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ACTUALITY OF TRAIN 

 

ABRAMS: With house prices on the rise again, the pressure to build 

affordable housing for young people and families is reaching crisis-point. The Government 

wants 335,000 new low-cost homes by 2018. But housing associations – who are supposed to 

deliver many of them – are facing major financial pressures.  

 

DOUGLAS: They are riding through a perfect storm at the moment. 

They are organisations that are facing reductions in grant, they’re facing pressure through 

welfare reform, they’re facing expectations still by Government that they take on a significant 

role around house building and new supply. 

 

ABRAMS: The credit agency, Moody’s, has downgraded the sector, 

saying it’s facing a range of financial risks. And for some associations, the worst has already 

happened. 

 

JONES: It was only when we started receiving phone calls from 

the Housing Minister that I actually realised how serious the situation was.  It was quite evident 

that there was an element of panic and the concerns were that if it failed, it would have such a 

major impact on social housing throughout the country. 
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ABRAMS: And senior MPs think the regulator, who’s supposed to 

oversee all this, isn’t up to his job. 

 

BETTS:  We were absolutely amazed by the evidence we had.  

Suddenly we were being told that all this financial information from the regulator, all this 

grading of housing associations according to their financial viability, wasn’t worth the paper it 

was written on. 

 

ABRAMS: Tonight on File on 4, we ask what’s next for Britain’s 

housing associations? Are the risks of striking out into the world of high finance too great? 

 

SIGNATURE TUNE 

 

ACTUALITY IN NORTH LONDON 

 

GRIFFITHS: The last time I saw him, which was two weeks before he 

died, he seemed quite down and he told me that he didn’t want to live much longer. And I told 

him as a friend that I always loved him. I don’t know why I said it, I just said it, and he said 

yes, I know. 

 

ABRAMS: Cambridge Gardens, off the Kilburn High Road in North 

London must have been quite grand once, with arched windows and big porticos. But the 

houses are mostly split into flats now.  Nick Griffiths’ close friend, Nygell Firminger, lived 

here. They used to share a love of eighties pop music, clothes and having a good time. 

 

GRIFFITHS: We had an amazing friendship.  He loved music, so we’d 

talk for hours about music.  A very very talented, striking person, he had an incredible way of 

dressing, incredible style.  He could have been a designer and did work as a model for a while. 

 

ABRAMS: As he got older, Nygell found life hard. He had mental 

health problems and he was struggling to pay off rent arrears. And in January last year he was 

signed off work because of an accident which led to a head injury. A few weeks later his 

landlord, Genesis Housing Association, got a court order to have him evicted for not paying the 

rent.  Not long afterwards, Nick had the worst possible news. 
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GRIFFITHS: I got a phone call from an ex of mine.  She had been told 

that the police and an ambulance had been outside Nygell’s flat and that she had heard that 

Nygell had died. 

 

ABRAMS: After being evicted, Nygell Firminger had broken into 

his old flat and killed himself. His friend Nick identified his body and then asked the housing 

association for permission to visit Nygell’s former home. 

 

GRIFFITHS: I went into the bedroom and there was blood on the bed, 

blood on the floor and the blades that he’d used probably in the position he dropped them in.  I 

then went into the living room where there were two plastic bags with what looked like his best 

things and three folders of everything he'd been doing to try and deal with this – statements, 

letters, summonses. 

 

ABRAMS: This is one of the folders? 

 

GRIFFITHS: Yes.  Here’s a letter that he wrote on the 23rd of the 

second 2012.  This was him writing, saying that ‘I am currently seeking jobseekers’ allowance 

and the only way I can pay this debt is by paying £20 per week until I gain employment,’ so he 

was doing everything he could do. 

 

ABRAMS: When you look at the letters that Genesis sent to Nygell, 

what do you make of that sort of series of correspondence? 

 

GRIFFITHS: I think they could have tried harder to sort it out, because 

in actual fact if they’d done that, they may have then found that he was a vulnerable person.  I 

don’t think they did enough and I think that they got him out quite quickly and I don’t think 

that that was morally, socially right. 

 

ABRAMS: At an inquest in July this year, the Coroner ruled that 

Nygell killed himself as a direct consequence of being evicted. He didn’t criticise Genesis, but 

he did note Nygell had been classed as a vulnerable tenant after his mother died in 2007 - 

though not since.  Genesis wouldn’t be interviewed, but in a statement it said it had made 

changes as a result of the case. 
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READER IN STUDIO: We now ask more questions of prospective tenants to 

assess any vulnerability and work hard to make sure the needs of our vulnerable residents are 

fully met. The case of Nygell Firminger was tragic and – again – we send our deepest 

condolences to his family and friends.  

 

ABRAMS: Like many housing associations, Genesis has come a 

long way from its roots.  It was started by a local vicar in the 1960s, to provide accommodation 

for poorer residents in this part of North London. Now it has a turnover of nearly £300 million 

a year and a major building programme. To help fund that, Genesis sells off properties.  

Nygell’s flat went for £380,000, but a much bigger contribution was made last year from the 

sale of new build flats. 

 

ACTUALITY WITH COMPUTER 

 

ABRAMS: This is the sales website for a very smart new apartment 

block called Stratford Halo, it’s right next to the Olympic village. It’s got seven hundred 

homes, four hundred of which are for market sale or rent. Look at this – one bed flats to rent 

for £1,300 a month, penthouses for £3,700. All of them built by Genesis. To run such major 

projects, Genesis has to get involved in the world of high finance. In this case they built the 

flats and then sold them off to a pension fund for £125 million before leasing them back again. 

On another occasion – at the height of the financial crisis - it took out a £250 million bond at 

6% interest, which is roughly equivalent to what Portugal pays on its national debt. 

 

RUTHERFORD: Genesis have built quite a lot of housing, there’s no 

question about that, they have built many thousands of units, but I can see no alternative but 

that we are paying with this enormous amount of interest out of our rent money for these 

projects which are either sold off or else they are rented at high rates. 

 

ABRAMS: Peter Rutherford represents the Independent Federation 

of Genesis Residents.  His flat was among those listed as security for the bond, which was 

handled by a Wall Street bank, and he believes all this is impacting on tenants. He’s been 

taking a close look at the books. 
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RUTHERFORD: According to their most recent accounts, March 2013, 

the result of this situation is that we are now paying interest which amounts to £133,424.66 per 

day every day of the year including weekends, bank holidays and Christmas Day. 

 

ABRAMS: How are they servicing these debts? 

 

RUTHERFORD: We did a survey over a fortnight earlier on in the year 

and they sold thirty flats in that two week period.  They don’t sell £9 million worth every two 

weeks obviously, that was a fairly exceptional fortnight, but the tragedy of this is the flats that 

they’re selling off are the flats that are needed when, because of the bedroom tax, people want 

to downgrade from a four bedroom flat to a three or from a three to a two. The potential to 

downgrade is actually being eliminated because they’re all being sold off onto the private 

market. 

 

ABRAMS: Again, Genesis didn’t want to do an interview, but in a 

statement it said the rate of interest it was paying was competitive, given market conditions in 

2009. 

 

READER IN STUDIO: Interest payments could be lower if we reduced our 

commitment to building homes, but we take our role as a housing provider seriously, while 

maintaining prudent management of our finances. We anticipate disposing of up to 140 

dwellings annually across a very substantial portfolio of 33,000 homes. 

 

ABRAMS: The Government’s got ambitious targets for the next few 

years – it wants 335,000 new affordable homes, most of them built by housing associations.  

But David Orr, Chief Executive of the National Housing Federation, which represents a 

thousand associations in England, says the whole sector is facing a major challenge.  

 

ORR: What Government wants and what we want is to build 

new homes and to invest in making communities more economically stable, more resilient. The 

previous mechanisms by which we did this were based on a public private partnership, where 

Government would put up some of the funding, we’d borrow the rest, build the homes. 

That worked reasonably well, the amount that Government put in was being constrained a 

little, borrowing going up, and then 2010 comprehensive spending review, Government 
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ORR cont: reduced by two-thirds its investment in new homes.  

That was the biggest cut anywhere in that spending review.  And right at the start I thought, 

well it’s very interesting that they think they can make the biggest proportionate cut in housing, 

what’s that about?  But the challenge to housing associations was, we want you to build the 

same number of homes.  So the means of doing that was to encourage housing associations to 

put rents up substantially so that they could borrow more money and build the new homes, and 

that’s the process that we’re following, so actually I think associations have typically 

responded incredibly well to the challenge. We are still building the new homes, but it does 

mean that rents are going up, and for some people that just means that they are trapped even 

more comprehensively in benefit dependency and are even further away from the jobs market. 

 

ABRAMS: Benefit reforms have left housing associations with a 

series of financial headaches.  Benefit caps will limit rents in high-cost areas, and the spare 

room subsidy or bedroom tax will force tenants to move or take a benefit cut, potentially 

leading to mounting arrears. And under universal credit, rent will be paid to tenants rather than 

to landlords, making housing associations work harder to collect what they’re owed. Steve 

Douglas used to be Chief Executive of the former regulator, the Housing Corporation. He says 

these are major issues for housing associations. 

 

DOUGLAS: They are riding through a perfect storm at the moment. 

They are organisations that are facing reductions in grant, they’re facing pressure through 

welfare reform, they’re facing expectations still by Government that they take on a significant 

role around house building and new supply so there are very clear and very high expectations 

of them as organisations.  What makes them stand out currently is that social purpose and so 

the important thing is that they retain that element of social purpose.  

 

ABRAMS: Do you think there are some who may be losing sight of 

that?  

 

DOUGLAS: I think there’s a risk that, as associations are pressured 

by, and it’s pressured by Government with an expectation that the principal focus is a 

contribution to supply, that the challenge is how they continue to make sure that they are still 

equally focused on their existing tenants and residents. 
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ABRAMS: Not all housing associations are involved in major 

building projects, but the biggest thirty have now raised more than £10 billion through bond 

issues on the financial markets.   And about seventy out of seventeen hundred associations in 

England now turn over more than £50 million a year. So, are housing associations biting off 

more than they can chew? James Tickell’s a consultant who works for most of the biggest ones. 

 

TICKELL: A lot of the problems that housing associations have had 

in recent years are to do with complicated schemes.  It’s often very attractive to enter into a 

leaseback deal or some new kind of finance or a PFI deal and actually the sheer level of 

complexity and expertise needed to deal with these kind of new schemes is such that if housing 

associations haven’t got the special expertise on their boards and their senior teams, they may 

find it very difficult.  If housing associations want to get involved in these difficult and quite 

risky schemes, they need to have the board directors who understand those kind of risks. 

 

ABRAMS: Do you think that’s usually the case? 

 

TICKELL: Well, it’s increasingly the case, but step change can’t 

happen overnight. 

 

ABRAMS: But for some housing associations, the warning – that 

they need to up their game when it comes to handling major projects – may have come too late. 

 

ACTUALITY AT TANDLE VIEW COURT 

 

MCCANN: This is Tandle View Court.  This is a new build.  It’s an 

excellent facility for disabled people, for people of less ability who can’t be put into sheltered 

housing, they need care, 24 hour care sometimes.  It has a restaurant in it, chiropody, there’s 

hairdressers come in, there’s a little shop, I believe …. 

 

ABRAMS: Councillor John McCann was in charge of housing in 

Oldham when Tandle View Court was built. It’s very smart from a distance, but when you get 

up close, it does start to look a little bit … wonky.  
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MCCANN:  If you look at the windows there are three different 

lengths of windows on it. 

 

ABRAMS: Right, so if you look at the ones on the left there, you’ve 

got two little windows, then you’ve got two even more little windows and then you’ve got 

three bigger windows.  Is that not how it was meant to be? 

 

MCCANN: No, the bigger windows were meant to be the standard.  

If you’re in a wheelchair, you actually need a lower window than most people to look out of it, 

so it was designed so that the people in wheelchairs or sat in their chair even could have view 

out of the window and have the light in, natural light, and when it was built, of course, they 

didn’t do that, they went to the normal height window, so you had a problem there.  Inside you 

had bedrooms going off a corridor.  Well, where the door from the bedroom joined the 

corridor, instead of putting a smooth joint, they put one of the storm joints.  If you’ve got a 

frame or a walking stick, put it in that and you’re head over heels.  The fire alarms were hidden 

behind the handle along the length of the corridor, so you had to be a contortionist to get to a 

fire alarm when they put the handles in.  There are some basic things that actually you think to 

yourself, common sense surely would have told the firm doing it to check whether that was 

right. 

 

ABRAMS: The Private Finance Initiative contract - to refurbish and 

build 1,500 homes for older people in Oldham - had been won by a housing association called 

Housing 21.  It was to carry out the £130 million project in partnership with Oldham Council, 

and with a firm of builders. It was a big, complex operation which meant moving people into 

temporary accommodation. 

 

MCCANN: I don’t think they actually grasped how big this contract 

was and how complicated it potentially was right at the beginning, and once you don’t have the 

right project management where things are kept on top of, you really are in trouble.  

 

ABRAMS: What was the impact on the elderly people who were 

waiting to move into these places? 
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MCCANN: They were often split up, so they weren’t always with 

their friends, but it also meant that the social services, the hospitals etc had problems getting 

people out of hospital, the social services had problems getting people placed, because the 

buildings just weren’t available, although according to the timescale they should have been.  So  

we had that thing where you take an extra one out, you could be an extra forty, fifty, sixty 

people all looking for somewhere to live, so it was causing the problem of balancing for the 

authority and indeed for the health authorities, but most of all it was the old folks who were 

actually getting quite upset, some of them. 

 

ABRAMS: So there was a real human cost? 

  

MCCANN: Yeah, there was a human cost. 

 

ABRAMS: For Housing 21, there was also a major financial cost. 

 

MOORE: The cost of the actual immediate penalty reparations is in 

total just over £12 million and there’s another £20 million of extra work that has to be gone 

back and redone to a very high quality standard now. 

 

ABRAMS: Bruce Moore took over as Chief Executive in the wake 

of the debacle.  His predecessor accepted responsibility for what happened, and resigned. He 

admits they took their eye off the ball. 

 

MOORE: We had two other very large, one PFI and one public 

private partnership, which is very similar to the PFI contract, which have both been delivered 

very successfully.  In this case, in Oldham, the oversight and the scrutiny wasn’t sufficient to 

respond appropriately when things started going wrong. 

 

ABRAMS: Of course, Oldham Council’s view was that Housing 21 

just didn’t seem to have the expertise to manage a complicated project like this, that it just 

seemed to be out of its depth. 

 

MOORE: We had a very strong professional team and yes, 

certainly the expertise was there, in terms of expertise, in terms of doing refurbishment work 

and managing and maintaining buildings, it’s something that’s a core expertise, core function 
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MOORE cont: of Housing 21.  What we didn’t have was enough 

management oversight and enough senior level leadership of that project to avoid it going 

wrong. 

 

ABRAMS: We spoke to the former Chief Executive, who told us 

that while the contract was extremely complex, she worked hard to sort out the mess before 

stepping down.  But at the end of the day, the social housing arm of the business had to pick up 

the bill for the botched development. Housing 21 had set up a separate subsidiary company to 

run the Oldham project and that was meant to protect it from any losses. So when it went 

wrong, they could have walked away from some of the cost. But if they’d done that, they’d 

also have had to walk away from the other part of the PFI contract – to manage the older 

people’s homes in Oldham for the next thirty years.  

 

MOORE: The contract is to a separate company so it’s not within 

the main envelope of Housing 21’s activities, so to some extent this sense of ring fencing is in 

place.  However, we took the view as an organisation that getting the works done to the 

required standard and standing behind the obligations and promises that were made to Oldham 

Council and those residents was the most important factor, so that’s why we didn’t choose to 

walk away from our commitments when these problems occurred and let the company fail.  We 

decided that the right thing to do was to stand back in and to make sure that this work was done 

properly. 

 

ABRAMS: Housing 21 is a big player.  It manages 18,000 homes 

and it’s deeply involved with the Government’s plans to build more affordable housing. But 

those plans are causing some wider concerns.  Last month the Communities and Local 

Government Select Committee highlighted fears from housing associations that they might be 

stretched too far. Its chair, Clive Betts, says the risks of the programme may be too great.  

 

BETTS: Housing associations are there to provide affordable 

housing for people who can’t afford it elsewhere.  If they do other things to help them raise 

additional funds to do that prime responsibility, then I think that’s got to be supported. But, you 

know, great care about making sure they don’t overstretch themselves and put the whole of 

their financial viability at risk.  These are people’s homes, homes that could be put at risk. If an 

association goes bust at the end of the day, someone has to pick up the pieces, because you 

can’t simply put people out on the street, and the organisations who will pick up the pieces are 
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BETTS cont: either other housing associations, who themselves may 

be feeling the financial strain, or in the end of course, Government and more public money put 

into a sector which already has over £40 billion of public money invested in it, so really big 

stakes for Government, for other housing associations and ultimately for tenants and their 

homes.  

 

ABRAMS: But David Orr, the Chief Executive of the National 

Housing Federation, which represents housing associations in England, takes a more robust 

attitude to risk. 

 

ORR: There is no business sector anywhere where every single 

organisation gets absolutely everything right and it’s wholly unrealistic to expect that to be the 

case, but if you look at the generality of what housing associations are doing, what I think you 

see is people who are very clear about the nature of risk, but who are thinking creatively about 

how, in a very difficult economic and financial environment, they are able to make a high 

quality offer.  

 

ABRAMS: They’re borrowing huge amounts of money secured on 

their existing social housing stock to do commercial projects. 

 

ORR: Absolutely not massively. There has been some 

borrowing that has been secured against some assets that have been to some extent supported 

by the public purse. What that is doing is allowing them to borrow cheaply, cost effectively, to 

continue to provide affordable homes for rent. If they were not doing that, they would not be 

providing the affordable homes for rent. What is the greater risk to the tenants and prospective 

tenants and to the nation? The greater risk is that we don’t do the work. 

 

ABRAMS: The public need to be reassured that public money is 

being used properly and not being put at excessive risk. 

 

ORR: Absolutely right. The public has to be reassured that its 

investment in the work of housing associations is effectively used and well managed. I think 

the public can be assured of that. The nature of the governance that we have, the extent to 

which there is tenant and resident scrutiny of decision making, and of the quality of service 

that’s provided, and particularly the fact that there is indeed a regulator who can ask all kinds 
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ORR cont: of questions and scrutinise the decision making process 

and the nature of the information, I think all of that does indeed does give the public proper 

security that their investment is being well managed. 

 

ABRAMS: He’s right – there is a regulator whose job it is to keep 

tabs on housing associations’ finances, but over the past month there’ve been big questions 

about whether he’s up to his job. 

 

ACTUALITY IN LONDON 

 

ABRAMS: I’m standing outside an anonymous office building on 

London’s Tottenham Court Road. It’s the headquarters of the regulator, Julian Ashby.  He’s 

officially known as the Chair of the Regulatory Committee of the Homes and Communities 

Agency. He’s supposed to be the back-stop who makes sure housing associations don’t take 

commercial risks with public money and then lose it. And he has to account to Parliament for 

how he does his work.  

 

ACTUALITY AT SELECT COMMITTEE 

 

MORRIS: If I was a member of the public, wouldn’t I think that, ‘I 

have absolutely no confidence whatsoever in the regulatory environment that you’re presiding 

over.’? 

 

ASHBY: Sorry, is that a question or a statement? 

 

MORRIS: It is a question.  

 

ABRAMS: When Mr Ashby appeared before the Communities and 

Local Government Select Committee a few months ago, MPs on the committee were deeply 

critical of the way the regulator was reporting on housing associations which might be in 

financial trouble. They wanted to know just how many were actually graded as giving cause for 

concern. 

 

ACTUALITY AT SELECT COMMITTEE 
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DANCZUK: Just on financial aspects, how many are non-compliant? 

 

ASHBY: That will be a very small number and it will be a very 

small number for a specific reason, which is … 

 

DANCZUK: Yeah, well I am just trying to get to the number.  

 

ASHBY: I’m afraid I can’t …. 

 

DANCZUK: Two?  You say it is a small number. Is it fifty, twenty? 

 

ASHBY: No, it would be a handful.  

 

DANCZUK: Five? 

 

ASHBY: It would be less, it would be in, it wouldn’t be more than 

that.  It would be a very small number.   

 

ABRAMS: If you look at the regulator’s website, there’s a 

spreadsheet with all the judgements. It’s got two columns for each housing association, one for 

governance and one for financial viability.  On the governance column, there are several 

graded three, which is non-compliant. But on the financial viability column, they’re all ones 

and twos, which means they’re fine, apart from one, which has actually already closed down. 

The committee chairman, Clive Betts MP, confesses he was astonished by the regulator’s 

explanation for this. 

 

BETTS: He was really saying to us, none of the associations were 

graded in the bottom two out of four grades because to do that would have spooked the 

markets, would have brought about financial problems for them because the markets would 

have said, these associations are getting into financial difficulties, we’re going to be concerned 

about lending to them or put their lending rates up. So he said to us, well, I don’t do that; what 

I do instead is to mark them down on their governance arrangements, because you don’t get 

poor financial situations without bad governance, so it really was totally lacking in 

transparency.  People were being told one thing when actually something else completely 

different was happening. 
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ABRAMS: What was your reaction to that? 

 

BETTS: I think quite shocked. And therefore we probed away, 

we said, do you really mean what you're telling us, do you really mean when you grade 

associations according to their financial viability, the information you are giving publicly isn’t 

accurate and deliberately so. You know associations are getting into difficulties financially yet 

you still give them a good scoring. On the other hand, you then mark them down on 

governance and everybody should know then that that means there are problems, and of course 

everybody doesn’t know, the markets don’t know, associations don’t know, consumers don’t 

know, it is completely lacking in transparency. It’s completely dishonest actually. 

 

ABRAMS: The committee were so concerned by what they heard, 

they wrote to the Secretary of State, Eric Pickles, suggesting he should take a close look at the 

regulator’s work. His department told us it was still preparing a formal response.  Of course, 

we wanted to talk to the regulator about this and he did agree to an interview. Then he changed 

his mind and issued a statement instead. 

 

READER IN STUDIO: We welcome assessment of our work and the 

opportunity to discuss our role. The Regulation Committee will be responding to the recent 

Select Committee report on regulation shortly and it would not be appropriate to comment in 

advance of that formal response. 

 

ABRAMS: But the current lack of transparency leaves a problem for 

people who want to do business with housing associations – they don’t always know what’s 

really going on. 

 

ACTUALITY IN LIVERPOOL 

 

ABRAMS: This is Grenville Street in central Liverpool.  It’s just up 

the road from the university.  I’m standing outside quite a well-appointed looking block.  It’s 

got nice dark brick and lime green window panes and it was built a few years ago for student 

accommodation.  Students are here now, coming and going about their business.  But this block 

is connected to one of the biggest disasters ever to hit England’s social housing sector. 

Those flats used to be owned by a housing association called Cosmopolitan, a major provider 

of student housing. And it appeared to be making money. So when a smaller Chester-based 
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ABRAMS cont: housing trust started looking around for opportunities, 

Cosmopolitan seemed like a perfect partner.  According to Mike Jones, leader of Cheshire 

West and Chester Council, the smaller association – which looked after former council 

properties in the area - hoped that by merging with Cosmopolitan it’d get new funding that’d 

help it transform lives. 

 

JONES: In 2011, they came to talk to us about the potential 

merger with Cosmopolitan Housing and they were really quite excited because the student 

accommodation at that time was perceived to be delivering quite a profitable income for the 

housing trust which they wanted to use for people from disadvantaged backgrounds to be 

sponsored at various schools like Eton and Harrow and those sort of places, so it was a very 

positive way of looking at things as an outcome of a merger with Cosmopolitan Housing. 

 

ABRAMS: What were your thoughts about it at the time? 

 

JONES: There didn’t seem to be any downside and there seemed 

to be quite a bit of upside in terms of these sort of ideas, so I was relatively positive, I think, at 

that time. 

 

ABRAMS: Chester and District Housing Trust was financially stable 

when it merged with Cosmopolitan, but things soon started to go wrong. It became clear 

Cosmopolitan’s finances weren’t as strong as they’d previously looked. In a nutshell, the 

association had sold its student flats to investors, then leased them back – which would have 

been fine, except the terms of the leases were such that when the market started to slip, 

Cosmopolitan had to take a hit. And that left it with a big hole in its finances, according to 

consultant, James Tickell. 

 

TICKELL: At a certain point it became clear that the organisation 

was facing liquidity problems and at that stage I became involved with my team, and we started 

looking at the organisation’s financial viability.  As it turned out, the business planning for the 

schemes was perhaps a bit weak and some of the assumptions were optimistic.  But the real 

problem was the complexity of the leaseback deals and the need to make lease payments to the 

investors, and essentially the income coming in was not enough to make the lease payments to 

the investors. 



-  16 - 

ABRAMS: Some reports put the potential shortfall in 

Cosmopolitan’s accounts at as much as £100 million. The problem was that guarantees to 

investors on the student homes had been secured against the association’s other social housing 

stock. 

 

TICKELL: Essentially, Cosmopolitan Housing Association had 

given a guarantee for the student housing subsidiary.  The guarantee was essentially unlimited 

and so it could have run into tens of millions, depending on how things turned out.  The real 

problem was that by giving the guarantee, they opened themselves as a social housing provider 

to those on-going liabilities. 

 

ABRAMS: So that put the social housing at risk? 

 

TICKELL: Well potentially giving a guarantee from a relatively 

small housing association for a lot of student housing would have created risk, that’s right. 

 

ABRAMS: And although Cosmopolitan was only a mid-sized 

provider, with around 12,000 homes, the prospect of its collapse caused shockwaves. Mike 

Jones, leader of Cheshire West and Chester Council, which still had a veto on major decisions, 

was left in no doubt as to the gravity of the situation. 

 

JONES: It was only when we started receiving phone calls and 

concerns from the housing regulator and I got a phone call from the minister that I actually 

realised how serious the situation was that Chester and District Housing Trust was in, and the 

Cosmopolitan Group.  It was quite evident that there was an element of panic starting to set in, 

certainly into the new year this year of what they were going to do with this organisation, and 

the concerns were that if it failed, it would have such a major impact on social housing 

throughout the country, because what you’re effectively saying is these gold plated 

organisations did not have the protection and therefore they couldn’t borrow their money at the 

very low rates that they were borrowing it. If the interest rates went up for our housing 

providers, then actually that could stifle any further development and clearly has an impact on 

the rents paid by tenants.  

 

ABRAMS: What sort of scenario was staring you in the face? 
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JONES: If the Cosmopolitan Housing Group failed, then the 

owners of those students units, who were owed money, could effectively start chasing the 

assets, and those assets would be the houses, both in the Cosmopolitan Housing Group and in 

Chester and District Housing Group and those assets are people’s homes. So we were in a very 

very serious place if that was a possibility. 

 

ABRAMS: The crisis took many months to play out.  One major 

provider, Riverside, took a close look at Cosmopolitan’s books, but decided the financial risks 

of taking it on were too great. Eventually, Sanctuary Housing – England’s biggest housing 

association – agreed to a merger.  But there were consequences.  The credit agency, Moody’s, 

cited the Cosmopolitan collapse as a reason for its downgrade of the sector earlier this year. 

And, it added, it had doubts about the abilities of the regulator. According to the chair of the 

Communities and Local Government Select Committee, Clive Betts, he’d known about what 

was happening for at least seven months before he went public. 

 

BETTS: Very clearly the regulator was catching up all the time. 

The explanation was things were moving so rapidly that he couldn’t catch up with them fast 

enough to make any real difference. I think that’s very worrying indeed, I think it’s, you’ve got 

visions of locking the stable door and the horse bolting down the track and the regulator 

running after them and never managing to catch the horse up, and that’s not a happy scenario to 

think about. 

 

ABRAMS: To be fair to the regulator, I think he would say he 

worked very hard behind the scenes, you know, Cosmopolitan was about to collapse and he 

would want to claim credit for quietly making sure that that didn’t happen. 

 

BETTS: Well, and then there was a collapse and, you know, there 

was the putting together of a new situation and a takeover which in the end worked well.  There 

may in the future be further problems with the finances of housing associations.  You can’t 

blame the regulator for that.  What we need to make sure is the regulator is on top of those, that 

he’s identifying problems early, he is intervening where appropriate and is actually being 

transparent to everybody who is concerned about this, everybody with a stake in it, and both 

the tenants, of course, whose homes it is to the Government and others who put money in, 

including the private investors. All need to know what actually is going on and that clearly isn’t 

the case at present.  
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ABRAMS: Again, we would have liked to have asked the regulator 

about this, but he wouldn’t agree to be interviewed.  However, he did express his views in 

writing recently about the risks associated with commercial ventures by housing associations. 

 

READER IN STUDIO: Commercial activities bring new opportunities, but 

inevitably new risks. It’s unacceptable that tenants – including some of the most vulnerable 

members of society – could lose the protection of being in a regulated sector as a result of 

commercial risks taken by providers. 

 

ABRAMS: Despite all these concerns, the Government is 

determined to build 335,000 new affordable homes by 2018. And grant funding’s likely to 

shrink. So, the UK housing associations have to think creatively if they do want to continue 

building. The National Housing Federation Chief Executive, David Orr, says there are financial 

pressures, but there’s only one way to go from here. 

 

ORR: I think the biggest risk is that we stop, that we do 

nothing, because if that’s what happens then supply will reduce even further, there will be 

fewer homes available in a market that is mainly characterised by a lack of housing.  So what 

are you going to do if you’re a housing association?  You want to build the homes.  More and 

more what they’re doing is saying, okay, well we’ll build homes and sell some of them, we’ll 

build homes for market rent.  So I think it’s right that housing associations are taking 

commercial risk, not least because it does two things: one, it means that there’s more supply 

across the board which is absolutely essential, and two, it means that they can continue to 

deliver against their social mission.  If Government’s not providing the subsidy, we have to 

find it from somewhere else, and if trading is the means of doing it, then trading is what we’ll 

do. 

 

ABRAMS: I mean, the regulator clearly is concerned, isn’t he?  He 

says it’s unacceptable that some of the most vulnerable members of society could lose the 

protection of being in a regulated sector as a result of commercial risks taken by providers. 

 

ORR: Yes, it’s an interesting quote from the regulator, isn’t it, 

because Government is actively encouraging housing associations to diversify, to do more and 

to build a bigger number of homes with much less up front capital investment, so they have 

created an environment which is much more full of risk for housing associations.  
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ABRAMS: The Government’s targets for affordable homes – about 

55,000 a year till 2018 – are ambitious. And housing associations are expected to deliver most 

of them.  Big questions remain for ministers about whether the sector can take the strain. A 

new Housing Minister, Kris Hopkins, came into the job this month. We would have liked to 

have asked him for his view – but he wasn’t available to talk to us. 
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