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1. Glossary

Acronym
B&B

DWP

EPC

HMO

LHA

LP

PRS

RCT
Section 66

Section 73

Section 75

WHQS

Definition

Bed and Breakfast accommodation
Department for Work and Pensions
Energy Performance Certificate
House of Multiple Occupation
Local Housing Allowance

Landlord Pathway

Private Rented Sector

Rhondda Cynon Taff

Duty to help to prevent an applicant from becoming homeless (Housing
(Wales) Act 2014)

Duty to help to secure accommodation for homeless applicants
(Housing (Wales) Act 2014)

Duty to secure accommodation for applicants in priority need when the
duty in Section 73 ends (Housing (Wales) Act 2014)

Welsh Housing Quality Standard



2.1

Introduction

Key dates and milestones of the Private Rented Sector (PRS) leasing scheme
pathfinders and their evaluation:

Pilot start date (date that the first grant offer letter was signed): 3 March 2020

Pilot extension start date (when it was agreed for three additional Local Authorities

to come on board): 11 September 2020

Pilot lifetime: due to finish on 31 March 2027

Anticipated national rollout date: Before the end of 2021/22 financial year
Evaluation start date: February 2020

Pathfinders’ interviews — Phase 1:

January 2021 (for the three Local Authorities participating in the initial pilot)

and June-July 2021 (for the three Local Authorities added in the pilot extension).

Pathfinders’ interviews — Phase 2: June 2021 (for the three Local Authorities

participating in the initial pilot only)

Interviews with tenants and landlords: June-July 2021

Aims of the Private Rented Sector (PRS) leasing scheme
The objectives of the scheme are:"
Improved access to affordable and good quality homes in the PRS for those in

receipt of benefits, including universal credit, through the removal or reduction of

risks which property owners may perceive as arising during a tenancy.

Longer term security of accommodation for tenants at risk of homelessness by

providing accommodation for a period of up to five years.

Tailored and regular support to help tenants maintain their tenancy, during the

scheme and in the future. It is envisaged that this will include support and advice

1 For more information, see: Private Rented Sector Leasing Scheme Guidance.
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on how to live successfully and independently in settled accommodation,

including around money management training.

¢ Reducing the stigma and cases of discrimination. Successful participation in the
scheme will demonstrate that with the right support there need be no greater risk
associated with renting properties to those on low income or receiving a benefit

contribution towards their housing costs.

e Improved standard of those properties in the PRS which are part of the scheme.
This will be achieved through the provision of financial assistance to bring
properties which are to be let under the proposed scheme up to an agreed

minimum standard.

2.2 The scheme seeks to support Local Authorities in discharging their housing duties
(particularly Part 2 Housing (Wales) Act 2014 duties) to help people who are
homeless (Section 73) or threatened with homelessness (Section 66). The scheme
also aims to expand the choice of good quality, affordable housing options available

to prospective tenants.
The key features of the PRS leasing scheme include:

¢ Incentives being offered to landlords for bringing properties up to the required
Welsh Housing Quality Standard (WHQS)2 in order to join the scheme, including
the availability of a maintenance grant of up to £2,000 and of an interest free loan
of up to £8,000.

¢ Residential property owned by private landlords being leased to a Local Authority
for a fixed duration of 5 years. The lease includes a break clause which can be
activated 2 years into the lease term with 12 months’ notice. Activating this

requires any grants and loans to be repaid by the landlord.

e Rentis payable by the Local Authority to the landlord at the level of the applicable
Local Housing Allowance (LHA) rate for the term of the lease. A 10%

2 See: Welsh Housing Quality Standard.
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management charge payable to the Local Authority for managing the property is

deducted from this.

Ongoing support should be provided to tenants by the Local Authority, either

directly or through partner organisations.

To test if the policy will achieve the objectives outlined above, a pilot was
implemented by three pathfinder Local Authorities in March 2020 — Cardiff City
Council, Carmarthenshire County Council and Conwy Council® — each Local
Authority aiming to bring into the scheme 66 properties by 31 March 2022. In
response to COVID-19, in September 2020 the pilot was extended to three
additional Local Authorities: Ceredigion, Newport and Rhondda Cynon Taf (RCT),

albeit on a more limited basis.*

Aims and structure of the pathfinders’ evaluation

Alma Economics was commissioned by the Welsh Government in February 2020 to
undertake an evaluation of the PRS leasing scheme pathfinders. The aim of the
evaluation was to understand how the scheme is operating in pathfinder Local
Authorities. The evaluation will inform future decisions on the development of a
national scheme. As part of this evaluation, Alma Economics gathered information
from representatives of all six pathfinder Local Authorities as well as from landlords

and tenants included in the scheme.
The evaluation activity with Local Authorities was split into two phases:

e Phase 1 (January and June-July 2021): seeking to understand experiences of

implementing the PRS leasing scheme in the pathfinder Local Authorities.

e Phase 2 (June 2021): seeking to understand the impact of the PRS leasing
scheme once operational in the three initial pathfinder Local Authorities only, as
well as the experiences of the landlords and tenants who had joined the

scheme.

3 Denbighshire County Council have partnered with Conwy Council to also pilot the PRS leasing scheme. For
the purposes of this evaluation, we refer to Denbighshire County Council and Conwy Council as a single
pathfinder.

4 Each local authority aiming to bring 10 properties on the scheme.
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The three additional Local Authorities that were added as an extension to the pilot in
September 2020 — Ceredigion, Newport and RCT — participated only in Phase 1

interviews, due to the short period of time in which they had joined the scheme.

Interviews with tenants and landlords from the Local Authorities that had tenanted

properties at the time of the evaluation also took place in June-July 2021.
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Methodology

Semi-structured interviews

For all stakeholder groups (Local Authorities, tenants and landlords), semi-
structured interviews were used to provide a level of structure that ensured
coverage of questions but also gave scope for exploring issues not included in
scripted questions where relevant. The content of this report is based on findings
from these interviews. Semi-structured interview scripts, excluding preamble and

Privacy Notices, are included in Annex A.

All interviewees’ participation was on a voluntary and anonymous basis, including
the Local Authority officers, tenants and landlords. While all six Local Authorities
were interviewed, interviews with landlords and tenants were limited to small
samples and restricted by: i) the slow uptake of properties in most Local Authorities
during the period in which interviews with landlords and tenants were held (June-
July 2021), ii) tenants not responding to recruitment emails, calls and messages
despite initially indicating to their respective Local Authority that they wish to
contribute to this evaluation, and iii) having all engagement activities (recruitment
and interviews) held online, as pandemic-related restrictions presented a barrier to
tenants with financial difficulties who could not access the internet at home and/or

‘top up’ their mobiles.

As such, information gathered from the interviews with Local Authorities is
representative of the pathfinders’ individual experiences, the competences they
developed and the challenges they faced while rolling out the scheme locally.
Comprehensive lessons can be extrapolated from these. On the other hand, due to
sample limitations, information gathered from interviews with landlords and tenants
is only indicative of their experiences while in the scheme and not necessarily
foretelling the experiences of landlords and tenants joining the pilot in the near

future. From this aspect, no extrapolations can be made.

With respect to anonymity, no feedback, quotes or opinions in this report are
attributed to named individuals or to their specific Local Authority. Where
participants have shared information that could risk disclosure of their identity, this
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has been removed. Anonymous participation avoids the identification of landlords
and tenants, given particularly that the latter group may be vulnerable. In addition, it
was decided to share the experiences of Local Authorities anonymously so that the
evaluation remained focused on lessons learnt, without encouraging any

comparisons regarding the performance of each Local Authority.

Local Authorities: recruitment and sampling

All of the initial pathfinder Local Authorities (Cardiff, Carmarthenshire and
Conwy/Denbighshire) were interviewed twice during the process, for Phase 1 (early
implementation) in January 2021 and for Phase 2 (early identification of impacts) in
June 2021. Phase 1 interviews lasted approximately 90 minutes each, while Phase
2 follow-up interviews lasted approximately 60 minutes each. The three pilot
extension Local Authorities (Ceredigion, Newport and RCT) were invited to attend
only Phase 1 interviews in June-July 2021 given that they were still at the early

stages of the implementation process.

Representatives of the Local Authorities who had been working on the design and
delivery of the PRS leasing scheme pilot were invited to attend the interviews. In
several instances, more than one representative from a Local Authority attended the
interviews. With the informed consent of the participants, all interviews were
recorded solely for notetaking purposes and to ensure the accuracy of the

information and subsequent analysis.

Tenants: recruitment, sampling and interview plan

Tenants were contacted by the Local Authority who explained the aims and
objectives of the evaluation. They were then invited to share their contact details, if
they were happy to be involved in the evaluation research, which were passed on to
Alma Economics. The two-stage recruitment process included first contact via email
and text message and then via phone call, in both Welsh and English. Eight of the
ten tenants responded to this initial contact. One tenant’s phone number was
‘unrecognised’ and another tenant did not respond either to the recruitment email or
to the subsequent follow-up. Despite the high response rate at the beginning of the

recruitment process, numbers of final participants were low. As a consequence of
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the COVID-19 pandemic, interviews were undertaken virtually, giving the option of
the use of a video platform or over the phone. Due to restrictions at the time, no
physical contact was allowed, meaning no face-to-face meeting for interview or
contact through Local Authority hubs. The researchers were reliant on the contact

details shared and the timely responses of the tenants.

The following stages included explaining the research scope and aims, sending
Privacy Notices and organising appropriate times for willing participants to be
interviewed. Often participants would set a date and either not be able to attend on
the day of interview or not answer their mobile phone, sometimes without
explanation. Consequently, multiple ‘no shows’ were seen for the interviews. The
researchers would give the opportunity to all tenants to reschedule the interviews,
with some rescheduling up to four times before making the final date. Due to the
inherently turbulent nature of the livelihoods of this group, such as changeable
employment opportunities, caring responsibilities and practical barriers, undertaking
the interviews virtually was more challenging than a physical ‘meet up’. Additionally,
due to financial barriers some interviewees could not access the internet at home
and ‘top up’ their mobiles to respond to the messages sent. The researchers were
flexible in their scheduling of interview times and ensured all participants had time to
access and review the Privacy Notices sent via email before the scheduled
interview. However, interviewing virtually and not being able to ‘meet up’ was
problematic for some tenants who struggled to read the Privacy Notices. Once the
researchers identified this issue, the Privacy Notices were read through and
explained over the phone, ensuring all tenants were comfortable with the aims of

the research and use of their interview data.

The semi-structured interviews were undertaken with six tenants and varied
between 25 minutes to 60 minutes in length. They were recorded with consent, in
readiness for analysis and coding. The tenants were from a range of socio-
economic backgrounds and geographical areas. The themes discussed within these
interviews focused on: housing background; scheme processes; setting up their

accommodation; support; changes to the scheme; and future aspirations.
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Landlords: recruitment, sampling and interview plan

The recruitment process for the landlords was similar to that of tenants, with Local
Authorities making initial contact to share contact details with Alma Economics. The
two-stage recruitment process included first contact via email and then follow-up
phone calls. Seven of the landlords responded to initial emails, with two landlords
requiring multiple phone call follow-ups. Some landlords communicated solely
through email which included details of research aims, interviews times and Privacy
Notices, with other landlords requiring lengthy phone calls to relay the same
information. Eight of the landlords were eventually interviewed on the original date
planned, and one landlord required multiple emails to finalise a rescheduled date.
The landlords varied in employment status from retired to self-employed, and some
were local to the area while others lived away and managed their properties for
purely business objectives. This was problematic in terms of scheduling enough
time to interview the landlords and ensure their in-depth experiences of the scheme
were gained; for example, one landlord gave short answers and left the interview
abruptly. On reflection, virtual interviews were both beneficial for the landlords,
meaning they did not have to commute to attend the interview, and also a barrier.
Despite prior discussions of the time required for the interview process, many of the
landlords did not allow sufficient time to complete the full interview schedule on the
day, consequently the researcher condensed interview schedules to cover key

issues.

All nine landlords on the scheme were interviewed, with the interview length ranging
from 15 to 35 minutes. These were recorded with consent, in readiness for analysis
and coding. The themes discussed included professional background, scheme
processes, setting up accommodation arrangements, financial arrangements, and
their future with the scheme. This provided the opportunity to gather views on the

scheme to date and landlords’ aspirations for their properties.

10
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Phase 1: Implementing the PRS leasing scheme

Introduction and chapter summary

Phase 1 of the evaluation of the PRS leasing scheme included interviews with the
three initial pathfinder Local Authorities in January 2021 as well as interviews with
the three Local Authorities participating in the pilot extension in June-July 2021. All
interviews covered the implementation stage of the pilot but the Local Authorities
participating in the pilot extension were not interviewed as part of Phase 2, as it was
too early in the process to reflect on the pilot’'s impact. At their respective times of
being interviewed, only one initial pathfinder Local Authority had tenanted a small
number of properties and only one property had been tenanted across all three pilot

extension Local Authorities.

One of the three pilot extension Local Authorities had to withdraw from
implementing the scheme prior to conducting the interview. However, challenges
and lessons learnt from all Local Authorities are discussed here without
distinguishing those that proceeded with the pilot from those that did not. Learning

can be extrapolated from the experiences of all six Local Authorities.

The main themes from Phase 1 include:

e Pathfinder Local Authorities reported positive experiences working with the
Welsh Government, highlighting helpful and quick responses to address queries

and feedback.

e Local Authorities participating in the pilot extension had different levels of
investment in the scheme to report, depending on their local housing market

and tenants’ needs.

e Implementation was typically resource intensive, requiring significant staff time
(across a mix of specialisms) to bring each property into the scheme. The one-

month timeframe to bring new properties into the scheme was viewed as

11



unrealistic and properties often took significantly longers, risking deterring

landlords who must forgo rental income in the interim.

e There were a range of local factors that influenced how appealing the PRS
leasing scheme was to landlords. These included the guaranteed income over
the lease duration, the transfer of property management responsibilities, access
to the maintenance grant and interest free loan, as well as how competitive
these are against the local private housing market. Where Local Authorities
were operating additional (more appealing) PRS schemes, these were seen as

the main competitors of the PRS leasing scheme.

e Some of the scheme incentives received lower uptake than expected; namely
the interest-free loan and the maintenance grant. Additionally, some concerns
were raised by the pilot extension Local Authorities over the maintenance grant
being unavailable between April and June 2021, in the sense this may have

considerably reduced the interest of landlords for that period.

e Some landlords had reported to initial pathfinder Local Authorities that they
experienced difficulties obtaining lender consent to enter into a 5-year lease
term where the underlying property is mortgaged. By the time representatives of
the Local Authorities participating in the pilot extension were interviewed, the
introduction of the alternative 3+2 year lease had already simplified the process
for landlords with a mortgage on their rental propertiesé to join the scheme.
Even so, Local Authorities reported that complexities with mortgage companies

did persist in some cases.

e Pathfinder Local Authorities expected the scheme would assist them in
discharging their homelessness prevention duties and expanding the choice of
affordable housing options for prospective tenants, including meeting the
demand for temporary accommodation and for arrangements for single
people/one-beds that had increased since the onset of the COVID-19

pandemic. At the same time Local Authorities were mindful not to accept

5 Accounts provided by Local Authorities varied from eight weeks to two months being needed to bring a
property into the scheme.
6 Hereafter referred to as mortgage holders.

12
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applications from landlords who would have to evict existing tenants to bring
their properties into the scheme, and representatives acknowledged that it
would be counter-productive to accept such applications in a scheme aimed at

preventing homelessness.

e A needs-based approach was reported by Local Authorities to match eligible
tenants with properties, so that the living circumstances of the former matched
the housing conditions of the latter. Local Authorities also had a range of
tenancy support arrangements in place, including creating a comprehensive
‘tenants’ pack’ to be given to all people housed through the PRS leasing

scheme.

e Pathfinder Local Authorities noted the detrimental impact of the COVID-19
pandemic on implementing the scheme, with disruptions to staffing and slower
communication between stakeholders ultimately leading to delays. However,
some Local Authorities had good numbers of landlords at the sign-up stage

when we spoke with their representatives.

Implementation

Representatives from pathfinder Local Authorities referred to a generally positive
experience working with the Welsh Government in implementing the scheme, noting
a good working relationship and helpful and quick responses when issues had been
raised. Two representatives of pathfinder Local Authorities reported that the Welsh
Government had been receptive to feedback and had resolved all their enquiries.
Additionally, the frequent shared meetings with other pathfinder Local Authorities
were viewed as a benefit of the pilot. One Local Authority representative noted for
example that these meetings enabled the pathfinders to share and learn from each
other’s experiences, and suggested compiling practical guidance with learning from
those meetings to be given to Local Authorities joining the national rollout.

Another Local Authority commented that they had spent a considerable amount of
time putting in place the processes for the grant and loan applications and that even
though the grant was unavailable between April and June 2021, they managed to

continue administering the scheme without that particular incentive. However,

13
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because they had to announce the interim lack of grants, they believe that a number
of otherwise interested landlords may have not contacted them at all. Delays with

the Land Registry were also mentioned.

All Local Authorities were hoping to discharge their homelessness duties through
the scheme. One Local Authority was particularly invested in the implementation of
the scheme and reported that even if there were not a national rollout, they would
explore alternative options (e.g. the Housing Support Grant) to continue rolling out
the scheme internally. That was because the local response to the pilot had been

overwhelmingly positive, and the scheme could replace their lack of housing stock.

Generally, feedback from Local Authorities with prior experience of operating other
PRS leasing schemes indicated that this had been helpful when implementing this
particular scheme. The scheme was more challenging to implement for non-
stockholding Local Authorities” and Local Authorities without the experience of
similar schemes, as they did not have the necessary mechanisms already in place.
For example, non-stockholding Local Authorities reported having to hire additional
staff, as they did not have personnel with sufficient property-related experience
and/or expertise in surveying. However, positive experiences were still reported by
non-stockholding Local Authorities; for example, one representative noted that this
gap in experience motivated staff to think proactively and plan ahead as accurately

as they could.

Completion of quarterly claim forms was raised several times by pathfinder Local
Authorities as one of the most significant administrative processes in terms of
possible time commitment. The main concern was, looking into the future, how time-
intensive this process could become once Local Authorities had multiple properties

and tenants to manage simultaneously.

7 Stockholding Local Authorities are those owning housing stock and utilising it to provide social housing to
eligible tenants. Local Authorities can also work together with Housing Associations and/or Registered Social
Landlords to provide social housing, in which case all are also referred to as ‘social landlords’ and are
distinguished from other landlords by having the principal objective of meeting housing need and, in Wales,
being not-for-profit organisations. See: Welsh Government (2016) Code of Guidance for Local Authorities on
the Allocation of Accommodation and Homelessness.

14
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There were concerns raised by pathfinder Local Authorities about the 1-month
timeframe for bringing a property into the scheme. One pathfinder Local Authority
viewed that this timeframe as unrealistic. Another pathfinder Local Authority had
taken 3-4 months to tenant their initial properties — much of this time was spent
liaising with the landlord on legal issues relating to the lease and resolving the issue
of absent Land Registry documentation. Based on accounts provided by other
pathfinder Local Authorities, the time needed to bring a property into the scheme
varied from eight weeks to two months. It was also suggested that a potential
product of an extended timeframe for bringing properties into the scheme was that
landlords might be deterred by not receiving rental income in this period, especially
given competition from private tenants who could offer higher rates of rent. A
potential solution to this issue was suggested in the form of providing the landlord
with an advance on rental income while the property was brought up to standard (a

feature which has been adopted in similar schemes).

Two pathfinder Local Authorities reported that setting up the scheme was a time-
consuming, bureaucratic process that included reviewing lengthy documentation,
which again could prove to be a deterring factor for some landlords, with another
pathfinder Local Authority noting that the scheme could be made less onerous if

property standards were simplified.

Staffing and resources

A majority of pathfinder Local Authorities suggested that the implementation of the
PRS leasing scheme had been resource intensive in terms of staff time, expertise
and finance. Pathfinder Local Authorities implementing the scheme had generally
set up their staffing with a core team of individuals responsible for the ‘hands on’
management and implementation of the scheme, supported by a wider team of
administrative functions. These administrative functions included project managers,
finance and accounting staff, administrators (i.e. managing rent payments and direct
debits), housing officers, IT and systems staff, legal experts, social advertising

teams and electricians.

15



4,12  One pathfinder Local Authority noted that a local partner (a Registered Social

Landlord) provided much of the staffing to operate and implement the scheme.

4.13 It was reported by some pathfinder Local Authorities that significant legal resources
had been required to work with the lease and loan agreements which were core to
the PRS leasing scheme, with legal input representing a significant expense for
implementing the scheme. Not all pathfinder Local Authorities reported having made
significant progress with the legal aspects of delivering the scheme, and it was

unclear how this process would develop for them.

4.14  The resource requirements to bring an individual new property into the scheme
depended on the size of the property, the initial standard of the property and the
level of support required by the tenant. This process could be very resource
intensive for the Local Authorities. One pathfinder representative reported that the
current staffing level had been sufficient, but any fewer staff would have made it
difficult to implement the scheme. It was noted that in this case the scheme had
been allocated internally as a priority over other projects team members were
involved in. Concerns were also reported that there could be a subsequent peak in
workloads at the end of the scheme where new properties might need to be found

for tenants in parallel.

4.15 Broadly speaking, Local Authorities stated that they would not consider increasing
their staff numbers for the purposes of the pilot only, but would do so for the
national rollout provided that it offered more benefits for the landlords and thus
increased their interest. It was acknowledged however by several pathfinders that
staffing might need to increase? in some areas of the pilot as the number of
properties in the scheme increased, considering that bringing new properties into
the scheme would remain resource-intensive due to the cumbersome processes
involved in assessing landlord applications, working with tenants and completing
surveys and legal checks. Nonetheless, it was also noted by some Local Authorities
that there had been a steep initial learning curve in terms of setting up teams,

systems and considering legal aspects such as the head lease. This was expected

8 In terms of reallocating existing resources within each Local Authority, not hiring additional staff.

16
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4.18

to simplify some aspects of the process going forward, such as the day-to-day

management of properties.

With respect to the adequacy of financial resources, two pathfinder Local Authorities
reported that financial resources in place were sufficient. However, two other
pathfinder Local Authority representatives reported that the funding from the Welsh
Government did not cover the full cost of running the scheme, noting that it had
been a complicated and labour-intensive process. One Local Authority mentioned
that at the point of being interviewed, they were paying staff employed for the pilot
positions from their own resources. Another Local Authority from the pilot extension
reported that whereas the resources were timely and sufficiently allocated, they
were troubled with not being able to make claims for grants past March 2021
because many more landlords had expressed interest to join the scheme after that

deadline had passed.

All Local Authorities had internal resources in place to meet Welsh language
requirements, although the Welsh language had not been widely utilised when

implementing the PRS leasing scheme up to the time of being interviewed.

Landlords

To recruit landlords, Local Authorities used a mixture of advertising campaigns and
existing contact lists they held, as well as redirecting landlords interested in but
ineligible for other similar schemes. One Local Authority also reported redirecting
landlords ineligible for the PRS leasing scheme; when landlords enquired about the
PRS leasing scheme but eventually were not interested in joining, they were
referred to other similar schemes the Local Authority was operating. That particular
Local Authority was content with the fact that by having numerous landlords
enquiring about the scheme, this had created new routes of communication for the
Local Authority with PRS landlords with whom they previously had no contact.
These new contacts could still be used to alleviate housing stress, albeit from a
different perspective (e.g. finding new properties to accommodate the housing
waiting list). In the recruitment process, one Local Authority had come across some

hostility from letting agents, who complained that the scheme was taking away their

17
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customers, and another pathfinder reported that some landlords were buying
properties just to participate in the scheme. Some Local Authorities acknowledged
that engagement in the scheme could benefit from additional awareness-raising
activities such as marketing. One Local Authority also noted that they could
leverage their existing relationships with landlords (some with large portfolios) to

encourage them to participate in the scheme.

Two Local Authorities were particularly ahead in the process of signing up landlords
to the scheme when we spoke to them. In particular, one Local Authority had: i) one
landlord having joined the scheme already and awaiting the grant money to be
allocated, ii) three more in the process of signing up and iii) two others that
appeared promising. Another Local Authority had: i) three properties awaiting their
paperwork to be completed by the legal department and to join the scheme within
June, ii) four in the grant application process (two received and two awaiting), iii)
five waiting for their land registry and iv) three waiting for their mortgage

confirmation (with no rejections anticipated).

The criteria used by pathfinder Local Authorities to select suitable properties and
landlords for the PRS leasing scheme included: (i) number of bedrooms in the
property, (ii) the location of property, (iii) ID, ownership, and financial checks, (iv)
the previous conduct of the landlord, and (v) the void status of the property. One
pathfinder Local Authority also noted that smaller landlords may be easier to work
with, because larger landlords may be more likely to attempt to dictate changes in

the terms of the lease.

Local Authorities were also mindful of meeting existing tenant demand in their local
area when selecting properties for the scheme. One Local Authority shared that
once they received an expression of interest from a landlord, they went through
their housing waiting list to see if there was need for a property of that size in the
particular area. If so, a property inspection was then carried out to confirm whether
the dwelling met the minimum standards and the scheme requirements.
Representatives from another Local Authority said that they were looking for self-
contained properties that did not require a substantial amount of renovation, as well
as the size and the location of the property to meet tenants’ needs (taken from their

18
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homelessness record) alongside the scheme requirements. They also mentioned
that, as the extension of the pilot was capped to 10 properties per Local Authority,
they were trying to spread these out across their county instead of having them
concentrated in a single /neighbourhood. They were also looking into recruiting one
House of Multiple Occupation (HMO) property as part of the pilot, but were unsure

about the feasibility within the PRS leasing scheme.

Pathfinder Local Authorities also referred to processes in place to ensure only
empty properties were used for the scheme so that there would be no cases of
tenants being evicted to bring a property onto the scheme. Representatives
acknowledged that it would be counter-productive to accept such applications in a
scheme about preventing homelessness, considering that this would just perpetuate
the cycle of homelessness and potentially result in having to find accommodation
for evicted tenants through this scheme as well. One Local Authority was focused
on bringing empty properties on to the PRS leasing scheme instead of removing
accommodation from the existing PRS stock. Another pathfinder Local Authority
referred to initial checks requiring the property to be void before being able to be
brought onto the scheme, with landlords requested to retain existing tenants. A third
Local Authority added that when interested landlords wanted to evict their tenants
because of problems in the tenancy, they referred them instead to their Landlord
Pathway (LP) where both the landlord and the tenant(s) could receive support to

resolve their ongoing issues.

Several pathfinder Local Authorities reported that the current predominance of
single homelessness had meant high demand relative to supply for single person
properties (typically used by under 35s), especially within urban town centres. One
Local Authority provided for these people by setting up two single people in a larger
shared property. In order to do this, they required Welsh Government permission,
and obtaining this took a significant amount of time. Some Local Authorities

reported lower demand for family accommodation and properties in rural areas.

One pathfinder Local Authority reported that the process of surveying properties
was quite short: one to two weeks between first contact and survey completion. The
reported challenges of surveying properties for the scheme included having
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adequate staff resources in place and the ability to complete surveys within a

reasonable timeframe.

Finally, an issue reported by one of the Local Authorities was in regard to insurance
companies; three properties had their insurance company classifying their
participation in the scheme as subletting, which had resulted in prohibitive insurance
costs (with one potential landlord receiving an insurance quote of £5,000/year) for

the landlord, who eventually had to withdraw all three properties from the scheme.

Scheme incentives

Rent formula

As previously mentioned, the rent formula for participating landlords had been set at
the level of LHA with a 10% management fee deducted and retained by the Local

Authority.® Mixed feedback was received regarding this rent formula.

Pathfinder Local Authority representatives reported that while the rent formula often
yielded a rent level below market rate, for some landlords this may be more than
offset by the certainty of rental income over the lease term, access to the

maintenance allowance and not having to actively manage the property.

However, two Local Authorities said that landlords found the LHA -10% rate too low,
especially in terms of mortgage payments. One of these Local Authorities
suggested that, given they had noticed LHA -10% rate to be the main deterring
factor for landlords, it would help if the Welsh Government made all scheme
properties tax exempt. Otherwise, they expected only landlords who had previously
had issues with problematic tenants to be willing to sign up at such a rent rate. A
third Local Authority reported that mortgage holders found the LHA -10% rate

‘unacceptable’.

One Local Authority noted that the difference with market rent was generally higher
for one-bedroom properties for which there was high demand. This had forced the
Local Authority to focus on bringing into the scheme two and three-bed properties.

A second Local Authority added that some three-bed properties may instead be

9 Hereafter mentioned as LHA -10%.

20



4.30

4.31

4.32

4.33

4.34

4.35

given to service users requiring a two-bed property as the ‘the third room’ did not
meet the space requirements. As a result, the landlord would be paid a lower LHA

rate than they expected to receive.

Another pathfinder Local Authority noted that they had not yet received any
feedback from landlords on the rent formula, although positive feedback had been

received from landlords for a comparable scheme with a similar rent formula.
Lease length and break clause

Local Authorities reported that mixed feedback had been received from landlords
around the scheme’s 5-year lease term, with some practical issues also raised

around the length of the lease.

Two Local Authorities mentioned that the landlords were happy with the 5-year and
3+2 years lease options as these applied to their properties, whereas some
pathfinder Local Authority representatives reported that some landlords
communicated that they were not comfortable committing to a 5-year lease term.
On the other hand, it was also noted that substantial numbers of landlords had
enquired into the possibility of a lease term longer than 5-years, or which could be

extended beyond the initial 5-year period.

Prior to the addition of the break clause, landlords in one Local Authority enquired
about the flexibility of the break clause and how this could be adjusted to address
emergency situations (e.g. unexpected deaths). The Local Authority commented
that ‘five years is a long time to go without contingency measures’ (Local Authority

representative Interview, 2021).

Regarding mortgages, the lease length was adjusted from a 5-year one to being
one of 3+2 years for mortgage holders after the interviews with initial pathfinder
Local Authorities in January 2021, and before the interviews with the pilot extension
Local Authorities in June-July 2021. Therefore, different feedback was given by

Local Authority participants.

A few of the initial pathfinder Local Authorities raised the issue of difficulties gaining

consent from mortgage lenders to enter into a 5-year lease term when the
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underlying property had been mortgaged. It was also noted by one pathfinder Local
Authority that banks were not in favour of the break clause. This pathfinder Local
Authority gave the example of a major high street bank only providing consent for

lease terms up to three years.

4.36  One of the pilot extension Local Authorities mentioned that before the lease length
was adjusted, they had two landlords who were forced to withdraw from the scheme
because their mortgage companies had denied consent for a five-year lease. Prior
to the changes to the lease, a second pilot extension Local Authority reported that,
where possible, they had been trying to avoid landlords with mortgages to

circumvent legal complexities with mortgage lenders.
Maintenance grant and interest free loan

4.37  Pathfinder Local Authority representatives generally reported that the £2000
maintenance grant for bringing properties up to the required WHQS did provide an
incentive for landlords to participate in the scheme, although this incentive was not
always as strong as initially expected. One pathfinder Local Authority reported that
while the maintenance grant provided an incentive for landlords, £2,000 may not go
very far in terms of how much work could be done. For example, it was commented
that the grant money was especially low for old properties, which may require
substantial adjustments to meet the WHQS entry requirements. Recurring issues
noted with such properties were outside toilets, bathrooms attached to the kitchen
with the toilet not being separated by an extra door, and damp-proofing. Should
higher grants (e.g. £5,000/property) be offered in the national rollout, the
representatives of the Local Authority expected the landlords to be able to afford

such adjustments and thus be more likely to join the scheme.

4.38 The maintenance grant was not available for the pilot extension Local Authorities
between March and June 2021, and this was not received well by interested
landlords. One Local Authority shared that they lost approximately 15% of the
landlords who had initially enquired about the scheme due to the £2,000 no longer
being available at the time. Landlords, while being keen to join the scheme, were

not happy to have to pay for their properties to fit the WHQS entry requirements,
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especially considering the reduced LHA they were paid as rent. On the contrary,
interested landlords had asked themselves whether a greater amount of money
could be approved through the maintenance grant, given that there were single

property upgrades that cost more than the available sum (e.qg. fire alarms).

With regard to the interest free loan, this appeared to be less popular compared to
the grant, considering that when Phase 1 interviews were held only one Local
Authority had processed a loan application and none of the properties waiting to join

the scheme had applied for it.

Regarding the complexities of administering the loan, one of the Local Authorities
commented that they were focusing on bringing on board properties that did not
require loans. Nonetheless, the Local Authority was prepared to process loan

applications should there have been an enquiry.

Other pathfinder Local Authorities had not yet received feedback from landlords on
the maintenance grant and the interest free loan, however they expected them to

act as good incentives for landlords to participate.

Factors impacting the popularity of incentives

HMOs and student housing

e Local Authorities identified both HMOs and the student market as potential
competitors of the scheme. However, two Local Authorities mentioned that even
though the student market was a competitor to the scheme, because of remote
learning taking over during the COVID-19 pandemic, student demand had
dropped and landlords were reconsidering their options. In fact, representatives
from one of these two Local Authorities informed us that they had enquiries
from landlords who were considering converting their properties from HMOs to
family homes so as to be rented through the PRS leasing scheme; but taking
into account that such a change would reduce the value of the property, a

longer lease would be a greater incentive for them.
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Landscape of local housing demand and supply

An additional Local Authority reported that reduced numbers of tourists had
been leading some landlords to convert holiday homes into PRS leasing
scheme properties as landlords sought to maintain rental income, although
rents were very high for these properties. In other instances, some potential
landlords had decided to sell their properties instead.

Two Local Authorities also talked about high numbers of empty properties within
their counties, which required work and refurbishments that the available
incentives could not cover. One of the Local Authorities mentioned that greater
financial incentives would be needed for the landlords of empty properties to be
convinced to undertake all necessary works and make them habitable again.
There was agreement among most Local Authorities that the PRS leasing
scheme would need to address existing market needs (such as market rent
rates) in order to receive greater uptake. However, representatives from one
Local Authority mentioned that because the aim of the scheme was to make
more affordable housing available, they would not like rent rates to increase
considerably.

High demand areas — One Local Authority commented that implementing the
scheme in high demand areas was particularly ‘tough’. Insurance payments in
those areas were high and rents tended to double what the scheme could offer.
However, because some high demand areas were driven by student population
and holiday lets, some Local Authorities speculated that the reduced uptake by
students and tourists due to COVID-19 pandemic as raised above could have
an impact on that.

Other schemes available — One Local Authority mentioned that the PRS
leasing scheme had not been seen as attractive by landlords when compared to
other available PRS schemes, especially in terms of the latter offering greater
financial incentives (e.g. higher grants and loans) and being more flexible in

their arrangements (e.g. rent rates).
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Property repairs and maintenance

The numbers of properties surveyed for scheme eligibility by Local Authorities
varied at the time of interview. For example, some had surveyed a dozen, while

others had surveyed at least double that.

Pathfinder Local Authority representatives reported that prospective properties were
in varied states of condition, with some in good condition while others required
minor or more significant works to bring properties up to the required WHQS. For
example, one interviewee reported a prospective property that would have required
the installation of a new kitchen, as well as checks to confirm validity of electricity
and gas certificates and the completion of an asbestos survey. The property owner
was not willing to undertake this level of work on the property so it was not accepted

into the scheme.

Common areas of failing to meet the WHQS standards were: i) fire safety and CO2
detectors, ii) dampness, iii) minimum bedroom size, iv) kitchen condition and
bathrooms attached to the kitchen, v) glass safety issues such as low windows, vi)
unsuitable locks on bathroom doors and windows, vii) leaking chimneys, viii)
staircases being too steep, ix) electrical issues, x) installation of extraction fans and

xi) the position and number of plugs.

One Local Authority shared that in certain cases, while the dwellings could not be
accepted for not meeting the property standards, they were nonetheless already

tenanted by people.

Pathfinder Local Authorities used a range of approaches to undertake property
repairs and maintenance, including utilising pre-existing networks of contractors,
working with a single partner organisation or giving landlords the responsibility to
manage initial works (subject to costs falling below a benchmark level) and
completing ongoing works in-house. One Local Authority reported that if the national
rollout of the PRS leasing scheme resulted in high numbers of properties requiring
repairs and maintenance, they would consider signing a separate agreement with a

contractor for the repairs and maintenance of the dwellings.
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An issue raised by the representatives of one of the Local Authorities was the lack
of clarity regarding the channels that could be used to find the contact information of
the owners of empty properties (e.g. Council Tax records). This meant that it took
longer for the Local Authority to identify the landlords, thus further stalling the

recruitment of properties for the scheme.

Another Local Authority was concerned about future damage and repair costs that
might arise, despite the ability to claim from the scheme fund. As a Local Authority
without experience of managing a housing stock, it was difficult to estimate potential
costs resulting from damages, while that at the same time they needed to be careful
with such incidents so as to avoid destroying their relationship with the landlords
(e.g. one property getting ‘trashed’ could be enough for a ‘bad word’ to come out
that the Local Authority was not looking after the landlords they worked with). Along
the same lines, the Local Authority noted that their preferred position was to inform
landlords about all repairs to be undertaken (even if some of them could be
processed without having to notify the landlord first) and potential void periods, so
as to establish an honest relationship with them. However, the representatives of
the Local Authority stressed the importance of ‘reporting on the property, not the
tenant’ (Local Authority representative Interview, 2021), even if regular updates

(e.g. monthly) were to be sent to a landlord.

Tenants

The majority of pathfinder Local Authorities reported liaising with homelessness
prevention teams to source tenants and match them with available properties.
Pathfinder Local Authority representatives reported the following criteria when
prioritising prospective tenants for a given property: i) length of time spent on the
waiting list, ii) the urgency of their situation and how soon they would need to move,
iii) their preference with respect to location and type of property, and iv) the support

needs of the tenants and (where applicable) their families.

Some Local Authorities were also in touch with local social housing associations
and social letting agencies to ensure there was no duplication between their waiting

lists. One of the Local Authorities also suggested referring ineligible PRS properties
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to the social letting agency and vice versa to maximise the effectiveness of both

housing teams.

A needs-based approach was reported by Local Authorities to match tenants with
properties. One pathfinder Local Authority highlighted their ‘choice based’ letting
system, whereby prospective tenants could bid for properties based on their needs
and preferences. This system was viewed as favourable to allocation, encouraging
tenants to stay in property for a long duration and to look after the residence.
Another Local Authority added that if they needed to select among tenants under
Section 73, they would prioritise those close to the end of their eight weeks, thus the
ones closer to falling within Section 75. Representatives of two other Local
Authorities said that if two households were deemed equally suitable for the same
dwelling, then they would prioritise the one to be evicted first and/or the one with

children.

Despite the focus on homelessness prevention, pathfinder Local Authorities
reported hoping that the scheme could also be used to discharge Section 75 relief
duties. One pathfinder Local Authority reported that they hoped the scheme would
be a ‘stepping stone’ for tenants moving on from temporary accommodation and
that it would add affordable PRS accommodation to the range of housing options for
prospective tenants. Another pathfinder Local Authority stated their hope that the
scheme would help to discharge Section 75 duties (by moving people on from
temporary and emergency accommodation), however it was acknowledged that it

was more likely to be used for preventative purposes.

For tenancy support arrangements, Local Authorities mentioned a range of
channels and support mechanisms they already had in place, such as: i) referrals to
the Housing Services, ii) care and support plans, iii) furniture packs offered for
empty properties, iv) identifying and addressing financial issues before these
escalate (e.g. inability to meet one’s payments) and v) regular follow-up visits and
catch-ups after the tenant had moved in, their frequency suited to the needs of the
particular tenant/family (e.g. for some on a weekly basis, whereas for others once a

month).
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Support for tenants was expected to be provided either directly by pathfinder Local
Authorities, through existing tenancy and pre-tenancy support teams, or in one
instance contracted out to a partner organisation (where there was a long-
established working relationship). One Local Authority mentioned that even though
they had the same in-house personnel responsible for property maintenance and
tenancy support, if the scheme were to expand and more properties were brought

on board, they would consider creating two separate teams for these two services.

One pathfinder Local Authority described the tenant support process as typically
involving the assignment of a housing support worker who assessed the needs of
individuals and sought to ensure appropriate properties were found. Processes
were then set up with internal teams to support ongoing client needs and each client

was assigned a case worker.

Several pathfinder Local Authorities reported working with Department for Work and
Pensions (DWP) and Jobcentre Plus to assist with issues around benefit payments

(including Universal Credit and Housing Benefit).

Local Authorities reported a mixture of weekly and monthly payments anticipated.
One Local Authority, while mainly anticipating monthly payments from Universal
Credit and Housing Benefit recipients, had put in place processes to accept weekly
payments as well. Representatives talked of a ‘tenants’ pack’ they had put together
to be shared with all tenants joining the scheme, which among others included: i) a
copy of the tenancy agreement, ii) a pet policy (where applicable), iii) information
about how to pay their rent (Universal Credit, weekly payments, top-up payments,
etc.), iv) a checklist of roles and responsibilities for the tenant based on the tenancy
agreement, v) a risks assessment, vi) a utilities checklist for gas, electricity, water
and Council Tax, vii) a repairs guide and viii) a log with useful contacts including out

of hours and emergency numbers.

Impact of COVID-19 pandemic

Feedback from pathfinder Local Authority representatives suggested that the
COVID-19 pandemic and subsequent social distancing measures had a generally

negative impact on implementing the PRS leasing scheme. The pandemic had also
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reportedly led to some structural changes in local property markets and emergency

housing demand, which also negatively affected the implementation of the scheme

The majority of pathfinder Local Authorities raised the impact of the COVID-19
pandemic on waiting lists for housing, with the main impact being a significant
increase in the demand for one-bed and single person accommodation. The
demand for family accommodation had been less affected. It was also noted that
evictions from private and social rented accommodation in Wales had been
suspended until June 2021. However, one Local Authority commented that they
anticipated family evictions to take place once the ban was lifted and that they were
already looking to source 3-bed properties in the scheme to be able to meet that

need.

Demand for temporary accommodation and associated waiting lists had also been
particularly pressurised. One Local Authority mentioned that its temporary
accommodation had doubled because of the pandemic, while another commented
that the overall number of homelessness applications had increased through the
COVID-19 pandemic. A third Local Authority added that 70% of those on their
waiting list for temporary accommodation were single people potentially rough
sleeping, sofa surfing or staying in hostels/with friends or family until a more
permanent solution was found for them. From that perspective, one of the Local
Authorities said that they hoped to help some people avoid temporary
accommodation in the first place if a suitable property was found for them through

the scheme.

It was reported by most pathfinder Local Authorities that the reduced face-to-face
communication as a result of the pandemic had slowed down some processes by
increasing ‘back and forth’ between parties. Conducting face-to-face surveys of
properties had also been made more difficult, however it was noted by one
pathfinder Local Authority that most properties being surveyed were empty, which
somewhat eased safety concerns. Moreover, upgrading the properties to the
minimum standard and bringing them into the scheme also took much longer than

expected, because landlords could not get quotes from builders and land registry
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applications were slowed down by restrictions, which had resulted in increased

workload and incorrect applications being processed.

4.62 It was reported by Local Authorities that the COVID-19 pandemic had resulted in
some disruptions to staffing arrangements, including some staff responsible for
implementing the scheme being allocated to different projects, such as track and
trace duties, whilst others had been required to shield. This disruption to staffing
had in some instances resulted in remaining staff being required to perform duties
outside of their immediate specialism. One pathfinder Local Authority reported
delays to the onboarding of two properties caused by unavailability of people to

complete the required work.

10 Anecdotally, one Local Authority shared that one of the properties awaiting Land Registry documentation to
join the scheme had applied for it in July 2020 and had been waiting for 6 months at the time of the interview.
This had also forced some landlords to eventually withdraw their applications as they did not want to keep their
properties empty for so long.
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Phase 2: Impact of the PRS leasing scheme

Introduction and chapter summary

Follow-up interviews with representatives of the three initial pathfinder Local
Authorities were held in June 2021 to discuss the impact of the scheme and its
implementation. The discussion below reflects on what progress had been made up
to June 2021.

At that point, the numbers of already tenanted properties varied among the

pathfinder Local Authorities from 1 or 2 up to 10 tenanted properties.

The main themes from Phase 2 include:

Because Local Authorities had already set up the internal processes and clarify

team roles, they were confident in administering most aspects of the scheme.

Uptake of properties on to the scheme had been slow and gaining the interest
of landlords depended on the scheme’s competitiveness when compared to the
local housing market and to other similar schemes each offered by the Local
Authority.

Positive feedback was received about the ‘easy guide to the lease’ for
landlords, the reassurance letter and the 3-year lease with automatic renewal
clauses for mortgage holders. However, some issues were still reported for

mortgage holders wishing to join the scheme.

The maintenance grant and interest free loan remained less popular than
initially expected among joining landlords — though the former had been
experiencing greater uptake compared to the latter. A suggestion was made to
expand the list of renovations that can be covered by the grant to increase its

appeal as an incentive.

While pathfinder Local Authorities commented that they were happy to be able
to discharge their homelessness duties through the scheme and thus avoid

placing people in temporary accommodation, it was suggested to expand the

" Though of the 10 tenanted properties in the latter case, 3 belonged to the same landlord. So, the actual
number of already enrolled landlords in the scheme was 7 in that case.
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scheme’s eligibility criteria to cover tenants under Section 75, which was

considerably pressurised as a result of the COVID-19 pandemic.

o Pathfinder Local Authorities had further developed the processes in place to

assess tenants’ need for support since Phase 1.

e Positive feedback had been received by pathfinder Local Authorities about the
pilot of the PRS leasing scheme, which representatives believed had already
generated important knowledge for a national rollout and helped to identify and
address issues early at the design stage. It was hoped that given the pilot, Local
Authorities joining the nationwide scheme directly would not have to face similar

issues.

Administering the scheme

Overall, all three initial pathfinder Local Authorities were confident about the
administration of the scheme. The good and frequent communication they had
established with the Welsh Government — at this stage still mainly focused on

financial returns (e.g. loans and grants) — played a decisive role in that.

Concerns over the time needed to complete claim forms persisted from Phase 1,
but during Phase 2 Local Authorities had become more accustomed to the process
and had developed the necessary mechanisms and/or had identified the
components that needed to change. In particular, one Local Authority mentioned
that they expected the quarterly spreadsheets for financial returns to be more time-
consuming to prepare once they had numerous properties joining the scheme, but
were not particularly concerned about it as they already had the mechanisms in
place to assist this process. Another Local Authority suggested that the
requirements of the claim form for the support provided to each household be
changed from having to make monthly claims per household to something more
streamlined, otherwise it would be hard to manage a larger volume of monthly claim
forms when numerous properties were on the scheme. It is important to note here
that because uptake of properties was still low while conducting the interviews for
Phase 2, there is currently no evidence as to how time-consuming completing the
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claim forms could become when each Local Authority has numerous properties and

tenants to manage.

Taking the time needed to set up internal procedures and to establish the networks
of people necessary for the successful implementation of the scheme was
highlighted by all three Local Authorities. So was the importance of completing this
process before starting to engage with landlords to avoid unnecessary impediments
(e.g. legal processes taking longer than anticipated to complete), which could
jeopardise each Local Authority’s relationship with the landlords and make the latter
retract their properties from the scheme (given that the longer it takes to sign the

lease the longer they are not receiving rent payments).

A Local Authority mentioned that even though they have experience of operating
other PRS leasing schemes, there were still uncertainties over a number of issues —
e.g. who is liable for paying the Council Tax from the period the lease starts until the
property is tenanted; or how prohibitive expenditures as a result of destructive

tenant damages would be financially managed if needed.

Staffing and resources

As there had been a slow uptake of properties on to the scheme, none of the
pathfinder Local Authorities needed members of staff to be fully engaged with the
delivery of the scheme. Depending on the numbers of the properties enrolled, Local
Authorities had various staff requirements and different levels of involvement for
each member of staff. Core staff included members from the finance and legal
departments within Councils, housing/tenancy support workers, landlord recruiters
and property management staff. Senior officers or team managers were reported to
have less involvement, especially compared to Phase 1 when more coordination

was required to streamline internal processes to implement the scheme.

None of the Local Authorities had plans for increasing staff capacity in the near
future. Two of the three Local Authorities commented though that this would
essentially depend on how the scheme developed and whether demand increased
going forward. The third Local Authority commented that they had no other funding

to increase staff numbers and therefore the only increase feasible would be for
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existing staff to dedicate more of their working hours in the PRS leasing scheme if

the number of properties expands.

In terms of financial resources and their adequacy to address current and future
needs of administering the scheme, two of the three Local Authorities said
resources at present were adequate. A third Local Authority commented that they
were employing the resources available to them and adjusting accordingly. Going
forward they expected there to be a greater need for resources to cover the day-to-

day management of properties and to provide tenancy support.

Landlords

In addition to properties already on board, two Local Authorities reported that they
had two and three properties respectively in the process of joining the scheme
within July 2021. One of these two Local Authorities was looking into the likelihood
of another two landlords joining, and the second Local Authority had between six

and eight interested landlords.

The attractiveness of the scheme to landlords largely depended on prices in the
local housing market and its competitiveness relative to other existing schemes.
One Local Authority reported that simultaneously they were running another PRS
pilot offering greater incentives to landlords (such as higher grants and loans),
which was more attractive than the PRS leasing scheme. The advertisement for the
PRS leasing scheme was being promoted to landlords in a newsletter alongside

information about the other PRS pilot, thus the latter overshadowed the former.

Another Local Authority suggested that the local housing market was too
competitive for the scheme and that landlords were not looking at such schemes at
all, because they could rent their properties themselves very quickly. The same
Local Authority mentioned that the housing market was moving too fast and that
prices had gone up in both ‘high’ and ‘low demand’ areas since the scheme was
piloted, and that consequently what the scheme was offering was shrinking in

comparison to the market’s pace.

However, one of the three pathfinder Local Authorities reported that the scheme

was selling itself quite well and that local landlords found it attractive.
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Two Local Authorities suggested that because of the impact of the COVID-19
pandemic on the housing market'2, the number of properties available to rent on the
market had been lower than in a ‘normal’ year. At the same time, though, housing

and rental prices had either stayed the same or even gone up.

Overall, all three initial pathfinder Local Authorities commented that working
relationships with participating landlords were good. They suggested that
participating landlords were happy with the scheme and that they had developed a
good collaboration with them. However, some issues remained. Two Local
Authorities reported that where there had been uncertainties in the surveying
process to determine the eligibility of the properties and the level of investment
required to upgrade their standards, some landlords could become impatient and
frustrated over the period of time it took to sign the lease and have their properties
tenanted. Local Authorities commented this was understandable, considering that
the longer this process took the longer the landlords did not receive rent payments

for their properties.

Another Local Authority was particularly pleased with the changes implemented by
the Welsh Government after feedback was shared following the interviews in Phase
1. Those changes included issuing an ‘easy guide to the lease’ that also featured
the legal aspects of the scheme, a reassurance letter for mortgage companies and
partly amending the lease. The Local Authority stressed the importance of the ‘easy
guide’, to explain the legal context of the scheme and answer legal questions raised

by landlords.

Scheme incentives

Compared to the feedback received by Local Authorities during Phase 1 interviews,
representatives appeared more sceptical about how successful the incentives had

proved to be at the implementation stage.

2 For example, one Local Authority mentioned evictions being on halt until further notice and thus properties
not emptying as regularly. Another Local Authority noted that they were having people who could work
remotely moving away from nearby urban centres and renting places in their local area, who could therefore
afford dwellings at a high price.
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Rent formula

Mixed feedback was received regarding the LHA -10% rent formula. One Local
Authority mentioned that LHA -10% was seen as low by most landlords and that
some landlords who were initially interested did not proceed because of this rent
formula. Another Local Authority commented that the LHA -10% was not sufficient
compared to market values in the local area, especially considering that prices had
recently gone up there and that landlords had the alternative of holiday lets. One of
the representatives noted: ‘What landlords can currently achieve is not comparable
to what the scheme offers’ (Local Authority representative Interview, 2021). The
third Local Authority said that landlords were generally happy with the way the

scheme works.

To balance the rent formula, when promoting the scheme to landlords Local
Authorities mainly stressed that: i) this scheme was providing homeless applicants
with long-term accommodation, ii) by joining the scheme landlords secured long-
term tenants, and iii) the landlords were relinquishing control of the property to the
relevant Local Authority, including repairs and management. Though all pathfinder
Local Authorities agreed that landlords appreciated these aspects of the scheme,
one of them mentioned that some landlords made decisions based solely on the
LHA -10% rent rate.

Lease length and break clause

One Local Authority noted that some landlords would prefer the lease to be offered
for a longer period of time, mainly because of the break clause which could

eventually result in a tenancy much shorter than the planned 5-year one.

Even after the alternative three-year lease with automatic renewal clauses had been
introduced to enable the participation of mortgage holders in the scheme, two Local
Authorities commented that the process of signing the lease remained complex for
both parties. Mortgage complexities were reported to be a deterring factor for both
Local Authorities and interested landlords, reducing interest in signing a lease from
either side. One Local Authority added that they had a few landlords who eventually

were not able to get the consent letter from their mortgage lenders and had to

36



5.23

5.24

5.25

5.26

withdraw from the scheme. Another Local Authority shared that due to complexities
with mortgages they had lost a number of interested landlords due to not being able
to complete the application process. The Local Authority also feared that this

bottleneck could have irreversibly damaged their relationship with those landlords.
Maintenance grant and interest free loan

The grant and the loan continued to have lower uptake than anticipated, as was

suggested from Phase 1.

One Local Authority noted that the initial expectation when the scheme was being
set up was that the loan would be a ‘big draw’ for landlords, which had not matched
reality. In comparison, grants remained more appealing than the loan as also
reported from Phase 1. A suggestion made to increase the popularity of the grant
and the loan was to expand the list of renovation expenses that these could cover
for (e.g. including flooring and carpeting costs). The list was seen as quite

restrictive.

However, concerns were raised by one of these pathfinder Local Authorities
regarding the uncertainty of being able to offer grants and loans beyond 2022
unless there was a national rollout. That particular Local Authority feared that it
might prove challenging to recruit landlords beyond 2022 in the absence of
additional funding for grants and loans, especially considering: i) the delays caused
by the COVID-19 pandemic in setting up all the processes necessary prior to
recruiting landlords, ii) that nonetheless the pilot was expected to wrap up in 2027
and iii) that the default lease offer was for 5 years. Similar concerns had been
raised about what would happen with three-year leases with automatic renewal
clauses that extended to another two years in the case the latter had been signed
after 2024. The representatives did not wish to tie landlords to such agreements if
there was no more funding to support them beyond 2027.

The third Local Authority had no feedback from landlords to share on the grant and

loan associated aspects of the scheme.
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Property repairs and maintenance

Two of the three pathfinder Local Authorities mentioned that damages (boilers and
electrical issues) were spotted in properties soon after tenants had moved in

despite carrying out surveying and inspections in advance.

The third Local Authority had no damages or repairs to report, but was nonetheless
confident about the process to follow and who would be liable for what types of

maintenance and repairs should any such issues arise.

Tenants

The majority of the tenants allocated to properties were under Section 66 in all
pathfinder Local Authorities, with several tenants being under Section 73 in one of
those. All Local Authorities commented that they were happy to be able to
discharge their homelessness duties through the scheme and thus to avoid placing
people in temporary accommodation. However, one of the Local Authorities
suggested that it would be beneficial to expand the scheme’s eligibility criteria to

cover tenants under Section 75 which was their main area of housing stress.3

In terms of prioritising tenants to be housed, one Local Authority mentioned that
they were utilising their existing PRS allocations policy and thereafter operating on a
first-come first-served basis, whereas the other two stressed the importance of
matching available properties to eligible tenants’ needs, preferences and
circumstances. As one of the representatives of Local Authorities interviewed
commented: ‘Houses are very individual and so are tenants, so it’s about trying to

get the best fit’ (Local Authority representative Interview, 2021).

In addition to that, one Local Authority shared that the PRS leasing scheme enabled
them to provide housing options to applicants who were at the bottom end of their
social housing list as their circumstances did not meet the criteria to prioritise them
for social housing. Another Local Authority mentioned that they offered viewings of
the potentially matching property to eligible tenants. However, there were conditions

3 In spite of the hopes Local Authorities had shared during Phase 1 interviews that they will be also able to
discharge Section 75 relief duties through the scheme, this is not legally provisioned for and therefore they
were not able to do so.

38



5.32

5.33

5.34

5.35

5.36

relating to the number of properties tenants could decline, which could result in their
homelessness duty being considered discharged if the Local Authority deemed that

a suitable offer had been made.

Pathfinder Local Authorities had further developed the processes they had in place
since Phase 1 to assess tenants’ need for support. Examples that Local Authorities

mentioned included:

e a support needs assessment, identifying applicants’ support needs and what
accommodation type would best meet those needs;

e a housing options adviser being allocated to applicants through the housing
register and

e support specifically for the moving-in / pre-tenancy phase, assisting tenants to

go through the tenancy agreement process, their benefits’ applications, etc.

However, one Local Authority remarked that it was unclear the level of support
tenants would need after they moved in and how long the support needs would last.
That was because as Housing Officers developed a closer relationship with tenants,

they identified issues they were initially unaware of.

In two of the three Local Authorities, tenancy support for the PRS leasing scheme
was (to be) delivered through existing contracting arrangements, while the third
Local Authority mentioned that they had in-house teams offering tenancy support

and did not need a contractor.

No major or unresolved issues with tenants were reported. One Local Authority had
minor damage and a delay in housing benefit payments, the latter resulting in
weeks of arrears building up. Another Local Authority shared that while they were
previously flexible regarding allocating tenants without having signed the tenancy
agreement first, after coming across some complexities they decided to have all
paperwork with tenants resolved prior to the moving-in date. The third Local
Authority had no issues to report, but attributed that to the good condition of the

rented properties and the tenants’ low need for support.

One of the Local Authorities had gathered feedback from their tenants and shared

that the tenancy agreement was seen as quite easy to understand. Tenants had
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further commented that even though it was not a secured or contractual tenancy,

they appreciated that the tenancy was sustained for a period of five years.

Lessons learnt

Going forward locally

Two of the pathfinder Local Authorities expressed their worries about the volume of
paperwork required to bring properties on board the scheme, especially in terms of
how this would affect their workload once they had numerous properties to process
within a short timeframe. Particularly time-consuming and resource-intensive tasks
were reported to be the making of inventories for properties with photographs and

having to collect all necessary information from landlords prior to signing the lease.

One Local Authority added that landlords had been surprised that they were asked
to provide detailed information (land registry insurance, gas and electric certificates,
EPCs, etc.) and to have their properties inspected by the Local Authority prior to
signing the lease. Local Authorities also reported that proof of land registry
documentation caused issues as it was not routinely requested by letting agencies,
and therefore landlords were not familiar with the process, which could result in
further delays. The other Local Authority commenting on these issues reported that
landlords found it hard to comprehend that delays could occur due to the Local
Authority having to follow the same entangled process for all landlords joining the

scheme.

Positive feedback was received by one of the Local Authorities regarding the recent
increase in Local Housing Allowance (LHA), meaning an increase in the level at
which rents were set locally for the PRS leasing scheme. They expected the
scheme to start becoming more competitive with the local private housing market as
a result of this, which would enable them to recruit more landlords and properties.

Another pathfinder Local Authority mentioned that they were operating the PRS
leasing scheme as part of their social lettings agency (including using the structures
already in place to administer the scheme, such as provisions for housing officers,
how regularly inspections would be carried out, format of letters to be sent, etc.), but

at the moment of interviewing the scheme was not as popular as other comparable
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schemes, meaning that the properties on the scheme were only a fraction of those
that they were currently managing. However, they were happy that the scheme has

provided an additional funding source that they can employ where needed.

41



6.1

6.2

6.3

Tenant perspectives: Sustaining tenancy and feeling ‘at home’

Background and main points

This section examines the responses of the tenants living in a range of
accommodation types through the PRS leasing scheme. As a consequence of the
COVID-19 pandemic, all data collection was undertaken virtually, which posed
challenges in gaining the number of tenants to be interviewed. However, of the 10
tenants who initially accepted the invitation for an interview, six tenants were

eventually interviewed.

The tenants offered PRS leasing scheme accommodation were all families with
children, consisting of single parent households, two parent household and single
individuals caring for family members. This included children of a variety of ages
from young children, teenagers and young adults, some with disabilities and
learning difficulties. The adults themselves had faced trauma and adversity
throughout their lives alongside their housing insecurity. The tenants all had
previous experiences with the private rented sector, with half of the tenants
highlighting negative experiences of low quality, unsuitable housing. All tenants
interviewed had been at risk of homelessness due to eviction, illegal landlord
behaviour and financial arrears. Three of the tenants had experienced rough
sleeping, Bed and Breakfast (B&B) accommodation, sofa-surfing, or otherwise
unsafe or make-shift housing prior to being offered accommodation through the

PRS leasing scheme.

Process

The immediacy of the move into their new accommodation was evident for all
tenants interviewed. The majority of those tenants spoke of the smooth process in
transitioning over to the scheme’s accommodation. On average it took two weeks
from viewing the accommodation with Local Authority housing teams to moving in.
During the moving-in period, scheme leads from the Local Authority housing teams
supported the tenants through discussing financial arrangements, tenancy contracts
and expectations of the scheme. This process was standardised across all Local

Authorities. However, only two of the tenants clearly understood the aims and
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objectives of the scheme and the additional support features throughout their
tenancy agreement. Others were grateful to receive this accommodation but did not
understand how it differed from other private rented housing. Despite not fully
understanding the aims of the scheme, security was felt through having one lead
contact from the Local Authority from the beginning of the process to date and the

longevity of the 5-year leasing arrangement.

Two of the tenants highlighted the difficulty in gaining housing options through the
Local Authority, including the challenging bidding system, undesirable housing
locations and unsuitable housing type. Following lengthy discussions with Local
Authority representatives, some tenants felt ‘overjoyed’ to be given the

accommodation on the scheme.

One tenant described the process as ‘horrendous, never experienced anything like
this in my life’ (Tenant Interview, 2021). They had sought housing support from a
national housing advice organisation after being evicted under Section 21 ‘notice of
possession’ and were contacted by the Local Authority who first gave them B&B
accommodation and then referred them to the scheme’s accommodation. The
tenant had not experienced social housing or the Local Authority housing system
before and mentioned feeling ‘disempowered and degraded’ by the process (Tenant
Interview, 2021). Limited communication between the Local Authority following the
signing of the leasing contract and lack of support at the moving-in stage were also

reported by the tenant.

Three of the tenants reinforced the need for further practical support from the Local
Authority when moving into their property. All properties were unfurnished, many not
having basic appliances, up to date appliances or usable goods, therefore tenants
were required to fully furnish properties with soft furnishings, small appliances, white
goods and additional fittings. This was problematic for tenants due to their housing
history, moving between properties/short-term lets, sofa surfing experience of
staying with friends and family and financial difficulties with many tenants unaware
of the ‘furniture packs’ available. One individual stated that ‘it is difficult to make it a

home when | don’t have anything’ (Tenant Interview, 2021). Some tenants gained
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this type of support from family and friends and those who did not have that network

continued to have difficulties in fully furnishing their properties.

Affordability

The range of financial circumstances of tenants, including their income levels and
benefits, impacted their experiences of the scheme. There were financial pressures
reported for both tenants in employment and for tenants receiving Universal Credit.
As a consequence of caring responsibilities those who worked were part-time,
therefore the number of hours they were able to work only covered part of the rental
costs. One tenant stated that to be able to i) manage caring responsibilities of family
members who lived in the accommodation, ii) work and iii) attend training for
employment purposes, they had to reduce their hours of work. The tenant stated
that the financial implications of this may cause affordability issues in the long term.
This was an issue across the board for tenants, consequently despite feeling
comfortable within the home, the previous issue of affordability of housing versus

caring responsibilities persisted.

This issue was reinforced with one of the tenants stating that they could not afford
to ‘lose out on Universal Credit support by working part-time’ (Tenant Interview,
2021) alongside having to care for a child with a neurodevelopmental disorder, who
at the time of the interview was not enrolled in any training or educational
programme. Alongside this, all tenants stated that their current financial
circumstances did not allow them the freedom financially to afford anything further
than living costs, with many stating they could not save, invest or spend on luxuries

for their children.

On a practical level, tenants who received Universal Credit to cover their rental
costs suggested that the form in which this was paid was not helpful and the
preferred option would be for the rental costs to be paid directly to the Local
Authority. For example, one tenant said: ‘I would then know where | was in terms of
the money coming in every month, to afford my food shop and that’ (Tenant
Interview, 2021). This practical support would allow tenants to budget sufficiently for

additional expenditures such as living costs, bill payments and care costs.
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Suitability and quality of housing

The quality of accommodation varied throughout all geographical areas, which
impacted the experiences of the tenants. Some tenants had no maintenance issues
or difficulties moving in and had been given an additional bedroom deemed
necessary for the size of their household. Other tenants had undertaken small
works to update the property such as painting and altering rooms. This had
consequently supported them in feeling comfortable, in a clean and safe

environment to call home.

However, one tenant highlighted the health and safety risks throughout the property,
including mouldy carpeted areas, unsafe location of washing machine beneath the
hob, a leaking toilet and floorboards with black mould beneath. Despite discussions
regarding the quality of the accommodation with Local Authority representatives
prior to moving in, the tenant had signed for the property and was self-funding the
works required, borrowing from family members to do so; ‘you can't live like this, it is
unhygienic’, they explained (Tenant Interview, 2021). The tenant did not feel they
had any other option than to move into the substandard accommodation and
continue the works themselves, as no other long-term housing alternative was
available. In addition to the low-quality accommodation, the expectations set out by
the Local Authority in relation to these issues had not been upheld prior to the
tenant moving in. This included the removal of old, large furniture that was not
required, safety features added to the boiler, carbon monoxide monitor to be added,
hazardous garden rectified and inappropriate adult toys left in the bedroom of the
owner alongside other belongings. ‘I feel like they keep lying, | even rang the charity
who was supposed to come and remove the furniture, they hadn’t heard anything of
it, so they came and said this stuff isn’t even sellable, so | had to knock it all down
myself’ (Tenant Interview, 2021). These health and safety issues had impacted the

quality of life and the mental health of the tenant and their family.

Additionally, the variety of housing types available through the scheme had played a
role in the experiences of the tenants. The housing types included flats with outside
space, flats on higher levels, two- and three-bed houses, some with and others

without outdoor space and additional features such as a garage. These housing
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types ranged throughout all geographical areas and influenced how secure tenants
felt within their new homes. For example, a couple with one small child was given a
three-bed property ranging over three floors, with garden and parking space; a
single-adult household with two children to care for received a two-bed flat with
limited outside space and a single parent with one young adult with disabilities was

given a two-bedroom flat.

Another tenant highlighted how grateful they felt to receive a two-bedroom flat but
noted the difficulties when their children, who did not live at the accommodation full-
time, came to stay as per a legal arrangement three days a week. Due to their
frequent visits, the tenant had resorted to using living spaces, the sofa and camping
beds in the two-bed flat to accommodate the additional children. The constraints of
the under-occupancy penalty (known colloquially as the ‘bedroom tax’) influenced
the tenant’'s accommodation size. Consequently, the space was unsuitable for the

number of children and impacted the young adult’s health and wellbeing.

The suitability of the size of the property offered had also troubled a single adult
household caring for two of their family members and currently allocated in a two-
bed property. These two family members may soon need to stay in separate rooms
— a change that may have to happen within the leasing period of the contract — as
well as an additional family member needing to move in the property. The tenant
discussed this issue with the Local Authority prior to signing the leasing contract
and additional support had been provided by social services. Consequently, where
appropriate, the experience of this family suggested that further communication was
required between housing teams and social services to ensure the property

allocated was suitable and comfortable for all individuals.

Overall, despite issues with size, number of bedrooms and suitability, all tenants
were pleased with the location of the housing due to its amenities, proximity to

school, quiet residential areas and access to urban areas.

Support

The maijority of tenants were not aware of the additional support available to them

through the scheme. Despite having financial difficulties, employment constraints
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and caring complexities, many had not sought appropriate support once in the
accommodation. Two tenants did seek financial and budgeting support through the
Local Authority, however there was a delay in the service for one-to-one budgeting

support.

In terms of maintenance issues, all tenants were aware of the key contact within the
Local Authority to ask, while two had made maintenance calls with the responses
being quick and effective. However, one of the tenants, having had a previous
negative experience with the Local Authority in the process of setting up and
moving into the accommodation, did not continue to contact the Local Authority for
maintenance support, due to the lengthy wait times and unsupportive conversations
they had experienced. This resulted in the tenant completing and self-funding the

maintenance works.

Additionally, issues surrounding accessibility of communication and information was
evident. Tenants discussed the complexity of the leasing contract, its length and the
inaccessible nature of language used. One tenant struggled due to learning
difficulties and any communications sent via email, any written documents and
documents with numbers posed a challenge for them. This need was not picked up
by the Local Authority and affected the way in which the tenant was able to
communicate with the Local Authority and due to this difficulty key information was

missed.

Future

Four of the six tenants interviewed suggested that the offer of a longer-term tenancy
had reduced their anxieties for themselves and their family. When asked where they
saw themselves in one year’s time, all tenants reinforced that they would still be
living in the scheme’s accommodation, with some discussing their plans to decorate
and work on the outside space. When asked where they saw themselves in five
years’ time, four of the tenants would like the option to extend their tenancy in their
current accommodation. The remaining two tenants responded that this would
depend on how their personal and/or professional circumstances change in the

meantime.
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6.20  This highlights that once tenants feel ‘at home’ in their tenancy, it allowed them to
consider beyond their basic necessities and housing arrangements, envisioning
future aspirations and life goals. None of the tenants specified moving out of their
tenancy into owner occupation and focused on long-term rental. On average
tenants were positive with regards to their futures, and some did enquire whether
the five-year leasing arrangement could be extended (e.g.to suit families with
children requiring long-term, sustainable living arrangements). However, one tenant
struggled to look towards the future due to their negative experience so far of the
scheme. They did suggest that they would continue to rectify issues with the
property, but also that after the five-year lease would like to have the opportunity to

buy the property after having invested in it.
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Landlord perspectives: Leasing arrangement working for all

Background and main points

This section examines the responses of the landlords who owned the properties

leased through the PRS leasing scheme. Landlords were contacted to share their
experience of the scheme to date and interviews were conducted virtually or over
the phone. There were nine landlords on the scheme at the time of interview, and

were interviewed across all the pathfinder Local Authorities.

The landlords’ experiences varied throughout the geographical areas, with some
residing the same LA as their rental property and others only owning property for
business. Between them the property types differed greatly, with one landlord
owning three flats made up of two to three bedrooms each, three landlords owned
two-bed flats, and five landlords owned three-bed properties. Two landlords had
extensive experience in the industry and had a portfolio within the area, with one
landlord managing this portfolio remotely. One landlord represented a local
community business and had invested in a property through the scheme to gain
regular income for their business. All other landlords owned one property each,
which included inherited properties and properties bought specifically for the
scheme. The scheme may encourage landlords with small portfolios within the local

area.

Process

All landlords discussed the extensive benefits of being involved with the scheme.
This included financial security with a steady stream of income, limited management
of property and moral benefits of supporting those in housing insecurity. The
majority of landlords focused upon the ‘stress free rental’ aspects of the scheme
which allowed for long-term financial gain with limited concerns with regards to
managing tenants of the property. Two of the landlords were aware of the aims and
objectives of the scheme in supporting those at risk of homelessness. This was
reinforced by both landlords choosing properties with support from the Local
Authority, specifically to let through the scheme to invest their additional finances

securely. These landlords found information about the scheme on the Local
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Authority’s website, however all other landlords coincidentally found out about the

scheme through marketing booklets and landlord support sites.

In general, landlords had positive experiences of setting up their properties on the
scheme; many had contacted the Local Authority themselves and had their call
returned within 24 hours. The process was standardised across all Local
Authorities, and this included: i) a first viewing by the Local Authority; ii) survey of
the property; iii) key documentation collected by the landlord; iv) changes to meet
health and safety standards and v) final checks. The time period varied greatly for
each different case, ranging from two weeks to seven months. Despite the
standardised process for the property to be taken on board by the scheme, the
lengthy process for some landlords caused difficulties, with many considering
leaving the process due to having a vacant property and losing rent throughout this

time.

One landlord described the process as having been ‘frustrating and disappointing’
(Landlord Interview, 2021), referring to the number of documents required for the
property checks and certifications, with these not being asked for at the earlier
stages of the process and consequently causing delays to the properties being
tenanted and the landlords receiving their rent payments. The expectations for
landlords joining the scheme were unclear to many of the landlords interviewed at

the beginning of the process.

Delays were more frequent in the following circumstances: i) due to breakdown in
the communication between Local Authority departments, particularly in relation to

financial arrangements and ii) due to incorrect documentation.

Finance and housing updates

Following the housing survey and checks some of the properties required updating.
This varied from decorative work, whole room renovations and new appliances to
additional health and safety features. For some these changes took less than a
month, however for others it took over three months, with these changes requiring
additional checks before the properties could be let on the scheme.
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Eight of the landlords were aware of the maintenance grant and interest free loan,
however only one landlord used the grant for updating and renovations. This
landlord stated that the process was simple, ensuring all receipts were in order for
the full amount to be reimbursed. One landlord was not aware of these incentives at
all. Two landlords were given information with regards to these financial assistance
options, however they were discouraged by the Local Authority due to the lengthy
timeframe needed to process the loan or the grant; ‘they said it would take a long
time to sort it all, so | paid for it myself to keep everything moving’ (Landlord
Interview, 2021).

All landlords who had to make changes to their properties in readiness to let on the
scheme suggested that they may not have been required to make these upgrades
and renovations if the property was let through the private rented sector or through
a private agency. Yet, they mentioned that the additional work required was

outweighed by the benefits of the scheme.

Notably, with regards to rental income and the management fee deduction (LHA -
10%), eight of the landlords stated that they would receive higher levels of rent if
leasing privately than through the scheme. Despite this, the security of income over
this set period of time outweighed the reduced rental income for the landlords. For
all landlords the 10% management fee was not a concern and was reasonable. Two
of the landlords suggested a reduced leasing contract time, whereas the other
seven felt comfortable with the five-year leasing arrangement and would welcome

the option of extending the leasing period.

Reflections and future arrangements

The main area of concern for landlords was the quality of their accommodation after
the five-year lease. Due to negative experiences in the past with the state in which
their properties were returned to them post-lease, such concerns persisted even
though properties would be managed and maintained through the scheme. ‘After all
this work | do not want the property given back to me in a bad shape’, mentioned
one interviewee (Landlord Interview, 2021). However, despite these underlying

concerns, the majority of landlords felt ‘privileged to help someone in need’
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(Landlord Interview, 2021). This highlights landlords’ awareness of the ongoing
housing crisis and insecurity and the impacts these are having on vulnerable
individuals, as well as the landlords’ willingness to play a role in tackling this.
Consequently, the vast majority of the landlords would consider further renting their
property through the scheme as long as support from the Local Authority
improved/continued. If their properties had not been leased through the scheme,
two landlords mentioned that they would not have invested and bought these
specific properties, while the remaining seven landlords would have rented them

through a private agency.
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Recommendations and considerations

The recommendations and considerations for the national rollout given here are

based on discussion with the three pathfinder Local Authorities which were

interviewed twice (Phase 1 & Phase 2) and had progressed in the implementation of

the scheme.

Housing stock — The implementation of the scheme depends on each Local
Authority’s experience and resources. For example, Local Authorities with
housing stock should already have associated resources, procedures,
systems and learning in place, which they can employ to further support and

promote the launching of the scheme locally.

Geographic factors are key — Different challenges will be faced depending
on the characteristics of each Local Authority’s areas and their respective
housing markets. For example, high density urban areas may need a
different promotion strategy and approach compared to areas with large
numbers of holiday properties. One of the pathfinder Local Authorities
commented that there were noteworthy differences even among the
townships under their control, so to extrapolate to the rest of Wales is

particularly difficult.

LHA and rent rates — Considering that the rent rate currently set at LHA -
10% is not particularly competitive to local private housing markets and thus
not an attractive option for many landlords, two of the three pathfinder Local
Authorities had their reservations about how successful this aspect would be
in a national rollout. However, it is important to consider here that the recent
increase of the LHA rate, as also acknowledged earlier, may have a positive
impact on this. Additionally, one Local Authority suggested that making the
scheme available in areas where house prices/rents were cheaper would
mean that landlords would receive a better return for their money and

therefore that the scheme would have a greater uptake.

Risk management — One of the Local Authorities commented on the need to

consider their budgetary position and the financial risk they would be
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prepared to take in implementing the national scheme. For example, to what
extent would Local Authorities be able to cover for tenant damages and how
could the risk of disproportionate expenditure on that area be mitigated? One
Local Authority shared that to mitigate risk when loans and grants were
provided as part of the scheme, they required a legal register from landlords.
Because this was not a requirement set by the scheme, they had to develop

their own documentation for this process.

¢ Scheme length — One Local Authority proposed the national scheme be
without a set end date to avoid contractual impediments with break clauses,

lease lengths, etc.
8.2 Recommendations based on interviews conducted with tenants:

e Practical support — Further practical support should be given to tenants
such as at the moving-in stage, providing initial budgeting and tenancy
support, with this support outlined in an accessible manner for tenants.
Furthermore, the support offered by each Local Authority should be
effectively advertised and communicated to tenants, so they are aware of the
options available to them, how to access them and to what extent these can
help them resolve tenancy related issues. To achieve that, a guide similar to
the ‘tenants’ pack’ one of the pathfinder Local Authorities has already created

can be distributed to tenants upon joining the scheme.

e Transparency — Tenants should be made aware of the scheme’s aims and
objectives for transparency. Expectations for all parties involved (tenants,

landlords and Local Authorities) should be clarified at the first point of call.
8.3 Recommendations based on the interviews conducted with landlords:

e Advertising - It may be beneficial to further advertise the scheme using a
range of outlets from online, social media and prominent landlord portals. A
successful advertising strategy should include promoting the incentives of the
scheme, particularly the maintenance grant and interest free loan which are

currently receiving an uptake lower than anticipated,
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e Application process for incentives — The process for applying for and
administering the maintenance grant and interest free loan needs to be
revisited with the aim of becoming smoother, and thus further incentivise

landlords to enquire about the scheme.

¢ Documentation and checks — Outlining at the early stages of contacting
landlords the full onboarding process, all mandatory checks and the
documentation that needs to be submitted by them prior to singing the lease,
would reduce the time needed to bring the properties on the scheme, avoid

delays and ensure all parties understand what is required from them.

e« Timings — To ensure the scheme is attractive to a range of landlords, it is
necessary to reduce the time frame of the process of leasing the property on

the scheme.
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9. Concluding remarks

9.1 The purpose of this report was to conduct an evaluation of the Private Rented

Sector Leasing Scheme Pilot, which is aiming at:

Improved access to affordable and good quality homes in the PRS for those
in receipt of benefits, including universal credit, through the removal or
reduction of risks which property owners may perceive as arising during a

tenancy.

e Longer term security of accommodation for tenants at risk of homelessness

by providing accommodation for a period of up to five years.

e Tailored and regular support to help tenants maintain their tenancy, during
the scheme and in the future. It is envisaged that this will include support and
advice on how to live successfully and independently in settled

accommodation, including around money management training.

e Reducing the stigma and cases of discrimination. Successful participation in
the scheme will demonstrate that with the right support there need be no
greater risk associated with renting properties to those on low income or

receiving a benefit contribution towards their housing costs.

¢ Improved standard of those properties in the PRS which are part of the
scheme. This will be achieved through the provision of financial assistance to
bring properties which are to be let under the proposed scheme up to an

agreed minimum standard.

9.2 This research suggests that the Private Rental Sector Leasing Scheme has shown
promising signs of achieving good outcomes for tenants via increasing the stock of
property available to Local Authorities for working with households at risk of
homelessness. The scheme has also achieved a difficult balance between meeting
the needs of tenants, landlords and Local Authorities. There is good reason to
expect a national rollout to produce even better results by increasing the profile of

the policy, enabling central resources (e.g. more online information for prospective
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9.3

9.4

landlords and tenants) and lowering ongoing per-property costs of operating the

scheme following higher initial costs for implementation.

An important point to highlight is the impact of the COVID-19 pandemic on the pilot,
which has made it more difficult than expected to implement the scheme. This has
affected communication, via limiting face-to-face activities, and processes such as
visiting and surveying properties. The pandemic has had staffing implications for
Local Authorities and has increased waiting lists for housing, particularly for single-
person households. It is likely that in the absence of the pandemic, take-up for the

trial would have been significantly larger.

Going beyond the overall assessment that this pilot is showing evidence of
achieving its aim, this evaluation has identified potential issues, some of which have
already been addressed. There has been a problem relating to the original lease
length of five years, with many buy-to-let mortgages restricting maximum lease
length to three years. There have been some problems with delays in getting
properties into the scheme, with processes taking longer than originally planned. It
is unclear to what extent this problem would diminish over time as the policy
becomes more established and processes become more efficient. A final point to
highlight is that the policy will not be equally beneficial for all Local Authorities and
depends on local characteristics. A key consideration here is the rate of local rental
price growth, which causes rents to move too much above LHA rental rates for
other aspects of the policy to be sufficiently attractive for landlords to attract

properties into the scheme.
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Annex A — Semi-structured interview scripts

Phase 1 and Pilot Extension: Local Authority interview questions and prompts

1. First, can you please tell me about your role in the Local Authority? How long have
you worked for the Local Authority?

2. What is your role in implementing the PRS scheme?

3. What are your expectations for this scheme?

Setting up the Scheme:

The next set of questions will be about your experiences setting up the scheme.

1. How has the process of generating, maintaining, and supplying information about
setting up the scheme to the Welsh Government been?

2. How many staff are currently working on this scheme? Do you think this is sufficient?
Why/why not?

3. Are there plans to add or release staff once this pathfinder scheme has been fully

rolled out in your Local Authority implemented?

4. At present, do you have adequate financial resources for setting up the scheme? Do
you anticipate needing more or less to administer the scheme once it is fully set up?

5. Are you currently able to meet Welsh language requirements for participating
landlords and tenants?

6. Has the COVID-19 pandemic affected how you had proposed to operate the scheme
in your area?

7. IF YES: how?
Working with Landlords:

These next questions will be about your experiences recruiting and working with landlords.

1. How many landlords have you signed up to the scheme so far?
2. How do you decide on which landlords to include in the scheme?
3. How do you ensure that the landlords in the scheme

do not displace other needy tenants?

4. How easy or difficult has it been to recruit landlords?
IF EASY: what has made it easy?
IF DIFFICULT: what has made it difficult?
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What kind of feedback have you gotten from landlords?

IF NOT MENTIONED: How do landlords feel about:

The LHA minus 10%?

the lease length?

the break clause

relinquishing control of the property to the Local Authority?
the grant & loan associated with the scheme?

Do you think there are enough suitable Private Rental Sector properties in the area to
meet the needs of the scheme?

What are the ‘high demand’ areas in your Local Authority?
Are there enough suitable properties there?

Are there enough landlords interested in participating there?

Property Maintenance:

1.
2.

5.

How many properties have you surveyed so far?
How easy or difficult has the process of surveying properties been?
Have there been challenges? IF YES: What?

About how many of the properties surveyed so far have met all the mandatory
elements necessary for inclusion in the scheme?

For the properties that have not met the mandatory elements, which standards are
they failing?

Who are you using (or planning to use) for repairs & maintenance?

Working with Tenants:

1.

Do you know what the proportion of tenants under Section 75, 73 & 66
is in your area?

How do you prioritise prospective tenants within a particular duty of care?
For example, how do you prioritise one Section 66 over another Section 667?

How have you planned to assess tenants’ need for support?
How has this process been developed? Do you anticipate challenges in
implementing these assessments?
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10.

How are you offering support to tenants? How many are taking it up?
Are you working with other organisations to offer this support?

IF YES: If so, who?

Do you plan on contracting out any tenancy support?

IF YES: What and with who...?

Have you been working with the Department of Work and Pensions/Job Centre Plus?
IF YES: How has that process been regarding impacts on tenants’ benefits?

Will you be setting up weekly, monthly or a combination of rental payment
increments? Why?

How do you plan to manage the balance in priorities between tenants and
property owners?

How has COVID-19 impacted your waiting lists?

With all the changes brought about with COVID-19, do you view the PRS leasing
scheme as more useful for discharging homelessness duties than before?

Working with other Stakeholders:

1.

Are you currently partnering with RSLs, Local Housing Authorities or organisations in
the Third Sector?

IF YES: who? How are you deciding who to partner with? How are you setting up and
managing these partnerships?

IF NO: Do you plan on partnering with any of these organisations in the future?
(who?)

Closing

1.
2.
3.

What, if anything, concerns you about implementing this scheme?
What, if anything, concerns you about administering this scheme?
Is there anything we have not discussed that you would like to share?

Those are all the questions | have- do you have any questions you would like to ask
me about the research? Thank you for your time and input.
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Phase 2: Local Authority interview questions and prompts

1.

2.

First, can you please tell me about your role in the Local Authority?
How long have you worked for the Local Authority?

What is your role in administering the PRS scheme?

Administering the Scheme:

The next set of questions will be about your experiences administering the scheme.

1.

How has the process of generating, maintaining, and supplying monitoring and
financial information about the scheme to the Welsh Government been?

How many staff are currently working on this scheme in your organisation?
Do you think this is sufficient? Are there plans to add or release staff for the scheme?

IF NOT ADDRESSED: Had you always planned for these staffing changes or are
they due to unexpected needs or staff availability?

At present, do you have adequate financial resources for administering the scheme?
Do you anticipate needing more or less to administer the scheme in future?

Working with Landlords:

These next questions will be about your experiences recruiting and working with landlords.

1.

How many landlords have you signed up to the scheme so far in your Local
Authority?

How easy or difficult has it been to recruit landlords?

IF EASY: what has made it easy?

IF DIFFICULT: what has made it difficult?

How easy or difficult has it been to work with participating landlords?
IF EASY: what has made it easy?

IF DIFFICULT: what has made it difficult?

What kind of feedback have you gotten from landlords?

IF NOT MENTIONED: How do landlords feel about:

The LHA minus 10%?

The lease length?

The break clause?
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Relinquishing control of the property to the Local Authority?
The grant and loan associated with the scheme?

5. Have there been any changes in availability of suitable Private Rental Sector
properties since the scheme has started?

6. Have there been any changes in available Private Rental Sector properties in the
“high demand” areas in your Local Authority?

Working with Tenants:
These next questions will be about your experiences working with tenants.

1. If you know: what is the proportion of tenants under Sections 75, 73 & 66 are
participating in the scheme?

2. How do you select prospective tenants within a particular duty of care?
For example, how do you select one Section 66 over another Section 667?

3. How have you assessed tenants’ need for support? How has this process been?
Have there been challenges in implementing these assessments?

IF YES: What have the challenges been?

4. How are you offering support to tenants? How many are taking it up?
Are you working with other organisations to offer this support?

IF YES: If so, who? Have you worked this organisation before?

IF NEW PARTNERSHIP DUE TO SCHEME: What prompted the partnership?
5. Are you contracting out any tenancy support?

IF YES: What and with who...?
6. Have there been any issues with tenants?

IF YES: What happened and how have you dealt with it?

Property Maintenance:

1. How many properties have needed repairs or maintenance since tenants have
moved in?

Closing

1. What, if anything, concerns you about implementing this scheme to more properties

in your area?
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What, if anything, concerns you about implementing this scheme across the
whole of Wales?

What advice would you give to other Local Authorities implementing the scheme?

Thank you, those are all the question | have. Is there anything that we have not
discussed that you would like to share?

Landlord interview questions and prompts

1.

How long have you been a landlord?
Number of properties; type; area.
What are the properties you are leasing through the scheme?

Number of properties; type of property; number of beds; location of properties; how
long have you owned the property?; previous use; Has it always been a rental?; Any
properties declined and why?

Process and Expectations

1.

Can you please share what motivated you to take part in the scheme?

When did you first find out about the scheme?;
How were you introduced to the scheme?

What was the process of becoming a landlord on the scheme?
Length of time; property checks; outline of scheme information.

Did you have to make any changes to your property/properties before the scheme
started and how were these funded?

Health and Safety; Structural changes; updating; funding.

1.

Have you been offered grants or loans? How did you find this process?

Process; why choose grant or loan?; If decline, why did they decide this?;
Different terms and conditions; Another incentive?

What are your views of the current terms and conditions of the level of management
fee, the rent you receive and the leasing arrangement?

How much lower would the rental offer need to have been for you not to participate in
the scheme?; Is the 10% management fee too much?; Is 5 years leasing contract too
long or too short?

In general, how easy or difficult has it been working with the Local Authority?
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Signing up, survey of property, follow up discussions; on-going support.

4. What are your expectations of the scheme?

Income level; social benefits; tenancy longevity.
1. What are the benefits of being involved in the scheme?
For yourself and for the tenants.
2. What are your concerns about the scheme?
Management of tenants; long term income; support changes.
3. Do you feel confident they could manage any difficulties that might come up?

E.g. Anti-Social Behaviour complaints. Are they content with any referral pathways
set up? Do they feel that their interest in the property is protected?

End

1. Based on your experiences so far, would you recommend the scheme to other
private landlords?

2. What advice do you have for other Local Authorities who may want to implement the
scheme?

3. If you had not chosen to lease your property through the scheme, what else would

you have done with the property?

Client group; purpose; any other similar properties you are currently
leasing of this nature.

1. Is there anything else you would like to add?
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Tenant interview questions and prompts

1.

When did you move into your current accommodation? Do you like it?

Month; Movement flexibility.

2. Please could you take me through your accommodation journey?
Housing history; Type; Length of time in accommodation; Movement
choice/causation.

Process

3. What made you decide to move to your current accommodation?
Causation; With whom?; Feel settled.

4. Can you tell me about your current accommodation?
Type; number of beds; communal area; outside space.

5. How was the process of moving in and setting up your home?
Time it has taken; support given throughout; Furnishing the accommodation;
expectations of the property.

6. How is renting this property different to the other properties you have rented?
Difference in quality of accommodation; changes in support; feeling.

7. If something breaks or you needed a change made to the property. Would you feel
confident addressing it?
Have you had to make any requests about the property?

8. How did you find out about PRS scheme?
Who told you about the scheme?; Do you know what is expected of you? ; What
aspects of the scheme are most important to you?

9. How long is your contract for this property?
Is there support noted in the contract?

10. Do you have any worries about the scheme?

Concerns; implementation of scheme in the long term; Expectations of the scheme
long term?
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Support

1.

What type of support do you receive through the scheme?
Financial; Tenancy living; longer term arrangement; employment.
What organisations support you?

Location; in house; external agencies.

Has this support been better or worse than support you have been in other
tenancies?

Have you ever had this type of support before?; What type of previous support?

Changes

1.

If anything, what would you change about the scheme?

Advice in setting it up in other areas?; Different support; understand enough about
the scheme; expectations.

Where do you see yourself in one year’s time?
Employment; Housing; Scheme; personal life.
Where do you see yourself in five years’ time?
Employment; Housing; Scheme; personal life.

Is there anything else you would like to add?
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