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1.  EXECUTIVE SUMMARY 

1.1 The Business Plan for the Housing Revenue Account (HRA) is attached at Appendix 
A.  

1.2 The purposes of this Plan are: 

 
a) to set out the capital investment plans for the Council’s housing stock and 

the ways in which these can be funded. The Plan concentrates on the years 
2019/20 to 2025/26; 

 
b) to set out cost pressures that will impact on the Housing Revenue Account 

(HRA); 
 
c) to summarise the financial outlook for the Housing Revenue Account (HRA) 

setting out key issues to be addressed and  
 

d) to set out the Council’s plans to deliver additional properties over the medium 
term. 
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2. RECOMMENDATION 
 
The Leadership team is asked to recommend to Council 
 
2.1 That the Council approves the updated version of the Housing Revenue Account 

Business Plan including the planned approach to funding the 7 year Capital 
Programme (2019/20 to 2025/26). 

 
3. REASON FOR THE DECISION  

 
3.1 The need for a robust Business Plan became more important following the 

introduction of the Housing Revenue Account (HRA) self-financing regime in 2012. 
This shifted the financial control of the HRA from central government to local 
authorities.  

 
3.2 The Housing Revenue Account Business Plan is to be agreed by Full Council.  

 
4. BACKGROUND 

 
4.1 The first HRA Business Plan was presented 16th January 2013 following the 

introduction of self-financing.  A Plan is drafted annually setting out plans for the 
medium term and any legislative changes that may have an impact on the delivery 
of the business objectives. 

 
4.2 The financial outlook for the HRA has significantly deteriorated. This reflects the 

current and future levels of expenditure needing to be incurred, which became 
apparent following the transfer of functions from the TMO to the Council as a result 
of the fire at Grenfell Tower. The HRA Business Plan therefore assumes an even 
greater level of importance.  

 
 
5. CONSULTATION 
 
5.1  The report was considered at the Tenants Consultative Committee on 23 January 

2020 and the Overview and Scrutiny Committee on 28 January 2020. 

 
6. EQUALITY IMPLICATIONS  
 
6.1  There are no negative equality implications arising from this report. Any equalities 

impact will be assessed as each part of the business plan is implemented. 
 
7. LEGAL IMPLICATIONS  
 
7.1  The legal implications are contained within the body of the report. 
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8. FINANCIAL AND RESOURCES IMPLICATIONS  
 
8.1 These are addressed within the report. 

 
 

Robyn Fairman 
Executive Director – Grenfell  

 
Mike Curtis 

Executive Director – Resources and Assets 
 
 
Background Papers used in the preparation of this report: None 
 
Contact officers:  Mr D Goldring, Director of Housing Management  

Doug.Goldring@rbkc.gov.uk  0207 605 6311 
Mr S Mellor, Head of Housing Finance 
Steve.Mellor@rbkc.gov.uk  07969 198446 

 
 

Mandatory clearance requirements for all Key and Executive Decision 
reports  

 

Cleared by Finance (officer’s initials) SM 

Cleared by Corporate Finance (officer’s initials)  TE 

Cleared by Director of Law (officer’s initials) JG 

Cleared by Communications (officer’s initials) NT 
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Appendix A 
 

Housing Revenue Account 
 

Business Plan – February 2020  
 

1. Purpose 
 
1.1 The purposes of this Business Plan are:  
 
(i) To set out the capital investment plans for the Council’s housing stock and the ways 

in which these can be funded. The Plan concentrates on the years 2019/20 to 
2025/26; 

 
(ii) To set out cost pressures that will impact on the Housing Revenue Account (HRA)   

 
(iii) To summarise the financial outlook for the Housing Revenue Account (HRA), 

setting out key issues to be addressed; and    
 
(iv) To set out the Council’s plans to deliver additional properties over the medium term.  

 

2. Financial Context  
 
2.1 The financial outlook for the Housing Revenue Account (HRA) has deteriorated 

significantly. This reflects the current and future levels of expenditure needing to 
be incurred, which became apparent following the transfer of functions from the 
TMO to the Council as a result of the fire at Grenfell Tower.    

 
2.2 During the 4 years 2016/17 to 2019/20, Councils were required to reduce rents by 

1% each year. This unexpected Government announcement significantly impacted 
on the HRA Business Plans of many local authorities. From April 2020, Councils 
are able to start increasing rents again. Our plans are set out in section 11.    

 
2.3 However, the impact of Brexit on the HRA continues to be uncertain. Of particular 

concern are the potential implications on inflation (e.g. materials or other building 
costs), labour supply, interest rates and land values.           
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3. Housing Strategy and Asset Management of the Stock 
 
 Housing Strategy  
3.1 In December 2019, the Leadership Team agreed the Kensington and Chelsea 

Housing Strategy (2019-22). This final version reflects the feedback received from 
the consultation and engagement that has taken place since the publication of the 
draft strategy in July 2019. The Strategy is a cross-Council strategy which involves 
all Council departments, not just Housing services. It sets out a vision for Housing 
in Kensington and Chelsea and provides a framework for the development of 
Housing policies, plans and new initiatives across the Council. 

 
 Asset Management Strategy  
 
3.2 After the Grenfell tragedy, the Council made a public promise not to take anyone’s 

home away. Therefore, all of the Council’s residential stock will be retained for the 
foreseeable future and should be brought up to an acceptable standard.  

 
3.3 Stock condition surveys have recently been undertaken which have clarified the 

level of investment required. Clearing the backlog and making the appropriate level 
of investment has become the primary focus of the Council’s on-going approach to 
Asset Management across its Housing stock.  

 
3.4 As part of the major works delivery, opportunities to deliver additional properties 

will be sought. An example of this may be to examine blocks that are due to have 
their roofs renewed and to assess the feasibility of building additional storeys. Any 
additional homes should then help to improve the HRA financial outlook over the 
medium to longer term.    

 
4. Current Stock – Investment Requirements 
 
4.1  This Business Plan concentrates on the years 2019/20 to 2025/26. Table 1 shows 

the proposed investment over the whole stock, excluding Lancaster West estate. 

These figures allow for inflation and include provision for delivery. 

 

  Table 1: Proposed Investment (outturn prices)   

  

2019/20 

£’000 

2020/21 

£’000 

2021/22 

£’000 

2022/23 

£’000 

2023/24 

£’000 

2024/25 

£’000 

2025/26 

£’000 

Total 

£’000 

14,000 24,900 47,400 46,300 45,700 46,200 43,100 267, 600 

 

4.2 The figures in table 1 will be refined as the Council develops its delivery strategy 

and as the results of the additional surveys are known. Further details are set out 

in Appendix 1. 

 

4.3 A provisional schedule of works is on the Council’s website so that residents have 

an idea of which year they are likely to receive work. Before works are started, a 
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detailed property survey will be carried out. The plans are also subject to budgets 

being available. Start dates could therefore change and the programme information 

on the website will continue to be updated.     

 
4.4 The shape of the spend to deliver the seven-year Housing capital investment 

programme, as reported to Leadership Team in February 2019, showed 2019/20 
as a transition year, with a spend of £25m, then the three subsequent years 
showed a spend of £50m per year and the final three years of the programme 
had a reduced spend of £30m per year. The anticipated spend now being 
reported has a different profile. It shows a two-year transition period, followed by 
five years of spend at approximately £45m per year. 

 
4.5 Traditionally the annual capital spend on the Council’s housing stock was in the 

region of £10-£15m, which was insufficient and caused a large backlog of work to 
build up, as identified in the stock condition survey of 2018. This resulted in a 
seven-year capital investment programme, with 2019/20 as year one.  Because of 
the high need for investment, the level of spend was higher in years 2, 3 and 4 of 
the programme.  However, to get to a position where the Council can spend 
£50m a year, a transition had to take place whereby a supply chain of contractors 
and consultants were procured, more staff were recruited, and sufficient 
information systems were installed.  

 
4.6 This transition has taken longer than expected.  The spend profile has therefore 

been adjusted and shows a spend of £25m in 2020/21 (year 2), and a spend of 
approximately £45m per year in the remaining five years of the seven-year 
programme.   

 
4.7 Another way in which the anticipated spend has changed is that the anticipated 

spend for fire doors and FRA actions has been combined into a single spend 
category called ‘fire related’.  This spend is prioritised and will complete at the end 
of year 3 (2021/22).  

 

     

5. Lancaster West Estate 
 
5.1 The Council recognises that the Lancaster West Estate is in need of extensive 

refurbishment work. Following initial studies by cost consultants it became clear 
that the original budget provision of £30m was not sufficient to deliver a high-
quality refurbishment programme that meets the needs and aspirations of 
Lancaster West residents.  

 
5.2 As a result, at its meeting in July 2019, the Leadership Team increased the 

budget for the Lancaster West refurbishment to £57.9 million. This is being 
funded through Government funding and Council contributions which are a 
combination of HRA and General Fund resources. 
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5.3 This increase in budget will allow us to replace windows so that every home on 
Lancaster West benefits from double-glazing, modern heating, hot water and 
ventilation solutions, and new kitchens and bathrooms for the majority of tenants.  

 
5.4 All costs associated with this scheme will need to be met from this budget. This 

includes both the costs of engaging consultants and directly employing staff 
engaged in the project.  

 
5.5 A refurbishment programme has been prepared that sets out key milestone stages, 

estimated timelines and resident engagement.  
 
5.6 The assumed budget profiling at this stage is:  
 

                    £’ 000 

2018/19 700 

2019/20 2,500 

2020/21 17,500 

2021/22 15,000 

2022/23 22,200 

Total 57,900 

 
  
6. Environmental Improvements 
 
6.1 In addition to the budget for investments required to the stock and the refurbishment 

programme for Lancaster West, provision of £650,000 is being made to fund locally 
agreed Environmental Improvements.   

 
7. Fire Safety 
 
7.1 The Council continues to work towards improving fire safety for the  benefit of all 

residents. 
 
7.2 The Housing Management Department has created a dedicated fire safety team 

to deal with all aspects of strategic and operational fire safety.   
 
7.3 Aspects of strategic fire safety include: 
 

 Production and implementation of the housing management fire risk 
management system (FRMS) a subset of the RBKC Fire Strategy which 
highlights 17 areas of focus; 

 

 Reviewing and responding to recommendations from the Grenfell Inquiry; 
  

 Continuing to review any potential requirements for sprinkler installation by 
supporting a pilot installation in a sheltered scheme and a high-rise building; 
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 Ensuring the Council continues to listen to and consult with its residents on fire 
safety matters through but not limited to the Resident Safety Panel, established 
earlier this calendar year; 

 

 Continuing to work with a new fire risk assessment provider to produce an 
executive summary of each fire risk assessment to make publishing the 
assessments on the website more straightforward; 

 

 Fire training programmes for staff and interested residents to enhance their 
knowledge and enable them to carry out fire safety duties more effectively;  

 

 The continued quality checking of all fire risk assessments; 
 

 Working to secure BAFE SP205 accreditation for RBKC (a third party UKAS 
accredited scheme to demonstrate competency in the management of fire risk 
assessments); and 

 

 Development of Employers requirements and specifications to support new 
build and refurbishment programmes of work. 
 

7.4 The Council is investing heavily in fire safety and is currently procuring services 
and works in this area. This includes the following: 

 

 Replacement of flat entrance doors, communal doors, landing doors and 
screens that need to be replaced with fire safe door sets where required; 

 

 Spending £1.6m on wet risers over the next three years;  
 

 Installing fire alarm systems into flats and communal areas in some properties 
following recommendations from fire risk assessments.  Additional provision of 
£4m is being made over the next three years to fund this and other work 
recommended from Fire Risk Assessments; and 

 

 Responding to the initial Public Inquiry by commencing implementation of the 
recommendations before legislation is introduced. 

 
 
8. Greener Housing   
 
8.1 The Council is committed to incorporating measures into its stock investment 

programme that reduce the environmental impact and promote efficient use of 
energy. The three main strands of this commitment that are being reflected in the 
forthcoming investment programme are: 
 
(i) Communal Heating and Hot Water Systems  
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The Council is proposing to make a very significant investment over the next 
four years on communal heating and hot water systems. Old inefficient 
boilers will be replaced with modern condensing boilers with ‘A-star’ ratings. 
Some of these will have ‘boiler-plus’ controls, which means the boiler 
temperature is moderated by the outside temperature, thus reducing energy 
usage. Where communal systems are to be replaced, rather than replacing 
like for like, the Council is committed to carrying out a feasibility exercise and 
where advisable, installing a newly designed system that in turn will reflect 
modern expectations around reduced energy usage. 
 

(ii) Lighting   
Where communal lighting is renewed, there is a commitment to use more 
energy efficient forms of lighting, which should in turn, result in reduced 
energy bills. 
 

(iii) Insulation  
There is an extensive programme to replace roofs, doors and windows, 
totalling more than £100m over seven years. Where these components are 
replaced, the best insulation qualities available within the approved budget 
will be provided. This in turn will help reduce energy usage. 

 
8.2 The Council is determined to work to reduce fuel poverty for its residents and to 

ensure that all planned stock investment work reflects this ambition as much as 
possible, within existing physical, technical and financial constraints.  
 

8.3  To draw together the strands of work within the capital delivery programme into a 
decarbonisation action plan, the Council is in the process of recruiting an in-
house energy manager, who will oversee the following functions: 
 

 Review all existing data on stock condition and component condition; 

 To identify potential external funding opportunities; 

 Undertake a gap analysis of available data and plan for the collection of 
further data if necessary; and 

 To develop an Energy / Decarbonisation Action plan, providing clear 
structure and direction for investment, quick wins and longer-term 
objectives.  

 
8.4 The work will be undertaken in two stages: the first being the assessment of 

available data and the policy review, which would identify the Council’s position on 
the energy management progress map and show the scale of the roadmap ahead. 
The second stage would be to identify a holistic plan of medium to longer term 
actions. 

 
 
9. IT Developments 
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9.1     The current Housing Management solution, utilised by Housing Management, 
consists of a number of different systems, and as such, relies on numerous, 
complex integrations in order to offer a somewhat sub-optimum provision to staff 
and residents alike. An additional complexity to this is that the Housing 
Management System utilised by the Council’s Housing Needs Team, whilst 
provided by the same supplier as Housing Management’s, consists of different 
modules and sits on a different environment and platform. Even though the 
systems are supplied by the same Company, the complexity is increased, as they 
cannot easily be combined into a single provision without some considerable 
effort. 
 

9.2     A new Housing Management system will consolidate all those systems into a 
much simpler technical solution, providing for far easier management, 
maintenance and support. Consolidation will also help create a more seamless 
information flow between service areas, leading to fewer outages and issues and 
consequently greater efficiencies. Furthermore, current Housing Management 
Systems are much more akin to the way people live and work today, enabling 
residents and staff to access the information they want, when they want, where 
they want and through whichever medium or device that is most effective for their 
needs. A new Housing Management system will need to provide a digital solution 
that is customer centric, designed to support self-service and provide the 
capability to meet our mobile working aspirations. 

 
9.3 The agreed approach is to integrate the main line of business IT system across 

Housing Needs and Housing Management by migrating Capita Academy Housing 
to the Capita Open Housing System, including awarding the contract to Capita. The 
overall cost of this integration project is estimated to be £700,000. It is assumed 
that around £650,000 of this will be capitalised. Whilst, it is anticipated that some 
of these costs may be chargeable to the Council’s General Fund, most will need to 
be met from the Housing Revenue Account (HRA).  

9.4 During 2020, the Digital Transformation Programme for Housing will commence, 
and will be a continuous element of the IT service.  There will be a series of 
projects to significantly improve online access to housing services, information 
about our services, and a modern way of engaging with residents. These projects 
will involve technical costs (software and hardware) and human resource costs, 
although not yet quantified. These projects will support long-term efficiencies and 
improved service delivery. 

 
10. Delivery of New Homes 
 
10.1 As a result of the pressing need for new homes, including social rent homes in 

the Borough, an assessment was undertaken in 2018 to examine the 
opportunities for development on land owned by the Council without loss of any 
existing homes. 
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10.2 As a result, the Council is proposing to build 600 new homes on Council owned 
sites, of which at least 300 will be for social rent. 

 
10.3 The five initial Stage One sites are:  
   
    175-177 Kensal Road 
    Acklam Road 
    15-17 Hewer Street 
    54 St Helens Gardens 
     
10.4 Design proposals have been produced for the sites and public consultations have 

been undertaken. 
 
10.5 The procurement strategy will be agreed in February. The expectation is that the 

Council will manage the construction of the properties.      
 
10.6 The first properties will become available over a number of years, with the first 

being scheduled for later in 2021/22. 
 
10.7 The impact on the HRA is not reflected in the forecasts set out in this Business 

Plan. However, the tenure mix will ensure that the impact is financially positive 
for the HRA.       

 
10.8 Other sites have been identified which will be the subject of further evaluation and 

could form part of the future phases of the programme. 
 
   
11. Financial Outlook for the Housing Revenue Account  
 
11.1 The standard approach is to look at expenditure and income cash flows over a 

30-year period, with more certainty being given to the early years. A base position 
has been produced, but to do this a number of key assumptions have been made 
which are set out in the following paragraphs. 

 
 Rent Policy 
 
11.2 The Welfare Reform and Work Act required social rents to be reduced by 1% per 

annum over 4 years 2016/17 to 2019/20.  
 
11.3 From April 2020, rent setting needs to comply with the new rent standard which 

has been issued by The Regulator of Social Housing. This will allow rents to 
increase by up to 1% above CPI. The CPI at September 2019, which is the index 
used to set rents, is 1.7%.  

 
11.4  Given the financial outlook for the HRA, see below, it is proposed that rent 

increases are set at the maximum level permitted i.e. 2.7%. However, there are 
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constraints in the new rent standard which means that in some cases the actual 
rent increase will be lower. 

 
11.5  The government’s rent policy sets out how it expects social rents to be set. It then 

states that local authorities should have some discretion over the rent set for 
individual properties, to take account of local factors and concerns, in consultation 
with tenants. As a result, the policy contains flexibility for authorities to set rents 
at up to 5% above target rent. If applying this flexibility, providers should ensure 
that there is a clear rationale for doing so which takes into account local 
circumstances and affordability. However, the guidance gives no further details 
around this flexibility. During 2020, officers will explore this option further with a 
view to advising whether increasing rents in this way is feasible.    

 
11.6 The Council’s commitment to meeting climate change targets will impact on HRA 

budgets, at this stage the financial implications are not yet clear. However, 
increasing rents in this way could provide a contribution towards these additional 
costs. This will be considered during 2020. 

 
 Tenant Service Charges     
  

11.7 Charges for 2020/21 are being increased by 1.7%, which is in line with inflation.      
 
11.8 During 2020, a review of the current methodologies and processes for determining 

tenants’ service charges is to be undertaken. This may determine ways in which 
income from service charges could be increased. Almost all elements within a 
tenant’s service charge are eligible for Housing Benefit. Therefore, households 
currently in receipt of housing benefit could expect to see most increases in their 
service charge covered by Housing Benefit.   

 
11.9 A paper setting out options to increase both rents and service charges, as 

described above, will be brought to tenants during the year. This will enable 
decisions regarding such increases to be taken prior to the setting of the 2021/22 
budget. 

         
 Debt Financing 
 
11.10 The overall level of HRA debt is currently £210.164 million. 
 
11.11 The Housing Revenue Account has historically funded most of its debt through 

fixed term loans with the Public Works Loan Board. As these loans have ended, 
the associated debts have been funded through use of the Council’s cash reserves 
within the General Fund. However, given the significant change in the Council’s 
financial position, this approach is unsustainable and some of the debt will need to 
be refinanced through use of external loans.  

 
11.12 Decisions will be made in accordance with the Council’s Treasury Management 

Policy which is delegated to the Executive Director for Resources and Assets.  
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11.13 With the level of investment required over the next 7 years, no provision to repay 

debts has been assumed in the modelling. This approach is similar to that taken by 
other authorities but will be kept under review.   

 
 Inflation   

 
11.14 Most inflationary increases are linked to the Consumer Prices Index (CPI). The 

model assumes CPI to be 1.7% throughout the 30-year period. However, the 
possibility of higher inflation cannot be ruled out. 

    
 Forecast Surplus   
 
11.15 Based on the above assumptions, the level of accumulated HRA surplus over the 

next 7 years is as follows: 
 

 Balance 
£000’s 

March 2019 14,690 

March 2020 13,139 

March 2021 14,308 

March 2022 15,682 

March 2023 21,806 

March 2024 28,682 

March 2025 36,383 

March 2026 44,862 

 
 
11.16 The above allows for provisions for depreciation in accordance with accounting 

standards. However, no further revenue contributions to fund capital expenditure 
are included. 

 
11.17 It would not be considered prudent for the level of working balance to reduce 

below £5 million. On this basis, over a 7-year period, a transfer of revenue funds 
of up to £39.9m could be considered for capital financing purposes. 

 
12. Funding the Capital Programme  
 
12.1 Within the HRA, the proposed Capital Programme comprises the following 

elements: 
 

Stock Investment   
Lancaster West Refurbishment 
Environmental Improvements 
IT Developments 
Fire Safety 



14 
 

 
12.2 Over the 7-year period (2019/20 to 2025/26), current plans are expected to cost 

in the region of £334m. It is inevitable that other demands on capital resources 
will arise and will either need to be funded or schemes will need to be prioritised. 

 
12.3 The various funding sources are considered in the following paragraphs. 
 
 Capital Receipts        

 
12.4 As at April 2019, uncommitted capital receipts that were available for housing 

purposes amounted to £28.8m. Most of these have arisen from either leasehold 
extensions or the Right to Buy regime (excluding those under the 1-1 replacement 
regime which are currently subject to separate rules). 

 
12.5  Further receipts arising from leasehold extensions should also be anticipated, 

although forecasting the value of these is difficult. In the current year receipts 
totalling around £1.3m are anticipated, for future years a working assumption of 
£2m a year has been made. 

 
12.6 As part of last year’s HRA Business Planning process, it was also agreed to 

allocate £50 million of non-housing capital receipts to fund the HRA Capital 
Programme. Whilst this is still the Council’s intention, the level of receipts 
anticipated is not yet clear. The modelling in this report assumes General Fund 
receipts totalling £30 million will be available, this is considered to be a more 
prudent approach. 

 
 Lancaster West – Specific Funding        
 
12.7 The Government provided grant funding of £24.9 million towards the 

refurbishment of Lancaster West. 
 
12.8 In addition, Council resources totalling £33 million were identified which enabled 

the scope of the project to increase. This included HRA borrowing of £15 million.   
 

 Leaseholder Contributions 
 

12.9 The charges to leaseholders for works undertaken to their properties would be 
calculated in accordance with their lease. However, for many leaseholders the 
level of charges would be greater than those raised in recent years. 

 
12.10 The delivery of these works ought to result in some savings in service charges, 

through lower revenue maintenance requirements and lower heating bills.  
 
12.11   Charges and payment arrangements would be in accordance with the delivery 

standards for Leaseholder Services which were agreed by the Leadership Team 
in September 2018. Consideration could also be given to introducing sinking 
funds, although such an arrangement would require extensive consultation. 
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12.12 Over the 7-year period, recharges to leaseholders are estimated to be in the 

region of £32.5million.  
 
 Revenue Contributions 

 
12.13 As shown in section 11, revenue contributions of up to £39.9 million could be used 

for capital financing purposes over the 7-year period. These would be in addition 
to the funding supported by depreciation provisions totalling £23 million.  

 
12.14 The overall revenue funding could then be £62.9 million over the 7 year period.  
 
 
 
 
 

Total Capital Resources   
 
12.15 The total value of capital resources over the 7-year period (excluding borrowing) 

is then assumed to be in the region of £210 million. This comprises: 
    
 Capital Receipts        £72.1 million 

 Lancaster West – Specific Funding    £42.9 million   
  Leaseholder Contributions     £32.5 million 

 Revenue Contributions      £62.9 million 
 
 TOTAL        £210.4 million 

 
 
13. Options to address the Funding Gap   
 
13.1 The above section shows that a funding gap of £124 million over the 7-year period 

is currently envisaged. Possible ways of closing this funding gap are set out 
below.    

 
Setting a Lower Investment Budget  

 
13.2 In theory a lower budget could be set, although the Council has already committed 

to funding a capital programme that was shown to be necessary following the 
stock condition surveys. This amounted to £267 million over 7 years, excluding 
Lancaster West.   

 
 Efficiencies 

 
13.3 It is good practice to regularly seek to identify efficiencies, whilst maintaining or 

improving standards. 
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13.4 Now that the future management arrangements for the Council’s stock have been 
agreed, more streamlined structures are being developed in house. Recruiting 
staff on permanent contracts, rather than expensive interims is already leading to 
some savings. The Business Plan assumes that further savings will arise in this 
way. 

 
13.5 From April 2019, the responsive repairs service has been directly managed by 

the Council. A new structure is being put in place, which over time should result 
in efficiencies as processes are streamlined and financial controls are enhanced. 
The Business Model has made assumptions about the savings that should be 
anticipated. 

 
 Sale of Vacant Properties 
 
13.6 In March 2015, Cabinet agreed the Housing Revenue Account Assets Disposal 

and Conversion policy. This policy allows properties assessed as not being 
financially viable to be sold. Three properties have been sold under this policy, 
the capital receipts arising from these sales amounted to £5.4m. Other properties 
meeting the criteria of the policy may be identified. 

 
13.7 However, in order to generate capital funds, the disposal policy could be reviewed 

to enable greater income from sales to be achieved.  
 
13.8 The level of receipt will depend upon whether the property sold is replaced by one 

of lower value or whether the actual number of properties is reduced. 
 

Use of Borrowing    
  
13.9 In October 2018, the Government removed the HRA borrowing cap which had 

previously limited an authority’s level of borrowing. 
 
13.10 Local authorities are now able to increase borrowing levels for housing purposes, 

provided they can afford to service the loans. 
 
13.11 The investment requirements set out in section 4 are effectively capitalised 

repairs. Whilst these programmes will help to maintain current assets, they do not 
result in any additional homes being developed. 

 
13.12 In determining whether to borrow to fund capitalised repairs, consideration should 

be given to the authority’s ability to repay the loan. For each £1 million we borrow, 
annual capital financing charges of around £40,000 need to be assumed. 

 
 Proposed Approach 
 
13.13 It is likely that some savings will arise from efficiencies and reviewing charges. 

However, the Business Model already makes assumptions regarding savings 
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from both the cost of management and the repairs service. It is difficult to predict 
at this stage the level of any additional savings. 

 
13.14 Given the Council’s commitment to not sell off homes and to increase the number 

of social rented homes, selling homes to fund the cost of capitalised maintenance 
is not considered appropriate at the current time.     

 
13.15 To close the funding gap would therefore require additional borrowing starting in 

year 2021/22, however over the 5-year period funding of around £11 million would 
be needed to fund the additional capital financing charges. This in turn would 
reduce the resources available in the working balance to directly fund capital 
expenditure. This could increase the level of borrowing up to £135 million.  

 
13.16 The annual capital charges arising from borrowing of £135 million will clearly 

depend upon interest rates at the time of borrowing. A working assumption is that 
the annual costs of this additional borrowing would be in the region of £5m million.        

 
13.17 Section 11 shows that towards the end of the 7 year period, annual surpluses 

(before these additional charges or capital funding) are expected to be around 
£8.5 million. The additional capital financing charges could therefore be funded 
but would reduce the level of revenue funding which would be available for capital 
purposes after the 7 year period.     

   
14. Delivery 
 
14.1 Undertaking the level of investment outlined in this report would require a 

significant increase in the capacity of the Capital Projects Team. This would 
require additional staff, improved processes particularly in relation to leaseholders 
and improvements to our IT functionality. The costs shown allow for these 
changes. 

 
15.  Resident Engagement  
 
15.1 The Council has been working closely with residents to establish a culture of 

openness and transparency in the governance of the stock and the provision of 
the Housing service. Much progress has been made, although it is recognised 
that this is an ongoing process.     

 
15.2 As the works are delivered, there will be scheme-based consultation from an early 

stage, so that residents are fully informed about the plans to carry out work where 
they live and so that they all get the opportunity to be involved.   

 

16. Risks 

16.1  The economic outlook for the UK is extremely uncertain, especially given the 
current position regarding the BREXIT negotiations. For example, if interest rates 
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were to increase by 1% then over the 7-year period the impact on the working 
balance would be around £8 million. 

16.2 Based on experience in other authorities, the roll out of Universal Credit is likely 
to result in higher levels of tenants’ arrears. Some additional staff are being 
engaged to support this change, however, the close monitoring of the situation 
will be needed. 

16.3 Delivering a much greater Capital Programme presents a significant risk to the 
service. To mitigate risks, robust governance arrangements need to be in place, 
together with sufficient high quality staff.    

16.4 A higher value Capital programme will lead to increases in charges to 
leaseholders. Failure to collect income that is due could result in budget 
reductions being required in subsequent years. Appropriate procedures and 
processes must therefore be in place to ensure that any loss of income is 
minimised.  
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 Appendix 1 

 

 
 
 
 

 
 
 

 
 

 
 
 

 
 
 
 

2019 2020 2021 2022 2023 2024 2025 Total

Aids and Adaptations 656,408 850,000 745,033 760,678 776,653 792,962 809,614 5,391,348

Building Envelope 1,481,935 4,708,480 26,067,832 25,322,519 22,943,063 25,699,046 23,800,969 130,023,845

Capitalised Repairs 511,565 500,000 532,166 543,342 554,752 566,402 578,296 3,786,522

Capitalised Voids 1,023,130 1,000,000 1,064,332 1,086,683 1,109,504 1,132,803 1,156,592 7,573,044

Commercial Properties 20,198 23,061 65,295 66,666 68,066 69,495 70,955 383,736

Common Lighting and Electrics 838,495 1,312,703 464,269 208,315 230,327 209,187 72,989 3,336,285

Communal Heating and Water 785,237 2,070,568 8,141,422 8,010,346 7,909,383 5,376,939 5,922,366 38,216,261

External Works 111,719 23,061 748,747 450,869 734,901 260,898 807,324 3,137,519

Fire Related 4,285,674 9,099,335 5,239,706 0 0 0 0 18,624,715

Individual Heating 777,151 750,000 798,249 815,012 832,128 849,602 867,444 5,689,587

Individual Electrics 163,785 156,745 323,112 329,898 336,825 343,899 351,121 2,005,385

Kitchens and Bathrooms 0 0 0 5,620,932 7,899,916 8,470,737 5,583,931 27,575,515

Lifts 2,053,519 3,215,296 2,193,796 2,004,799 1,246,893 1,354,758 1,976,988 14,046,049

Staff + Equipment Costs 1,270,000 1,230,000 1,011,116 1,032,349 1,054,028 1,076,163 1,098,762 7,772,419

Total 13,978,817 24,939,250 47,395,075 46,252,409 45,696,437 46,202,891 43,097,351 267,562,231
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