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Introduction 
The National Housing Federation supports the principle of a Universal Credit and recognises the need for reform of the benefits system. However, the Welfare Reform Bill cuts great holes in the safety net of millions of people up and down the country. If it passes through the Lords unamended, many of the most vulnerable people in our society will face serious hardship. 
Effective scrutiny is always important but it is vital when what is being debated gives Government a raft of new powers. The Welfare Reform Bill will do just that, allowing the Secretary of State to make changes through secondary legislation that will impact upon the entitlements of millions of people across the UK, with little scrutiny from Parliament. This briefing provides an overview of our key concerns ahead of Lords Second Reading.
Direct payments to landlords 
The Bill is silent on the continuation of direct payments of housing benefit to landlords. Any changes to the way payments are made are to be set out in regulations at a later date and it is vital that this issue is properly debated. We believe that removing this choice from tenants will be burdensome, expensive and could force millions into arrears. We are seeking assurances that tenants will continue to be allowed to choose to have payments paid direct to landlords. 
· A pilot study by one of the country’s largest housing associations identified additional transaction costs of £300,000 for its 16,500 tenants on housing benefit if 90% were to move to payments direct to tenants
. Our modelling suggests that this would equate to nearly £100 million of additional transaction costs across the sector.
· The pilot also found that the removal of direct payments to landlords increased arrears as a proportion of the total rent roll from 3% to 7%. Our modelling suggests that if this was replicated in housing associations across the country arrears would rise by £320 million.
· Direct payments help reduce personal debt and the risk of people losing their homes. More than 15% of local authority tenants and 13% of housing association tenants do not have a bank account, and so would be unable to pay their rent by direct debit if direct payments were stopped.

· For social landlords, the financial security that comes from direct payments has been critical to their ability to secure private investment at highly competitive rates, maximising their capacity to deliver much needed affordable homes at good value to the tax payer. 
‘Under-occupation’ penalty – social housing tenants
Clauses 11 and 68 of the Bill give powers to the Secretary of State to set, through secondary legislation, the level of housing benefit without any regard to actual rents in the social or private rented sectors. 
The Government wants to use this change to introduce, through regulations, cuts to the amount of benefit that people can receive if they are deemed to have a spare bedroom in their council or housing association home. People over pension age are not included in this cut but it will hit disabled people, foster carers, working families on low incomes and families with young children. We believe this measure is punitive, poorly targeted and that it will do little to address the problems of overcrowding. This measure should be withdrawn.
· The Department for Work and Pensions estimates that these cuts will affect 670,000 social housing tenants who will lose an average of £676 per year as a result of this change. 
· There is a very limited supply of one bed properties into which people will be able to move. Modelling by the Federation shows that about 180,000 social tenants in England are ‘under-occupying’ two-bed homes, but only 68,230 one-bed social homes came available for letting in the year 2009-10. People will see a cut in their benefit with no prospect of being able to move to a smaller social home.
· The cut will hit foster carers even if foster children are occupying the additional bedrooms because foster children are not counted as part of the household for the purposes of housing benefit.    
Impact on disabled people
· Of the 670,000 claimants expected to be affected, 450,000 (66%) are disabled.
 Many social homes are adapted to be accessible for people with disabilities. Research by the National Housing Federation found an estimated 100,000 working-age social housing tenants in the UK claiming housing benefit live in adapted homes with one or more ‘spare’ bedrooms.

· Putting personalised adaptations into new smaller properties will be costly. The average cost of the relevant grant for this work exceeds £6,500, a ramp costs £500 and a level access shower costs £3,500. Failure to exempt disabled people living in an adapted property from this measure may therefore lead to a net cost for the taxpayer. The Government must ensure that appropriate exemptions are put in place. 
Overall benefit cap
The Bill gives the Government the power to cap the total benefits to which a single person or family is entitled. This will be set in line with the ‘estimated average earnings’ of a working household. Housing benefit should be removed from the calculation of the cap in recognition of the unavoidable variations in housing costs.  
· The measure risks uprooting families from their communities or pushing them into debt, arrears or homelessness. This includes families in housing association homes let at near-market (up to 80% of market value). 

· The cap as it is currently designed is unfair. It does not take into account the significant variations in income and housing costs across the country and therefore excessively penalises households living in regions with higher than average rents.
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