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CANNOCK CHASE COUNCIL 

AUDIT AND GOVERNANCE COMMITTEE 

27 MARCH 2012 

BRIEFING NOTE FROM THE HEAD OF HOUSING 

RISK NINE – A SUSTAINABLE HRA BUSINESS PLAN 

1. Purpose of Briefing Note 

1.1 To provide information to Risk Nine on the Strategic Risk Register (“Failure to 
formulate a sustainable 30 year Housing Revenue Account Business Plan in 
accordance with the Government’s HRA debt settlement proposals”). 

2. Recommendation(s) 

2.1 That the Audit and Governance Committee note the information provided in the briefing 
note. 

 
3. Summary (inc. brief overview of relevant background history) 

3.1 The Audit and Governance Committee reviewed the Strategic Risk Register on 24 
November 2011. 

3.2 In relation to Risk Nine (Failure to formulate a sustainable 30 year HRA Business Plan 
in accordance with the Government’s HRA debt settlement proposals) the Committee 
requested that the Head of Housing should attend a future meeting in order that this 
risk could be further discussed. 

3.3 This briefing note provides some background information in respect of Risk Nine to 
facilitate the Committee’s discussion. 

4. Key Issues and Implications 

4.1 Social housing (including the Council’s housing stock) has to be provided in 
accordance with statutory standards set by the Social Housing Regulator.  A key 
requirement in relation to the “Homes Standard” is that Registered Providers:- 

  “ensure that tenants’ homes meet the standard set out in section five of the 
Government’s Decent Homes Guidance and continue to maintain their homes 
to at least this standard”. 

4.2 Details of the Government’s guidance in relation to the decent homes standard is 
presented as Annex 1. 

4.3 With the exception of 167 Reema flats on the Moss Road Estate (for which an 
exemption was granted by the former Government Office for the West Midlands), the 
Council’s housing stock met the decent homes standard by the required 2010 target 
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date.  However, dwellings which have not been subject to improvement works will 
continue to become non-decent and require improvement works in subsequent years. 

4.4 The funding of the Council’s Decent Homes Strategy was largely dependent upon 
capital receipts generated from land sales in respect of the Conduit site, Norton Canes 
and the Park Farm site, Cannock.  These resources were sufficient to ensure that the 
Council could meet the decent homes standard but once expended were insufficient to 
ensure that its housing stock was maintained to this standard after 2014.  As a result, 
the Council would not have been able to comply with the statutory homes standard set 
by the Social Housing Regulator. 

4.5 In March 2010, the previous Government announced proposals to reform Council 
housing finance by replacing the current Housing Revenue Account subsidy system 
with a self-financing alternative.  The principles of the system enables the Council to 
retain all of its rent income and no longer pay negative subsidy to the Government.  
However, “in return” the Council is required to “take on” a share of the national housing 
debt by making a settlement payment to the Government. 

4.6 The current Government further developed the above proposals (although the 
principles remained unchanged) and have included the required legislation within the 
Localism Act 2011 to introduce self-financing with effect from 1 April 2012. 

4.7 Whilst a fundamental aim of self-financing is to provide local authorities with a 
sustainable system of Council housing finance, details (including the size of the 
Council’s Settlement Agreement) have only recently been determined.  As a result, at 
the time that the 2011-12 Strategic Risk Register was formulated, there were a number 
of uncertainties regarding the formulation of a sustainable 30 year HRA Business Plan 
which would ensure that housing stock was maintained (to at least the decent homes 
standard) and other housing services were provided.  As a result, the issue was 
included within the Strategic Risk Register. 

4.8 A sustainable 30 year HRA Business Plan has, however, now been formulated and 
was agreed by Council on 15 February 2012.  Whilst the agreed plan is based on a 
settlement payment of £59.762 million this has subsequently been reduced to £59.245 
million.  A similar adjustment has been made to the Council’s borrowing limit which has 
now been set at £85.546 million. 

4.9 The agreed Business Plan will ensure that the Council’s housing is maintained to a 
standard which exceeds that to be provided under the decent homes definition.  In 
particular, the agreed programme of capital expenditure will deliver:- 

 (a) The structural reinstatement of the Council’s:- 

  * 63 Reema houses at the Moss Estate, Chadsmoor during Years 1 to 
2. 

  * 44 Cornish houses in the Rowley Close Area, Pye Green during Years 
3 to 4. 
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 (b) The continuation of the kitchen replacement programme (at an enhanced 
service standard) to dwellings which fail to meet the decent homes standard. 

 (c) The continuation of the central heating replacement/upgrading programme to 
dwellings which fail to meet the decent homes standard or have solid fuel 
heating systems. 

 (d) The continuation of electrical upgrading and external envelope works 
programme (comprising works to the external fabric of Council dwellings 
including the roof, chimney, render and/or brick, guttering, fascia and soffit 
boards) on seven year cycles. 

 (e) The reintroduction of a bathroom replacement programme (at an enhanced 
service standard) during the third quarter of Year 1. 

 (f) The introduction of a programme of improvements to upgrade the communal 
areas of communal entrance flat blocks (including decoration, carpeting, door 
entry phone replacement and the redesign of certain entrance halls) as part of 
the external envelope works programme commencing during Year 1. 

 (g) The introduction of an external curtilage works programme (works to paths, 
boundary walls, fencing – where it adjoins a highway, public footpath or public 
area of open space only and gates) in Year 3. 

 (h) The provision of double glazing (fitted where possible in the existing window 
frames) to all Council dwellings without this facility during Years 2 to 8, as part 
of the external envelope works programme. 

 (i) A £1 million programme of environmental improvements to shared car parking 
areas and communal open space to be introduced in Year 3, in conjunction 
with the external curtilage works programme. 

 (j) The construction of 50 new Council houses as part of the redevelopment of the 
Reema flats on the Moss Road Estate, Chadsmoor, commencing in Year 3. 

 
4.10 There are, however, a number of risks associated with the agreed plan.  A risk analysis 

of certain key Business Plan assumptions was reported to Council on 15 February 
2012 and this is attached to this briefing note as Annex 2. 

 
4.11 In particular, it will be noted that there is particular uncertainty regarding the interest 

rate in respect of the new borrowing to meet the Council’s settlement payment.  The 
self-financing regime only allows settlement payment borrowing to take place on the 
specified date of 28 March 2012, at the interest rate which applies on 26 March 2012.  
Whilst a 4% interest rate has been assumed for settlement payment borrowing this 
could change as a result of the current economic uncertainty associated with the 
current “Euro Crisis” and will not be finally known until 26 March 2012.  The interest 
rate for the Council’s settlement payment borrowing will be reported verbally at your 
meeting. 
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4.12 As a sustainable Business Plan has been formulated, Risk Nine (Failure to formulate a 
sustainable 30 year HRA Business Plan in accordance with the Government’s HRA 
debt settlement proposals) will be removed from the Strategic Risk Register at the next 
review. 

 
5. Briefing Note Author 
 
 Ian Tennant (Head of Housing) Ext. 4210 
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ANNEX 1 
 

DEFINITION OF A DECENT HOME 
 
 
A decent home meets the following four criteria:- 
 
(a) It meets the current statutory minimum standard for housing 
 
 Dwellings which fail to meet this criterion are those containing one or more hazards 

assessed as serious (Category 1) under the Health and Safety Rating system. 
 
(b) It is in a reasonable state of repair 
 
 Dwellings which fail to meet this criterion are those where either:- 
 
 * one or more of the key building components are old and, because of their 

condition, need replacing or major repair; or 
 
 * two or more of the other building components are old and, because of their 

condition, need replacing or major repair. 
 
 Note:  Building components are the structural parts of a dwelling (e.g. wall structure, 

roof structure), other external elements (e.g. roof covering, chimneys) and internal 
services and amenities (e.g. kitchens, heating systems).  Key building components are 
those which, if in poor condition, could have an immediate impact on the integrity of the 
building and cause further deterioration in other components.  They are the external 
components plus internal components that have potential safety implications and 
include:  external walls, the roof, central heating boilers and electrics. 

 
(c) It has reasonably modern facilities and services 
 
 Dwellings which fail to meet this criterion are those which lack three or more of the 

following:- 
 
 * a reasonably modern kitchen (20 years old or less); 
 
 * a kitchen with adequate space and layout; 
 
 * a reasonably modern bathroom (30 years old or less); 
 
 * an appropriately located bathroom and WC; 
 
 * adequate insulation against external noise (where external noise is a problem); 

and 
 
 * adequate size and layout of common areas for blocks of flats. 
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(d) It provides a reasonable degree of thermal comfort 
 
 This criterion requires dwellings to have both effective insulation and efficient heating.  

It should be noted that, whilst dwellings meeting criteria b, c and d are likely also to 
meet criterion a, some Category 1 hazards may remain to be addressed.  For example, 
a dwelling meeting criterion d may still contain a Category 1 damp or cold hazard. 

 
 Notes 
 

(i) The definition requires a dwelling to have both efficient heating and effective 
insulation.  Efficient heating is defined as any gas or oil programmable central 
heating; or 

 
* electric storage heaters; or 
 
* warm air systems; or 
 
* under-floor systems; or 
 
* programmable LPG/solid fuel central heating; or  
 
* similarly efficient heating systems which are developed in the future. 

 
(ii) Because of the differences in efficiency between gas/oil heating systems and 

the other heating systems listed, the level of insulation that is appropriate also 
differs: 

 
* For dwellings with gas/oil programmable heating, cavity wall insulation (if 

there are cavity walls that can be insulated effectively) or at least 50 mm 
loft insulation (if there is loft space) is an effective package of insulation; 
and 

 
* For dwellings heated by electric storage heaters/LPG/programmable 

solid fuel central heating a higher specification of insulation is required:  
at least 20 mm of loft insulation (if there is a loft) and cavity wall 
insulation (if there are cavity walls that can be insulated effectively). 
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ANNEX 2 
 

HOUSING REVENUE ACCOUNT BUSINESS PLAN – RISK ANALYSIS 
 

 ASSUMPTION RISK COMMENTS 

1.    

 Demand for the Council’s 
Housing Stock  

Low Evidence from the “C3 Sub-Regional 
Housing Market Assessment” and the 
housing register shows a substantial 
demand for the Council’s housing stock.  
No dwellings are considered to be 
“difficult to let”, although some properties 
are “less popular” and difficulties can be 
experienced in letting:- 
 

- sheltered accommodation 
generally and in particular bedsits 
with shared bathroom  facilities 

 
- Certain older one bedroom 

bungalows 
 

- The Reema two bedroom flats at 
the Moss Estate, Chadsmoor 

 
The effects of the recession on the private 
housing market is likely to increase the 
overall demand for the Council’s housing 
stock.  However, even when the market 
was buoyant there was no decrease in 
the number of applicants on the housing 
register.  Improvement works are unlikely 
to improve the let ability of the properties 
which have been identified as “less 
popular” and this will be monitored to 
ascertain whether applicant property 
eligibility criteria should be extended. 

    

2. Dwelling Sales Medium The Government through the National 
Housing Strategy (laying the 
Foundations) have announced its 
intention to increase the amount of 
discount for Right to Buy (RTB) sales to 
double the current average.  Details of the 
proposed change are set out in a DCLG 
consultation paper. 
 
Whilst the proposed change will increase 
the number of RTB sales, the magnitude 
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of the increase is difficult to estimate, 
particularly in view of the current 
economic situation and mortgage 
constraints. 
 
A total of 900 RTB Right to Buy sales 
have been forecast throughout the 
Business Plan period (at a rate of 30 
dwellings per annum) and reflects the 
anticipated increase in sales in 
accordance with the Governments 
proposals.  The estimated rate is 
however, low when compared to the RTB 
sales of 222 in 2002-2003 and 239 in 
2003-04. 
 
The “voluntary” sale of 25 vacant one 
bedroom bungalows is also forecast 
during years 1-5 in accordance with the 
disposal policy agreed by Cabinet on 15 
September 2011.  These sales are 
however, dependant upon vacant 
bungalows meeting the agreed disposal 
criteria. 
 
Where possible Business Plan 
expenditure has been reduced to reflect 
the reduction in the housing stock 
including reviews of the Housing Divisions 
Establishment in years 10 and 20. 
 
The Government have assumed RTB 
sales of 15 per annum when calculating 
the Council’s settlement payment and 
have proposed that the “first call” on the 
net receipts from additional sales will be 
the repayment of housing debt associated 
with the sold dwellings. 
 
Any increase in RTB sales will however 
reduce the amount of rent income, and 
the number of dwellings to support non-
variable costs. 

    

3. Rent Income Medium Rent income has been assumed to 
increase by 0.5% plus inflation until year 
4 of the Business Plan and by inflation 
only thereafter.   
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Annual rent income has been reduced by 
1% per annum for the first five years and 
2% thereafter to reflect the loss of rent 
income through voids.  An annual void 
rate of 1% has been maintained for many 
years but cannot be forecast throughout 
the Business Plan period.  A 2% rate is 
therefore considered prudent for Year 6 
and beyond. 
 
Changes to the benefits system through 
the Welfare Reform Bill will have 
implications on the collection of rent 
income.  The amount of “housing benefit” 
received by people of working age will be 
capped and wherever possible payments 
will be made directly to households rather 
than to landlords.  These changes will 
impact on tenants’ ability to pay their rent 
and as a consequence the provision for 
bad debts has been increased throughout 
the Business Plan period. 

    

4. Generation of Capital Receipts Low No capital receipts from RTB sales and 
the voluntary sale of certain vacant one 
bedroom bungalows have been included 
in the Business Plan.  This will continue to 
be transferred to the General Fund 
Capital Programme to support the 
provision of private sector disabled 
facilities grants and affordable housing. 
 
The capital receipts from HRA land sales 
have however, been included in the 
Business Plan to support the Capital 
Programme.  With the exception of the 
Mill Green Employment site land these 
sales have been limited to the sale of 
surplus garage sites and other small 
areas of land.  The capital receipts 
generated from this source have been 
limited to £50,000 per annum during 
years 1-10 of the plan and £25,000 per 
annum during years 11-20.  No resources 
are assumed thereafter. 
 
A capital receipt of £2 million is however 
forecast to be generated from the sale of 
the Mill Green Employment site during 
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year 8 of the plan.  Whilst the current 
economic situation and high infrastructure 
costs constrain the disposal of the site, 
the Council is pursuing a number of 
initiatives which could result in the receipt 
being received over the next three years. 

    

5. Stock Condition Requirements  Low The Business Plan has been informed by 
the results of the 2009 stock condition 
survey (undertaken by Savills 
Commercial Ltd) which have been 
updated to reflect completed works and 
estimated cost of the structural condition 
of Pre-Reinforced Concrete dwellings is 
provided by the 2007 Structural 
Assessment Report undertaken by 
Michael Dyson Associates. 
 
Provision has been made in the Plan for 
the planned maintenance investment 
requirements to meet the decent homes 
standard and other statutory obligations.  
This generally represents the minimum 
standard for future maintenance with 
works being deferred wherever possible.  
The provision for bathroom and window 
replacement works have however been 
brought forward within the plan, whilst 
additional provision has been made for 
works to communal entrance flats, the 
replacement of entry phones and 
environmental improvements. 
  
The costs of the structural reinstatement 
of the Reema houses on the Moss Estate 
and the Cornish houses in the Rowley 
Close area are also included in the plan, 
together with the costs associated with 
the demolition of the Reema flats on the 
Moss Estate. 
 
In addition, provision has been made for 
an updated stock condition survey every 
five years and a contingency budget of 
100k per annum to meet unforeseen 
works. 
 
As the Business Plan generally provides 
the minimum standard for future 
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maintenance, additional planned 
maintenance works could be indentified 
by future surveys which can not be met 
from the contingency budget.  In addition, 
there may be a need to “bring forward” 
further works are deferred in the 2009 
survey.  Regular surveys will however, 
ensure that any stock condition changes 
are identified at an early stage and that 
planned maintenance programmes can 
be adjusted accordingly. 

    

6. Inflation  Medium Inflation for Year 1 (2012-13) has been 
predicted as follows:- 

- Rent Income : 5.6% 
- Building Costs: 3% 
- Other Costs: 2% 

 
Therefore annual inflation for both income 
and expenditure has been forecast at 2% 
per annum throughout the Business Plan. 
 
Provided that these rates are consistent 
there would be no significant implications 
on the plan. 
 
However, maintenance costs form a 
major component of the plan and these 
could increase above the general rate of 
inflation, particularly as a result of 
increases in the price of building materials 
and waste disposal. 
 
The proposed maintenance programmes 
will be delivered through contracts based 
on “partnering arrangements”, which 
would seek to mitigate abnormal building 
cost increases through efficiency savings 
and the alternative procurement of 
materials.  However, significant increases 
would necessitate planned maintenance 
programmes to be rephrased. 

    

7. Changes to the Council’s 
Settlement Payment  

Low The Localism Act 2011 allows for further 
settlement payments between the Council 
and the Government where there has 
been a change in one of the factors used 
to calculate the initial payment.  The 
Government state that:- 
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“This provision is necessary to protect 
both the Government and Local 
Authorities from being locked into a deal 
that because of changes to policy 
affecting either a landlords income or 
costs, no longer reflects a fair valuation 
and could have a material impact on 
viability.  This could be a major change in 
national rental policy or a significant 
increase in the environmental standards 
expected of Council housing”. 
 
It is unlikely that any change would result 
in the Council receiving a settlement 
payment from the Government and that if 
this provision is used, it would result in 
the Council making a further settlement 
payment to the Government. 
 
Any potential changes would however, be 
subject to consultation before 
implementation. 

    

8. Supporting People High The current net cost (latter the receipt of 
Supporting People Funding) of providing 
sheltered housing and social alarm 
services has been included in the 
Business Plan, together with an annual 
contribution to a “Social Alarms 
Replacement” reserve. 
 
Staffordshire County Council are 
however, reviewing their supporting 
people contracts with the Council and it is 
envisaged that the level of funding will be 
reduced.   
 
In particular, it is considered that future 
social alarm funding may be allocated in 
accordance with a households need for a 
social alarm service rather than being 
based on the number of properties which 
are provided with a social alarm facility as 
at present. 
 
A reduction in social alarm supporting 
people funding would require additional 
HRA expenditure, a reduction in the 
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number of households who received the 
service, or the introduction of a separate 
charge.  If additional HRA expenditure is 
to be provided through the Business Plan, 
this may regulate a reduction in other 
housing services. 

    

9. Debt Payment Medium The Government has decided that, for the 
specific purpose of new borrowings in 
relation to Self Financing, it will be 
reducing the margin used to calculate 
interest rates charged by the Public 
Works Loan Board for loans from an 
average of 100 basis points above Gilts to 
the margins used before the Spending 
Review (October 2010).  This reduced 
rate will “mirror” changes in the standard 
Public Works Loan Board variable interest 
rate. 
 
Public Works Loan board interest rates 
are currently at a low level with the 
National Loans Fund Interest Rates (the 
equivalent pre CSR rate) currently 
standing at 3.25%.  The Council cannot 
however take advantage of these (by 
borrowing now) to meet the settlement 
payment as the self-financing regime only 
allows settlement payment borrowing to 
take place on the specified date of 28 
March 2012. 
 
As a result the interest rate in respect of 
the Council’s settlement payment 
borrowing will be that which applies on 26 
March 2012. 
 
An interest rate of 4% has been assumed 
for the settlement payment borrowing 
within the draft plan. 

 
 


