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CANNOCK CHASE COUNCIL 

CABINET 

17 SEPTEMBER 2009 

JOINT REPORT OF THE DIRECTOR OF SERVICE IMPROVEMENT AND THE HEAD OF 
FINANCIAL MANAGEMENT 

RESPONSIBLE PORTFOLIO LEADER:  HOUSING 

REFORM OF COUNCIL HOUSING FINANCE 

KEY DECISION – NO 

1. Purpose of Report 

1.1 To consider a consultation paper issued by the Department for Communities and Local 
Government regarding the “Reform of Council Housing Finance”. 

1.2 To determine the Council’s response to the consultation paper. 

2. Recommendations 

2.1 That the Government’s proposals for the “Reform of Council Housing Finance” and the 
potential implications for the Council’s housing stock are noted. 

2.2 That the proposed response of the Council to the Government’s proposals (as set out in  
Annex 3) is agreed. 

2.3 That a further report is submitted on the proposed terms of the self-financing agreement. 

3. Summary 

3.1 The Government have issued a consultation paper on the “Reform of Council Housing 
Finance”. 

3.2 The consultation paper proposes two fundamental changes to the current financial regime for 
Council housing, i.e. 

 (a) The current HRA subsidy system is replaced by a “self financing” alternative, whereby 
local authorities retain their rent income to finance the management and maintenance 
of their housing stock, in exchange for a “one off reallocation of housing debt”. 

 (b) Local authorities are able to retain all of the capital receipts from the sale of Council 
houses under the Right to Buy. 

3.3 The proposed “self financing” model will require a one-off reallocation of housing debt in order 
to put all Councils in a position where they can support their stock from their rental income.  
This will be allocated to local authorities on the “basis of each Council’s ability to service it”, 
using updated notional calculations in respect of expenditure and income.  The opening debt 
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level will be based on the “tenanted market value” of a local authorities housing stock and will 
require local authorities to produce a 30 year business plan based on common standards and 
assumptions. 

3.4 Other issues addressed by the consultation paper include:- 

 (a) The HRA “Ring Fence” – It is proposed that a revised series of principles are 
formulated to enable local authorities to determine whether the cost of housing 
services should be met by the HRA or the General Fund and that these are 
incorporated in a revised Circular 8/95. 

 (b) Local Authority Leaseholders – It is proposed that the HRA criteria should be amended 
to expressly allow the creation of “sinking funds” to finance major improvements to 
leasehold properties. 

 (c) Prudential Borrowing – It is proposed that additional borrowing over the amount implied 
in a local authorities initial business plan would be limited by the Government in order 
that it is consistent with the overall fiscal and macro economic policy. 

 (d) Stock Transfer – It is proposed that stock transfer should remain an option provided 
that the financial support provided by the Government does not exceed that which 
would be provided under self financing. 

3.5 The need to secure a sustainable strategy for the Council’s housing stock in the longer term 
has been a fundamental housing service objective for a number of years. 

3.6  The fundamental aim of the proposed self-financing system is “to provide a once-and-for-all 
settlement to create a new baseline for all local authorities currently in the HRA subsidy 
system, from which each will be able to sustain and maintain their homes on an equitable 
basis”.  If self financing can deliver this for the Council’s housing stock, then the Council’s 
objective of securing a long-term sustainable strategy will be achieved. 

3.7  The proposed terms of the settlement agreement will not be available until spring 2010 and 
there is insufficient information within the consultation paper to enable the financial implications 
for the Council to be fully assessed.  It is, however, clear that as the Council’s current average 
debt per dwelling (£3,700) is less than the national average of £7,000, the Council will be 
required to make a capital payment to the Government and as a consequence, an equivalent 
amount of new debt will be imposed on the HRA. 

3.8 A preliminary estimate of the amount of additional debt which the Council could be required to 
“take on” as a result of self-financing, was provided by the Housing Quality Network in April 
2008.  This was estimated to be in the region of £65 million.  However, the Housing Quality 
Network commented that “despite the apparent initial enormity of the figure, it would represent 
a viable financial deal enabling debt repayment within 30 years and a more stable future for 
services”.  

3.9 Despite the comments of the Housing Quality Network, as any additional debt would need to be 
supported from retained rent income, there is concern that the potential financial benefits of 
self-financing may be insufficient to ensure the long term sustainability of the Council’s housing 
stock. 
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3.10 There are also a number of concerns regarding the proposed assumptions that the 
Government prescribe for use within the Council’s business plan and in particular no indication 
of the net present value discount rate is provided.  Furthermore, the Government do not 
propose to provide any financial assistance to local authorities to help with the provision of 
disabled facilities works to their housing stock and in view of the increasing need for such 
works this is again a matter of concern. 

3.11 Comments on the consultation are invited by 27 October 2009 and a proposed response is 
attached as Annex 3.   

3.12 The proposed response argues that a viable HRA business plan is dependant upon the 
Government making a capital contribution to the Council in order that the current HRA debt of 
£19 million can be repaid.  This would enable the Council to use all of its rent income for the 
management and maintenance of its housing stock and thus provide the financial basis for a 
long term sustainable strategy. 

3.13 The proposed response also highlights the Council’s concerns about the proposed 
assumptions which the Government will prescribe for use within the business plan and includes 
comments in relation to a number of specific questions raised by the Department for 
Communities and Local Government. 

4. Background

4.1 Cabinet on 23 July 2009 were informed that the Minister for Housing had made a statement on 
30 June 2009 regarding the outcome of the Government’s review of the financial regime for 
Council housing.  Details were not, however, available at this time and Cabinet were advised 
that these were to be the subject of a consultation paper published before the summer recess 
of Parliament. 

4.2 The Department for Communities and Local Government (DCLG) have now issued the 
consultation paper on the “Reform of Council Housing Finance” and a copy of this is available 
in the Members Room or on the DCLG website www.communities.gov.uk. 

5. The Current Housing Finance System

5.1 The current financing of Council housing is based upon the Housing Revenue Account which 
covers expenditure and income in relation to the Council’s housing stock.  Expenditure on other 
housing services (for example – private sector housing activities) is charged to the General 
Fund. 

5.2 The HRA is a “ring-fenced” account within the General Fund and only in a limited number of 
prescribed circumstances (as detailed in Circular 8/95) can expenditure and income be 
transferred between the two accounts.  This ensures that rent levels cannot be subsidised by 
increases in Council Tax and that rents cannot be increased in order to keep Council Tax levels 
down. 

5.3 The Government determines how much the Council needs to spend on its housing service 
through the HRA subsidy system.  Notional calculations are made in relation to expenditure 
and income and if the assumed spending is greater than the assumed income the Government 
pays HRA subsidy to “make up” the deficit.  However, if (as is the case with the Council) the 
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assumed income is greater than assumed spending, the surplus is paid to the Government as 
“negative subsidy”. 

5.4 The Government also determines the proportion of capital receipts which are available for 
investment by the Council.  Whilst 100% of land receipts can be reinvested if they are used for 
affordable housing and improvements to the housing stock, 75% of the receipts from the sale of 
Council dwellings under the Right to Buy are paid to the Government.  The remaining 25% can, 
however, be used for  whatever capital purpose a local authority chooses and the Council has 
agreed that these are used to meet its strategic housing priorities in relation to the provision of 
affordable housing, private sector renewal and disabled facilities grants for private sector 
households. 

5.5 A number of problems have been identified with regard to the current financial regime, which 
has been subject to criticism from both individual Councils, representative bodies and tenants 
organisations.  These problems include:- 

 (a) Inaccurate assumptions regarding the assumed level of expenditure which is required 
to manage and maintain Council housing. 

 (b) The requirement for 153 Councils to pay a proportion of their rent income (through 
negative subsidy), whilst only 52 Councils receive subsidy. 

 (c) The nationally projected surplus of rent income. 

 (d) The annual nature of the process which militates against long-term planning. 

 (e) Unpopularity amongst tenants who cannot understand why a proportion of their rent 
payments are redistributed to other local authorities. 

 (f) Reduced local responsibility and accountability. 

6. The Consultation Paper “Reform of Council Housing Finance” 

6.1 The consultation paper proposes two fundamental changes to the current financial regime for 
Council housing, i.e. 

 (a) The current HRA subsidy system is replaced by a “self financing” alternative, whereby 
local authorities retain their rent income to finance the management and maintenance 
of their housing stock, in exchange for a “one off reallocation of housing debt”. 

 (b) Local authorities are able to retain all of the capital receipts from the sale of Council 
houses under the Right to Buy. 

6.2 Whilst alternative options which would improve and retain a national system for funding Council 
housing are considered in the consultation paper, it is clear that the Government are committed 
to radical reform and intend to introduce a devolved, self-financing system. 

6.3 The proposed “self financing” model will require a one-off reallocation of housing debt in order 
to put all Councils in a position where they can support their stock from their rental income.  
This will be allocated to local authorities on the “basis of each Council’s ability to service it”, 
using updated notional calculations in respect of expenditure and income.  The opening debt 
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level will be based on the “tenanted market value” of a local authorities housing stock and will 
require:- 

 (a) Each local authority to produce a 30 year business plan based on common service 
standards, a framework of cost assumptions provided by the Council housing finance 
review and rent levels set in accordance with the Government’s social rent policy. 

 (b) The value of the stock to be calculated from the present value of the cash flows in the 
business plan. 

 (c) The housing debt of each local authority to be adjusted to reflect the value of its stock, 
resulting in a capital payment either to or from the Government. 

6.4 The principle of the debt reallocation is to achieve “neutrality” with the current subsidy position 
and the resultant debt settlements will take the following form:- 

 (a) The present value of the cash flows a local authorities business plan will exclude any 
existing housing debt. 

 (b) If the value of the stock is lower than the current notional debt which is supported by 
subsidy, a payment will be made by the Government to the local authority to reduce 
the notional debt to the level of the valuation. 

 (c) If the value of the stock is higher than the current notional debt level, new debt will be 
imposed on the local authority to bring it up to the level of the valuation. 

6.5 The Government recognise that administrative and transactional costs may arise from this 
process and that these can impact on either the HRA or the General Fund.  It is, however, 
proposed that these costs are fully funded within any self financing settlement. 

6.6 The key issues which will determine a local authorities debt settlement are the assumptions 
which will be prescribed by the Government for use within each Council’s business plan.  
Whilst these assumptions have yet to be finalised, the following proposals are outlined in the 
consultation paper:- 

 (a) Service Standards.  Future funding will be provided to continue to deliver the decent 
homes standard as the minimum standard, together with further elements in relation to 
“lifts and common parts”.  Whilst reference is made to tenants’ wishes for 
environmental improvements and improved energy efficiency, no commitment is made 
regarding the future availability of funding.  Additional standards may, however, be set 
by the Tenant Services Authority (the role of which is the subject of a separate report 
elsewhere on your agenda).  Whilst these need to take account of public expenditure 
considerations, the cost will fall on the HRA. 

 (b) Rent Levels.  The Government intend to review their social rent policy and present the 
outcome as part of the 2010-11 Housing Subsidy Determination. 

 (c) Management and Maintenance Allowances.  These are to be increased by 5% on a 
national basis but no decision has been made on their local distribution. 
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 (e) Disabled Facilities Works.  No additional assistance is to be provided to help local 
authorities provide disabled facilities works to their own stock. 

 (f) Net Present Value Discount Rate.  No discount rate has been prescribed at the present 
time. 

6.7 The Government propose to allow local authorities to retain all the receipts which are received 
from Right to Buy, thus ending the current arrangement whereby 75% of receipts are paid to 
the Government.  It is further proposed that 25% of these receipts can continue to be utilised to 
fund either General Fund or HRA capital expenditure but that the remaining 75% must be used 
to provide affordable housing or improvements to a local authorities housing stock. 

6.8 A number of other issues are also addressed by the consultation paper, i.e. 

 (a) The HRA “Ring Fence” – It is proposed that a revised series of principles are 
formulated to enable local authorities to determine whether the cost of housing 
services should be met by the HRA or the General Fund and that these are 
incorporated in a revised Circular 8/95. 

 (b) Local Authority Leaseholders – It is proposed that the HRA criteria should be amended 
to expressly allow the creation of “sinking funds” to finance major improvements to 
leasehold properties. 

 (c) Prudential Borrowing – It is proposed that additional borrowing over the amount implied 
in a local authorities initial business plan would be limited by the Government in order 
that it is consistent with the overall fiscal and macro economic policy. 

 (d) Stock Transfer – It is proposed that stock transfer should remain an option provided 
that the financial support provided by the Government does not exceed that which 
would be provided under self financing. 

7. Implementation of the Government’s Proposals

7.1 The Government wish to implement a “self financing” system for the future funding of Council 
housing as quickly as possible. 

7.2 The Housing and Regeneration Act 2008 enables individually negotiated agreements to be 
made between local authorities and the Government to exclude specified stock from the HRA 
subsidy system.  The Government consider that this legislation could be used to introduce “self 
financing” on a “voluntary basis”, provided that an agreement can be made with local 
authorities regarding the costs of managing and maintaining their housing stock. 

7.3 Such an agreement would, however, be determined nationally, as the Government consider it 
to be impractical to negotiate with each of the 205 local authorities who currently operate within 
the HRA subsidy system.  The Government propose to issue the proposed terms for such an 
agreement by spring 2010. 

7.4 If it is not possible to implement self financing on a voluntary basis, then primary legislation will 
be required to achieve a national settlement.  Subject to Parliamentary time, the Government 
believe that a self financing system could be legislated for and be in operation from 2012-13. 
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8.1 The principle of self financing has been welcomed by a range of representative organisations 
including the Local Government Association (LGA), the Association of Retained Council 
Housing (ARCH), the Chartered Institute of Housing (CIH) and the Association for Public 
Service Excellence (APSE).  These organisations have campaigned for a devolved funding 
system for over a decade and consider that self financing provides “a better solution” than an 
“improved national funding system”. 

8.2 An alternative view has been presented by Defend Council Housing (DCH) who consider that 
the risks associated with self financing are unacceptable and support a “reformed national 
system of allowances”. 

8.3 The LGA and ARCH do, however, argue that the Government should cancel all the housing 
debt held by local authorities (estimated to be £18 bn) rather than reallocating it between 
Councils.  Whilst this potential course of action is rejected in the consultation paper (on the 
basis that the debt was incurred in building and maintaining Council housing and should 
therefore continue to be serviced from Council rents and that it would be unaffordable), the 
LGA and ARCH consider the “Government is wrong” for the following reasons:- 

 (a) The proposals are unfair to tenants – tenants in one area are paying the debt of 
tenants in another. 

 (b) The approach continues to treat Council housing as one national system – this 
contradicts the commitment to local accountability. 

 (c) A substantial proportion of the debt would have been paid – if Councils had been able 
to retain 100% of Right to Buy receipts. 

 (d) Debt “write off” is affordable – the Government have “written off” £3 bn of debt in 
relation to stock transfers in order to improve the delivery of housing services. 

 (e) Cancellation would not impact on the national debt – the debt is “intra-Governmental” 
and the Government can determine “write off”. 

 (f) Cancellation would deliver economic benefits – estimated to be £72 bn over 10 years. 

9. Implications for the Council

9.1 Cabinet have previously considered HRA Business Plan Projections which show that the 
Council cannot maintain its housing stock to the decent homes standard beyond 2013, within 
the framework of the Government’s financial regime.  In particular, the Council is in a position 
of “negative subsidy” and as a result had to pay over £3.316 million of rent income to the 
Department for Communities and Local Government in 2008-09. 

9.2 The need to secure a sustainable strategy for the Council’s housing stock in the longer term 
has been a fundamental housing service objective for a number of years.  Following the 
discontinuation of the Council’s (former) stock transfer strategy, Council on 28 February 2007 
agreed that this should be determined, following a further options appraisal, undertaken in the 
light of the Government’s revised policy and financial regime. 

9.3 The fundamental aim of the proposed self-financing system is “to provide a once-and-for-all 
settlement to create a new baseline for all local authorities currently in the HRA subsidy 
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system, from which each will be able to sustain and maintain their homes on an equitable 
basis”.  If self financing can deliver this for the Council’s housing stock, then the Council’s 
objective of securing a long-term sustainable strategy will be achieved. 

9.4 The proposed terms of the settlement agreement will not be available until spring 2010 and 
there is insufficient information within the consultation paper to enable the financial implications 
for the Council to be fully assessed.  It is, however, clear that as the Council’s current average 
debt per dwelling (£3,700) is less than the national average of £7,000, the Council will be 
required to make a capital payment to the Government and as a consequence, an equivalent 
amount of new debt will be imposed on the HRA. 

9.5 A preliminary estimate of the amount of additional debt which the Council could be required to 
“take on” as a result of self-financing, was provided by the Housing Quality Network in April 
2008.  This was estimated to be in the region of £65 million.  However, the Housing Quality 
Network commented that “despite the apparent initial enormity of the figure, it would represent 
a viable financial deal enabling debt repayment within 30 years and a more stable future for 
services”. 

9.6 Despite the comments of the Housing Quality Network, as any additional debt would need to be 
supported from retained rent income, there is concern that the potential financial benefits of 
self-financing may be insufficient to ensure the long term sustainability of the Council’s housing 
stock. 

9.7 There are also significant concerns regarding the proposed assumptions which the 
Government will prescribe for use within the Council’s business plan as these will determine 
the financial basis of the Council’s settlement agreement.  Whilst these have not been finalised 
it is nevertheless considered that:- 

 (a) The Government’s long-term rent strategy is uncertain but will have a fundamental 
impact on the resources which are available under self-financing.  The Government 
intend to address this as part of the HRA subsidy determination for 2010-11 but may 
use this mechanism to “impose” a revised policy, which may not take account of the 
varying levels of progress towards rent restructuring between different local authorities.  

 (b) A service standard in accordance with Decent Homes (and the further elements of “lifts 
and common parts”) will fail to provide the level of resources which are necessary to 
ensure that the Council’s housing stock is maintained in accordance with the 
provisions of the Landlord and Tenant Act.  In particular, no provision is made for the 
replacement of paths, boundary walls and fences which require substantial 
maintenance as identified by the 2008 stock condition survey. 

 (c) As the proposed 24% increase in the Major Repairs Allowance (MRA) is considerably 
less than the 43% to 60% required uplift estimated by the Building Research 
Establishment, there will be insufficient resources for planned maintenance. 

 (d) As the costs of additional service standards set by the Tenants Services Authority will 
need to be met by the HRA, the cost of these may be additional to the proposed 5% 
uplift in management allowances. 

 (e) As no financial assistance is to be provided for disabled facilities works to the Council’s 
housing stock, these will need to be funded from capital receipts, the MRA or 
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contributions from other agencies.  Cabinet on 27 August 2009 were advised on the 
increasing need for such works and this will need to be considered within the required 
business plan. 

 (f) Whilst the proposal to allow the Council to retain 100% of capital receipts from the 
Right to Buy is welcome, the Government will “offset” its loss of resources by reducing 
the amount of available funding to the Homes and Communities Agency for the 
National Affordable Housing Programme.  This will have consequences for the 
proposed redevelopment of the Council’s defective properties, which are of pre-
reinforced concrete construction, particularly at the Moss Estate, Chadsmoor. 

 (g) No indication of the net present value discount rate is provided and as this will be a key 
factor in determining any settlement agreement, it is a notable omission. 

9.8 If the Government cannot implement self financing on a “voluntary basis”, primary legislation 
will be required to achieve a national settlement.  Whilst the Government believe that the 
system could be legislated for and be in operation from 2012-13, this is dependent upon them 
being returned to power following the forecoming general election.  An alternative Government 
may not consider the necessary Parliamentary time to be a priority and if this is the case, the 
Council may not be able to maintain the decent homes standard if the current HRA subsidy 
system continues in 2013-14 and beyond. 

10. Comments on the Consultation Paper

10.1 The Department for Communities and Local Government have invited comments on the 
consultation paper which needs to be received by 27 October 2009. 

10.2 Stakeholders have been invited to submit their views on the Government’s preferred option of 
self financing and the practicalities of implementing this in relation to a series of specific 
questions attached as Annex 2. 

10.3 A proposed draft response from the Council is attached as Annex 3.   

10.4 The proposed response argues that a viable HRA business plan is dependant upon the 
Government making a capital contribution to the Council in order that the currant HRA debt of 
£19 million can be repaid.  This would enable the Council to use all of its rent income for the 
management and maintenance of its housing stock and thus provide the financial basis for a 
long term sustainable strategy. 

10.5 The proposed response also highlights the Council’s concerns about the proposed 
assumptions which the Government will prescribe for use within the business plan and includes 
comments in relation to the specific questions raised by the Department for Communities and 
Local Government (attached as Annex 2). 

 

11. Conclusions and Reasons for Recommendations

11.1 This report considers a consultation paper issued by the DCLG on the “Reform of Council 
Housing Finance”. 
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11.2 The consultation paper proposes that the current HRA subsidy system is replaced by a “self 
financing” alternative, whereby local authorities retain their rent income to finance the 
management and maintenance of their housing stock, in exchange for a “one off reallocation of 
housing debt”.  In addition, it is proposed that local authorities retain all the capital receipts from 
Right to Buy sales. 

11.3 Whilst the proposed self financing system aims to provide a “once-and-for-all” settlement which 
will enable local authorities to sustain and maintain their housing stock, there are concerns that 
this may not be achieved in relation to the Council.  It is evident that the Council will be required 
to make a capital payment to the Government and as a consequence an equivalent amount of 
“new” debt will be imposed on the HRA.  This additional debt will need to be supported from the 
retained rent income and as a result the potential financial benefits may be insufficient to 
ensure the long term sustainability of the Council’s housing stock. 

11.4 A proposed draft response to the consultation paper is attached as Annex 3.  This argues that a 
viable HRA business plan is dependant upon the Government making a capital contribution to 
the Council in order that the current HRA debt of £19 million can be repaid.  This would enable 
the Council to use all of its rent income for the management and maintenance of its housing 
stock and thus provide the financial basis for a long-term sustainable strategy.  

12. Other Options Considered

12.1 Whilst there are a number of concerns regarding the Government’s “self financing” proposals, it 
is considered that these are nevertheless advantageous when compared to the alternative of 
an improved national funding system. 

13. Report Author Details

 Ian Tennant (Head of Housing) Ext. 4210 

 Bob Kean (Head of Financial Management) Ext. 4334 
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ANNEX 1 

SCHEDULE OF ADDITIONAL INFORMATION

INDEX 

Contribution to Council Priorities (i.e. CHASE, Corporate Plan) Section 1 

Contribution to Promoting Community Engagement Section 2 

Financial Implications Section 3 

Legal Implications Section 4 

Human Resource Implications Section 5 

Section 17 (Crime Prevention) Section 6 

Human Rights Act Implications Section 7 

Data Protection Act Implications Section 8 

Risk Management Implications Section 9 

Equality and Diversity Implications Section 10 

List of Background Papers Section 11 

Report History Section 12 

Annexes to the Report i.e. copies of correspondence, plans etc. Annex 1, 2, 3 etc. 
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Section 1 

Contribution to Council Priorities (i.e. CHASE, Corporate Plan)

The formulation of a long-term strategy for the Council’s housing stock is included as a Year One 
(2009-10) action within the agreed Priority Delivery Plan for Healthier Communities, Housing and Older 
People. 

Section 2 

Contribution to Promoting Community Engagement

The Chase Tenants and Residents Federation will be consulted regarding the Government’s 
consultation paper and may submit their own response.  

Section 3

Financial Implications 

The financial implications are addressed throughout this report. 

Section 4 

Legal Implications 

The legal implications are addressed throughout this report. 

Section 5 

Human Resource Implications 

There are no identified human resource implications arising from this report. 

Section 6 

Section 17 (Crime Prevention) 

There are no identified Section 17 (Crime Prevention) implications arising from this report. 

Section 7 

Human Rights Act Implications

There are no Human Rights Act implications arising from this report. 

Section 8 

Data Protection Act Implications

There are no identified implications in respect of the Data Protection Act arising from this report. 

Section 9 
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Risk Management Implications 

Self-financing will devolve significant responsibility and accountability to local authorities, who will be 
responsible for their own long-term planning and asset management. 

Whilst this will provide a framework (subject to adequate resource provision) which will enable the 
Council to improve the management and maintenance of its housing stock more effectively, there are a 
number of risks associated with the additional responsibilities which are proposed. 

These works cannot, however, be properly assessed until the proposed terms of the settlement 
agreement are known.  It is therefore proposed that a comprehensive risk assessment is undertaken 
when these proposed terms are reported to Cabinet in spring 2010. 

Section 10 

Equality and Diversity Implications

The Government’s proposals will be subject to an equality impact assessment by the Department for 
Communities and Local Government. 

In addition, the consultation paper states:- 

 The Government aims to address any disadvantages that individuals experience because of 
their gender or gender identity, race, disability, age, sexual orientation, religion or belief, and 
take into consideration human rights.  In making any changes we will have to assess whether 
they would have any disproportionate impact on particular groups of people and take account 
of this when implementing changes – detailing potential negative impacts, opportunities to 
positively advance the equality agenda, or importantly, gaps in our knowledge about likely 
impacts. 

It is considered that the Government’s proposals fail to recognise the need to provide financial 
assistance to provide disabled facilities works to the Council’s housing stock.  As a result the proposals 
are considered to have a negative impact on disabled households and this issue has been raised in the 
Council’s proposed response to the consultation paper. 

Section 11

List of Background Papers

Letter dated 30 July 2009 from Mary Orton, Chief Executive of Waverley, on behalf of the Association 
of Retained Council Housing. 

Section 12 

Report History

Future Strategy for the Council’s 
Housing Stock 

Cabinet 21 August 2009 

   
Housing Revenue Account Budget 
2009-10 and 2010-11 

Cabinet 12 February 2009 
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Housing Revenue Account 
Provisional Outturn 2008-09 

Cabinet 23 July 2009 

   
Annexes

Annex 2 – List of consultation questions 

Annex 3 – Proposed response to the consultation paper 
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ANNEX 2 
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ANNEX 3

Review of Council Housing Finance, 
Communities and Local Government, 
Zone 1/J9, 
Eland House, 
Bressenden Place, 
London, 
SW1E 5DU 
 

Dear Sir, 

Reform of Council Housing Finance

The Council’s Cabinet have considered the Government’s proposals for the reform of Council housing 
finance, as set out in the consultation paper issued by the Department for Communities and Local 
Government and write to inform you of Cannock Chase Council’s views. 

The Council welcome the Government’s proposals to dismantle the current Housing Revenue Account 
system and replace it with a devolved system of self-financing.  It is considered that the current national 
Housing Revenue Account system has fundamental deficiencies and does not provide the necessary 
framework to ensure that the Council’s housing stock can be properly maintained in the future.  
Furthermore, the system is considered to be “unfair” to Cannock Chase tenants, who in 2008-09 paid 
£3.316 million of their rents to subsidise the housing service in other local authority areas. 

The Council believe that self-financing, provided that it is adequately resourced at the onset, can 
provide the basis for long-term planning and asset management and will secure efficiencies and service 
improvements for the benefits of tenants.  It is considered that it will increase the Council’s capacity to 
respond to local needs and encourage tenants to further participate in the decision-making process for 
the future delivery of housing services. 

The Council does, however, have fundamental concerns regarding the amount of resources which will 
be potentially available through the proposed self-financing system and whether these will be sufficient 
to ensure that the Council’s housing stock is properly managed and maintained in the future. 

A long-term sustainable strategy for and the future financing of the Council’s housing stock has been 
uncertain and a matter of significant concern since the 2004 options appraisal.  This showed that 
although the Council could meet the Decent Homes target for its housing stock by 2010, the Decent 
Homes Standard could not be maintained beyond 2014. 

In order to provide a long-term sustainable strategy, the Council developed a stock transfer proposal 
and subjected this to a tenants’ ballot in March 2006.  The transfer proposal was, however, rejected by 
a small majority (51.9%) of voting tenants. 

The Council has implemented a Decent Homes Investment Strategy since 2003.  The resources which 
“underpin” this strategy are, however, largely dependent upon the generation of capital receipts from 
Right to Buy sales and an agreed land sales programme and the “downturn” in the housing market is 
having a major detrimental effect on the estimated availability of resources.  As a result, it is now 
estimated that the Council will not be able to maintain the Decent Homes Standard beyond 2013. 
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The Council were disappointed that the Housing Green Paper “Homes for the Future – More Affordable, 
More Sustainable” made only limited reference to the continued improvement of Council housing.  The 
expectation that Councils would “maintain their focus on improving the quality of their existing 
accommodation and delivery on decent homes” through their chosen delivery routes was unrealistic 
and failed to recognise that the Council had been unable to secure their preferred delivery route and as 
a result could not sustain the continued improvement of their housing stock. 

The Council are pleased that this deficiency has now been addressed and welcome the Government’s 
objective to “create a new baseline for all local authorities currently in the HRA subsidy system, from 
which each will be able to sustain and maintain their homes on an equitable basis”.  However, as 
previously stated the Council has fundamental concerns as to whether the Government’s current 
proposals will be able to deliver this objective by enabling the Council to formulate a long-term 
sustainable strategy for its housing stock. 

In order to formulate a viable business plan for “Your Chase Homes” (the proposed stock transfer 
housing association), the Department for Communities and Local Government agreed, in September 
2005, that it was necessary to “pay off” the Council’s existing HRA debt and provide £49.9 million of 
gap funding.  Whilst it is accepted that a proportion of the gap funding was to be used to provide 
improvements which are “above” the Decent Homes standard, it was clearly evident that additional 
resources were required to maintain the Council’s housing stock to the Decent Homes standard and 
undertake other essential maintenance works required under the Landlord & Tenant Act.  

Therefore if a viable business plan is to be formulated for stock retention, the Council consider that as a 
minimum it will be necessary for the Government to make a capital contribution to the Council in order 
that the current HRA debt of £19 million can be repaid.  This will enable the Council to use all of its rent 
income for the management and maintenance of its housing stock and thus provide the financial basis 
for a long-term sustainable strategy for its housing stock.  

The Council also consider such action is required to ensure that self-financing is seen as “equitable” 
and fair by tenants.  The proposed redistribution of housing debt will merely replicate the inequalities of 
the present system.  As a result a proportion of tenants’ rent income will, in some local authorities be 
used to “pay off” additional HRA debt imposed by the Government, in order that the HRA debt of other 
local authorities can be reduced.  The Council cannot see how this differs from the current subsidy 
system whereby tenants in one local authority pay a proportion of their rent to subsidise the housing 
service of tenants in another local authority area.  

For this reason, the Council believe that the Government should cancel the existing debt which is held 
by all local authorities and supports the arguments which have been presented by the Local 
Government Association and the Association for Retained Council Housing.  

As it is considered that a viable business plan is dependant upon the Government repaying the 
Council’s existing debt, the Council has significant concerns about the proposed assumptions which the 
Government intend to prescribe for use within the required business plan.  In particular, it is considered 
that:- 

(a) The Government’s long-term rent policy will clearly have a fundamental impact on the 
 resources which are available under self-financing and the Council are concerned that the 
 Government’s proposals do not form part of this consultation paper.  It is noted that the 
 Government intend to address this matter as part of the HRA subsidy determination for  
 2010-11 which in previous years has not had the benefit of a 12-week consultation period.   
 The Council therefore consider that the Government should issue as a matter of urgency, 
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 supplementary consultation material on their rent policy proposals.  The Council are aware that 
progress toward rent restructuring varies between authorities and assumes that the 
Government will adopt a common baseline to ensure the Council’s with historically low rents do 
not gain disproportionate benefits within the business planning model 

(b) A service standard in accordance with Decent Homes (and the further elements of “lifts and 
common parts”) will fail to provide the level of resources which are necessary to ensure that the 
Council’s housing stock is maintained in accordance with the provisions of the Landlord and 
Tenant Act.  In particular, no provision is made for the replacement of paths, boundary walls 
and fences which in the case of the Council are in need of significant expenditure as identified 
by the 2008 stock condition survey.  It is also considered that “common parts” should be 
properly defined as it can be subject to differing interpretations. 

(c) As the proposed 24% increase in the Major Repairs Allowance (MRA) is considerably less than 
the 43% to 60% required uplift estimated by the Building Research Establishment, there will be 
insufficient resources for planned maintenance. 

(d) As the costs of additional service standards set by the Tenants Services Authority will need to 
be met by the HRA, the cost of these may be additional to the proposed 5% uplift in 
management allowances. 

(e) The Government have failed to recognise the need to provide financial assistance to provide 
disabled facilities works to the Council’s housing stock.  There has been a 40% increase in the 
need of this work during the last 18 months and with the increase in the elderly population this 
trend is expected to continue.  The Council believe that the Government should provide 
particular financial assistance, through the provision of specified Capital Grant, on the same 
basis as already provided for disabled facilities grants in the private sector.  The Council 
consider that this omission has implications for the Government’s equality impact assessment. 

(f) Whilst the proposal to allow the Council to retain 100% of the capital receipts from the Right to 
Buy is welcome, the Council is concerned that the Government will “offset” its loss of resources 
by reducing the amount of available funding to the Homes and Community Agency for the 
National Affordable Housing Programme.  This will have consequences for the continued 
redevelopment of the Council’s pre-reinforced concrete houses, which is dependent upon 
funding from this source. 

(g) No indication of the net present value discount rate is provided at the present time.  This is 
considered to be the key factor in determining any settlement agreement and an early 
indication of the discount rate is requested. 

The Council would also request that the Government issue detailed proposals on the proposed 
business plan model prior to the proposed settlement agreement in spring 2010.  This would enable the 
data assumptions to be verified and the impact of the model to be assessed.  

The Council welcome the Government’s commitment to meet any debt premia regarding the early 
repayment of loans and provide a settlement to either the HRA or the General Fund.  The Council 
would however, wish to see this commitment extended to the proposed changes to the HRA ring fence, 
as any re-allocation of costs from the HRA would have an adverse impact on the Council’s General 
Fund position.  No provision for any consequential settlement is mentioned in the consultation paper 
and the Council consider this to be a notable omission.  
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The Council further believe that continued restrictions regarding the level of prudential borrowing which 
may arise from the business plan are unnecessary and contradict the principles of self-financing.  
Business plans will require annual revision to ensure that they continue to reflect needs and priorities 
and flexibility is essential in this respect.  It is unlikely that any additional borrowing would be 
“excessive” and would not therefore undermine the Government’s overall fiscal position. 

A schedule of comments in relation to the specific questions detailed in the consultation paper is 
attached as Annex A to this letter. 

The Council trust that the Government will consider and address the concerns which are presented in 
this letter.  The Council believe that provided that it is adequately resourced at the onset, self-financing 
can provide the financial basis for a long-term sustainable strategy for its housing stock.  However, in 
order to achieve this the Council consider that as a minimum, it will be necessary for the Government to 
make a capital contribution to the Council in order that the current HRA debt of £19 million can be 
repaid.  

The Council look forward to receiving the Government’s response and in particular would welcome 
further consultation on the Government’s rents policy and the proposed business plan model.  Until 
details of these matters have been provided and evaluated, the Council cannot evaluate as to whether 
it would be prepared to commit to self-financing on a voluntary basis.  

Yours faithfully, 

 

Councillor M.P. Freeman 
(Housing Portfolio Leader) 
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ANNEX A 

CANNOCK CHASE COUNCIL  

REFORM OF COUNCIL HOUSING FINANCE 

DEPARTMENT FOR COMMUNITIES AND LOCAL GOVERNMENT - CONSULTATION QUESTIONS 

 

A. Core and Non-Core Services (Questions 1 and 2) 

The Council agrees with the proposed principles for the operation of the HRA ring fence as set 
out in paragraph 3.28. 

The Council is however, concerned that if it is necessary to redirect services from the HRA to 
the General Fund this will create additional pressures on General fund resources.   The Council 
therefore consider that if this occurs, it should be recognised through a settlement to the 
General Fund.  

B. Standards and Funding (Questions 3 and 4) 

 The Council consider that “common parts” should be defined as there are a number of 
interpretations.  There are no particular issues with regard to funding any backlog through 
capital grant.  

 The Council is however, concerned that the proposed standards do not address all of the 
repairing responsibilities as defined by the Landlord & Tenant Act.  

 It is assumed that Question 4 relates to improving energy performance.  The proposed funding 
mechanisms are dependent upon tenants paying for the improvements and there are likely to 
be a number of practical problems in relation to this. 

C. Leaseholders – (Question 5) 

 The Council do not consider that there are any barriers to the establishment of sinking funds for 
works to leasehold properties.  

D. Debt (Questions 6 to 11) 

 The Council has no particular comments in relation to the “technical” questions 6 to 9 as until 
the business plan model is available the implications for the Council cannot be quantified.  
Borrowing at current PWLB levels would reduce the Councils. CRI so there would be an 
additional cost of borrowing to the General Fund which would need to be reflected in a 
settlement to the General Fund. 

 The Council considers that there must be flexibility in the system to take account of new needs 
and argue that there should be no particular restrictions on any additional borrowing.  

 Uncommitted income would be used to further improve housing services or the housing stock 
or alternatively help finance new building.  
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E. Capital Receipts (Questions 12 to 14) 

 The Council welcomes the proposals which would enable 100% of capital receipts from Right to 
Buy sales to be retained locally.  It is considered that the use of the receipts should be flexible 
as the need for investment between the existing stock and additional new building will vary over 
time.  

 The Council is concerned that the retention of capital receipts will result in a reduction in the 
National Affordable Housing Programme.  

F. Equality Impact Assessment (Questions 15 to 17) 

 The Council are concerned that the failure to provide specific financial assistance to help local 
authorities undertake disabled facilities works to their housing stock will have a disproportionate 
effect on people with a disability. 
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