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1. Purpose of Briefing Note 
 
1.1 To provide an “overview” of the issues in relation to the Council’s Housing Revenue 

Account (HRA) and the HRA Capital Programme. 
 
2. Recommendations 
 
2.1 That the Housing Policy Development Committee note the contents of the briefing note 

and outline any further information which is required. 
 
3. Background 
 
3.1 All services in relation to the management, maintenance and improvement of the 

Council’s housing stock are funded through:- 
 
 (a) The Housing Revenue Account (HRA) which meets the “day to day” running costs 

of providing management and maintenance services to tenants. 
 
 (b) The Housing Revenue Account (HRA) Capital Programme which funds 

improvements to the Council’s housing stock. 
 
3.2 Housing Services which are of benefit to the whole community (i.e. are not restricted to 

Council tenants) are financed through the General Fund.  Examples of such services 
include homelessness, the “strategic and enabling role” and private sector housing. 

 
3.3 It is a statutory requirement that the HRA is “ring fenced” (i.e. separate) from the General 

Fund account and details of the “ring fence” are prescribed by Government regulations 
and associated guidance.  In particular, contributions to or from the General Fund are not 
permitted.  The Council also has a statutory duty to maintain a “balanced” Housing 
Revenue Account which cannot therefore fall into deficit. 

 
3.4 The Government’s rent restructuring policy and a Government prescribed “funding 

mechanism”, the HRA subsidy system, also form part of the Housing Revenue Account 
framework.  Both of these components are again, subject to detailed regulations and 
associated guidance.  In particular, the Government makes assumptions about the 
Council’s income and need for expenditure in accordance with a “notional” HRA, in order 
to calculate whether or not a local authority receives housing subsidy. 
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3.5 The HRA subsidy system is operated by the Government as a redistributive pool and 

therefore either:- 
 
 (a) pays housing subsidy (positive subsidy) to those local authorities which are 

assumed to have the greatest need; 
 
 or 
 
 (b) requires local authorities (who are assumed to have a lesser need) to pay housing 

subsidy (negative subsidy) back to the Government and into the redistributive pool. 
 
3.6 The Council is in a position of negative subsidy and therefore pays a proportion of its rent 

income to the Government each year. 
 
3.7 The HRA Capital Programme funds improvements to the Council’s housing stock and is 

governed by further Government regulations and guidance, particularly in relation to the 
use of resources. 

 
3.8 Certain capital resources are “ring fenced” and can only be spent on improving the 

Council’s housing stock (i.e. the Major Repairs Allowance supported capital expenditure 
and revenue contributions to capital outlay), whilst other resources (i.e. capital receipts 
from Right to Buy sales, the sale of vacant bungalows or HRA land) can be spent on 
improving the Council’s housing stock, or on other capital projects including the provision 
of additional social housing and the improvement of the private sector housing stock. 

 
3.9 Specific regulations govern the use of capital receipts which are also subject to a 

“redistribution” in accordance with the Government’s pooling arrangements.  In 
accordance with the current regulations:- 

 
 (a) only 25% of the receipts received from Right to Buy sales can be used by the 

Council for capital investment purposes, i.e. the remaining 75% of receipts are paid 
to the Government for redistribution; 

 
 (b) only 50% of the receipts from the voluntary sale of vacant bungalow or HRA land 

can be used by the Council for capital investment purposes, i.e. the remaining 50% 
of receipts are paid to the Government for redistribution. 

 
3.10 However, a relaxation in the Capital Finance Regulations enables the Council to use 

100% of the receipts from the sale of vacant one bedroom bungalows and HRA land 
provided that “a determination” is made to use the receipts for the purposes of 
“affordable housing”.  Affordable housing is defined within the regulations as the 
provision of additional social housing or the improvement of the Council’s housing stock. 

 
3.11 The Council have taken advantage of this relaxation and has previously made 

determinations to use 100% of the receipts from:- 
 
 (a) the agreed HRA land sale programme specifically for the improvement of the 

Council’s housing stock (Council decision 15 October 2003); 
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 (b) the sale of vacant one bedroom bungalows for the purpose of “affordable housing” 
generally (Council decision 28 February 2007). 

 
4. Housing Revenue Account Business Plan Projections 2008-2019 
 
4.1 Cabinet on 21 August 2008 will consider revised HRA Business Plan projections for the 

period 2008-2019. 
 
4.2 A copy of the report has previously been circulated to all Members, whilst the results of 

the projections for both the Housing Revenue Account and the HRA Capital Programme 
are summarised below. 

 
5. Housing Revenue Account Projections 
 
5.1 Details of the projections for HRA revenue income and expenditure are attached as 

Annex 1.  The projections represent the cost of continuing existing policies and levels of 
service and are based on a continuation of the Government’s current financial regime. 

 
5.2 The projections show that a ‘balanced’ HRA can be maintained throughout the period.  It 

will however, be noted that: 
 

(a) The estimated amount of rent income decreases in ‘real terms’ during the 
projection period as a result of a reduction in the housing stock as a result of 
dwelling sales and PRC dwelling demolitions. 

 
(b) The amount of housing subsidy to be repaid to the DCLG is estimated to be over 

£3 million per annum throughout the projection period and is estimated to total 
over £4.3 million in 2011-12. 

 
(c) The level of Revenue Contribution to Capital outlay decreases from over £1.1 

million in 2008-09 to £0.8 million (or less) for 2010-2014 and then ceases from 
2014 onwards. 

 
6. HRA Capital Programme Projections 
 
6.1 Details of the HRA Capital Expenditure Requirement projections are attached as Annex 2 

and are in accordance with the results of the 2003 stock condition survey, which has 
been updated to reflect improvement works already undertaken. 

 
6.2 Revised projections in relation to HRA capital resources and the “expenditure/resource 

balance” are presented in accordance with two scenarios as Annex 3 and Annex 4 and 
both reflect the HRA revenue projections outlined in section 5, i.e. 

 
 (a) Scenario One (Annex 3) – The capital receipts generated from the sale of certain 

vacant one bedroom bungalows are proportioned between the General Fund and 
HRA Capital Programmes in accordance with the current agreed policy. 

 
  This shows that the position in relation to HRA capital resources and expenditure 

has worsened following a downturn in the ‘housing market’ which has reduced the 
estimated availability of capital receipts.  An initial deficit of £0.955 million is 
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forecast for 2012-13 which increases on a cumulative basis to £8.412 million by 
2018-19.  The Council cannot therefore maintain the decent homes standard (if the 
current array of decent homes works continue) beyond 2012-13. 

 
 (b) Scenario Two (Annex 4) – 100% of the capital receipts generated from all previous 

and future vacant one bedroom bungalows sales are directed to the General Fund 
Capital Programme to facilitate the provision of additional social housing. 

 
  This shows that:- 
 
  (i) Estimated expenditure requirements exceed estimated available resources 

from 2010-11 onwards.  An initial deficit of £0.285 million is forecast for 
2010-11, which increases on a cumulative basis to £11.285 million by 2018-
19.  The Council would not be able to maintain the decent homes standard 
(if the current array of decent homes works continue) beyond 2010-11. 

 
  (ii) Furthermore, estimated available resources exceed estimated expenditure 

requirements by only £0.209 million in 2008-09 and £0.471 million in 20099-
10 and in view of the current uncertainties regarding the generation of capital 
receipts within the current economic climate, are not considered to provide 
an adequate contingency reserve. 

 
  (iii) The agreed budget strategy requirement for a three year “balanced” HRA 

capital programme cannot be maintained. 
 
6.3 If 100% of the capital receipts from vacant one bedroom bungalow sales are redirected 

towards the provision of additional social housing, it will be necessary to determine a 
course of action to ensure that the requirements for a “balanced” three year HRA capital 
programme and an adequate contingency reserve are met.  The Cabinet report suggests 
that this could be achieved through the deletion of the bathroom replacement programme 
during the period 2008-2013 with the following estimated budget savings:- 

 
 2008-09 

£000’s 
 

2009-10 
£000’s 

2010-11 
£000’s 

2011-12 
£000’s 

2012-13 
£000’s 

Total 
£000’s 

Bathroom 
Replacement 
Programme 
 

65 704 626 681 691 2,767 

6.4 If this course of action is agreed by council on 24 September 2008, the impact on the 
Scenario Two Business Plan projections would be as follows:- 

  
  2008-09 

£000’s 
 

2009-10 
£000’s 

2010-11 
£000’s 

2011-12 
£000’s 

2012-13 
£000’s 

Uncommitted 
Resources (carried 
forward) 

274 1,240 1,110 205  

 
Cumulative Reserve 

 
 

 
 

 
 

 
 

 
(717) 
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Deficit 
 
6.5 If this course of action were agreed and implemented:- 
 

(a) Estimated expenditure requirements exceed estimated available resources from 
2012-13 onwards.  An initial deficit of £0.717 million is forecast for 2012-13 which 
increases on a cumulative basis to £8.518 million by 2018-19.  The Council would 
not be able to maintain the decent homes standard (undertaking the revised array 
of decent homes improvement works) beyond 2012-13. 

 
(b) Estimated available resources exceed estimated expenditure requirements by 

£0.274 million in 2008-09, £1.240 million in 2009-10, £1.110 million in 2010-11 and 
£0.203 million in 2011-12. 

 
(c) A “balanced” HRA capital programme can be maintained for a period of 4 years. 

 
7. Potential Changes to the Government’s Financial Regime for Council Housing 
 
7.1 A further report to Cabinet on 21 August 2008 (entitled “Future Strategy for the Council’s 

Housing Stock”) outlines the current position regarding the Government’s present policy 
and financial regime for Council housing. 

 
7.2 The Government’s policy regarding the continued improvement and financing of Council 

housing is unclear at the present time.  The Government is however:- 
 
 (a) Undertaking a fundamental review of the Housing Revenue Account subsidy 

system.  The review will address the cost and standards of managing and 
maintaining Council housing, rents and service charges, the mechanism of 
resource distribution and the local operation of the HRA and a final report is 
expected in Spring 2009. 

 
 (b) Developing ‘self-financing’ proposals through a number of pilot projects to allow 

some local authorities to leave the HRA subsidy system following a ‘one off’ 
financial adjustment. 

 
7.3 The HRA subsidy review is expected to address both medium issues in respect of the 

next comprehensive spending review and provide a longer term view of the sustainability 
of Council housing.  It is considered that the review is unlikely to lead to a worsening of 
the national financial position for Council housing.  However, the extent to which the 
position improves both nationally and for the Council is uncertain. 

7.4 No decision has been made regarding the financial basis for the one-off settlement which 
would be associated with self-financing. This initiative is to be taken forward through a 
‘live pilot project’ with local authorities which will commence at the earliest in Spring 
2009.  It is understood that local authorities will be invited to apply for pilot status and 
whilst no application criteria is currently available, it is expected that the pilots will be 
restricted to authorities with a two or three star Audit Commission Housing Inspectorate 
assessment. 

 


