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REPORT OF THE HEAD OF HOUSING SERVICES


TO: THE LEAD MEMBER FOR HOUSING on 4TH NOVEMBER 2004


TITLE: HRA Budget monitoring report to September 2004

RECOMMENDATIONS:


1. That the lead member for Housing notes the position of the HRA as at the 30th September 2004 and receives further reports throughout the year when continuous monthly monitoring has been performed.



EXECUTIVE SUMMARY:

This report details the current position for the 2004/05 Housing Revenue Account Budget.


BACKGROUND DOCUMENTS:

(Available for public inspection)

Budgetary Control File

Financial Information from SAP


ASSESSMENT OF RISK:

	Failure to monitor the Budget and instigate appropriate actions of findings can lead to significant over/underspends in 2004/05 that will affect the financial health of the City Council.




THE SOURCE OF FUNDING IS:

	Not applicable as the report is commenting on the financial position.


LEGAL ADVICE OBTAINED:

	Not required for this report.


FINANCIAL ADVICE OBTAINED:

	Report prepared by the Group Accountant for Housing


CONTACT OFFICER:

Joanne Hardman 0161 922 8792


WARD(S) TO WHICH REPORT RELATE(S):

All


KEY COUNCIL POLICIES:

CITY COUNCIL REVENUE BUDGET 2004/05


DETAILS (Continued Overleaf)

1.0 
Housing Revenue Account 2004/05

1.1
The current projections are based on the position, as at 30th September 2004. These were discussed at Housing Senior Management Team on 20th October prior to consideration by Lead Member today.

1.2
The HRA budget is summarised below: -

	 
	2004/5 Budget

	
	             £                                

	
	

	Strategy General
	1,030,000

	Central Internal Recharges
	2,513,650

	NPHL Management Fee
	17,292,040

	NPHL Management Fee Repairs
	2,789,470

	Housing Repairs
	19,632,540

	Major Repairs Allowance
	16,100,500

	Provision for bad debts
	2,024,760

	Other costs including SLAs
	2,296,460

	Loan Charges Interest
	17,989,100

	Revenue Contribution to Capital
	882,850

	Transfer to General Fund
	919,000

	Contribution to Balances
	416610

	Expenditure
	83,886,980

	
	

	Dwellings Rents
	69,676,820

	Other income
	5,381,950

	Housing Subsidy
	8,513,210

	Interest Receivable
	315,000

	Income
	83,886,980

	
	

	NET POSITION 
	0


1.3
Current areas of concern are highlighted below: -

1.3.1
Council Tax on Void properties The HRA incurs costs in respect of council tax for empty properties.  Currently, there is an adverse variation of £207,000 against this budget.  Salford Direct are to provide details of expenditure to allow further investigation – it is anticipated that further credits will be available to offset a large part of the overspend.

1.3.2
Dwellings Rent NPHL provide information concerning the levels of occupied stock and the rental charges made to tenants.  To week 28 (of 49), there is an adverse variation of £299,245.  This is partly due to the level of RTBs being higher than anticipated when the budget was drawn up.  The full year forecast provided by NPHL is approximately £524,000.  This variation should be offset by a reduction in the contribution made to the bad debt provision at year-end.  The contribution made to the provision each year is based upon a % of former and current tenant arrears at year-end.  Projections provided by NPHL, based upon the current levels of arrears, suggest that the contribution may be reduced by an equivalent amount.  However, close monitoring is required to assess whether the downward trend in rental income is to continue.

1.3.3
Shop Rents Based upon half-year receipts, there is an adverse variation of £29,000 in respect of shop rents.  Historically, adverse variations were evident in 2002/3 and 2003/4.  Development Services are to provide further analysis on the reason for the variation and this will need to be considered when the approximate budget is determined.

1.3.4
Service Charges In line with the service charge receipts in 2003/4, there is a favourable variation in respect of service charges.  To date, the total variation is £301,000 across a range of charges eg mobile and resident wardens, supported tenancies and manned security.

2.0 
Other Issues

2.1
NPHL Management Fee

Monthly finance monitoring meetings are held with the NPHL Assistant Director (Finance and Admin).  Issues raised at these meetings include: -

· financial performance of NPHL in terms of impact upon the management fee

· operational issues 

At the latest meeting on 19th October 2004, it was confirmed that no change is anticipated in the level of the main management fee for 2004/5, apart from the issue of the surplus on the maintenance division.


2.2
Housing Subsidy

With the exclusion of the rent rebates element from the Housing Subsidy claim, the budget for housing subsidy in 2004/5 totalled £8.5m.  The second advance claim for 2004/5 has recently been completed and this suggests subsidy in 2004/5 will total £7.8m.  The reduction relates to a variation in the interest charges made to the HRA and this should be reflected in the loan charges made from general fund at the year-end.  

3.0 
Housing Repairs Account
3.1 Previously, concern has been expressed about the potential £1m overspend in respect of the housing repairs account.  The Budget Monitoring Report to Budget Scrutiny Committee on 6th October 2004 highlighted the potential overspend and indicated that further work would be done by NPHL to identify potential solutions.  As a result,

3.1.1
The potential overspend has been revised downwards to approximately £800,000.

3.1.2
A report is to go to the next meeting of NPHL’s Budget and Procurement meeting which will forecast a surplus of £500,000 in respect of the maintenance division DLO, mainly due to its day-to-day repairs work.  The report will propose an approach to the council seeking a reduction in the management fee to reflect this surplus and request a reinvestment of this £500,000 in the revenue repairs budget.  

3.1.3
Plans have been made to address the remainder of the overspend and details are awaited from NPHL.

3.2 Pending the approval of the Budget and Procurement Committee, a formal approach will be made to the City Council to reflect the above action. 

4.0 2005/06 Budget

4.1 As Lead Member is aware as part of the budget process for 2004/05 a transfer was approved as part of the overall Council budget of £919k from the HRA to the General Fund.

4.2 Lead Member should be aware that under the legislation for this transfer the transitional arrangements are such that 50% of the above amount can again be transferred to General Fund in 2005/06 and nothing thereafter.

4.3 Whilst consideration is being given to the HRA requirements for 2005/06 Lead Member needs to be aware of the above for when the wider Council budget is being discussed.

5.0
Conclusion
5.1
There are currently a number of areas of concern within the HRA budget. These are being monitored carefully and will be reflected in the revised approximate budget.   It is anticipated that, subject to close monitoring of the areas highlighted above, expenditure will remain within budget.

5.2
NPHL will shortly formalise proposals for dealing with the potential overspend on the Housing Repairs Account.

6.0
Recommendations
6.1
That the Lead Member for Housing notes the report and receives further regular reports for the remainder of the year.
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