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PURPOSE

This report provides an update on the Housing Revenue Account (HRA) budget for 
2018/19 and sets out options for Members to consider in relation to the budget for 
2019/20. It updates Members on the latest forecasts for the Housing Capital 
Programme for 2018/19, (together with a proposed programme for the next 9 years) 
and also sets out the impact on the long term HRA business plan, which remains 
sustainable throughout the 30 year planning period.

RECOMMENDATIONS:

1. The revised forecasts for the HRA for 2018/19, as detailed in Appendices 1 
and 2 be approved.

2. The amended capital programmes for Housing Services and New Build 
Projects together with the funding schedule for 2018/19 to 2027/28 as detailed 
in Appendices 3, 4 and 5 are approved.

3. The rent reduction for Council dwellings of 1% in 2019/20, as highlighted in 
paragraph 11.7, in line with MHCLG rent setting policy is approved.

4. The latest forecast for the rectification works, as outlined in paragraph 11.11, 
for Victoria House are noted.
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5. Recommend to Council, that subject to the Corporate Head of Housing being 
satisfied that suitable delivery arrangements are in place and the completion 
of a funding agreement between Wickham Community Land Trust (WCLT) 
and the Council, a supplementary capital estimate of £410k be approved and 
a grant award of this sum be made to WCLT for the provision of affordable 
housing.
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IMPLICATIONS:

1 COUNCIL STRATEGY OUTCOME 

1.1 Providing good quality housing and new affordable homes is a strategic 
priority for the Council. Effective management of the resources available to 
the Council enable it to take advantage of new opportunities and ensure that 
satisfaction levels remain high amongst tenants in relation to their home and 
community.

2 FINANCIAL IMPLICATIONS 

2.1 These are fully detailed in Section 11 of the report and accompanying 
appendices.

3 LEGAL AND PROCUREMENT IMPLICATIONS 

3.1 The Council is required under statute to maintain a separate Housing 
Revenue Account with a positive working balance. MHCLG recently 
announced that the HRA borrowing cap would be removed on 29 October 
2018. Further announcements are expected from MHCLG before the end of 
March 2019 on the use of right to buy receipts and from CIPFA on potential 
changes to the prudential borrowing code. This paper updates the latest HRA 
financial position based on the existing HRA debt cap remaining in place. The 
HRA business plan will be revised in January 2019 forming part of the 2019-
20 HRA Budget paper. The January 2019 paper will also take into 
consideration any further funding announcements and a review of the New 
Build programme. . Effective management of the HRA is necessary to ensure 
that both of these requirements are met.

3.2 Any  Housing Services contracts and new build schemes will be procured in 
accordance with the Council’s Contract Procedure Rules and where 
applicable, The Public Contract Regulations 2015. Any projects with costs in 
excess of £100,000 will be subject to a financial appraisal in line with 
Financial Procedure Rules.

3.3 The proposals and the business plan projections included in this report have 
been prepared based on the restrictions imposed by the HRA debt cap rules.  
However, the debt cap has now been lifted as detailed in this report..

3.4 Provided that the grant terms, in relation to the proposed WCLT grant award, 
adequately describe the purposes for which the grant can be used, and make 
certain provisions about the receipts of shared ownership staircasing (ie the 
sale of a greater proportion of the shared ownership house to the occupant), 
then the grant will be treated as compensation for delivery of a public service 
obligation, which is excluded from the State aid regime.
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4 WORKFORCE IMPLICATIONS 

4.1 The 2019/20 forecast and future years in the business plan include the impact 
of the closure of the car leasing scheme in September 2019. 

4.2 The employee cost forecast for 2019/20 includes known additional costs 
arising from the proposed salary assimilation process.  

5 PROPERTY AND ASSET IMPLICATIONS 

5.1 In order to meet one of the key principles of the Council Strategy, the HRA is 
required to provide sufficient financial resources to both maintain existing 
stock to decent homes standard and to enable new affordable housing to be 
built to help meet local demands.

6 CONSULTATION AND COMMUNICATION 

6.1 This report will be reviewed by the Overview & Scrutiny Committee on 26 
November.

6.2 The report was reviewed and approved by the TACT support group on 5 
November. 

7 ENVIRONMENTAL CONSIDERATIONS

7.1 The Housing Service considers environmental factors when preparing and 
developing major projects e.g. working closely with Planning and Landscape 
Officers when considering new build developments to meet the required 
codes for sustainable housing.

8 EQUALITY IMPACT ASSESSMENT 

8.1 There are no equality issues arising from this report.

9 DATA PROTECTION IMPACT ASSESSMENT 

9.1 None required.

10 RISK MANAGEMENT 

10.1 The key risks impacting on the HRA budget are shown below.

Risk Mitigation Opportunities
Property
That the Council fails to 
adequately maintain 
housing stock and their 
condition falls below 
decent home standards.

An effective and well 
funded programme of 
capital works linked to a 
comprehensive stock 
condition survey and 
sound future planning 
ensures decent home 

The government are 
currently looking at a 
potential revision to decent 
home standards following 
the Grenfell Tower 
disaster in 2017. 
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standards are met and 
maintained.

Community Support
Consultation is required 
with tenants regarding 
HRA budgets and with the 
wider community over new 
build developments.

Regular communication is 
maintained with tenants 
and leaseholders on a 
variety of housing issues. 
The Council consults with 
local residents and 
stakeholders on proposed 
new build schemes.

Pro-active consultation 
can bring forward options 
that otherwise may not 
have been considered.

Timescales
Delays to new build 
contracts results in lost 
revenue and potentially 
increased costs.

An achievable new build 
programme is necessary 
to avoid the Council 
having to repay Right to 
Buy 1-4-1 receipts with 
interest or penalties.

New build contracts 
contain clauses to allow 
the Council to recover 
damages if the project is 
delayed due to contractor 
actions.
Close control is 
maintained on Right to 
Buy receipts and these are 
monitored against future 
spending plans to ensure 
action can be taken if 
necessary.

The MHCLG have recently 
consulted on the use of 
Right to Buy receipts, 
including extending the 
retention of existing 
receipts from 3 to 5 years. 
There is also the potential 
for the use of receipts on 
shared ownership 
properties. An 
announcement following 
the consultation is 
expected later in 2018/19.

Project capacity
The HRA debt cap and 
rules around the use of 
Right to Buy receipts may 
limit the ability of the 
Council to implement 
proposed new build 
schemes at the required 
pace.

Staffing resources 
(sometimes outside of 
Housing) reduce the time 
available to push forward 
new build schemes at the 
required pace.

Regular monitoring of 
budgets and business 
plans, together with the 
use of suitable financial 
assessment tools enables 
the Council to manage 
resources effectively.

Staff resources within 
Housing are regularly 
reviewed and regular 
project meetings are held 
with colleagues in other 
Departments to enable an 
ambitious new build 
programme to be 
delivered.

The MHCLG have 
announced the lifting of 
the HRA debt cap from 30 
October 2018. This will 
allow the Council to 
control the level of debt 
taking into consideration 
prudential funding rules 
and the ability to service 
debt within the HRA 
balance. This will allow the 
Council to fund more 
housing development 
activity in the future.

Financial / VfM
The current rent reduction 
rules are directly impacting 
on the Council’s ability to 

Regular budget monitoring 
and opportunities to save 
costs assist with 
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maintain services at 
existing levels but new 
announcements should 
allow an element in 
business planning until 
2025.

The roll out of Universal 
Credit (UC) in Winchester 
is due to complete by 
December 2018. This will 
have an impact on the 
level of arrears and the 
potential for rent write offs 
in future years.

maintaining services at 
required levels.

Winchester is working 
closely with the DWP and 
tenants who are affected 
by UC. Additional resource 
has been included in the 
2018/19 budget to support 
tenants and minimise the 
impact on rent arrears.

Legal
Changing Government 
priorities and a greater 
emphasis on “social 
housing” (as compared to 
affordable housing) may 
impact on the Council’s 
new build programme.

Government policy 
changes are being 
followed closely to identify 
any new risks or 
opportunities that they 
bring.

Innovation
The introduction of a 
Housing Company to 
support the new build 
programme is brought in 
without reference to 
existing rules and 
consents.

Legal and business 
planning advice is being 
sought on an appropriate 
solution.

Reputation
Failure to complete major 
housing projects due to 
resources would be likely 
to affect both customer 
satisfaction levels and the 
Council’s reputation.

Business planning tools 
with regular updates are 
utilised to make sure 
resources are available to 
complete projects.

Other
None.

11 SUPPORTING INFORMATION:

11.1 Local Authority Housing  Update

11.2 In the last couple of months there have been some significant funding 
changes & proposals announced by MHCLG. At the end of September the 
Council submitted a £52m bid for additional borrowing under the £2bn 
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MHCLG HRA additional borrowing programme 2019-2022. The bid 
demonstrated Council intention to deliver a significant number of new social 
housing units over the next 3 financial years. The size of the bid, together with 
a number of high bids nationally, contributed to the decision to remove the 
HRA debt cap from 30 October 2018.  The removal of the HRA debt cap  and 
potential changes on the use of right to buy receipts will give local authorities 
more freedom to plan and deliver additional social housing properties in the 
future. The 2019/20 HRA budget paper, to be presented to Cabinet (Housing) 
Committee on 30 January 2019, will include a revised 10 year business plan 
assuming no HRA debt cap. The business plan will focus on the delivery of 
new social housing properties, taking into consideration any changes to 
prudential borrowing rules and  existing revenue commitments.

11.3 Proposals identified in the MHCLG use of right to buy receipts consultation 
include more tenure flexibility, allowing receipts to be used for shared 
ownership developments in addition to social & affordable rent. Other 
proposals include allowing receipts to be used in addition to Homes England 
grant on the same scheme and the potential for local authorities to retain 
more than the current 30% of right to buy sales. An announcement on the 
conclusions of the consultation is expected before April 2019.

11.4 In August MHCLG issued a green paper consultation on “A New Deal for 
Social Housing” asking for comment from housing providers on a wide range 
of questions & proposals. MHCLG are keen to understand how social housing 
providers view the future management and regulation of the sector, including 
funding and tenant involvement. 

11.5 Housing Revenue Account Updated Forecast 2018/19

11.6 The 2018/19 working budget is showing an improved position for the current 
financial year. The latest forecast is showing a surplus of £1.59m for the year 
against the original budget of £627k deficit. Appendices 1 & 2 detail the 
service and subjective HRA summaries as they are now forecast.

11.7 Repair costs, including response, voids and cyclical repairs, are forecast to 
increase by £170k compared to budget.

11.8 Depreciation has increased by £616k compared to the budget. This is as a 
result of change of calculation identified during the 2017/18 year end audit 
review. The new calculation basis will be followed in future years.

11.9 Rental income is forecast to reduce by £200k compared to budget. This is as 
a result of delays in the handover of new build properties during the year.

11.10 Housing Rents 2019/20 and beyond

11.11 For 2019/20, it is proposed that rents for all Council dwellings be reduced by 
1% in line with the current MHCLG policy. 2019/20 will be the final year of the 
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national “rent reduction” proposals, after which all registered providers are 
able to set rents based on an annual increase of CPI+1%.

11.12 The 1% rent reduction effectively results in £266k reduced income and has an 
immediate and direct impact on the HRA business plan.  However, the 
projections in Appendix 8 demonstrate that this reduction can be afforded 
whilst still retaining revenue reserves at a reasonable level. 

11.13 Housing Capital Programme Updated Forecast 2018/19

11.14 The Housing Services Programme shows a net decrease of £270k compared 
to the original budget of £8.44m. The decrease is as a result of the timing of 
external envelope repairs, including roof work, which will be carried forward 
into 2019/20.

11.15 The new build programme shows a net decrease of £70k compared to the 
original budget. The changes compared to budget are as follows;

 Victoria House – The cost is forecast to increase by £30k compared to 
the original £410k budget. This includes taking into consideration the 
additional costs of the completion works less a claim against the 
original contractor performance bond. The scheme is being managed 
to completion by Rekan following HH Drew going into administration. 
Overall contract costs are still within the 10% overspend limit but it is 
possible further costs may arise before the scheme is completed at the 
end of December.

 Winnall Flats – The scheme will not start on site until 2019/20 resulting 
in reduced expenditure of £430k during the year.

 Meryon Road – The budget included initial feasibility costs of £100k but 
the scheme has now been put on hold.

11.16 Appendices 3 & 4 show the revised forecasts for 2018/19 together with the 
proposed budgets for the next 9 years.

11.17 Housing Capital Programme Budgets 2019/20 to 2027/28

11.18 Within Housing Services, the major repairs budgets from 2019/20 are based 
on the latest stock condition information. Forecast cost predictions over the 30 
year business plan have been broken down into 5 year bandings to smooth 
the effect of the major repairs programme over the life of the plan.

11.19 The projected stock condition information gives a reduction in repair spend 
until 2024/25 when a £2.8m increase in mechanical & electrical services is 
required for a period of 5 years. For the remainder of the 30 year plan from 
2028/29 repair costs reduce back down to the current level. 
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11.20 The Estate Improvements programme is set to continue at £250k per annum 
until 2027/28. Sheltered housing upgrades will remain at £100k per annum 
until 2021/22 and reduce to £50k per annum until 2028/29.

11.21 For the new build programme, no further known schemes have been added to 
programme. From 2021/22 funding of £8m per annum has been allocated 
within the 30 year business plan to cover the future new build programme, 
including small sites and schemes funded by RTB sales. 

11.22 HRA Capital Programme Funding

11.23 Appendix 5 gives full details of how it is proposed to fund the Housing 
Services & New Build budgets from 2018/19 to 2027/28.

11.24 The 30 year business plan takes into consideration the current HRA debt cap 
of £168m. It has been announced that the HRA debt cap will be lifted from 30 
October 2018 which will allow further borrowing to deliver more new build 
properties. Precise details on the prudential borrowing rules that will be 
required have not yet been published but this is expected shortly. 

11.25 There has also been a recent MHCLG consultation on the use of RTB 
receipts, the results of which are expected by the end of 2018/19. There is the 
potential for use of RTB receipts on other tenures including shared ownership 
and a short term increase in the 3 year time limit for utilising existing receipts 
to 5 years.  

11.26 Prudent assumptions have been made on the future funding programme the 
HRA business plan on shared ownership and S106 receipts.

11.27 Housing Management Budgets 2019/20 to 2047/48

11.28 The car leasing scheme will close in September 2019, following which all cars 
will be handed back. Staff affected  may be given the alternative of  an 
essential car user allowance depending on the level of annual mileage. 
Savings will be limited in 2019/20, allowing for the early termination of leases. 
From 2020/21 annual savings are expected to be £117k and will continue for 
the remainder of the 30 year business plan.

11.29 The forecast for 2019/20 includes known costs arising from the  Local 
government pay award and the 1% increase in employer pension 
contributions.

11.30 HRA Business Plan 2019/20 to 2047/48 – Key assumptions

11.31 The latest iteration of the 30 year HRA business plan uses the 2018/19 latest 
forecast position as the base. 

11.32 The business plan includes the current 1% rent reduction for 2019/20 and the 
MHCLG policy of increasing rents by CPI +1% for 5 years from 2020/21 until 
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2024/25. Rents will revert to base CPI only from 2025/26 for the remainder of 
the plan. 

11.33 Appendices 6 & 7 show extracts from the business plan operating account 
and loan financing schedule. Internal loan funding of £4.5m is required in 
2020/21 to fund the current capital programme. Appendix 7 demonstrates a 
gradual repayment of the outstanding loan finance over the life of the plan.

11.34 As outlined in previous housing cabinet papers, the garage stock is being 
transferred to the general fund over 4 years commencing in March 2019. The 
business plan assumes a 25% reduction in rental income for each of the 4 
years with a capital payment from the general fund. Garage rent is predicted 
to increase by RPI annually until all garages have been transferred to the 
general fund.

11.35 There are no specific budget options identified other than to maximise the 
level of new build development within the current HRA debt cap.

11.36 General assumptions used in the plan have been reviewed and amended, 
details of which are shown at Appendix 8.

11.37 Wickham CLT funding requirement 

11.38 The Council have been approached by Wickham Community Land Trust 
(WCLT) to financially support the development of 10 affordable homes (5 
affordable rent, 5 shared ownership) in Wickham. WCLT is a registered 
provider (RP) and has previously developed (with Council financial support) 8 
affordable homes in Wickham. The WCLT proposals relate to land in 
Wickham that already has a planning permission for a mixture of market and 
affordable homes (with a S106 Agreement requiring the provision of 
affordable homes). This means without the funding requested it is likely that 
all the affordable homes would still be provided but by a larger RP, however 
WCLT ownership would offer local stewardship of the homes and help build 
their asset base which, in turn, would enable further local development in the 
future. Any funding agreement would include conditions excluding the grant 
from the State aid regime.

11.39 The Council promotes a mixed economy of affordable housing provision in 
order to accelerate and maximise the supply of affordable housing. It is a 
founding partner of the Hampshire Community Housing Partnership and its 
own Housing Strategy seeks to adopt an innovative approach to new 
provision, including community led housing. Community led housing (housing 
where ownership and stewardship is vested in community based groups) is 
being promoted by Government, including through its “New Deal for Social 
Housing” Green Paper and the Community Housing Fund.

11.40 The total scheme costs are estimated to be £1.7m with WCLT funding from a 
mixture of its reserves, commercial loans and the requested grant from the 
Council. The financial details presented by WCLT, and analysed by the 
Council, indicate a funding gap of £410k, being the amount requested by 
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WCLT. The offer of grant would assist WCLT in finalising negotiations on 
delivery. Should Members be minded to approve the award of grant no 
payment would be made until there was certainty over the delivery.

11.41 The Council’s agreement with MHCLG allows retained RTB 1-4-1 receipts to 
be paid to a partner for the development of replacement social housing but 
with the same restrictions that apply to the Council using 1-4-1 receipts. This 
includes only using funds for rented (not shared ownership) housing, being 
unable to use the receipts where Homes England grant is being received for 
the development and with a maximum of 30% of relevant development and/or 
acquisition costs.

11.42 Due to these limitations, the value of RTB 1-4-1 receipts that can be allocated 
to this scheme is restricted to £244k, leaving a gap of £166k to be found. This 
can be met from the following sources:

 £40k from the Community Housing Fund grant (already awarded by 
Government to the Council); and

 £126k from S106 developer contributions.

11.43 The Council currently has £360k of available S106 developer contributions 
that have not been allocated to other development schemes. The HRA 
business plan has taken into consideration the use of the proposed £126k 
from available S106 developer contributions.   

BACKGROUND DOCUMENTS:-

Previous Committee Reports:-

CAB 3016(HSG) HRA Budget 2018/19 and Business Plan 2018 – 2048; 31 January 
2018

CAB 3036(HSG) HRA 2017/18 Outturn and Key Performance Indicators; 4 July 2018

Other Background Documents:-

HRA Business Plan 2018 to 2048, from which Appendices 6 and 7 are extracted.
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APPENDICES:

Appendix 1 – Housing Revenue Account Revised Budget Forecast 2018/19 – 
Service Summary

Appendix 2 – Housing Revenue Account Revised Budget Forecast 2018/19 – 
Subjective Summary

Appendix 3 – Housing Services Re-Forecast Capital Programme 2018/19 and 
Proposals for 2019/20 to 2027/28

Appendix 4 – New Build Re-Forecast Capital Programme 2018/19 and Proposals for 
2019/20 to 2027/28

Appendix 5 – Housing Capital Programme Funding Re-Forecast and Proposals for 
2019/20 to 2027/28

Appendix 6 – HRA Business Plan Extract – Operating Account 2018/19 to 2047/48

Appendix 7 – HRA Business Plan Extract – Financing Schedule 2018/19 to 2047/48

Appendix 8 – HRA Business Plan – Updated Assumptions
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                                                                                                                Appendix 8                                                                                                             
HRA Business Planning Assumptions

There are a number of assumptions required for the 30 year HRA business plan. The 
key assumptions are detailed below.

Inflation

Year RPI CPI Repairs Staffing
2019/20 3.3% 2.4% 3.3% 2.0%
2020/21 3.1% 2.1% 3.1% 2.0%
2021/22 3.0% 2.0% 3.0% 2.0%
Thereafter 3.0% 2.0% 3.0% 2.0%

NB RPI and CPI percentages for 2019/20 are based on September 2018 actual 
figures as published by the ONS. Repairs contracts are often linked to BMIS factors, 
produced by RICS. Staffing indices reflect those being used for the General Fund.

Average Rents

The average weekly rent levels used for the HRA business plan are based on the 
properties in management as at 31 March 2018 and new properties developed over 
the life of the 30 year plan.

No of Bedrooms Social Rent Affordable Rent Temporary 
Accommodation

Bedsit £62.47 - £92.78
1 £86.68 £114.73 £88.51
2 £100.18 £148.04 £103.89
3 £114.10 £172.24 £120.45
4 £122.97 £216.21 -
5 £144.41 - -
6 £146.44 - -
Overall Average £100.35 £151.53 £94.52

Rent Increases 

Year Social & Affordable Rents Shared Ownership Rents
2019/20 -1.0% RPI + 1%
2020/21 to 
2024/25

CPI + 1% RPI + 1%

Thereafter CPI + 0% RPI + 1%

NB Affordable rents have a requirement to reset the rent level in relation to current 
market rents when a property is re-let. However, in business planning terms, it is 
assumed that market rent income will rise in line with CPI.
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                                                                                       Appendix 8 (continued)
Voids and Bad Debts

Year Voids Bad Debts
Social & 
Affordable

Temporary 
Accommodation

Social & 
Affordable

Temporary 
Accommodation

2018/19 0.40% 15.0% 0.5% 2.0%
2019/20 0.40% 10.0% 0.8% 2.2%
2020/21 0.40% 10.0% 1.2% 2.6%
2021/22 0.40% 10.0% 1.6% 3.0%
2022/23 0.40% 10.0% 4.0% 4.0%
Thereafter 0.40% 10.0% 3.0% 3.0%

NB The potential effect of Universal Credit has been factored in to the bad debt 
allowances.

Right to Buy Sales

16 sales have been assumed for 2018/19 and all subsequent years.

HRA Working Balance

The minimum HRA working balance for 2018/19 has been set at £1,118,000 with the 
minimum requirement increasing by CPI thereafter.

Interest Rates

Internal

All internal transactions with the General Fund are determined by the Treasury 
Management Strategy approved by the Council.  All interest rates are variable and 
the current rates are set at 0.25% on both internal borrowings and credits in the HRA 
and reserves.

External

All current external borrowing was undertaken in March 2012 to fund the self-
financing payment to DCLG.  Loans outstanding were all for fixed terms and 
currently total £156,722,000 with interest rates ranging from 2.56% to 3.52% 
depending on the length of the loan.  The first repayment is due in March 2023 and 
no assumptions have been made on early repayment due to the likely cost of 
penalties imposed by PWLB for this facility.

The latest business plan assumes that further external borrowing of £4.5m is 
required in March 2021 at an interest rate of 2.8%.  Later in the plan it will be 
necessary to re-finance some of the existing loans from 2023.  It is assumed that 
these loans will bear an interest rate of between 2.8% and 3.0%.  The loan balance 
at the end of the 30 year business plan is currently forecast at £136,722,000.


