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TO THE LEAD MEMBER FOR HOUSING SERVICES  on 30th June 2005

 and   

TO LEAD MEMBERS FOR HOUSING SERVICES and CUSTOMER AND SUPPORT SERVICES on 4th July 2005


TITLE:
HRA OUTTURN 2004/05 and USE of BALANCES

RECOMMENDATIONS:


1. That Lead Member notes the actual outturn figure for 2004/05 of £1.228m and the balances to be carried forward of  £4.220m.

2. That Lead Member considers the use of the carried forward balances of £4.220m in 2005/6.



EXECUTIVE SUMMARY:

There are balances to be carried forward to 2005/06 of £4.220m.  Commitments relating to the Housing Repairs Account and a Re-grading appeal must be set against these balances.  A further commitment will arise in respect of stock options, however, further work is to be undertaken in order to clarify the level of commitment and the impact upon HRA balances.


BACKGROUND DOCUMENTS:

(Available for public inspection)

Budgetary Control File 2004/05

Financial Information from SAP


ASSESSMENT OF RISK:

	Failure to keep balances at 3% will lead to adverse criticism from the Audit Commission.




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 Services.


CONTACT OFFICER:

Joanne Hardman 0161 922 8792


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

All


KEY COUNCIL POLICIES:

HRA BUDGET 2004/05


DETAILS (Continued Overleaf)

1.0 Background Information
1.1 During 2004/5, budgetary control reports have been produced which have informed Housing Lead Member of the financial position of both the Housing Revenue Account and the Housing Repairs Account.  These reports incorporate the monitoring information produced by NPHL in respect of revenue repairs.

2.0 Details of Report

2.1 It may be recalled that the report to Council on the 16th February 2005 to approve the budget for 2005/06 indicated that there would be a HRA surplus of £0.621m.

2.2 The provisional outturn indicates that there is a surplus on the HRA itself of £1.228m. The main variations are shown at Appendix One. 

2.3 This surplus is transferred to balances and carried forward to 2005/06. Consideration needs to be given to the position for balances at the end of 2004/5 in relation to previous forecasts, Audit Commission recommended levels and requirements for 2005/06.

3.0 HRA Balances Position


3.1 It may again be recalled that the forecast level of balances at the 31st March 2005 was £2.8m, which represented 3.3% of the budget compared to the Audit Commission recommended guidelines of 3%. The assumptions behind this are reproduced below:

   




          £m               %


Opening Balance 1st April 2004 
  
  
6.167



Less Provision for re-grading appeal

0.650

Effective Opening Balance 1st April 2004

5.517


Less :
Repairs expenditure c/fwd from 2004/5
       - 3.000



Stock Option appraisal costs
       - 0.300



Additional repairs expenditure

   - 0.500


Add :
Property division surplus

+0.500


2004/5 forecasted surplus

       +0.621


Estimated Balances 31st March 2005
         2.838
3.3 

3.2 The actual position is as follows:






          £m   
%


Opening Balance 1st April 2004
         

6.167

Less :
Repairs expenditure c/fwd from 2004/5

-2.716 



Stock Option appraisal costs

-0.300


Additional repairs expenditure

-0.500



Part Settlement of Re-grading Appeal

-0.159


Add :
Property division surplus

+0.500


2004/5 surplus

       +1.228


Balances at 31st March 2005

         4.220
4.9

3.3 Although this appears to be a favourable position compared to the Audit Commission recommended level of 3%, considerable caution must be exercised due to various requirements from the balances in 2005/06 as outlined in the Section below.

3.4 The variations from the forecast level of balances are:-

· lower call on provision for re-grading appeal than anticipated, however, there will be a further call on this provision in 2005/6

· lower call on balances due to timing of expenditure on revenue repairs, however, this will have implications for 2005/6

· greater surplus in 2004/5 than anticipated due to variations identified in appendix 1. 

4.0 Call on HRA Balances

4.1 As indicated above, the balances to be carried forward to 2005/6 are £4.220m.  However, there are already a number of commitments in 2005/6 which will impact upon the current level of balances:-

· Re-grading appeal

As indicated in 3.1 above, a provision for a National Re-grading appeal relating to 1997 was included within HRA balances.  Settlement was reached in 2004/5 with the majority of staff receiving immediate payment, however, there are a number of former employees who can apply for the settlement.  A provision is still required to meet these potential costs.  
The most recent forecasts from NPHL suggest that costs amounting to £48,000 may be payable in 2005/6.

· Repairs

The Housing Repairs account is treated as a ring-fenced account within the HRA.  It provides a record of income and expenditure relating to the repair and maintenance of the housing stock and enables fluctuations in the timing of expenditure to be more effectively managed.  The credit balance in respect of this account as at 31st March 2005, is £531,000.  In order to meet commitments within the repairs programme in 2005/6, it will be necessary to carry forward this balance.  Discussions with NPHL indicate that, subject to this carry forward of resources, the repairs programme will be managed within budget. 

· Stock Options

There is currently budget provision of £500,000 within the HRA in 2005/6.  The continuing work around stock options indicates that this will be insufficient to meet the costs in 2005/6 and a significant call on balances is anticipated.  Officers within Housing are working to clarify the cost implications and timing of the various proposals, including comparison with other authorities which have already been through this process. 

4.2 Taking into account the calls on HRA balances relating to Housing Repairs and the Re-grading appeal, estimated balances would be:-

          




          £m      
%         


Opening Balances 1st April 2005 
  
  4.220



Less :
Public Sector Repairs
       - 0.531



Grading Appeal Dispute    
       - 0.048



Estimated Balances 31st March 2006
         3.641
4.2

However, until the call on balances relating to stock options has been clarified, it is recommended that there is no further use of balances above those recommended within this report.  

5.0 Conclusions

5.1 The HRA provisional outturn position for 2004/5 is a surplus of £1.228.

5.2 There are provisional balances to be carried forward to 2005/06 of £4.220m.

5.3 Further work is required regarding the costs of stock options work which will impact upon the level of balances at 31st March 2006. 

6.0 Recommendations
6.1 That Lead Member notes the provisional outturn figure for 2004/5 of £1.228m and the balances to be carried forward of £4.220m.
6.2 That Lead Member:-
· considers the use of balances in respect of the Housing Repairs Account and the Re-grading appeal 

· notes the potential call on balances relating to stock options
· receives a further briefing once the costs of the stock options process have been clarified.
     Appendix One

Details of Major Variations on the HRA for 2004/5


   
                    £’000
Reduced contribution to Bad Debt Provision




           -323

Adjustments for Subsidy Calculation







-248

Recharge of Asylum element of Management Fee to HGF




-222

Estate costs – electricity dispute and council tax 




 
 113

Dwellings rents









              27





Stock Options










   23

Other












   23












      

Total












-607
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