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REPORT OF THE STRATEGIC DIRECTOR OF SUSTAINABLE REGENERATION AND CITY TREASURER
TO JOINT LEAD MEMBERS FOR HOUSING AND CUSTOMER AND SUPPORT SERVICES ON MONDAY 31st JANUARY 2011
TITLE:
Housing Revenue Account (HRA) and Rent Restructuring 2011/12
RECOMMENDATIONS:

1 To approve a Council house rent increase of 6.6% or an average of £3.91 per week (52 week basis), £4.24 (48 week basis) with effect from 1st April 2011.
2 To note the remaining rent restructuring plan which currently shows a rent convergence which conforms with the CLG’s target of 2015/16.

3 To approve the proposal for a 5.1% increase in service charges in line with CLG guidance. 
4 To note the indicative proposals for the Salix Homes management fee and housing repairs budget for 2011/12, pending consideration of a separate report.
EXECUTIVE SUMMARY:
This report reminds Members of decisions previously taken on rent restructuring, changes arising from the Governments’ recent guidance on rent restructuring and seeks approval for the rent and service charges for 20011/12 and for the future HRA rent restructuring plan for the Council.

BACKGROUND DOCUMENTS:
Report to Council on the 19th February 2003 and 18th February 2004 – Housing Rent Restructuring Plan.

Housing Revenue Account Subsidy Determinations 2011/12 from Communities for Local Government.

KEY DECISION:
Yes
DETAILS:
1. Background

1.1 Members are reminded that Cabinet on the 16th July 2002 approved a revision to HRA rent review policy to align it with the HRA budget process with effect from the 1st April 2003.

1.2 Cabinet also noted policy objectives to:
· Maximise income to the HRA within Government guidelines

· Review rent levels and service charges annually

· Achieve incremental implementation of the Government’s rent restructuring proposals ensuring a fair and transparent system of rent increase and service charges.

· Ensure that the HRA is balanced in advance of each financial year and in preparation for the self-financing regime.

1.3 Members are also reminded that at the Council meeting of 19th February 2003 the rent restructuring plan was approved in principle.
1.4 Members are also reminded that at the Council meeting of the 18th February 2004 authorisation was given to the Lead Members for Housing and Customer and Support Services to approve the annual increases in rents. 
2. Current Rent Restructuring Plan

2.1 Following the Housing Revenue Account Subsidy Determination 2011-2012, CLG have set formula rents at the Retail Price Index (RPI) plus 0.5%.  The RPI used in the determination is 4.6% being the index at September 2010, giving an overall increase of 5.1%.  The limit that local authorities may charge on individual rent charges has been set at RPI plus 0.5% plus £2.  This formula has been used to determine the proposed rent levels as shown in Appendix One. 

2.2 In the final 2011/12 subsidy determination the target date for achieving rent convergence is 2015/16 (see Appendix One).  In order to achieve convergence within this timescale the real increase in average rents (over and above the applicable RPI level) would be as follows:  
NB. All figures based on 52 Week Rent Year

	Year
	Assumed RPI
	Guideline Rent
	Formula Rent
	Actual Rent
	% Real Increase

	2010-11
	-1.4%
	£58.91
	£63.51
	£59.24
	3.66%

	2011-12
	4.6%
	£62.89
	£66.75
	£63.15
	2.00%

	2012-13
	0%
	£64.17
	£67.09
	£64.38
	1.93%

	2013-14
	0%
	£65.47
	£67.42
	£65.61
	1.91%

	2014-15
	0%
	£66.78
	£67.76
	£66.85
	1.89%

	2015-16
	0%
	£68.10
	£68.10
	£68.10
	1.87%


3. Service Charges
3.1 Increases in service charges are restricted to the rate of inflation + 0.5%, which equates to 5.1%. Appendix Two shows how this would affect the current level of service charges. 
3.2 The increases will go part way to offsetting the cost of the services as in certain areas costs will increase at a rate substantially greater than inflation.
4. Financial Effect of Rent Increase on the Housing Revenue Account
4.1
Members will appreciate that the proposed increases for rent and service charge will have an impact on the overall financial position of the HRA.

4.2
The rent and service charge recommendations, if agreed, included in this report will be incorporated into the budget report for 2011/12 which will be approved by Council.

4.3 Assuming an average rent increase of 6.6% and service charge increase of 5.1% we have been able to prepare a balanced Housing Revenue Account (See Appendix Three).  It will be seen that the HRA would be balanced with these levels of increase.

4.4 The indicative Salix Homes management fee and repairs allocation have been incorporated within the budget to illustrate the ability to balance the HRA. Discussions have been taking place with Salix Homes and Sustainable Regeneration to agree the management fee and repairs budget and a separate report is brought to Members for consideration elsewhere on the agenda . 

5. Conclusion

5.1 Approval to the rent and service charge increases will allow the rent restructuring plan to be followed to achieve convergence by 2015/16 and enable a balanced budget to be set.
5.2 Should any lesser rent and service charge increase be considered appropriate, it should be noted that under current subsidy and proposed future self-financing arrangements there will be a requirement to catch up with convergence in future years, making increases higher than they might otherwise be if the proposed increases for 2011/12 are not accepted.

KEY COUNCIL POLICIES:
Housing and Budget Strategies
EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS:-  None required
ASSESSMENT OF RISK:
Low 
SOURCE OF FUNDING:  The proposed increase in rents and service charges will ensure the HRA is sustainable within its own resources
LEGAL IMPLICATIONS : No comments required for this report
FINANCIAL IMPLICATIONS : The report shows that the costs falling within the HRA are supported by sufficient funds, provided the proposal for increases in rents are agreed.
OTHER DIRECTORATES CONSULTED: Salix Homes have been consulted as the Council’s arms length housing provider. 
CONTACT OFFICER: Alison Swinnerton
TEL. NO.
0161-793-2585
WARD(S) TO WHICH REPORT RELATE(S): All wards
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