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1 EXECUTIVE SUMMARY

1.1 The Council is committed to reducing the number of households in 
temporary accommodation, providing more options to enable households to 
live in more settled accommodation at an earlier stage and increasing the 
supply of private rented accommodation by working with Capital Letters.

1.2 Capital Letters is a Government and London Councils sponsored company 
to centralise the procurement of temporary accommodation (TA) and private 
rented accommodation (PRS) from private landlords, to help boroughs 
reduce their costs on temporary accommodation and discharge their 
prevention and relief duties into the private sector.

1.3 Capital Letters Limited is now incorporated as a company (registered 
number: 11729699) and has now appointed a Board of Directors, while 
recruitment into the Chief Executive and Director of Finance posts are 
imminent.
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1.4 On 04 March 2019, Cabinet approved for H&F Council to join Capital Letters 
as a Member (this decision was also approved by Full Council as required 
by the Constitution) and delegated authority to the Chief Officer and the 
Strategic Director, Finance, and Governance in consultation with the 
Cabinet Member for Housing to enter into the required membership 
agreements and contracts including the nomination of an officer to be a 
director to sit on the Board of the new company if considered appropriate.
As Capital Letters will be delivering services back to the Council, approval 
is sought in this report to waive the usual tendering requirements of Contract 
Standing Orders to allow a direct award of contract. 

1.5 Capital Letters have yet to finalise the contract but the principals of the 
service that joining boroughs will receive from Capital Letters has been 
outlined in the membership agreement and draft business plan.

1.6 Capital Letters indicate that it will be trading from the 01 June 2019.  H&F 
has outlined its business needs to Capital Letters, which in the first instance 
is to increase PRS supply nearer to the borough, to assist H&F discharge 
its prevention and relief duties into the private sector.  

1.7 H&F will also explore transferring leased accommodation to Capital Letters 
to continue to reduce the number of households in costly temporary 
accommodation, in addition to cost avoidance on any future placements in 
costly nightly bed and breakfast accommodation.

1.8 Both these issues will be covered in the proposed contract with Capital 
Letters and have been explained fully in the 04 March 2019, Cabinet 
Approved report.

2 RECOMMENDATIONS

2.1 That the Cabinet approves a waiver of the requirement to prepare a 
Procurement Strategy and of the usual tendering procedures set out in 
Contract Standing Orders 9 and 10, on the grounds that the circumstances 
of the proposed contract are covered by a legislative exemption, as set out 
in Contract Standing Order 3.

2.2 That the Cabinet approves the Council entering into a contract with Capital 
Letters Limited until 31st March 2022 for the procurement of private rented 
accommodation to prevent homelessness, and temporary accommodation 
at a cost of between £1,500 and £2,000 per property sourced by the 
company (funded from the Temporary Accommodation earmarked reserve) 
plus the employment costs of two members of staff (funded from existing 
revenue budgets within The Economy Department). 

3 REASONS FOR DECISION

3.1 Now that the Council is a Member of Capital Letters, Cabinet are requested 
to grant the required approvals for a contract that outlines the service that 



the Council will receive from Capital Letters in increasing supply of 
accommodation for those in housing need.

3.2 Capital Letters intends to be trading for business from early June 2019, so 
it is critical that the Council has approval to engage in business with Capital 
Letters as a purchaser of their services.

4. PROPOSAL AND ISSUES 

4.1 During 2018/19, Housing Solutions have reduced the number of households 
in costly temporary accommodation from 1444 to 1280 to date, this is a 
reduction of approx.12% this year.  In addition to this H&F have prevented 
homelessness for 222 households into the private sector, discharging its 
prevention and relief duties.

4.2 However, it is becoming increasingly challenging to retain a cost-efficient 
TA portfolio and retain H&F’s achievement of having no families in bed and 
breakfast or any form of nightly accommodation since May 2015.

4.3 Since the implementation of the Homelessness Reduction Act (HRA) 2017, 
there has been a recognisable increase in the number of homeless 
applications, a 128% increase.

4.4 Capital Letters will help to remove the competition between H&F and other 
London boroughs offering a simpler and more straightforward interface for 
landlords, managing agents and developers anywhere in London. 
Procurement of new properties on behalf of joining London boroughs will 
allow a more rational allocation of supply across London, allowing 
households to be housed closer to placing boroughs.  

4.5 The access to Capital Letters’ additional government funding to increase 
AST’s (Assured Shorthold Tenancies) will allow the borough to discharge 
its housing duties into the private sector and reduce temporary 
accommodation costs. It is a great opportunity for the Council to benefit from 
the £37.8m Government subsidy to increase local supply, which in return 
will achieve efficiency savings for the Council as 50% of the landlord costs 
will be funded by Capital Letters. The funding will allow the company to offer 
a package to landlords on behalf of members that is competitive with the 
London private market.

4.6 13 London Boroughs have now joined Capital Letters as members, across 
the five London sub-regions; West; H&F, Brent & Ealing, North; 
Westminster, Haringey, East; Waltham Forest, Redbridge, Tower Hamlets, 
Barking & Dagenham South East; Southwark, Lewisham, Bexley, South; 
West; Croydon.

4.7 The first meeting of the Boroughs’ Representative body, which oversees the 
work of the company according to the company’s constitutional documents, 
took place on 6th March. This Council’s attendees were Councillor Honan 
and the Chief Housing Officer Mark Meehan. The Council’s membership 



(and those of the boroughs listed above) was confirmed, and a Chair and 
two Vice-Chairs were appointed. Appointments were also made to the 
Board of Directors. One of the constitutional documents is a Members’ 
Agreement, for which authority to sign has been delegated to the Chief 
Housing Officer and the Strategic Director of Finance. 

Approval for a Contract:  

4.8 In addition to the Members’ Agreement dealing with the constitutional 
aspects of the company, the Council is also expecting to receive a final draft 
of the contract from Capital Letters that outlines the service that will be 
provided by Capital Letters to the Council. However, the principles of what 
service is expected by boroughs from Capital Letters is outlined in the 
Members’ Agreement. 

4.9 The offer from Capital Letters to the Boroughs will be bespoke – a menu of 
options/products tailored to local priorities.  Properties are expected to be a 
mixture of private rented sector properties let by the property owner to 
households by the boroughs, and properties leased directly from landlords 
or from managing agents.

4.10 Accordingly, H&F becoming a member of Capital Letters now offers the 
borough several different future opportunities, these include:

(i)   Capital Letters arranging PRS tenancies on behalf of the Council 
(ii) Capital Letters procuring leased accommodation on behalf of the Council 
(iii) Transferring leased accommodation to Capital Letters to discharge the   
      Council’s housing duties.  

4.11 The above options have been explained in detail in the Approved Cabinet 
Report on 04 March 2019. In the first instance the Council will agree with 
Capital Letters a service that increases the number of private rented 
accommodation (PRS) supply to assist the Council in discharging its 
prevention and relief housing duties.

4.11 The Council will also explore transferring leased accommodation to Capital 
Letters and procuring new leased accommodation led by the supply and 
demand issues that arise in the borough during the four years membership 
agreement with Capital Letters.

4.12 Staff seconded to Capital Letters will utilise the company’s central 
procurement hub and logo to procure affordable accommodation for 
households threatened with homelessness to secure more local supply to 
H&F borough.

4.13 Part of the incentive payment to landlords would be met through MHCLG 
funding, reducing the cost to the authority. The other half will be met by the 
Council, amounting between  £1,500 to £2,000.



4.14 Capital Letters will ensure that there is a fair distribution of properties 
amongst all joining Members.  The number of units procured per borough 
will depend on the efforts made by the seconded officers through Capital 
Letters contacts and leads through the advertising campaigns across 
London. This will also need to be covered in the contract.

4.16 MHCLG has confirmed that the Ministry will guarantee funding for Capital 
Letters until the end of March 2022 – in that any lease or Assured Shorthold 
Tenancy (AST) secured by Capital Letters before that date will be 
subsidised by the Ministry at the agreed rates.

4.17 If Capital Letters does not work, the Council can cease to be a Member of 
the Company by serving six months written notice to do so.  The contract 
will need to reflect the same notice period.

Secondment of Staff to Capital Letters; 

4.18 The Council has the option to second two procurement officers to Capital 
Letters to acquire new supply for H&F or alternatively pay Capital Letters to 
recruit staff independently for H&F.

4.19 Boroughs seconding procurement officers to Capital Letters can choose 
what proportion of their allocation of new properties is PRS and what 
proportion is PSL (leased directly from private landlords) or PLA (leased via 
managing agents). They can also choose the size distribution of properties 
they need to meet local housing demand.

4.20 H&F will retain a housing procurement function in-house and therefore 
some direct control over procurement of temporary accommodation. We 
would need a clear delineation of property types being procured to avoid 
competing with Capital Letters for the same properties. 

4.21 One option would be to have the remaining in-house procurement officers 
focus on procuring ASTs for prevention, working directly with households at 
the front door (something Capital Letters wouldn’t be able to do).

4.22 H&F are working closely with Human Resources (HR) to ensure that the 
Secondment Agreement is fully compliant and that employment terms and 
conditions of secondees will be protected during the full length of 
secondment. 

4.23 No redundancies will take place, but more permanent arrangements 
between the Council and the company may see the voluntary transfer of 
staff under TUPE by operation of law, and then a loss of expertise to LBHF 
if Capital Letters becomes established as a self-financing company at the 
end of the four-year government funding. 

4.24 Should the seconded staff not wish to join Capital Letters by TUPE 
arrangements, and the company’s business structure remains viable and as 
a full member the Council will want to review its staffing structure for the 



procurement team to be able to continue with its full participation in Capital 
Letters.

 
5. OPTIONS AND ANALYSIS OF OPTIONS 

5.1 Do nothing – this will mean that the Council as a Member of Capital Letters 
will not receive a service from the company or any funding to increase 
supply of accommodation to reduce temporary accommodation costs and 
meet local housing need.

5.2 Enter into a Contract with Capital Letters to obtain a service from them as 
a Member, until the end of the MHCLG grant funding. This is the 
recommended option.

6.0 CONSULTATION

6.1 It is not proposed that consultation be carried out on these proposals. 
Consultation will take place with affected staff as required by the law and 
Council policies.

7. EQUALITY IMPLICATIONS

7.1 The council entering into a contract with Capital Letters Ltd, as set out in the 
Recommendations, has no anticipated negative equality implications for 
protected groups under the Equalities Act 2010.

Implications completed by: Fawad Bhatti, Social Inclusion Policy Manager, tel. 
07500 103617.

8. LEGAL IMPLICATIONS

8.1 Following the March Cabinet report and associated full Council approval to 
participate in Capital Letters Limited, the shell company directors approved 
Hammersmith & Fulham becoming a member. All that is required now for the 
membership process to be complete is for the Council to sign the Members’ 
Agreement. Final copies of the Members’ Agreement are awaited for 
signature.  

8.2 The March Cabinet report was seeking the approval to become a member of 
the company. However, this does not of itself entitle the Council to access 
what the company will offer as a service. Instead the Council will need to 
enter into a separate services contract to benefit from those services. All 
services contracts that the Council enters into are subject to EU procurement 
legislation and the Council’s contract standing orders (CSOs). Under both 
sets of rules, a direct award of a contract without first having tendered it is 
permitted only where specific exemptions apply.

8.3 In relation to EU procurement legislation, regulation 12(4) of the Public 
Contract Regulations 2015 (PCR) permits the direct award of a contract (i.e. 
without following any tender process) to what is effectively a wholly-owned 



subsidiary, provided there is the required degree of control. This is known as 
the Teckal exemption after the case where it first arose. This exemption 
applies even where the control is exercised together with other authorities. 
There are three tests to be fulfilled if the exemption is to be relied upon:
 The Council exercises jointly with other contracting authorities a level of 

control over the entity to be awarded the contract, which is similar to that 
which they exercise over their own departments;

 More than 80% of the activities of the company to be awarded the contract 
are carried out in performance of the tasks entrusted to it by the controlling 
authorities;

 There is no direct private capital participation in the company to be 
awarded the contract (with some limited exceptions). 

8.4 With Capital Letters, the Articles of Agreement and draft Members’ Agreement 
currently ensure that there is no direct private capital participation (as all the 
members have to be local authorities), and it is intended that 100% of 
activities are for the controlling authorities. It will however be important that 
the Council actively participates in the management of the company so as to 
ensure that the control test described in the first bullet point is fulfilled. In 
regulation 14, this is defined as:
 The decision-making bodies of the company are composed of 

representatives of all participating authorities;
 The participating authorities are able to jointly exert decisive influence over 

the strategic objectives and significant decisions of the company;
 The company does not pursue any interests which are contrary to those of 

the participating authorities.
It will therefore be necessary for the Council to exercise an active role in the 
management of the company as a member through the Boroughs’ 
Representative Body, and through representation on the Board of Directors if 
considered appropriate, for the exemption to continue to apply. 

8.5 In relation to Brexit, a delay to the EU departure date by deferring Article 50, 
or the UK entering into a withdrawal agreement with a transition period, will 
mean that the current rules set out in the PCR will continue to apply. If the UK 
leaves the EU without a withdrawal agreement, then there is a draft Statutory 
Instrument before Parliament that preserves the effect of the PCR but with 
provision for an alternative advertising forum to the Official Journal of the EU. 
Therefore, the rules explained above will continue to apply.

8.6 In relation to Contract Standing Orders (CSOs), a waiver is being sought 
pursuant to Contract Standing Order 3 to enable a direct award. The waiver 
relates both to the requirement to prepare a Procurement Strategy under CSO 
9 and to the usual tendering requirements of CSO 10. The waiver process 
requires that one of five grounds specified in CSO 3 is made out. Here is it 
proposed to rely on the ground that the proposed contract is covered by a 
legislative exemption (ie reg 12(4) of the 2015 Regulations as outlined above). 
Cabinet members must also be satisfied that the waiver and consequent 
direct award are in the best interests of the Council. 



Legal Implications prepared by Deborah Down, senior associate with Sharpe 
Pritchard solicitors, on secondment to the Council. 
ddown@sharpepritchard.co.uk 

9. FINANCIAL IMPLICATIONS

9.1 Entering into a contract with Capital Letters is expected to enhance the 
Council’s purchasing power and provide access to Government funding which 
will be used to subsidise the high rental costs of temporary accommodation. In 
the context of increasing rental accommodation costs and constraints on 
income due to Welfare Reform, this should allow the Council to avoid further 
costs which would otherwise place additional unbudgeted pressure on the 
Council’s General Fund and potentially enable the achievement of General 
Fund savings. 

9.2 As stated in paragraph 4.10, the arrangement with Capital Letters will offer 
the Council several different future opportunities, these include:

(i) Capital Letters arranging PRS tenancies on behalf of the Council 
(ii) Capital Letters procuring leased accommodation on behalf of the Council 
(iii) Transferring leased accommodation to Capital Letters to discharge the   
      Council’s housing duties.  

9.3 Under opportunity (i), which relates to prevention of homelessness, Capital 
Letters would subsidise up to £1,500 of the cost avoidance payments that the 
Council currently pays in order to secure new private rented sector landlords, 
reducing the cost to the Council. The funding for the £1,500 - £2,000 cost 
avoidance payments referred to in the recommendations will be funded from 
the Temporary Accommodation earmarked reserve. This reserve is currently 
expected to contribute £600,000 per annum for cost avoidance payments to 
Temporary Accommodation landlords. This is based on the current average 
cost avoidance payment of £3,000 for up to 200 new properties. Therefore, any 
reduction from the £3,000 average will reduce the cost to the Council, 
potentially by as much as £300,000 per annum.

9.4 Should the Council also wish to use Capital Letters to procure temporary 
accommodation (opportunity (ii)), in addition to the reduced cost of cost 
avoidance payments as outlined in para 9.3 above, Capital Letters would also 
pay a subsidy to the Council to cover any shortfall (the rent margin) between 
the cost of procuring a property and the income that the Council receives in the 
form of Housing Benefit subsidy. Further, as Capital Letters are able to offer an 
amount equivalent to 100% of housing benefit subsidy compared to the 
Council’s 90% of the January 2011 rate, there would be a further saving to the 
Council for each property procured. 

9.5 Under opportunity (iii), discharging the Council’s homelessness duties would 
result in the Council avoiding temporary accommodation costs as there would 
be no ongoing responsibility for the Council. 
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9.6 The cost reductions and savings will depend on the number of units procured 
or transferred to Capital Letters and the rate at which this transfer can be 
achieved. The full financial implications will become clearer when the draft of 
the contract is provided, and when procurement, funding and staffing 
arrangements are clarified. Finance officers will work closely with the service in 
quantifying the anticipated costs, benefits and risks. The financial impact on the 
General Fund will be tracked and managed through the Council’s corporate 
revenue monitoring regime. 

9.7 As the seconded staff are funded from existing budgets within the Housing 
Solutions service in The Economy Department, no additional cost is expected 
for the Council. 

9.8 However, there are a number of risks that must be considered and these 
include, but are not limited to: 

 the subsidies provided by Capital Letters will not be paid indefinitely;

 it is likely that staff will need to be seconded to Capital Letters and this 
may come with other financial implications such as a requirement for the 
Council to make a financial contribution to Capital Letters’ overhead 
costs and also the possibility of costs arising from any TUPE implications 
that may arise;

 there may be additional costs for the Council if procurement targets are 
not met resulting in further staff being required to be transferred to 
Capital Letters;

 any financial risk relating to the tax or other implications for the Council 
of entering into a contract with Capital Letters;

 Section 4.11 sets out the time-limited nature of the proposal and the risk 
that additional costs resulting from the loss of government subsidy could 
be passed to the General Fund after 2021/22.

Financial implications completed by: Danny Rochford, Head of Finance 0208 
753 4023

Financial implications verified by: Hitesh Jolapara, Strategic Director, Finance 
& Governance, tel. 0208 753 2501.

10. IMPLICATIONS FOR BUSINESS

10.1 Implications on local businesses and local private landlords would be that they 
would receive a unified procurement service across London boroughs who 
have signed up for Capital Letters.  

 
A better landlord rental offer via Capital Letters, will in return mean that H&F 
benefit from more in-borough and local properties, where now we are outbid 
by other London boroughs by them paying more landlord incentives.



 
So in essence Capital Letter will help us to attract more local landlords and 
estate agents to meet homelessness demand and prevent homelessness.

Implications to be completed by: Albena Karameros, Economic Development 
           Team, tel. 07739 316 957.

11. COMMERCIAL IMPLICATIONS

11.1. This report seeks approval for a waiver from the Council’s CSOs requirements 
of seeking competitive tenders and directly award the contract to Capital Letters 
Limited. The proposed length of the contract is four (4) years and the estimated 
value for the 19/20 financial year is £750,000. 

11.2 The waiver would be justified on the grounds that the award is covered by 
legislative exemption. 

11.3 The award falls under ‘Public contracts between entities within the public sector’ 
and falls under PCR 2015 exclusions 12(4).

11.4 A voluntary award notice should be published and a contract entry shall be 
created in the Council’s Contracts Register to ensure compliance with statutory 
transparency requirements.

Commercial implications completed by: Andra Ulianov, Head of Contracts and 
Procurement, tel. 07776672876

12 IT IMPLICATIONS 

12.1. IT Implications: If Capital Letters requires access to H&F IT equipment, 
systems and/or networks, H&F IT Services must be consulted to ensure that 
all necessary safeguards, permissions and budgets are in place, and that the 
service is aligned with the ITS desktop strategy. 

12.2 IM Implications: As Capital Letters will be processing sensitive data on behalf 
of H&F, a Privacy Impact Assessment will need to be completed to ensure all 
potential data protection risks in relation to this proposal are properly 
assessed with mitigating actions agreed and implemented. For example, a 
contract data protection and processing schedule or an information sharing 
agreement template and a Supplier Security Checklist to ensure the systems 
used by Capital Letters comply with H&F’s regulatory requirements. 

  
12.3 The contract with Capital Letters will need to include H&F’s data protection 

and processing schedule. This is compliant with the General Data Protection 
Regulation (GDPR).

12.4    Implications to be verified/completed by: Karen Barry, Strategic Relationship 
Manager, IT Services, tel. 0208 753 3481 



13     RISK MANAGEMENT

13.1 Cabinet were advised in the report of 04 March that a further report will be 
presented concerning the contract to be awarded to the new company and 
associated arrangements once the company is established. The Council can 
prepare to enter a contract with the provider however this is not likely to take 
place until the stated date estimated to be June 2019. The main benefits are 
to ensure that accommodation is provided to the most vulnerable in society, 
and that accommodation provided is suitable promptly as trading begins and 
in line with our H&F Values and residents needs and expectations.

 Implications verified by: Michael Sloniowski, Risk Manager, tel. 020 8753 
2587.

14. BACKGROUND PAPERS USED IN PREPARING THIS REPORT
None

15 LIST OF APPENDICES
None


