REPORT OF THE HEAD OF HOUSING AND DIRECTOR OF CORPORATE SERVICES

TO COUNCIL On: Wednesday 22nd February 2004

Subject: Housing Revenue Account (HRA) Rent Restructuring
______________________________________________________________

RECOMMENDATIONS: Approval is requested to:

1 
To approve a rent increase at the Council average rent level of £1.75 per week (53 week basis), £1.89 (49 week basis with effect from 1st April 2004 in line with year 3 of the rent restructuring plan (Appendix one refers).

2 
To approve the rest of the rent restructuring plan from year three onwards (Appendix one refers) for a three year basis, noting that it may be subject to annual refinement in line with government recommendations during consideration of further annual budget and rent reviews. The Lead Members for Housing and Corporate Services be authorised to agree such refinements. The plan will next be reviewed in 2006/07 in preparation for 2007/08. 

3 
To approve the proposed increases for service charges of 2.96%.

EXECUTIVE SUMMARY:

This report reminds Members of decisions previously taken on rent restructuring and seeks approval for the rent and service charges for 2004/05 and for the future HRA rent restructuring plan for the Council.

BACKGROUND DOCUMENTS:

Report to Council on the 19th February 2003.

Housing Revenue Account Subsidy Determinations 2004/05.

ASSESSMENT OF RISK:

Failure to increase the rent in accordance with the plan could jeopardise rent restructuring and convergence by 2012 and will lead to larger increases in future years.

Failure to increase the service charges will mean that income is not covering the cost of the service provided. 

THE SOURCE OF FUNDING IS:

Increase to the rent and service charge will allow the HRA to be self financing.

LEGAL ADVICE OBTAINED: Not required.

FINANCIAL ADVICE OBTAINED: 

Report prepared by Principal Group Accountant for Housing

CONTACT OFFICER: Nigel Dickens 0161 793 2585

WARDS TO WHICH REPORT RELATES: All

KEY COUNCIL POLICIES: Budget Strategy

1.
 Background

1.1 
Members are reminded that Cabinet on the 16th July 2002 approved a revision to HRA rent review policy to align it with the HRA budget process with effect from the 1st April 2003.

1.2 
Cabinet also noted policy objectives to:

· Maximise income to the HRA within Government guidelines

· Review rent levels and service charges annually

· Achieve incremental implementation of the Government’s rent restructuring proposals ensuring a fair and transparent system of rent increase and service charges.

· Ensure that the HRA is balanced in advance of each financial year.

· Ensure adequate consultation with tenants as part of the annual rent review policy.

1.3 
Members are also reminded that at the Council meeting of 19th February 2003 the rent restructuring plan was approved in principle.

2.
Rent Restructuring Plan
2.1
The plan that was approved in principle by Cabinet will allow if followed for rent to be restructured and convergence completed in accordance with Ministers’ timetables of ten years from the 1st April 2002.

2.2 
The plan shown at Appendix one is now in its’ third year of the ten and demonstrates that the Council will achieve convergence by 2012.

2.3 
Appendix two provides an indication of the effect at individual tenant levels in various bands.

2.4 
In accordance with the plan there needs to be an average increase to the rent of £1.75 per week. Members are reminded that 2004/05 has an extra rent week and that tenants are only charged for 49 weeks. As a consequence the average increase to the weekly billed amount will be £1.89.

2.5 
A comparison is provided at Appendix three for two bedroom houses and flats between the Council, the private sector and registered social landlords. It can be seen that even after the increases for 2004/05 the Council provides the best options.

2.6 
The amount of the recommended increase is lower than the amount in the plan previously reported to Cabinet; figure in previous plan was £2.03, to avoid a large increase impacting on one year. This has been subject to discussion in the Budget Strategy Group.

2.7 
To address this it has resulted in slightly larger increases occurring in subsequent years than those previously envisaged. However to ensure the plan is followed and that convergence is achieved the plan must now be adopted for the next three years, with any further review being undertaken in preparation for the 2007/08 process. 

3.
Service Charges

3.1 
The Government through its’ consultation has allowed Authorities to increase their service charges by a maximum of inflation plus a half percent. 


3.2 
Details are shown at Appendix four of the proposed increases and the number of properties affected by each of the charges.

3.3 
The increases will go a part way to offsetting the cost of the services as in certain areas costs will rise at a rate substantially greater than inflation.

4.
Financial effect of rent increase on HRA

4.1
Members will appreciate that the proposed increases for rent and service charge will have an impact on the overall financial position of the HRA.

4.2 
The rent and service charge recommendations included in the report have been incorporated into the budget report for 2004/05 which is included in the report for the revenue budget and capital programme elsewhere on this agenda.

4.3 
In summary the HRA budget is as follows:


HRA ACCOUNT 2004/05



EXPENDITURE


INCOME



Mgt. Repairs & Maintenance
£000
Gross Rent Income
£000

Management


25,921
Dwellings
69,677

Cont. to Housing Repairs A/c.
19,633
Shops and Other Rents
859

Contribution to Major Repairs Account
16,100
Fees, Tolls & Charges
4,523

Loan Charges


17,989
Interest Receivable
315

Contribution to bad debts
2,025
HRA Subsidy
8,513



Capital Programme Support
883



Contribution to Balances


1,336




83,887

83,887

4.4 
Members should note that the contribution to balances is the additional rent week and that this allows balances to be restored to the levels recommended by the Audit Commission of 3% and the discretionary transfer of £919k to General Fund for rent rebates.

5.
Conclusion
5.1 
Approval to the rent and service charge increases allows the rent restructuring plan to be followed to achieve convergence by 2012 and the HRA to be balanced.


6.
Recommendations
6.1
To approve a rent increase at the Council average rent level of £1.75 per week (53 week basis), £1.89 (49 week basis with effect from 1st April 2004 in line with year 3 of the rent restructuring plan (Appendix one refers).

6.2 
To approve the rest of the rent restructuring plan from year three onwards (Appendix one refers) for a three year basis, noting that it may be subject to annual refinement in line with government recommendations during consideration of further annual budget and rent reviews. The Lead Members for Housing and Corporate Services be authorised to agree such refinements. The plan will next be reviewed in 2006/07 in preparation for 2007/08.

6.3 
To approve the proposed increases for the service charges of 2.96%.

