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BRIEFING NOTE 

HOUSING POLICY DEVELOPMENT COMMITTEE 

24 FEBRUARY 2009 

HEAD OF HOUSING 

CONSULTATION ON EXCLUDING NEW COUNCIL HOUSING FROM HOUSING REVENUE 
ACCOUNT SUBSIDY AND POOLING 

1. Purpose of Briefing Note 

1.1 To consider a consultation paper issued by the Department for Communities and Local 
Government on excluding new Council housing from Housing Revenue Account (HRA) 
subsidy and pooling. 

2. Recommendation(s) 

2.1 That the Housing Policy Development Committee consider the contents of the 
consultation paper and the possible response set out in Annex 2 and determine a 
proposed response to the Department for Communities and Local Government for 
consideration by Cabinet. 

3. Background 

3.1 The Government wants local authorities to play a bigger role in securing the supply of 
new affordable housing and stated in the 2007 Green Paper (“Homes for the Future, 
More Affordable, More Sustainable”) that it would provide new opportunities for 
Councils to develop housing directly where this offers value for money in comparison 
with other options. 

3.2 The Government has now issued a consultation paper (“Changes to the Revenue and 
Capital Rules for New Council Housing”) which sets out proposals to remove some of 
the disincentives for local authorities building new Council housing within the current 
financial regime.  A copy of the consultation paper is attached as Annex 1 and the 
Government is seeking views on its proposals by 17 April 2009. 

4. The Government’s Proposals 

4.1 The current Council housing finance regime redistributes revenue (through the HRA 
subsidy system) and capital receipts (through pooling) from new and existing housing 
on the same basis.  Neither the HRA subsidy system nor pooling distinguishes 
between dwellings which were built in the past with Central Government financial 
support and new dwellings, which represent largely local investment. 

4.2 No provision is made within the HRA subsidy system for financing the capital costs of 
new Council housing.  As the assumed rental income is likely to exceed the 
Government prescribed management and maintenance allowances, this would worsen 
a local authority’s HRA subsidy position.  In the case of Cannock Chase which is in a 
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position of negative subsidy, the amount of subsidy which is paid to the Government 
would increase with every additional dwelling which was built. 

4.3 However, amendments to the Local Government and Housing Act 1989 (as inserted by 
the Housing and Regeneration Act 2008) enables an agreement to be made between a 
local authority and the Secretary of State to exclude properties from the operation of 
the HRA subsidy system.  The Government propose to use this provision to exclude 
new Council dwellings from the HRA subsidy system, which would enable local 
authorities to retain all the rent income from newly built dwellings. 

4.4 At present 75% of the net receipts generated from properties sold under the Right to 
Buy are paid to the Government and are pooled centrally.  As a result, a local authority 
would risk losing most of its capital investment if a new dwelling was sold but would still 
retain any debt associated with providing the dwelling. 

4.5 The Government propose to amend the Local Government (Capital Finance and 
Accounting) Regulations 2003 to enable local authorities to retain all of the receipts 
from newly built dwellings, provided that these are used for affordable housing or 
regeneration projects. 

5. Securing the Secretary of State’s Agreement 

5.1 The Government consider that their proposals should apply to new build properties, 
purchased dwellings and derelict properties which are brought back into use, subject to 
their exclusion from the HRA subsidy system being agreed by the Secretary of State. 

5.2 Applications would be assessed by the Homes and Communities Agency who before 
recommending any exclusion to the Secretary of State require evidence that a local 
authority has undertaken a robust options appraisal, which demonstrates that direct 
building provides “value for money” in comparison to other alternative action.  In 
addition, applications for excluding properties cannot be based on speculative scheme 
outlines and must include a commitment that any excluded properties will conform to 
national rent and allocation policies. 

5.3 The overall impact of applications on the Government’s fiscal policies will also be 
considered and it is stressed (within the consultation paper) that any increases in local 
authority spending and borrowing must be affordable. 

6. Comments on the Consultation Paper 

6.1 The Government has requested the comments of local authorities and other interested 
bodies on its proposals and in particular has asked respondents to address seven 
specific questions as set out in the consultation paper. 

6.2 Details of these questions, together with a possible response is set out in Annex 2. 

7. Implications for the Council 

7.1 The implications of the Government’s proposals and the feasibility of building new 
Council housing in the Cannock Chase area will be considered as part of the options 
appraisal in respect of the Council’s existing housing stock later this year. 
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ANNEX 2 

CHANGES TO THE REVENUE AND CAPITAL RULES FOR NEW COUNCIL HOUSING 

POSSIBLE RESPONSE TO THE CONSULTATION QUESTIONS FROM THE DEPARTMENT 
FOR COMMUNITIES AND LOCAL GOVERNMENT 

QUESTION 1:  Given the objectives of the policy, what types of properties should qualify 
to be excluded from the HRA subsidy system and pooling requirements? 

Possible Response 

The Council supports the proposals to enable the defined types of properties to be held outside 
of the HRA subsidy system.  It is, however, considered that a definition of “derelict or 
uninhabitable” properties should be provided. 

QUESTION 2:  In your view, what types of properties should not qualify to be held 
outside the HRA subsidy system and pooling requirements? 

Possible Response 

The Council accepts that the consultation paper only relates to “new Council housing” and as 
such recognises the argument for excluding such properties from the HRA subsidy system.  It 
is, however, considered that the national HRA subsidy system penalises the Council (and most 
importantly its tenants) and undermines local accountability for spending locally generated 
funds.  The Council has made representations regarding its negative subsidy position as an 
input to the Government’s review of Council housing finance and hopes that this issue will be 
addressed within the review. 

QUESTION 3:  Do you think that the proposed process for applying for a section 80B 
exclusion is the right one to adopt?  If not, what would be a better alternative? 

Possible Response 

The Council welcomes the Government’s intention to minimise the amount of bureaucracy but 
considers that further guidance is necessary to ensure clarity. 

QUESTION 4:  What factors should be taken into account by the Secretary of State in 
considering whether to enter into an agreement to exclude properties? 

Possible Response 

The Council supports the reference to “local decision-making processes” but would welcome 
further guidance on the option appraisal requirements and a clear definition of “value for 
money”. 

QUESTION 5:  What terms and conditions do you think should be included in exclusion 
agreements? 

Possible Response 
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The Council is disappointed that the potential amount of “new Council housing” may be limited 
by the Government’s fiscal policies.  It is considered that the initial impact of the proposals is 
unlikely to have any significant effect on either the amount of local authority spending or 
borrowing.  However, in order to minimise the number of abortive applications, the Government 
should consider the impact of the initiative on their fiscal policies and inform local authorities 
(as part of its guidance) as to the number and type of applications which are likely to be 
approved. 

QUESTION 6:  Do you agree that properties excluded from the HRA subsidy system 
under section 80B should also be exempted from the requirements to pool capital 
receipts? 

Possible Response 

The Council again accepts that the consultation paper only relates to “new Council housing” 
and as such again recognises the arguments for excluding such properties from the current 
pooling arrangements.  However, the Council has again made representations as part of the 
Government’s review of Council housing finance regarding the local retention of all receipts 
generated from the RTB. 

QUESTION 7:  Do you agree with the proposed conditions attached to the exemption 
from pooling, which require receipts to be used for affordable housing and 
regeneration? 

Possible Response 

The Council supports the proposals as set out in the consultation paper. 

 


