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1. EXECUTIVE SUMMARY 
 

1.1. This report covers the proposed Housing Revenue Account (HRA) budget and the 
Financial Plan for Council Homes which are going to Cabinet on 5th February 
2018. 
 

2. RECOMMENDATIONS 

2.1. The PAC is invited to comment on the report. 
 
3. INTRODUCTION AND BACKGROUND 
 

3.1 The Council uses all the money from rents and other income it receives from 
tenants to pay for the cost of managing and maintaining council homes and to 
cover the interest on its housing debt (in the same way someone would pay their 
mortgage). Council homes are accounted for in the Housing Revenue Account 
(HRA).  

3.2 The 2018/19 HRA budget takes account of the Council’s £20m Fire Safety Plus 
Programme to make fire safety improvements to the Council’s housing stock 
above and beyond current legal minimum standards. The Council has allocated 
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£14m of HRA reserves to help fund this and it’s been incorporated within a 
balanced 40 year financial plan for the Council’s homes. 

4. PROPOSAL AND ISSUES  

4.1 The decision by the Chancellor of the Exchequer to reduce social housing rents 
by 1% each year for four years from April 2016, means that while lower rents may 
appear to benefit tenants in the short term, there is a lot less money available to 
pay for the maintenance of Council homes.  

4.2 In July 2017, the Council announced the introduction of the Fire Safety Plus 
Programme to make sure the Council’s homes and other properties meet higher 
standards. This has an estimated cost in the region of £20m. In addition, the HRA 
will be making a revenue contribution of £14m to fund capital investment costs. 
This will mainly be funded from the HRA general reserve. 

4.3 It is not possible to fund the loss of rent or additional costs by increasing 
borrowing, as the Council is not permitted to borrow above the level of the debt 
cap1. 

4.4 Therefore the Council has continued to look for other ways to offset the impact of 
the 1% rent cut on repairs, increases in the costs of providing the housing 
management and maintenance service and the additional costs of the Fire Safety 
Plus Programme to help safeguard Council homes for the future and ensure the 
long term financial sustainability of the HRA. 

4.5 The opportunity to get more money in is restricted as most of the income received 
in the HRA is from tenants’ rents and rent reductions for the next two years are set 
by legislation.  

4.6 However officers continue to look for opportunities to generate additional income 
and savings on both the revenue and capital budgets. A detailed review of the 
budgets has again been conducted. 

4.7 For example we’re expecting increased income of £89k because of better 
management of our commercial property, this has included reducing the expected 
void rent loss on commercial property from 11% to 3%. We’re also expecting 
£520k of income from advertising hoardings located on Housing land and have 
improved the management of our garages which has resulted in more garages 
being let and reduced the void rent loss we expect next year to 16% as compared 
to 35% in October 2015 and 22.5% as at December 2017. 

4.8 Cumulative on-going annual savings delivered in the seven years to 31st March 
2018 were £12.4m. The current savings programme is already set to deliver 
further on-going additional savings of £0.7m from 2019/20 rising to £0.8m by 
2021/22 (i.e. £13.2m cumulative annual savings since the return of management 
to the Council in 2011). This means there is little scope for further savings without 
compromising service delivery, although the Council will of course continue to 
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seek additional opportunities, including through the contract management initiative 
approved by cabinet earlier in the current financial year. 

4.9 The HRA asset management strategy is being updated to ensure any emerging 
fire safety and compliance priorities are also incorporated into the HRA capital 
programme to protect tenants’ and residents’ homes. The review of the planned 
programme will ensure that tenants’ homes are safe, warm and weather-proof.  

4.10 The Government has confirmed that following the expiry of the former 
Chancellor’s decision to reduce social housing rents by 1% each year for four 
years from April 2016, social housing rent increases will be limited to the 
Consumer Price Index (CPI) plus 1% for five years from April 2020. Together with 
the additional income expected to be generated from commercial property and 
garage rents, this will give the Council the financial certainty needed to formulate 
a revised plan for future major works.  

4.11 There are however a number of risks to the financial plan. These are set out in full 
in the Cabinet report. As well as the normal risks of unexpected events, 
movements in major projects and legislative changes, two significant risks to the 
long term financial plan for Council homes to note are: 

 Universal Credit / Welfare reform: this impacts on the Council’s ability to 
collect rents as claimants are paid in arrears. The Council does however have 
“trusted partner” status with the Department of Work and Pensions. This 
allows the Council to apply for Alternative Payment Arrangements for 
individual tenants before they fall significantly into arrears. 

 The Housing and Planning Act 2016 which enforced the rent decrease also 
provided for the enforced sale of high value voids with the sale proceeds 
being paid over to central Government. Government have been largely silent 
on when the Council may have to make any payment for high value void sales 
however they have confirmed no payment will be required for 2018/19. 
Therefore, given the uncertainty, the long term HRA financial plan still 
excludes the impact of the high value voids policy; this Government policy 
represents a significant risk to the HRA financial plan. 

4.9 The Cabinet intends to consider the Financial Plan for Council Homes for 2017/18 
on 5th February 2018. The PAC’s view will inform the Cabinet’s decision. 
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