	PART 1

(OPEN TO THE PUBLIC)
	ITEM NO.



REPORT OF THE HEAD OF HOUSING SERVICES


TO: THE LEAD MEMBER FOR HOUSING on 10th March 2005


TITLE: HRA Budget monitoring report to January 2005

RECOMMENDATIONS:


1. That the lead member for Housing notes the position of the HRA as at the 31st January 2005 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
Housing Revenue Account 2004/05

1.1
The HRA budget is summarised in appendix 1.  As detailed in the previous budgetary control report, this represents the approximate budget position of the HRA and are the figures included in the City Council’s report to March Council on the 2005/06 budget and projected out-turn for 2004/5.

1.2 
A large number of budget heads relate to year-end transactions and these have been entered based on the percentage of the year to date, however, of those items which are monitored on an on-going basis, the following comments can be made:

a) Stock Options

Whilst expenditure to the end of January suggests a minor underspend to date, a significant level of commitments remain against this budget to reflect the cost of on-going consultancy work and consultation. Further work is being undertaken to determine the call on this budget in 2004/5 and 2005/6.  

b) Other Income

There is a minor favourable variation of £28,973 in respect of other income.  This is due to a range of favourable variations across service charges. 

An exercise is to be undertaken to monitor the level of income from the various service charges against the costs of providing each service, this is because charges are only meant to cover costs and surpluses cannot be made.  High-level cost information has been received from NPHL; however, further details have been requested to enable the exercise to move forward.

c) Other Costs

As previously reported, the adverse variation in respect of other costs relates mainly to council tax on empty properties.  Refunds are still awaited to offset some of the additional costs, these have been currently charged against the budget.  Additionally, within this budget head are the payments to the Apple Tree Court TMO.  If it is not possible to claw back payments made to the TMO this budget will overspend.

d) Subsidy

The budget estimate is based upon updated information in respect of the Consolidated rate of interest and other loan charges.  A variation to date is evident due to the interest rate changing since the last claim for subsidy was made. It is anticipated that the year-end claim will reflect the current budget estimate thereby reducing this adverse variation.


2 Other Issues

2.1 NPHL Management Fee

The regular monitoring meetings with NPHL suggest that there will be no further variation in the management fee for 2004/5. 

2.2 Provision for housing officers re-grading appeal

An on-going pay dispute linked to National Grading appeals going back to 1997 led to a provision being established to meet the costs of the settlement of the claim.  This claim has recently been settled with initial estimates suggesting that the costs will be much lower than the provision.  This will be reflected in the outturn position of the HRA. 

2.3 Subsidy – audit of 2003/4 final claim 

The audit of the 2003/4 final claim has been completed with very few changes to the figures within the claim.  As in previous years, the full amount of the subsidy claim was not brought into the 2003/4 accounts.  An adjustment equating to 0.5% of entitlement (excluding MRA) is made to allow for any adjustments to the claim during audit.  A favourable variation is therefore anticipated, however, the Audit Commission did qualify the subsidy claim in respect of the calculation of the average interest rate applied to the subsidy capital charges. A response is awaited from the ODPM regarding any adjustment required to the final claim.  On this basis, the impact of the 2003/4 subsidy will be reflected in the outturn position of the HRA.

3
Housing Repairs Account 

3.1
Previously, concern has been expressed about the potential 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.  

3.2 
NPHL are reporting that the level of over-commitment is now £1.8m compared to £1.6m reported to the end of December 2004. Of this figure they are forecasting that £1.2 will relate to commitments raised in 2004/05 but the repairs will actually be carried out in 2005/06. Therefore there is still a further £600k that needs to be managed for the remainder of the year through the changes implemented previously by NPHL.   NPHL are currently reviewing the commitments to year end and will potentially slip a contract (value £450k) into 2005/6.  The figures at Appendix One whilst indicating an underspend are slightly misleading due to the Christmas closedown in the industry.

4
Conclusion

4.1
There are currently a number of areas of concern within the HRA budget.   However, it is anticipated that, subject to close monitoring of the areas highlighted above, expenditure will remain within budget.

5
Recommendations

5.1
That the Lead Member for Housing notes the report and receives further regular reports for the remainder of the year.
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	HRA BUDGET POSITION TO 31ST JANUARY 2005
	
	
	
	
	

	
	
	
	
	
	

	
	2004/5 Budget
	Budget to date
	Spend to date
	Variation
	

	
	             £                                
	             £                                
	             £                                
	      £                                
	

	
	
	
	
	
	

	Strategy General
	1,030,000
	874,340
	874,340
	0
	

	Stock options
	600,000
	500,000
	461,690
	-38,310
	

	Central Internal Recharges
	2,121,090
	26,420
	33,118
	6,698
	

	NPHL Management Fee
	17,255,910
	14,410,033
	14,410,033
	0
	

	NPHL Management Fee Repairs
	2,825,600
	2,182,014
	2,182,014
	0
	

	Housing Repairs
	23,000,000
	18,208,000
	17,611,375
	-596,625
	

	Major Repairs Allowance
	16,100,500
	13,417,080
	13,417,080
	0
	

	Provision for bad debts
	1,580,000
	1,316,650
	1,316,650
	0
	

	Other costs including SLAs
	2,296,460
	904,010
	1,098,495
	194,485
	

	Loan Charges Interest
	17,491,850
	14,576,540
	14,576,540
	0
	

	Revenue Contribution to Capital
	882,850
	735,710
	735,710
	0
	

	Transfer to General Fund
	919,000
	765,830
	765,830
	0
	

	Contribution to Balances
	621,190
	517,660
	517,660
	0
	

	
	
	
	
	
	

	Expenditure
	86,724,450
	68,434,287
	68,000,535
	-433,752
	

	
	
	
	
	
	

	Dwellings Rents
	-68,976,820
	-62,014,765
	-61,992,665
	22,100
	

	Other income
	-5,475,090
	-4,844,780
	-4,873,753
	-28,973
	

	Housing Subsidy
	-8,157,540
	-6,526,032
	-6,251,283
	274,749
	

	Interest Receivable
	-315,000
	-262,500
	-262,500
	0
	

	Use of property surplus
	-500,000
	-416,660
	-416,660
	0
	

	Use of balances - repairs
	-3,000,000
	-2,500,000
	-2,500,000
	0
	

	Use of balances - stock options
	-300,000
	-300,000
	-300,000
	0
	

	
	
	
	
	
	

	Income
	-86,724,450
	-76,864,737
	-76,596,861
	267,876
	

	
	
	
	
	
	

	NET POSITION 
	0
	-8,430,450
	-8,596,326
	-165,876
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