











Appendix 13

HOUSING REVENUE ACCOUNT BUDGET 2007/08

BACKGROUND TO HRA AND HRA SUBSIDY

1. The main features of the financial regime for housing finance introduced on the 1st April 1990, as amended for 2007/8, are:-

a) the ringfencing of the Housing Revenue Account (HRA)

b) a HRA subsidy which is calculated by reference to a notional account broadly comprising management and maintenance costs and capital on one hand and income from rents and interest on receipts on the other.  Subsidy supports the difference between notional costs and income.  Some of the sums involved are notional and are not the same as those recorded in the actual HRA.

Subsidy entitlement =

Management costs
- based on DCLG assessment of what each authority will spend

+

Maintenance costs
- based on DCLG assessment of what each authority will spend

+

Major Repairs Allowance
- based on DCLG assessment of long term capital spending required to maintain the housing stock in its current condition



+

Charges for Capital
- covers interest charges on the subsidy capital financing requirement, actual costs of premiums and discounts and estimated debt management expenses


+

Rental Constraint Allowance
- payment of compensation which reflects the impact of the 5% cap on average rent increases.


-

Guideline Rent income
- a notional average rent multiplied by the specified number of dwellings net of an allowance for voids.


- 

Interest on Receipts


- interest on Right to Buy mortgages

DCLG presets the majority of data used in the calculation of subsidy before the start of the financial year.  However, this policy has not been applied to the Rental Constraint Allowance as DCLG have not had access to audited figures due to this being a new element of the subsidy calculation.
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2.
The main features of the 2007/08 HRA Subsidy Determination compared to 2006/07 are set out below.

	 
	   2006/07
	    2007/08
	Variation

	 
	          £
	          £
	          £

	 
	 
	 
	 

	Management Allowance
	15,306,197
	15,515,723
	209,526

	 
	 
	 
	 

	Maintenance Allowance
	27,126,288
	27,148,993
	22,705

	 
	 
	 
	 

	Major Repairs Allowance
	16,270,299
	16,208,094
	-62,205

	 
	 
	 
	 

	Charges for Capital
	19,209,110
	19,450,503
	241,393

	 
	 
	 
	 

	Rental Constraint Allowance
	95,512
	809,726
	714,214

	 
	 
	 
	 

	Admissible Allowance
	11,252
	0
	-11,252

	 
	 
	 
	 

	Guideline Rent Income
	-67,401,666
	-70,305,647
	-2,903,981

	 
	 
	 
	 

	Interest on Receipts
	-10,876
	-7,581
	3,295

	 
	 
	 
	 

	Housing Subsidy Entitlement
	10,606,116
	8,819,811
	-1,786,305


