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REPORT OF STRATEGIC DIRECTOR FOR SUSTAINABLE REGENERATION
TO THE LEAD MEMBER FOR HOUSING AND CUSTOMER AND SUPPORT SERVICES
FOR INFORMAL ON 26th October 2009
TITLE:
Reform of Council Housing Finance Consultation: Joint response from Salford City Council and Salix Homes.
RECOMMENDATION: That the Lead Member approves the proposed consultation response to feed back from Salford City Council and Salix Homes to Communities and Local Government. 
EXECUTIVE SUMMARY:

In July 2009. Communities and Local Government issued a consultation paper on how to dismantle the Housing Revenue Account subsidy system and replace it with a devolved system of responsibility and funding. Included in the paper issued to local authorities was a list of questions that require response to CLG by 27th October 2009.
Since the consultation paper was released, the Housing Strategy and Finance divisions of the Sustainable Regeneration and Customer and Support Services Directorates have been working together, along with our ALMO, Salix Homes, to formulate a response that is in the best interests of all parties including tenants.
Whilst in favour of the proposed changes, it is felt that further clarity is needed in relation to some of the proposals in order to make an accurate assessment of the potential financial impact of the reform, with particular questions being raised around the areas of:
· PFI and ALMO funding

· Meeting tenant expectations
· Future borrowing constraints for new builds

· Reallocation of debt and future debt

The response needs to be with Communities and Local Government by the 27th October and will also require political approval by the Lead Member before submission.

BACKGROUND DOCUMENTS: (Available for public inspection)

Reform of council Housing Finance Consultation Paper

Housing Quality Network Briefing Paper

Trowers and Hamlins Briefing Papers

Chartered Institute of Housing Briefing

KEY DECISION:
NO 
DETAILS: 
On July 21st, Communities and Local Government (CLG) published its consultation paper Reform of Council Housing Finance, following a review that aimed to find a long term, sustainable solution to improve or replace the current Housing Revenue Account Subsidy System that would be fair to both tenant and taxpayer and fit with wider housing policy. 

With the current finance system being complex, making it difficult for authorities to make long-term plans, CLG proposes to ‘dismantle the Housing Revenue Account Subsidy system and replace it with a devolved system of responsibility and funding’, resulting in a more transparent system and greater flexibility in finances for authorities. 

The consultation paper has been issued nationally and Salford City Council, as the local authority, has received the paper but has worked with Salix Homes to formulate a response that is in the best interests of all parties including tenants. 
A working group of officers from the council and Salix Homes met in September to consider the implications of the paper and representatives have attended a North West ALMOs finance meeting to consider the implications for the region. The outcomes and views gathered from these various groups and sessions has been assessed and tailored into the proposed response from the council to CLG. 
Alongside the above the various consultancy agencies and experts in the housing field have prepared commentary on the paper and proposed responses and these have also been taken into account in the attached document.
The over-riding principle behind the proposal is supported but without specific details it is difficult to assess the actual financial impact, but change to the previous system is required and needed. The details are contained in the attached appendix but the main headlines are:

· There needs to be clarity over financial treatment of the future PFI scheme so that it is outside the calculations of the debt that can be supported through self financing. Similarly confirmation of the treatment of the ALMO funding is required.

· The proposed treatment of Major Repairs Allowances fails to take into account tenant expectations and uses Decent Homes Standard as a minimum, without considering backlog issues. Funding should be linked to stock condition surveys.

· If there are future controls over borrowing even under self financing then this could stifle new build where the rental income streams fund the borrowing.

· Further clarification is needed on how debt redistribution will be achieved and any future debt needs to be ring fenced within the HRA and kept separate to the council’s General Fund debt.

Appendix 1 – Proposed response to the consultation paper from Salford City Council and Salix Homes to CLG.

KEY COUNCIL POLICIES: N/A
EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:-  None required
ASSESSMENT OF RISK:

Low as a direct result of this report, but strategically, the reforms of council housing finance will need to be carefully considered going forward as the proposed changes are likely to significantly alter current financing arrangements.
SOURCE OF FUNDING:  None required.
LEGAL IMPLICATIONS 
None directly from this report.
FINANCIAL IMPLICATIONS (Supplied by Finance Manager)

None directly from this report however the outcome of the consultation is likely to have a significant impact on funding and financial management going forward. Any change will require a huge initial redirection of resources and therefore incurred costs. Financial sustainability will also depend on debt interest management.  
OTHER DIRECTORATES CONSULTED: None required.
CONTACT OFFICER: Lisa Jones

TEL. NO. x 8729
WARD(S) TO WHICH REPORT RELATE(S): All wards.
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