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Charities and regulation of social housing


Over two thirds of Registered Social Landlords (housing associations) are either registered charities, or enjoy charitable status.  They are subject to charity law and regulation as well as other regulatory regimes.  As the independent regulator of charities in England and Wales we have some concerns regarding the implications of the Bill, as drafted, for those housing associations which are also charities.  We are also exploring a possible change to charity law that will ease the overall burden of regulation on this group of charities.

The involvement of charities in the social housing sector  

There are over 1400 charitable Registered Social Landlords in England and Wales
.  Some are industrial and provident societies, whilst others are structured as charitable companies or trusts.  Altogether they make up over two thirds of the social landlords registered with the Housing Corporation. 

How charities providing social housing are currently regulated

Charities which provide social housing can be split into three categories.  In total we regulate 745 charities which provide social housing, this includes over 50 of the 500 largest charities on our register with annual incomes greater than £5 million.  Of the 1424 charitable Registered Social Landlords, around 30% (426) are charitable trusts and registered by us.  Just under half (679) are charitable industrial and provident societies.  They are currently subject to regulation by the Housing Corporation (to be replaced by the Office for Tenants and Social Landlords).  Finally, just over 20% (319) are constituted as charitable companies.  They are currently subject to regulation by us, the Housing Corporation and Companies House. 
The importance of charities’ independence

As well as fiscal advantages, charities enjoy a high level of public trust and confidence.  A number of factors underpin this.  Charitable purposes are defined in law.  A key component of the unique place charities hold in society is the duty of trustees, when pursuing their charities’ purposes, to take decisions at all times in the best interests of the charity and its beneficiaries.  The Charity Commission’s regulatory remit is carefully prescribed by law and, in order to protect charities’ independence, we are prohibited from acting in the administration of a charity. 

Our concerns about the possible implications of this Bill for charities’ independence and charitable status
We are concerned that some of the provisions in the Bill, as drafted, could have serious unintended consequences for those Registered Social Landlords who are also registered charities, or have charitable status.  The Bill would establish a new regulator, the Office for Tenants and Social Landlords, with new proposed powers.  Amongst these new powers would be the right to set compulsory standards for providers of social housing, at the direction of the Secretary of State.  This poses two difficulties.
· First, a requirement might be made by a regulator, whether at the request of the Secretary of State or otherwise, which has the effect of extending the permitted activities of a charity beyond its charitable objects in a way which is not charitable.  This would mean that the purposes of the social housing provider would no longer be exclusively charitable and it would lose the benefits of charitable status.

· Second, the new regulator, in directing charitable providers in how to run their organisations, could undermine those charities’ independence, even though this action may not in itself oust the jurisdiction of the High Court in respect of charities.

We are in discussion with the Department for Communities and Local Government regarding these concerns, and are hopeful that a solution can be found which enables the new regulator to operate effectively but which also safeguards charities’ charitable status and independence.  

Easing the burden of regulation 
Charitable industrial and provident societies which provide social housing, will have a ‘principal regulator’ when the relevant part of the Charities Act 2006 comes into force.  The principal regulator for these charities will be the Housing Corporation, or its successor, the Office of Tenants and Social Landlords.  This means that the regulatory requirements of the Office for Tenants and Social Landlords for these charities will change so that they are regulated as charities by that regulator.  For example, the principal regulator will collect the same information about charities it regulates as the Charity Commission currently does.  However, a significant change will be that if the principal regulator, through its monitoring, identifies a charity law issue that needs to be addressed it will be able to call on the Charity Commission’s expertise in this area.  Similar arrangements are to be put in place for charitable museums and galleries (whose principal regulator will be the Department for Culture, Media and Sport) and English universities, which are also charities but will have a principal regulator in the Higher Education Funding Council for England.

Recommendation
We are always anxious to reduce the burden of regulation for charities whilst maintaining high standards and levels of public trust and confidence.  It is our view that these objectives would be met if charitable companies providing social housing were treated in the same way as industrial and provident societies; ie if the new Office for Tenants and Social Landlords became their principal regulator.  We are exploring ways that this useful deregulatory measure could be made with DCLG and the Office of the Third Sector.  This would mean that 319 organisations would benefit from removing dual regulation in this area. 
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Want to know more about charitable housing associations?


This briefing document is also available electronically via our ePolitix microsite, at www.epolitix.com/EN/Forums/Charity+Commission/, under Publications and Briefings.  For more information contact our Parliamentary Officer, Lindsay Owen, on 020 7674 2464, or �HYPERLINK "mailto:lindsay.owen@charitycommission.gsi.gov.uk" \o "mailto:lindsay.owen@charitycommission.gsi.gov.uk"��lindsay.owen@charitycommission.gsi.gov.uk�
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� Except for this figures for the largest charities on our register, all statistics from the Housing Corporation’s Annual report and accounts, 2006-7





