
  ENCLOSURE 9.1 

CANNOCK CHASE COUNCIL 

CABINET 

21 AUGUST 2008 

REPORT OF THE DIRECTOR OF SERVICE IMPROVEMENT 

RESPONSIBLE PORTFOLIO LEADER:  HOUSING 

FUTURE STRATEGY FOR THE COUNCIL’S HOUSING STOCK 

1. Purpose of Report 

1.1 To consider the current position regarding the Government’s policy and financial regime for 
Council housing and the potential options for a future strategy for the Council’s housing stock. 

2. Recommendations 

2.1 That the current position regarding the Government’s current policy and financial regime for 
Council housing be noted. 

2.2 That discussions are held with the Department for Communities and Local Government to 
explore potential options to provide a sustainable strategy for the Council’s housing stock. 

3. Key Issues 

3.1 Details of revised HRA Business Plan projections for the period 2008-2019 are presented in a 
separate report.  These show that a capital resource deficit will arise in either 2012-13 or 2010-
11 dependent upon the policy, which is adopted in relation to the use of capital receipts 
generated from the sale of vacant one bedroom bungalows. 

3.2 The redirection of vacant one bedroom bungalow receipts to the provision of additional social 
housing will require the Council to take interim action to ensure that a “balanced” HRA Capital 
Programme is maintained for at least a three year period and details of the possible courses of 
action are presented in the separate report on HRA Business Plan Projections. 

3.3 Stock retention in the longer term is not, however, viable in either case and Council on 28 
February 2007 agreed to undertake a further options appraisal in 2009 to determine a long-
term sustainable strategy for the Council’s housing stock. 

3.4 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. 

 (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. 
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 (c) Continuing to offer stock transfer as a future option, although this will no longer be 
supported with ‘gap funding’. 

 (d) Continuing with the Private Finance Initiative for a further year, although this cannot 
provide a “whole stock solution”. 

3.4 Whilst the outcomes of the HRA subsidy review and self-financing could potentially be of 
benefit to the Council it is not possible to assess the financial effect until after the publication of 
the subsidy review (spring 2009) or the conclusion of the self-financing pilot projects (summer 
2010). 

3.5 At the present time it is considered that the outcomes of the HRA subsidy review appear to 
offer the best prospects for a potential solution.  However, the extent to which the Council’s 
subsidy position could potentially improve is unknown. 

3.6 In comparison self-financing appears to represent an unacceptable risk in terms of future 
financing at the present time.  However, the benefits may increase as a result of the HRA 
subsidy review and if adopted as a Government policy initiative, is likely to be made ‘more 
attractive’ to local authorities. 

3.7 Whilst stock transfer could be considered as a future option, the financial benefits have been 
substantially reduced following the Government’s decision not to continue to provide gap 
funding.  As a result, it would not be possible to offer tenants the array of Cannock Chase 
standard improvement works which formed the basis of the Council’s 2006 transfer proposals. 

3.8 Any potential financial freedoms arising from Government policy initiatives are likely to be 
limited to pre-qualification performance criteria.  Work is, however, being undertaken through 
the Housing Service Improvement Plan to secure a two star Audit Commission rating and it is 
understood that a housing inspection has been provisionally programmed for 2008-09. 

3.9 Council on 28 February 2007 agreed to undertake a further options appraisal no later than 
2009 in the light of the Government’s revised policy and financial regime and a further condition 
survey of the Council’s housing stock.  As a result, a new stock condition survey has recently 
been commissioned in order that revised information is available to inform the options 
appraisal. 

3.10 The Council’s financial position is shared by a number of other retention authorities (where the 
chosen option of transfer also received a ‘no vote’) who have been unable to access additional 
resources made available by the Government under its former policy initiatives for meeting and 
maintaining decent homes.  This issue has been recognised by the Government Office for the 
West Midlands and it is therefore suggested that the Council should open a dialogue with the 
Department for Communities and Local Government to engage in the HRA subsidy review and 
explore potential options to provide a sustainable strategy for the Council’s housing stock. 
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Section 1 

Background 

Council on 28 February 2007 gave further consideration to the (then) options regarding a future 
strategy for the Council’s housing stock, in the light of a number of issues which arose in respect of the 
(then) strategy of stock transfer.  It was resolved, inter alia: 

(a) To discontinue the pursuit of a stock transfer strategy within the Government’s (then) financial 
regime. 

(b) To pursue an interim strategy of stock retention and undertake a further options appraisal no 
later than 2009, in the light of the Government’s revised policy and financial regime and a 
further condition survey of the Council’s housing stock. 

(c) That Cabinet formulate a proposed interim stock retention strategy for future consideration by 
Council. 

It will be recalled that the Council decided to pursue a transfer strategy in order to improve the housing 
stock to the Cannock Chase standard and provide a sustainable investment strategy in the longer term.  
Whilst previous business plan projections showed that the Council could, under stock retention, meet 
the decent homes standard by 2010, this standard could not be maintained beyond 2014 and unless 
Government policy changed significantly an alternative course of action was required. 

Section 2 

Housing Revenue Account Business Plan Projections 2008-2019

A separate report elsewhere on your agenda presents revised HRA Business Plan Projections for the 
period 2008-2019 in accordance with two scenarios, i.e. 

(a) Scenario One – 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 capital expenditure requirements exceed estimated available capital resources 
from 2012-13 onwards.  An initial deficit of £0.955 million is forecast for 2012-13 which 
increases on a cumulative basis to £8.412 million by 2018-19.  The Council cannot therefore 
now maintain the decent homes standard (if the current array of decent homes works 
continues) beyond 2012-13. 

(b) Scenario Two – 100% of the capital receipts generated from all previous and future vacant one 
bedroom bungalow sales are directed to the General Fund Capital Programme to facilitate the 
provision of additional social housing. 

 This shows that capital expenditure requirements exceed estimated available capital 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 could not 
therefore maintain the decent homes standard (if the current array of decent homes works 
continues) beyond 2010-11. 
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The adoption of a revised policy with regard to the use of vacant one bedroom bungalow receipts (as 
outlined in scenario two) would require the Council to take interim action to ensure that a “balanced” 
HRA Capital Programme is maintained for at least a three year period.  Details of the possible courses 
of action are outlined in the report entitled “HRA Business Plan Projections”. 

However, in the longer term stock retention is not considered to be viable under either of the two 
scenarios and it will be necessary for the Council to determine a sustainable strategy for the longer 
term.  This report outlines the current situation regarding the Government’s revised policy and financial 
regime and considers the potential options regarding a future strategy for the Council’s housing stock. 

Section 3

The Government’s Policy for Council Housing 

The Government’s policy regarding the continued improvement and financing of Council housing is 
unclear. 

The Housing Green Paper ‘Homes for the Future!  More affordable, more Sustainable’ focuses on the 
provision of additional affordable housing, and apart from a commitment to extend the self financing 
pilot projects, makes only limited reference to the continued improvement of Council housing.  Whilst 
the Government expects Councils to “maintain their focus on improving the quality of their existing 
accommodation and delivering on decent homes”, this is to be achieved through their ‘chosen delivery 
routes’.  The Green Paper fails to recognise that some local authorities (including Cannock Chase) 
have been unable to secure their preferred delivery route, and as a result will now be unable to sustain 
the continued improvement of their housing stock. 

The Government has, however:- 

(a) Commenced a fundamental ‘root and branch’ review of the Housing Revenue Account subsidy 
system as rent surpluses will exceed expenditure allowances nationally by £190 million in 
2008-09.  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) Included within the Housing and Regeneration Bill, provisions to develop ‘self-financing’, which 
would allow some local authorities to leave the HRA subsidy system following a one-off 
financial adjustment, and to no longer pay or receive subsidy (including Cannock Chase), this 
would (at the present time) necessitate borrowing in order to ‘buy out’ of the system. 

(c) Decided to continue to offer stock transfer as a future option to deliver ‘post Decent Homes 
improvements’ to tenants.  Provisions have been included within the Housing and 
Regeneration Bill to allow local authorities to apply to transfer dwellings at any time of the year 
and not to be constrained by a two-year programme of fixed duration.  Transfer will not, 
however, be supported with ‘gap funding’ although provision will be made to clear any 
overhanging debt.  All transfers will continue to be conditional on a majority of tenants voting in 
favour of the proposal. 

(d) Announced a new Housing Private Finance (PFI) Initiative bidding round to enable further large 
housing estates to be maintained and managed by a private operator, usually for a period of 30 
years.  PFI cannot provide a “whole stock” solution and was discounted as a viable option 
within the 2004 Housing Options Appraisal.  The PFI qualification criteria remains substantially 
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unchanged and there are no estates (of between 1,500-2,500 dwellings) which meet the 
defined criteria. 

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. 

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. 

It is further considered that if, following the completion of the pilot projects that self financing is adjusted 
as a Government policy option, that qualification criteria would also be established as a pre-requisite for 
local authorities who wished to access the potential freedoms. 

The Government have, however, started that a key principle of self-financing is fiscal neutrality within 
the HRA subsidy system, and that any benefits to local authorities will be created by the nature of self-
financing and not as a result of additional Government resources.  The key factor in the calculation will 
be the Government’s assumptions regarding the level of HRA subsidy in the longer term and this will 
not be known until the results of the HRA subsidy review are published in Spring 2009. 

Section 4

Implications for Cannock Chase 

As the Government is reviewing the policy and financial regime for council housing, the potential 
options to secure a sustainable strategy for the Council’s housing stock in the longer term are, at the 
present time, unclear. 

The Government is, however, undertaking a comprehensive review of the HRA subsidy system and 
exploring the viability of self-financing.  Whilst both of these initiatives could be of benefit to the Council, 
it will not be possible to assess the financial effect until after the publication of the subsidy review 
(Spring 2009) or following the conclusion of the self-financing pilot projects (estimated to be Summer 
2010). 

At the present time the outcomes of the HRA subsidy review would appear to offer the best prospects 
for a potential solution.  The current system has been criticised by the Audit Commission and the 
Government appears committed to providing a long term solution.  The review presents an opportunity 
for a fundamental change to the future financing of Council housing although the extent of any potential 
benefit to the Council is unknown. 

In comparison self-financing appears to represent an unacceptable risk in terms of future financing at 
the present time.  However, the benefits may increase as a result of the HRA subsidy review and if 
adopted as a Government policy initiative, is likely to be made ‘more attractive’ to local authorities. 

Whilst stock transfer could be considered as a future option, the financial benefits have been 
substantially reduced following the Government’s decision, not to continue to provide gap funding.  As a 
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result, it would not be possible to offer tenants the array of Cannock Chase standard improvement 
works which formed the basis of the Council’s 2006 transfer proposals. 

 Although transfer could potentially continue to provide a long term sustainable strategy, the relative 
advantages of this need to be assessed and compared with alternative option of stock retention (with or 
without self-financing) when the results of the HRA subsidy review and the self-financing pilots are 
known.  The Private Finance Initiative continues to be a non-viable option. 

Section 5

A Proposed Course of Action 

Any potential financial freedoms which arise from the HRA subsidy review or self-financing are likely to 
be linked to pre-qualification performance criteria.  The Council currently has a ‘One Star’ Audit 
Commission Housing Inspectorate rating for its Repairs and Maintenance service and would need to 
improve and extend this to at least two stars for the ‘Council Housing Service’ as a whole. 

However, a three year Housing Service Improvement Plan was adopted in Autumn 2006, which is 
designed to secure a two star assessment (with promising prospects for improvement) during 2009.  It 
is understood that a Housing Inspection has been provisionally programmed for the Council during 
2008-09 and in anticipation of this, further work to improve the Council’s Housing Service is being 
undertaken through the Housing Policy Development Committee. 

It is therefore considered that, subject to a successful Audit Commission Inspection, the Council would 
be in a position to take advantage of any potential financial freedoms. 

Council, on 28 February 2007, agreed to undertake a further options appraisal no later than 2009 in the 
light of the Government’s revised policy and financial regime.  Whilst the results of the HRA subsidy 
review are programmed to be available within this timescale, the outcomes of the self-financing pilots 
are not expected to be published until Summer 2010.  However, in view of the reduction regarding the 
period that the Council can maintain the Decent Homes Standard, it is not considered appropriate to 
reprogramme the options appraisal to 2010.  As a result, a new stock condition survey has recently 
been commissioned, in order that the revised stock condition information is available to inform the 
options appraisal. 

The Council’s financial position is shared by a number of other retention authorities (where the chosen 
option of transfer also received a ‘no vote’) who are unable to access additional resources made 
available by the Government under its former policy initiatives for meeting and maintaining decent 
homes.  This issue has been recognised by the Government Office for the West Midlands and it is 
therefore suggested that the Council should open a dialogue with the Department for Communities and 
with Government to engage in the HRA subsidy review and explore the potential options to provide a 
sustainable strategy for the Council’s housing stock. 

Section 6 

Contributions to CHASE

The Housing Service contributes to a number of the Council’s Strategic Objectives as set out in 
CHASE:- 
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(a) Healthier Communities, Housing and Older People:  Helping to develop a healthy 
community through the effective management and maintenance of the Council’s housing 
stock, including the provision of specialised accommodation for older people. 

(b) Access to Skills, Economic Development and Enterprise:  Contributing the development of 
a strong local economy through major works contracts and investment in the housing 
stock. 

(c) Safer and Stronger Communities:  Contributing to community safety through the effective 
management of Council estates and helping build stronger communities through 
partnership working with tenants. 

(d) Environment:  Contributing to a clean, safe and sustain able environment through the 
effective management of Council estates. 

Section 7 

Section 17 (Crime Prevention) Implications 

There are no identified Section 17 implications arising from this report. 

Section 8 

Human Rights Act Implications 

There are no identified implications under the Human Rights Act 1998 arising from this report. 

Section 9 

Data Protection Act Implications 

There are no identified Data Protection Act implications associated with this report. 

Section 10 

Risk Management Implications 

A failure to meet and maintain the Council’s housing stock to the standard desired by tenants has been 
identified in the Council’s register.  The potential problems associated with this risk include: tenant 
dissatisfaction, a deterioration in the Council housing stock, an adverse effect on the environment and 
the possibility of Government intervention. 

The score rating for gross risk is 25, which falls within the high-risk category.  It is, however, considered 
that providing the Council has agreed and can then implement a robust investment plan which ensures 
that it can meet and then maintain the Decent Homes Standard for its housing stock, the score for this 
risk will reduce to 10, placing it within the medium risk category. 

The Council has an agreed Decent Homes Investment Plan which will ensure that the Decent Homes 
Standard for its housing stock is met by the 2010 target date (in accordance with current agreed 
policies).  However, the period to which it can be maintained at this standard thereafter, has reduced to 
2012-13 and would reduce further to 2010-11 if a revised policy for the use of the receipts from vacant 
one bedroom bungalow sales is adopted. 
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The Government’s policy regarding the continued improvement and financing of Council housing is 
unclear at the present time and the potential options available to the Council which would secure a 
sustainable long term strategy are subject to a number of uncertainties. 

It is however, proposed that discussions are held with the DCLG to explore potential options, prior to an 
options appraisal being undertaken in 2009, when it is expected that the situation will be clearer. 

Section 11 

Legal Implications

The legal implications are contained within the body of the report. 

Section 12 

Financial Implications

The Council has a statutory duty to maintain a ‘balanced’ Housing Revenue Account.  Whilst meeting 
and maintaining the Decent Homes Standard is not a statutory requirement, it remains a ‘cornerstone’ 
of the Government’s housing policy and an agreed PSA target.  Furthermore, the DCLG expect the 
Council to deliver the ‘retention promises’ which were made in the 2006  transfer offer to tenants and it 
is understood that any significant changes may require a revised ‘sign off’ of the previous options 
appraisal. 

Details of revised HRA Business Plan projections for the period 2008-2019 are presented, in relation to 
two scenarios within a separate report elsewhere on your agenda.  These show that a capital resource 
deficit will arise in either 2012-13 or 2010-11 dependent upon the policy which is adopted in relation to 
the use of capital receipts generated from the sale of vacant one bedroom bungalows. 

The adoption of a revised policy for the use of vacant one bedroom bungalow receipts will require the 
Council to take interim action to ensure that a “balanced” HRA capital programme is maintained for at 
least a three year period and details of the possible courses of action are presented in the separate 
report on HRA Business Plan Projections. 

Stock retention is not, however, viable in the longer term and Council on 28 February 2007 agreed to 
undertake a further options appraisal in 2009 to determine a long term sustainable strategy for the 
Council’s housing stock.  In order to inform this, it is suggested that discussions are held with the 
Department for Communities and Local Government regarding the potential options which will be 
available.  The financing of the option appraisal will be the subject of a further report at a later date. 

In view of the uncertainty regarding the Government’s future financial regime for Council housing, it is 
not however considered that any long term strategy can be determined at this stage. 

Section 13 

Human Resource Implications 

There are no identified human resource implications arising from this report. 
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Section 14 

Conclusions 

That the recommendations set out in section 2 of the proceeding report are agreed. 
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