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	ITEM NO.



REPORT OF THE HEAD OF HOUSING SERVICES


TO: THE LEAD MEMBER FOR HOUSING on 25th AUGUST 2005


TITLE: HRA Budget monitoring report to 31st July 2005

RECOMMENDATIONS:


1. That the lead member for Housing notes the position of the HRA as at the 31st July 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 2005/06 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 2005/06 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:

Simon Ashworth 0161 922 8793


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

All




KEY COUNCIL POLICIES:

CITY COUNCIL REVENUE BUDGET 2005/06


DETAILS (Continued Overleaf)


1
Housing Revenue Account 2005/06

1.1 
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: The HRA budget is summarised in appendix 1.  
a) Stock Options

Whilst expenditure to the end of June indicates an underspend to date, this is due to timing differences and a significant level of commitments remain against this budget to reflect the cost of on-going consultancy work and consultation. Work is continuing to identify the potential costs of Stock Options, however, it is likely that a contribution from balances will be required to support the existing revenue provision for Stock Options.  A separate report will be presented in September on this issue.

b) NPHL Management Fee

The regular monitoring meetings with NPHL suggest that there will not be an adverse variation in the management fee for 2005/06. NPHL however have indicated that there could be a cost through the resources required for the Stock Options process, although they will in the first instance try and contain it within the fee. 

c) Housing Repairs

The present level of expenditure shown against the repairs account indicates a significant underspend to date, however, monitoring meetings with NPHL have indicated that this is due to fluctuations in the timing of expenditure.  This has been evidenced by the amount that has been incurred since the time of the last report. This is shown in the table below:

	
	Budget
	Expenditure
	Variance

	Position to the end of June
	5,250,000
	2,558,041
	-2,691,959

	Position for July
	1,750,000
	2,243,845
	493,845

	Position to the end of July
	7,000,000
	4,801,886
	-2,198,114

	
	
	
	

	Monthly requirement for the remainder of the year to achieve budget
	1,750,000
	2,024,764
	274,764


It can be seen from the table that expenditure in July was ahead of the monthly profile thereby demonstrating the increased activity. It should be noted that if the expenditure for the remainder of the year was at the same level as July then the budget would be overspent. 

However although NPHL are reporting that the budget is over-committed they are confident and reporting to their Budget and Procurement Committee that this can be contained within the available budget.

d) Provision for Bad debts

Each year, a contribution is made to the bad debt provision, based upon the level of arrears and write offs made during the financial year.  Based upon the latest details of arrears from NPHL, there would be an underspend to date of £45,303, however, this figure is subject to fluctuation and will be closely monitored for the remainder of the year.

e) Other Costs

The adverse variation in respect of other costs relates mainly to two areas:

· Council Tax on empty properties. It is anticipated that Council Tax refunds will be received during the year; these will offset some of these additional costs.  

· Special projects (ISYS). This is a timing difference; which will be resolved during the financial year.
f) Dwelling Rents

Rental income collection has exceeded the budget provision in each rent week since the start of the financial year, over the period of the report a favourable variance of £130,689 is shown. The level of Right to Buys for the period is running at approximately 13 per week as opposed to 19 per week assumed within the budget. Fluctuations in the level of Right to Buy sales may impact on the level of rent income during the financial year. 

g) Other Income

Other income shows an adverse variation of £81,968; this is due to a range of variations against service charges and non-dwelling rents.  Further analysis is being undertaken to determine any long-term trends, with the results being included within the next budgetary control report.

2
Conclusion

2.1
As mentioned in the section above, the current underspend shown against the HRA budget will be reduced significantly by an increase in the level of repairs expenditure. However, there are a number of areas of concern within the HRA budget, and it is anticipated that, subject to close monitoring of the areas highlighted above, expenditure will remain within budget.

3
Recommendations

3.1
That the Lead Member for Housing notes the report and receives further regular reports for the remainder of the year.

	
	
	
	
	APPENDIX 1
	

	
	
	
	
	
	

	
	
	
	
	
	

	HRA BUDGET POSITION TO 31st JULY 2005
	
	
	
	
	

	
	
	
	
	
	

	
	2005/6 Budget
	Budget to date
	Spend to date
	Variation
	

	
	             £                                
	             £                                
	             £                                
	      £                                
	

	
	
	
	
	
	

	Strategy General
	1,100,000
	366,667
	366,667
	0
	

	Stock options
	500,000
	166,667
	112,288
	-54,379
	

	Central Internal Recharges
	2,500,000
	33,080
	37,636
	4,556
	

	NPHL Management Fee
	17,908,830
	5,969,610
	5,969,610
	0
	

	NPHL Management Fee Repairs
	2,827,060
	942,353
	942,353
	0
	

	Housing Repairs
	21,000,000
	7,000,000
	4,801,886
	-2,198,114
	

	Major Repairs Allowance
	15,944,324
	5,314,775
	5,314,775
	0
	

	Provision for bad debts
	1,800,000
	600,000
	554,697
	-45,303
	

	Other costs including SLAs
	2,300,000
	560,311
	606,977
	46,666
	

	Loan Charges Interest
	17,801,101
	5,933,700
	5,933,700
	0
	

	Revenue Contribution to Capital
	1,000,000
	333,333
	333,333
	0
	

	Transfer to General Fund
	460,000
	153,333
	153,333
	0
	

	
	
	
	
	
	

	
	
	
	
	
	

	Expenditure
	85,141,315
	27,373,829
	25,127,255
	-2,246,574
	

	
	
	
	
	
	

	Dwellings Rents
	-67,637,570
	-22,815,202
	-22,945,891
	-130,689
	

	Other income
	-5,534,320
	-2,013,012
	-1,931,044
	81,968
	

	Housing Subsidy
	-11,654,425
	-2,330,885
	-2,330,885
	0
	

	Interest Receivable
	-315,000
	-105,000
	-105,000
	0
	

	
	
	
	
	
	

	Income
	-85,141,315
	-27,264,099
	-27,312,820
	-48,721
	

	
	
	
	
	
	

	NET POSITION 
	0
	109,730
	-2,185,565
	-2,295,295
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