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Summary of key points: 

• The Federation is opposed to the introduction of regulatory fees for non-profit 
registered providers.  

• Fees would extract much needed cash from housing associations at a time when they 
need to deliver better homes for existing tenants and more homes and services for local 
people as government funding for these is significantly cut back.     

• The comparison with regulation of the privatised utilities is not appropriate because the 
companies in these sectors are profit-making bodies. A more appropriate comparison is 
the charity and not for profit sector where the Charity Commission does not levy fees.  

• At a time of increasing complexity and risk, the Federation believes that the Regulator 
does need access to more specialist capabilities and real control over its resources. 
However, given financial constraint across the public sector we recognise this has been 
difficult to achieve in totality to date. 

• If fees were to be introduced then our members are clear that funds raised should be 
applied to strengthening the Regulator’s capabilities. The Federation is very concerned 
that fees would simply be deducted from the Regulator’s grant-in-aid funding from the 
Treasury, meaning that there would be no service improvement. 

• There is a strong argument for charging an annual fee to for-profit providers in view of 
the special regulatory challenge that their profit-making nature will present.  

• If an annual fee is introduced, it should cover routine regulatory activity in the area of 
governance and financial viability. It should not cover areas in which the regulator’s role 
is essentially reactive, such as consumer regulation and the use of enforcement powers. 
Nor should it cover sunk costs, for example where applications from prospective 
providers fall by the wayside.     

• Proposals for more transparency and accountability about the way the Regulator uses 
its resources are welcome. Indeed there is a strong appetite from housing associations 
for this. But these developments can and should be taken forward irrespective of 
whether fees are introduced or not. 
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1. Introduction and background 

The National Housing Federation is the voice of affordable housing in England. We believe that 
everyone should have the home they need at a price they can afford. That’s why we represent 
the work of housing associations and campaign for better housing. Our members provide two 
and a half million homes for more than five million people. And each year they invest in a 
diverse range of neighbourhood projects that help create strong, vibrant communities. 

The Housing and Regeneration Act 2008, which abolished the Housing Corporation and replaced 
it as social housing regulator by the Tenant Services Authority, provided for the new regulator 
to charge fees. The power, which was transferred to the HCA by the Localism Act 2011, has 
been the subject of discussion from time to time, but has never been acted upon. 

However, the HCA has now issued a discussion paper setting out how a fee regime might work. 
The HCA’s intention, if the decision is taken to proceed, will be to issue a formal consultation 
later in 2014. The earliest possible start date for a fee system in April 2015, although even this 
is very demanding and allows very little room for slippage. 
 

2. Federation's views  

The Federation is opposed to the introduction of regulatory fees. We believe that it will increase 
financial and administrative burdens on the sector (and indeed on the regulator), thus reducing 
resources that could otherwise have been applied to increase the delivery or improve the 
management of housing for persons in need. In exchange for these drawbacks, it offers no 
countervailing benefits: specifically, it is highly unlikely that it will increase the resources 
available to the regulator. Consequently the prospect for the sector is that it will receive the 
same regulatory service as at present, except that now it will be paying for it. 

We do not accept the parallel with other regulated sectors. The crucial difference is that in 
other sectors, typically the company (or its parent body) is a profit-making entity. This means 
that when the fees are taken from the proceeds of the business, the result is to reduce the 
funds available for distribution to shareholders as profit.  

Contrast the position of private registered providers. These bodies are, overwhelmingly, 
housing associations and as such they are non-profit bodies. Their surpluses, accordingly, are 
not distributed to shareholders; they are retained within the organisation and applied to its 
legal purposes. In other words, fees are in effect paid by the organisation’s beneficiaries – 
chiefly, tenants and potential tenants of sub-market housing. 
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The discussion paper is quick to draw parallels with other regulated sectors, and states that the 
“usual regulatory model” is for regulated bodies to pay fees that fund “all or most” of the cost 
of regulation. But the paper does not point out an important exception to this statement, namely 
that charity sector. The regulatory body, the Charity Commission, is funded by the taxpayer and 
does not charge an annual fee; nor does it charge for registration.  

Because charities, by definition, operate for public benefit (like housing associations), and are, 
again by definition, non-profit bodies (like housing associations), we suggest that the Charity 
Commission is a much more relevant comparator than bodies such as Ofwat and Ofgen, which 
regulate commercial companies.  

We therefore remain of the view that the principle of levying regulatory fees is fundamentally 
misjudged, and we call on Government and the regulator to abandon the proposal. 

Before moving on to the practicalities of how a fee system might operate, we wish to 
underscore the point that that although regulatory fees will deprive the sector of resources, 
they will not bring any increased resources to the regulator. 

Although the benefits of regulation to the sector are hard to assess, and we think that those 
specified in paragraph 5 of the discussion paper are somewhat speculative, we do accept that 
effective regulation is important to social housing providers and we agree that the regulator 
needs sufficient resources to do its job properly. Indeed, if we thought that the payment of fees 
would increase regulatory resources, we might, very reluctantly, agree with their introduction 
notwithstanding our objections to the principle involved. 

Yet it seems clear that this will not be the case. Any income derived from fees will be set off 
from the Treasury grant that HCA receives. The net effect, therefore, will be that the resources 
available for regulation will be unchanged, but the burden of providing them will be shifted – at 
least in part - away from the taxpayer and imposed instead on the beneficiaries of housing 
associations work: tenants housed on the basis of need, and persons in need of the sub-market 
housing that associations provide. 

Although we are opposed to a fee system for non-profit registered providers, we can see an 
arguable case for charges for registering new providers, and a strong case for fees for for-
profit providers. We consider these issues below.  

Operation of a fee-based regime 

The HCA estimates the cost of its regulatory work as being in the order of £12.5 million each 
year. With approximately 2.5 million social housing dwellings in the HA sector, this implies, on 
the face of it, an annual fee in the order of £5 per unit. 
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However, even if the principle of fees is accepted, there is a strong case to be made that certain 
activities should continue to be funded by central Government: 

 

• While the cost of registering new providers can be recouped through a separate system of 
fees, the HCA is also engaged in dealing with enquiries from a wide range of persons and 
organisations about the possibility of becoming a registered provider. A high proportion of 
these enquiries do not lead to the registration of a new RP, so there is no mechanism 
through which the cost can be recovered from the organisation concerned. However, it 
would be inequitable to seek to recover it from existing RPs. 
 
• There is a strong case for charging fees only to cover the costs of ongoing regulatory 
activity, so that the cost of responsive regulatory work is not met from fees. This would fall 
into two obvious categories: 

 

o Regulatory enforcement, which by definition is reactive and will apply to only 
relatively small parts of the sector (usually, to a single organisation or group), 
meaning that it would be unfair to recover the cost from the wider sector, while 
seeking to recover it from the provider concerned might involve worsening the 
position of an organisation that may be facing serious difficulties; and 

 

o Consumer regulation, where the HCA has no routine engagement with providers.   
 

To whom should fees apply? 

The scope of the fee-paying obligation should depend on the nature of the organisation 
concerned and the type of regulatory engagement the HCA has with it. 

Local authority landlords, for example, have a very limited engagement. They are not subject to 
regulation regarding governance and viability; in other words they are outside the scope of the 
HCA’s routine regulatory activity. The HCA’s role will be limited to consumer regulation and 
very occasional enforcement; if these activities are not to be funded by fees, it follows that local 
authority RPs should not be required to contribute. 

For-profit providers are a very different case. At present, they are an insignificant part of the 
sector: a couple of dozen bodies, mostly very small. But it is possible that they increase rapidly, 
both in size and number, and that they will impose on the regulator demands of a different 
order of magnitude than those of regulating non-profit housing associations. Already we have 
seen a discussion paper from the regulator about the issues arising from the disposal of stock 
by for-profit bodies, and it is very likely that as this part of the sector grows and matures it will 
present many further challenges. 
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It is essential that the additional costs of regulation are borne by the for-profit bodies that 
generate them.  

We acknowledge, however, that at this initial stage the for-profit part of the sector remains so 
small that HCA lacks any evidential base for quantifying the additional costs of regulating it. We 
therefore accept that to begin with, for-profit bodies should pay fees on the same basis as non-
profit providers. However, the HCA should commit, from the outset, to monitor closely the cost 
of regulating for-profits with a view to introducing, as soon as possible, a differential fee system 
that reflects the additional costs. 

Calculation of fees 

Regarding the calculation of fees, we share the HCA’s preference for a simple mechanism. 
However, the Federation’s own experience of charging fees shows that this is not always easy to 
achieve.  

We agree that if stock numbers are to be a factor in the calculation, this should be based on 
social housing units only. While, in most cases, a self-contained “unit” is relatively 
straightforward to define, there will be issues about the treatment of bed-spaces in shared 
housing. However, these are points of detail that can await the formal consultation if the fee 
proposal goes further. 

New Registered Providers 

The aim should be to set registration fees at a level that meets the regulator’s full costs of 
registration, and we do not think that such a charge will be a major barrier for legitimate 
registrants. It will, however, have the useful effect of concentrating the mind of potential 
registrants and discouraging bodies from seeking registration until they have put together an 
effective business plan, including access to adequate funding. 

Because of the special challenge of for-profit providers, it may be appropriate to set a higher 
charge for registering these organisations, provided the HCA can demonstrate that the costs 
tend to be higher. 

We note that the HCA currently devotes significant officer time to preliminary and exploratory 
discussions with potential registrants. We accept that these discussions are not really part of 
the registration process, and in any case that a high proportion of such enquiries do not 
ultimately lead to a registration at all, so it is unlikely to recover the cost through registration 
fees.  
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However, we think it is reasonable for HCA to seek to limit its costs in this area and we 
therefore urge that it should seek to avoid entering into substantive discussions until the 
organisation can demonstrate that it has undertaken significant work to develop its proposal. It 
should not be the function of the HCA to advise, assist in or support the process of developing a 
proposal; indeed, it should firmly resist any pressure to do so. This approach will not be an 
obstacle to serious applicants, because they will already be aware of the need to work up their 
ideas; but it will deter frivolous or ill-thought-out enquiries and avoid the waste of HCA officers’ 
time in discussing them.       

Accountability 

We note Julian Ashby’s remark that fees “are expected to increase accountability in the sector”. 

We should welcome steps by the HCA to demonstrate to the sector in a transparent way how it 
is using its resources as effectively as possible to deliver its objectives. This process should 
involve an opportunity for challenge to the HCA about its effectiveness and value for money at 
appropriate intervals, with which the HCA should engage in a positive and constructive way. 

We look forward to working with colleagues at the HCA to develop such an approach, which 
would be a very welcome development whether or not fees are charged. 
 

3. Response to consultation questions 

Our responses to the consultation questions follow from our overall policy line as explained in 
the previous section. 

Q1 Do you think there is an in-principle case to charge fees for regulation? 

 No. The sector is dominated by non-profit organisations, so the effect of fees would be 
to divert resources from the delivery of their public-benefit objectives. However, there 
is a strong case for charging a registration fee and an annual fee for for-profit 
providers, once HCA has had an opportunity to assess the additional cost that 
regulating these entities is likely to involve. 

Q2 Do you think fees should cover the full cost of the Regulator or that some elements of 
regulatory costs should continue to be funded through grant-in-aid? 

 Even if a fee system is introduced, there are strong arguments that some regulatory 
costs should still be met by grant-in-aid; in particular, issues that call for a reactive 
rather than a routine engagement by the regulator. There a likely to include consumer 
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regulation and enforcement action. In addition, areas of sunk costs such as providing 
advice and support to prospective providers that do not ultimately register should not 
be borne by those already registered.  

Q3 Do you agree we are taking the right approach to developing the principles? 

 If fees are to be introduced, yes. 

Q4 Do you agree with the proposed approach to initial registration fees? 

 If fees are introduced, then we agree with a flat fee. However, consideration should be 
given to a higher flat fee for for-profit registrants on account of the higher costs likely 
to be involved in registering these bodies. 

Q5 What other factors should we consider in setting the initial registration fee? What level 
of initial registration fee would not discourage new entrants? 

 Registration fees should be set at a level likely to cover the full cost of registering new 
providers. We do not think this this will discourage legitimate bodies from registering, 
although it may deter ill-thought-out enquiries. 

Q6 Do you agree that provider size is a suitable basis for determining the level of the 
annual fee? Do you agree that social housing units owned is a suitable measure of 
size? 

 The detailed design of a fees regime should await a decision on whether it will 
proceed.  If an annual fee is introduced it should certainly be proportionate. If it is 
based on size of provider then the number of social units owned, subject to a suitable 
treatment of bedspaces in shared housing, would seem a reasonable starting point.   

Q7 Do you agree with the proposed approach to local authority registered providers? 

 It depends which regulatory activities fees are intended to cover. If they are not 
intended to cover consumer regulation and enforcement action, then it will be logical 
to exclude local authority landlords from any liability to pay. 

Q8 Do you agree with the principle set out for a minimum annual fee? 

 The detailed design of the fees structure should await a decision on whether it will 
proceed.   

Q9 Do you think we should introduce an element of banding in the fee regime and if so 
why? 
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 The detailed design of the fees structure should await a decision on whether it will 
proceed. However, any fee regime will need to be simple and introducing a banding 
system has the potential to complicate matters.  

Q10 Do you agree with the proposal to charge the annual fee at group level? 

 Yes. 

Q11 Do you agree with our proposed approach to the annual fee when a provider is only on 
the register for a proportion of the year? 

 The HCA’s proposal to charge the full year’s fee is clearly the simplest approach. 

 

 

Q12 Do you agree with the proposed approach to transparency and accountability? 

 We are glad the HCA has acknowledged this issue and we look forward to seeing more 
detailed proposals. This is something that can and should be pursued whether or not 
fees are introduced. 

Q13 Do you think invoicing on an annual basis towards the beginning of each financial year 
is an appropriate approach? 

 Yes, so long as the fee charging mechanism is transparent and predictable so that 
providers can budget for it. 

Q14 Are you aware of any potential equality and diversity impacts in implementing fees? If 
so, what are they and how should we take them into account? 

 This is an important concern for associations that provide for particular groups. Many 
such specialist providers are small; some have a high proportion of shared 
accommodation. Care will need to be taken to ensure that fees do not have an 
unintended and disproportionate impact on these associations. The HCA should make 
it clear that it invites representations from individual associations, or types of 
association, that wish to make a case that fees are having an undue impact. 

Q15 Are there any other impacts of charging fees on the sector that we have not considered 
in the paper? If so, what are they and how should we take them into account? 
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 The paper suggests the annual extraction of up to several million pounds from the 
sector but makes no real attempt to quantify the effect on the ability of associations to 
provide and manage sub-market housing let on the basis of need. It should assess the  
likely impact of those in housing need, and it should make a case why the burden is 
more equitably borne by them than by the Treasury.  

Q16 Do you have any further comments on the initial proposals set out in the discussion 
paper? 

 None. 

 

 

4. Conclusion and recommendations 

The Federation’s overriding view is that the central proposal of the HCA paper – an annual fee 
for non-profit private providers – will bring no benefits for the sector, or even for the regulator, 
and should not be taken any further. 

There is a strong case for charging fees to for-profit providers as soon as evidence can be 
assembled of the cost of meeting the additional regulatory challenge they pose. 

But we reiterate that the core proposal is misconceived and should be abandoned. 
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