Appendix 17

HOUSING REVENUE ACCOUNT BUDGET 2006/2007

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 2006/07, 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 the 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.  In addition from 1st April 2001 authorities receive a Major Repairs Allowance (MRA) through HRA subsidy.



Subsidy entitlement


=



Management costs
-
The Government’s assessment of what each local authority will spend



+



Maintenance costs


+



MRA
-
13 MRA property archetypes multiplied by a national average MRA per dwelling appropriate to each archetype adjusted by a regional cost adjustment factor



+



Financing costs
-
Interest and debt management charges on admissible debt



-



Guideline rent income
-
A notional average rent multiplied by the number of dwellings net of an allowance for voids



-



Interest on receipts
-
Interest on Right to Buy mortgages


Since 1996/97 the ODPM has preset the majority of data used in the Housing element of HRA subsidy before the start of the financial year with very few in year and post year changes.  The exceptions would be where large stock changes occurred and post year adjustments to take into account interest rates actually borne by authorities on the HRA.


The main features of the 2006/2007 HRA Subsidy Determinations compared to 2005/06 are set out overleaf.

Under the ‘ringfencing’ arrangements the City Council cannot call upon the General Fund to subsidise any losses which may be incurred by the HRA.  A contribution from the General Fund can only be made in respect of specified items.
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