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Foreword (Draft) 

Housing Revenue Account Business Plan 2012

This is an exciting time for South Holland Council as a housing landlord.   For many 
years the Council has had to pay a proportion of the rent we collect from our tenants 
back to central government to be redistributed.  This has had an impact on our ability to 
direct resources to local priorities and manage our housing business for the longer term 
good of the Council and our tenant’s.   South Holland Council therefore added its voice 
to the calls for a review of how local authority housing was funded. 

With effect from April 2012, the financing system for local authorities with retained 
housing stock will change, granting councils more freedom over their assets, and 
retaining all the revenues raised from their properties. In return Local Authorities like 
South Holland must accept a large debt secured against their housing stock. 

This change by the Government does however represent a significant opportunity for 
South Holland District Council to provide local solutions to local issues.   Under the new 
system, we are free to determine our own priorities, to provide a balance between 
managing the debt levied, greater investment in maintenance & improvement, and the 
provision of new affordable homes within the District. 

We will use some of the available revenue to ensure our properties are brought up to 
and maintained at decent standards. This will be the first priority for us, followed equally 
by the provision of more affordable homes for those in need before we start to make 
provisions for debt repayment in later years.    

The proposed investment in both stock improvement and new affordable homes will 
have wider benefits to South Holland as a whole, bringing positive impacts upon the 
local economy and encouraging local employment.

Housing Landlord Portfolio Holder 
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Section 1 – Introduction

1.1 What is the Business?

In this document we consider the future of the 3,881 properties which South Holland 
District Council (SHDC) own and manage as a landlord service. Our plan is to build 
upon our previous business plan (2006-2011) achievement of delivering the Decent 
Homes programme for all our stock by incorporating our tenants’ aspirations for 
further investment in affordable housing, by ensuring the Housing Landlord service 
maximises the opportunities of taking back the control of our housing stock from 
central government to deliver against corporate and our tenant’s priorities.   

We aim:
 To maintain the condition of and facilities in our housing to a higher standard than 

Decent Homes,;
 To optimise cost-effectiveness in the use of the housing stock;
 To seek to continuously improve the quality, customer focus and efficiency of 

housing services to tenants;
 To adopt a more commercial approach to the management of our housing 

business through optimising the collection of income and attraction of investment 
to fund these activities;

 To address the agenda of local accountability and tenant scrutiny and 
involvement by actively seeking our customer’s opinions 

 To address the need for more affordable homes, through building more Council 
houses and the efficient use of HRA assets; and

 To work actively with others to deliver solutions to housing issues in the district.

We have a robust and fully considered, prioritised and resourced Action Plan that will 
deliver the objectives of the HRA Business Plan. This Action Plan is attached at 
Appendix 1.

1.2 Why do we need a Business Plan?

SHDC has been required to produce and deliver a HRA Business Plan for many 
years (Local Government and Housing Act 1989 Section 74) and our current plan 
covered the years from 2006-2011. Consequently it is timely to deliver a revised 
Business Plan. 

In addition, due to the delegation of overall budget control of housing income to 
SHDC by central government, the relevance and focus of the HRA Business Plan 
becomes more critical to the overall financial management of the Council. Through 
the Localism Act, which received Royal Assent in November 2011 the government 
has sought to hand power back to councils allowing them to keep the rent they 
collect and use it locally to maintain social homes through the abolition of the national 
redistribution that used to occur. 
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While welcoming the additional freedoms and flexibilities that the delegation of power 
allows, SHDC recognises that the new legislative changes place an even greater 
emphasis on local accountability and transparency. This Plan is intended to 
demonstrate how SHDC will align resources to the aims and objectives that we have 
agreed with our tenants and other stakeholders. 

1.3 How has it been developed?

In developing this Business Plan SHDC has been mindful of the aspirations of our 
tenants and members.  In line with the Government’s agenda of local accountability, 
we see our tenants as our key customer.  In consultation with our tenants regarding 
future investment in our stock we have established their priorities (itemised in 4.3 
below). These priorities for investment have helped shape the capital investment 
programme.

The preparation of any Business Plan also requires a well-informed and objective 
consideration of all financial aspects. SHDC has worked with Sector Treasury 
Services Limited to review our financial assumptions and modelling of the HRA for 
the next 30 years. 
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Section 2 – Aims and Objectives

2.1 The Council’s vision for the service
SHDC’s vision for the housing service is:

To maximise the opportunities from self financing to continue to improve tenant’s 
homes and provide more affordable housing across South Holland.

2.2 Key priorities and their link to the business plan

We aim:
 To maintain the condition of and facilities in our housing to a higher standard than 

Decent Homes
 To optimise cost-effectiveness in the use of the housing stock;
 To seek to continuously improve the quality, customer focus and efficiency of 

housing services to tenants;
 To optimise the collection of income and attraction of investment to fund these 

activities;
 To address the agenda of local accountability and tenant scrutiny and 

involvement by actively seeking our customer’s opinions 
 To address the need for more affordable homes, through building more Council 

houses and the efficient use of HRA assets; and

 To work actively with others to deliver solutions to housing issues in the district.

Specifically in relation to our investment plans we are proposing to present option to 
members on:

 Implementing a programme of pro-active removal of asbestos containing 
materials to void properties;

 Reducing the lifecycles of bathroom replacements from 25 years to 20 years;
 Adopt a Decoration Standard for the housing stock which may include 

redecoration of void dwellings;
 Implementing a programme of new construction of affordable homes within the 

district, the volume of which will be determined by the surpluses available each 
year. (Further work to be undertaken to develop an agreed programme aligned 
with the levels of surpluses available);

 Exploring  further the options available around the installation of solar PV 
systems to the housing stock; and

 Reviewing the current sewage charging policy and to work towards a system to 
operate on a “full cost recovery basis”. 

2.3 Sub-regional housing strategy

In conjunction with our partners in neighbouring local authorities SHDC has 
developed the Lincolnshire Housing Strategy 2009-2014. Eight key themes are 
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defined in the Lincolnshire Housing Strategy. Of these the following six are of 
particular relevance to the SHDC HRA Business Plan:

 To ensure the people of Lincolnshire are both able to access and afford 
suitable housing to meet their needs.

 To contribute to raising the quality of design in housing and the creation of 
sustainable homes.

 To develop approaches and frameworks to enable sustainable communities.
 To meet the affordable housing needs of rural communities.
 To improve service quality, housing choice and accessibility of housing for 

vulnerable people.
 To manage the housing implications of an ageing society.

In developing this Business Plan SHDC has been mindful of the wider context that 
we operate within and have accepted our responsibility for delivering on obligations 
to our local partners.

2.4 Continuous improvement

As with all well run businesses, SHDC recognise that there will always be room for 
improvement and the Housing business is no different.   SHDC has developed a 
clear Corporate Plan that sets out our aims and objectives for the organisation in 
facilitating the aspirations of our community.

Beneath the Corporate Plan each service area is required to deliver a Service Plan 
that establishes how the work of the corporate objectives will be interpreted and 
delivered. The HRA Business Plan provides much of the resource framework for this 
interpretation of the corporate goals (see diagram in Section 2.5, below).

However, plans, while vital to ensure a co-ordinated approach, will always require 
review over time to recognise that our communities’ and customers’ views will 
constantly change. Consequently SHDC are committed to listening to our 
communities and customers to understand them and respond appropriately. This 
approach reflects the Government’s commitment to devolving decision-making down 
to the local area so that communities have a greater influence on service delivery. In 
relation to our housing landlord service SHDC have already developed a formal 
Tenant involvement Plan in consultation with our tenant representatives. In addition 
to these formal mechanisms for tenant engagement we will also seek to improve 
through an appropriate response to complaints and individual feedback from 
customers. While responding sensitively to individual issues we will, in addition, 
compile a broad overview of the complaints and feedback we receive to enhance our 
service further.
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2.5 Information sources
The HRA Business Plan has been developed with regard to the full suite of inter-
linked policies and strategies governing this area of SHDC’s operation.

Of particular relevance to the HRA Business Plan is the Asset Management Strategy. 
The new financial regime outlined in Section 1.2 (above) places a significant demand 
on SHDC to forecast its required spend on housing stock in coming years. This 
forward plan forms the major element of the investment requirements for SHDC in 
coming years.

Asset Management 
Strategy

HRA Business Plan

Housing Service 
Business Plan

Repairs Policy

Voids Policy

HRA Capital 
Programme

Cyclical 
Maintenance 
Programme

Procurement Policy 
and Contract 

Procedure Rules

Asset Management 
Plan

Housing Strategy

Allocations Policy

Asbestos Policy

Equality & Diversity 
Policy
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Section 3 – The Housing Service

3.1 The Council’s role
SHDC is made up of 37 elected councillors who represent 18 wards, or areas of the 
district. Following District Council elections on 5 May 2011 the political makeup of the 
Council is – Conservative Group (25 members) and an Independent Group (12 
members).
SHDC operates a leader and cabinet model of governance. The Cabinet is made up 
of eight members including the Leader of the Council and the Portfolio Holders.  The 
Portfolio Holders each take responsibility for overseeing delivery in specific areas of 
SHDC’s activity. There is a specific Portfolio Holder for SHDC’s Housing Landlord 
service (currently Councillor Christine Lawton).

Section 4 – The Changing Environment

4.1 Internal and external influences

At the point of developing this HRA Business Plan the UK and world economies are 
in the midst of significant recession and financial uncertainty. This environment is the 
single most significant influence that provides the backdrop to this Plan.

The implications include:
 Restrictions on borrowing for loans and mortgages are hampering 

opportunities for home ownership and consequently the role of social housing 
in meeting housing demand is under the spotlight; 

 To meet the challenges posed by the overall economic climate the 
Government has drastically reduced public spending across all areas. 
Investment in new social housing has been curtailed; and

 Reforms to welfare benefits (including Housing Benefit) are underway with the 
potential to put pressure on rental income streams.

Current projections for a full economic recovery suggest that this may not occur until 
after the expiry of this HRA Business Plan. The HRA Business Plan has been 
constructed with this external operating environment in mind. The sensitivities 
adopted in developing the financial model are detailed in Section 8 (below).

4.2 Government housing policy

In November 2011 the Localism Act received Royal Assent. The Act introduced a 
number of changes to legislation with the intended aim of reducing centralised control 
of decision-making and placing more discretion in the hands of local authorities and 
the communities that they serve. Among the most significant changes as they impact 
upon SHDC’s housing landlord service are:
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 Social housing allocation has been reformed to allow local authorities greater; 
freedom to set their own policies about who should qualify to go on the 
waiting list.

 Provisions for more flexible tenancy types for people entering social housing  
with the opportunity for social landlords to grant tenancies of between two and 
five years rather than “lifetime” tenancies;

 The reform of local housing finance delegating full responsibility for managing 
the Housing Revenue Account to the individual authority; and

 Changes to the manner in which social housing is regulated with the abolition 
of the Tenant Services Authority and an overall reduction in the level of 
central inspection and supervision of landlords. 

The HRA Business Plan has been constructed with this broad decentralisation 
agenda in mind and in full recognition of opportunity to be gained for South Holland 
from the changes to regulation in social housing.

4.3 Housing strategy requirements

In addition to the needs of our existing tenants SHDC, as a responsible social 
landlord, must also consider the expectations of our prospective tenants, the wider 
community and other stakeholders. As a consequence, in delivering our housing 
landlord function, SHDC is mindful of the broader context of housing demand and 
supply in the area. This context is defined in the local Housing Strategy for the South 
Holland area and the broader Lincolnshire Housing Strategy 2009-2014 that we have 
developed with our neighbouring local authorities.

Eight key themes are defined in the Lincolnshire Housing Strategy. Of these the 
following six are of particular relevance to the SHDC HRA Business Plan:

 To ensure the people of Lincolnshire are both able to access and afford 
suitable housing to meet their needs;

 To contribute to raising the quality of design in housing and the creation of 
sustainable homes;

 To develop approaches and frameworks to enable sustainable communities;
 To meet the affordable housing needs of rural communities;
 To improve service quality, housing choice and accessibility of housing for 

vulnerable people; and

 To manage the housing implications of an ageing society.

The HRA Business Plan has been constructed with the wider local and regional state 
of the housing market in mind.

4.4 Contribution to corporate objectives

In its Corporate Plan for 2011-2015 SHDC sets out the following priorities:
 To be a Forward Looking Council;
 To Enable Our Communities;
 To Have Pride In South Holland;
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 To Support Our Local Economy; and
 To Develop Stronger Communities.

Within these priorities a number of key aims are identified. Of particular relevance to 
the HRA Business Plan are the following:

 Take back financial control of our housing stock from central government 
(2011-2012);

 Assess which services and functions could be delivered in a different way to 
meet customer needs and reduce costs (2011-2012);

 Reduce red tape and bureaucracy by simplifying how we manage and deliver 
our services (2011-2012);

 We will seek to promote the Localism agenda through all council services 
(2011-2012);

 Give more priority to local people and local priority groups for social housing 
(2011-2012);

 We will ensure our tenancies respond to local needs and circumstances 
(2011-2012).

 Ensure our supported housing services provide the right types of services to 
meet our residents’ expectations (2011-12);

 React positively to the Localism agenda, by promoting sustainable planned 
growth that will improve the employment and housing prospects of our 
residents (2011-2012);

 React quickly and effectively to deal with instances of anti-social behaviour 
(2011-2015);

 Work together to reduce the impact of crime in ‘hotspots’ throughout the 
district (2011-2015); and

 Encourage fairness and equal opportunities (2011-2015).

The HRA Business Plan has been constructed to help fulfil the wider corporate 
objectives of SHDC.

4.5 Key statistics
SHDC’s housing stock (as at October 2011) consisted of the following profile:

Property 
Type

General Needs 
Accommodation

Sheltered 
Accommodation

Total

Bungalow 728 951 1679

Flat 202 63 265

House 1937 0 1937

Total 2867 1014 3881
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The housing stock includes 420 non-traditional houses and 112 bungalows are of 
non-traditional construction. All of the non-traditional dwellings have had 
improvement work undertaken during the last 30 years to prolong their life and to 
resolve identified defects. The HRA also includes various assets other than dwellings 
mainly garages and garage sites.
SHDC has implemented a rolling stock condition survey to accurately populate our 
stock condition database, and one full cycle of this survey has been completed to 
date, meaning that over 99 percent of units have been surveyed. Broadly speaking 
SHDC has achieved the Decent Homes Standard across all the stock although some 
further work relating to older kitchens and bathrooms has been identified.

4.6 Supply and demand

Supply – In 2008, the Council established a wholly owned local housing company to 
deliver new Holland Local Housing Community Interest Company, but trades under 
the name South Holland Homes. To date, South Holland Homes have secured and 
used £267,000 of grant funding from the HCA to part-fund the development of the 
first 6 affordable homes. In 2010, the Council transferred eight homes to South 
Holland Homes, at nil value. These homes had low level improvement work carried 
out before being offered for sale at £70,000 each. The first property sold in 
December 2010, and two further sales have taken place since then. The proceeds of 
sales are intended to be used for further affordable housing development by the 
company in the future.

A full review of SHDC’s HRA land holdings features as a recommendation of the 
Asset Management Strategy to minimise the liability of unused assets and to 
potentially identify sites for redevelopment. However, an indicative five year 
programme has been drafted assuming that only SHDC owned land would be used 
for development.

Demand

In March 2010, the four local authorities within the Peterborough sub-regional 
housing market area (Peterborough, Rutland, South Holland and South Kesteven) 
commissioned JGC to prepare an update of the 2007 Strategic Housing Market 
Assessment (SHMA). The report notes that “Vacancy rates in the District are 
generally low with less than 2% of all dwellings being vacant as of April 2009 (data 
from HSSA). In public sector dwellings the vacancy rate is only 1.1% suggesting 
relatively little opportunity for homes to be brought back in to use to meet housing 
needs”. In addition the report states that “In South Holland it is estimated that 960 
households are currently in housing need, with households living in rented 
accommodation being far more likely to be in need than owner-occupiers.” The report 
concludes that there is an annual need to provide 587 additional units of affordable 
housing per annum if all needs are to be met with around 76 percent of the need 
being for smaller (1 and 2 bedroom) accommodation.

The Housing Strategy for Lincolnshire 2009-2014 provides the following key 
statistical data that has helped to shape SHDC’s HRA Business Plan. However, it is 
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important to note that the Housing Strategy itself notes that further work is required to 
plug some gaps in information. Consequently additional or alternative priorities might 
be identified through further research during the lifetime of this Business Plan.

 The number of households in Lincolnshire is forecast to increase to 369,000 
by 2021 and 390,000 by 2026;

 The rural nature of Lincolnshire presents specific problems in relation to 
housing affordability;

 Five of the District councils in Lincolnshire are forecast to see an increase of 
between 65 percent and 80 percent in their population aged over 65 by 2025;

 The number of the population aged over 75 is set to double by 2025; and
 There is an over provision of traditional sheltered accommodation across the 

county.



Appendix 1

14

Section 5 –Co regulation and Resident Involvement

5.1 Resident involvement framework

SHDC has responded to the Government’s policy agenda of increased localism and 
community involvement in the scrutiny and regulation of services. In 2010 SHDC 
developed its Tenant Involvement Plan in conjunction with a Tenants Panel. The 
Tenant Involvement Plan specifically states that SHDC intend to “involve tenants in 
Service developments and improve Communication and Participation opportunities 
(in order to) contribute to the Council’s wider corporate priorities which include care 
of our towns and villages, and improving health through leisure and cultural 
activities”. 

The Tenant Improvement Plan lists the following mechanisms through which tenants 
can become involved and influence service delivery:

 Tenant Panels to scrutinise areas of service tenants are interested in, or new 
policies and services officers are preparing;

 Local Tenant Compacts to agree actions with residents to improve local areas 
or solve problems;

 Tenant and Resident Groups where local residents are interested in forming 
their own group to improve their area or solve problems;

 Community events to provide fun events for children and families, to meet 
tenants to find out their views, and give them the opportunity to get involved 
as volunteers;

 Surveys to find out what tenants think of our services and any proposed 
changes; and

 Supported Housing Tenant Compacts in place at 14 schemes which contain 
locally agreed actions to make improvements and are regularly monitored by 
tenants and officers.

As noted in Section 4.3 (above) the views of tenants have already been sought to 
influence investment decisions for the future of the SHDC housing stock.

5.2 Involving stakeholders in priority setting

As identified in section 4.4 (above) SHDC has developed the HRA Business Plan to 
respond to the wider regional context explored in the Lincolnshire Housing Strategy.  
The Lincolnshire Housing Strategy was commissioned by the Lincolnshire Housing 
Forum. The Forum has a number of working groups that consider specific topic areas 
such as Older Persons, Homelessness and Private Sector Housing. Members of the 
Housing forum include the County Council, District Councils, other housing providers 
(such as Housing Associations), and third sector agencies.
The Core Project Group responsible for oversight of the Housing Strategy delivery 
included representatives from planning, health and social care. 
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Section 6 –Housing Stock Condition

SHDC has developed a separate Asset Management Strategy aligned to this HRA 
Business Plan. The Asset Management Strategy sets out the detail behind our 
investment assumptions. The key headline issues are set out below.

6.1 Future investment need (Stock condition survey and data)
All social housing landlords were required to meet the Decent Homes Standard by 
December 2010, and SHDC achieved 100 percent compliance at that time. SHDC 
employs a rolling stock condition survey to populate the stock condition database and 
to date one full cycle of this survey has been completed meaning that over 99 
percent of dwellings have been surveyed. Consequently SHDC has some high 
degree of certainty relating to our future investment needs.

6.2 The strategy identifies the following main issues for the Council 

 Maintaining compliance with the Decent Homes standard 
 A baseline investment requirement over the 30 year life of the business plan 

of £134,825,440 (based on Just in Time cost reporting).  
 An opportunity for all building component lifecycles to be reviewed, saving 

costs by extending some lifecycles and reducing others to address 
maintenance backlogs against desired lifecycles.  

 Options to address instances of asbestos within the Council’s Housing Stock
 Ongoing need for Aids and Adaptations 
 Tenant aspirations for the future maintenance of their homes
 Opportunities to utilise HRA land holdings and surplus property for 

redevelopment purposes
 Establishing a more commercial basis on which housing services are 

delivered  

6.3 Improving the housing stock (5 Year Stock Improvement Programme)
An indicative five year stock investment programme has been drafted that reflects the 
aspirations of the South Holland Tenants Group (see Section 4.3, above) and also 
the financial constraints that will apply as a consequence of delegated HRA 
responsibility.

A breakdown of the future investment requirements is detailed in Section 8.7, below.

6.4 Repairs and maintenance
Responsive and void maintenance work is carried out by SHDC’s Construction 
Services Unit. Each year, there are approximately 11,000 responsive repairs carried 
out and around 300 void properties which have work carried out prior to re-let.
The void standard is currently being reviewed to provide our tenants with a much 
clearer indication of what they should expect when they enter into a new tenancy on 
one of the Council’s properties.
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6.5 Ensuring Value for Money through procurement

SHDC has determined that the procurement of services will be undertaken through 
Procurement Lincolnshire. Procurement Lincolnshire is a team that provides 
procurement support to all Local Authorities within Lincolnshire. SHDC will be 
supported by Procurement Lincolnshire to deliver value for money in relevant aspects 
of the HRA Business Plan.
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Section 7 – Performance 

7.1 Performance management structure

SHDC has a robust approach to performance management. SHDC has developed a 
clear Corporate Plan that sets out our aims and objectives for the organisation in 
facilitating the aspirations of our community.

Beneath the Corporate Plan each service area is required to deliver a Service Plan 
that establishes how the work of the corporate objectives will be interpreted and 
delivered. The HRA Business Plan provides much of the resource framework for this 
interpretation of the corporate goals.

The Housing and Housing Landlord Plan for 2011-2012 interprets the corporate 
priorities into activities for the service in the coming year. The delivery of the activities 
is measured through agreed milestones. A suite of performance measures are also 
enshrined in the Service Plan so that the operational effectiveness of the service can 
be measured and monitored.

The activities and performance measures are then cascaded down to the team and 
individual levels through a system of appraisal and supervision for all managers and 
their staff. 

7.2 Decision making process
SHDC has appropriate governance and decision making arrangements in place to 
ensure the adequate scrutiny and transparency of our approach.
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Section 8 – Financial Resources

The HRA Business Model 2012-13

The HRA business plan model used within the HRA Reforms analysis is based on 
the following assumptions

8.1 Base Business Plan

The base business plan is one in which:

 Borrowing is to the level required rather than the full amount up to the debt cap
 No principal is repaid
 Stock condition costs are based on current SHDC standard
 Opening balances for 2012-2013 are based on estimates and may change once 

outturn figures are agreed. 

8.2 Rents

Rent projections have been prepared based on a detailed rent model using the latest 
guidance for rent restructuring. Subject to constraints on rent increases this guidance 
specifies that actual rents should converge with formula rents by 2015/16. We have 
used the projected 2012/13 rents provided by South Holland with future rents based 
on the government guidance.

We also assume that re-let property actual rents move directly to 2015-16 target 
rents, increasing income in 2012-13 by £40k.

The average rent of £67.67 per week on a 52 week basis for 2012/13 is expected to 
increase in line with rent restructuring guidance, giving an average real increase of 
approximately 1.87% per annum until the target year for convergence of 2015/16. 
Rent increases thereafter are assumed to be 0.5% above inflation for properties 
which have achieved convergence.

8.3 Other Income

Other income totalling £1.6m is included within the business plan.

For future projections all other income increases are at RPI only.

8.4 Right-to-Buy Sales

We have assumed 5 RTB Sales per annum within the plan, with a RTB value of £90k 
in 2012/13 and discount of £24k. We have assumed that the RTB receipts are used 
for HRA capital expenditure, in line with current practice at South Holland.
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8.5 Management & Maintenance costs

The Council’s actual management and maintenance costs have been projected 
based on the 2012/13 provisional HRA estimates. We have applied the following 
assumptions to the management and maintenance elements respectively:

Management

o Average management cost of £680 per unit (excluding services)
o 70% of management costs are fixed
o Inflation on management costs runs at RPI plus 0.5%. 

Maintenance

o Average revenue maintenance cost of £809 per unit in 2012-13
o Maintenance costs are 100% variable
o Inflation on maintenance costs runs at RPI only

We have also included service expenditure of £1.2m which is 100% fixed, and 
increases at RPI+0.5% throughout the plan.

8.6 Consolidated Rate of Interest

The rate of interest included within this financial analysis is based on the latest rates 
available from PWLB for 50 year loans less the self financing discount. The 50 year 
PWLB rate is currently 4.06% which less the 0.85% discount gives an applicable rate 
of 3.21%.

8.7 Capital Programme

Capital expenditure has been included with costs based on information provided by 
the Codeman system. The capital costs are shown below:

Year
Future Major 

Repairs
Asbestos 

Works
Disabled 
Grants

Total 
Expenditure

Years 1 to 5 £20.92m £2.12m £1.88m
£24.92m

Years 6 to 10 £23.20m
£2.25m £1.88m £27.33m

Years 11 to 15 £19.97m
£2.25m £1.88m £24.10m

Years 16 to 20 £19.97m
£2.25m £1.88m £24.10m

Years 21 to 25 £21.14m
- £1.88m £23.02m

Years 26 to 30 £16.83m
- £1.88m £18.71m

Total £122.03m £8.87m £11.28m £142.18m
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In addition to the costs shown above we have included on-going additional capital 
costs of £426k in 2012-13 to reflect other capital works such as refurbishment of 
sewerage treatment plants. This reduces to £242k per annum for future years.

We have assumed there will be no real increases in maintenance costs.

8.8 The Valuation

The final valuation issued by CLG is £74.7m (a reduction of £0.4m from the draft 
valuation), and is the valuation used within our calculations.

8.9 Summary of the HRA Business Plan 

The Housing Revenue Account Business Plan is split into 2 accounts, the revenue 
account, which shows the day to day running costs of the landlord account and the 
capital account, showing the capital programme and its funding. 

After the end of the subsidy system the business plan shows that the revenue 
account is viable. Importantly, the capital account shows a fully funded capital 
programme. 

8.10 Annual & Cumulative Surpluses

Appendix 1 demonstrates the annual surpluses generated from the base business 
plan and also shows the cumulative build-up of revenue balances for the thirty years 
of the plan. This assumes no debt repayment.

8.11 Sensitivities

There are a key number of sensitivities that can be run to test the business plan. All the 
sensitivities have the same assumptions as the base model except where indicated. The 
sensitivities we have undertaken are as follows:

1. Sector’s forecast interest rates for 50 year loans for March 2012 is currently 
4.3%, and with discount this would equate to a revised rate of 3.45%. This higher 
rate has been included as sensitivity.

2. We have included a more pessimistic view of interest rates to test the impact on 
the business plan. We have used 4%.

3. We have assumed new build with the following assumptions:

a. 5 new build units per annum for 5 years with unit cost of £85k with rents 
set at average 80% market rent for South Holland

b. 15 new build units per annum for 5 years with unit cost of £85k with rents 
set at average 80% market rent for South Holland

c. 20 new build units per annum for 5 years with unit cost of £85k with rents 
set at average 80% market rent for South Holland

d. 25 new build units per annum for 5 years with unit cost of £85k with rents 
set at average 80% market rent for South Holland
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4. Amending the capital works to reflect asbestos costs over 30 years, and increase 
disabled grants to £425k per annum from the current £375k. Additionally we have 
assumed a bathroom lifecycle of 20 years rather than the current 25 years

5. Void rates increasing from 1% to 4%pa (to reflect potential increase in voids 
arising from change in housing benefit rules)

HRA Revenue Account Working 
Balance

HRA Capital Account Cumulative 
Shortfall

Year 5

£m

10

£m

20

£m

30

£m

5

£m

10

£m

20

£m

30

£m

Base HRA BP model 7.97 18.18 66.39 166.28 0.00 0.00 0.00 0.00

1. Interest rate at 3.45% 7.09 16.32 62.26 159.38 0.00 0.00 0.00 0.00

2. Interest rate at 4% 5.07 12.06 52.79 143.56 0.00 0.00 0.00 0.00

3a. 5 new build units pa for 5 
years

6.02 16.65 66.05 167.92 0.00 0.00 0.00 0.00

3b.15 new build units pa for 5 
years

2.83 14.17 65.79 171.44 0.00 0.00 0.00 0.00

3c.20 new build units pa for 5 
years

2.19 13.76 66.20 173.41 0.00 0.00 0.00 0.00

3d.25 new build units pa for 5 
years

1.77 13.56 66.80 175.51 0.00 0.00 0.00 0.00

4. Revised capital costs 7.70 17.56 64.86 152.38 0.00 0.00 0.00 0.00

5.  Void rates increasing to 4% 
pa from 1% pa

5.01 12.15 51.85 139.01 0.00 0.00 0.00 0.00

8.12 Sensitivity Results

Change in Interest Rates

An increase in interest rates will reduce revenue balances but not to a significant 
degree, whilst the capital programme is still affordable.

Sector has also looked at a mix of loans for South Holland where the whole portfolio 
is spread over 12-50 years, with a large degree of longer-dated loans to provide an 
average rate of around 3.1%, based on today’s rates. The difference between that 
and South Holland’s 50-year example of 3.21%, would provide an opportunity to 
reduce interest costs by £67,000 per annum, whilst providing some longer-term 
funding, and the option of rescheduling/refinancing at any point in the business plan, 
if interest rates provided a credible opportunity. It is always a decision between 
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certainty of fixed rates, or flexibility to change the strategy, which will carry with it a 
small degree of refinancing/interest rate risk. Sector will continue to monitor the 
shape of the yield curve (interest rate expectations) in the run up to the key date of 
26th March 2012 and advise the Council accordingly

New build options

A range of new build options were undertaken to test their affordability. The 
sensitivities ranged from 5 new units per annum to 25 units per annum for a 5 year 
period. The 5 new build units per annum is affordable from available resources.

For the other options, these are affordable if additional borrowing is undertaken to the 
level shown below:

 15 new units pa equates to £0.75m additional borrowing
 20 new units pa equates to £2.40m additional borrowing
 25 new units pa equates to £4.30m additional borrowing

The £4.2m of additional borrowing required to fund 25 new units would take the 
Council’s debt to £74.5m, just below the debt cap of £74.7m. Unless other capital 
resources are identified it would be difficult to fund any further new build units over 
and above the 25 units per annum for 5 years shown above.

The new build options shown are only indicative of affordability and any decision to 
progress a new build programme would require careful consideration of land 
availability, unit costs, demand, and a more detailed financial feasibility of new build 
options.

Amended capital programme

The amended capital programme includes additional asbestos costs and disabled 
grants, and the re-phasing of costs to reflect the reduction in the lifetime of 
bathrooms from 25 to 20 years. 

The revised capital programme can be afforded within the business plan and revenue 
surpluses are not materially reduced. 

Increase in void rates from 1% to 4%

A change in void rates still produces a viable capital programme but future revenue 
surpluses are reduced due to the loss of income.

8.13 CLG Right to Buy (RTB) Consultation Paper

On 22nd December the CLG issued a consultation paper on right to buy which 
proposed a new maximum discount of £50k per property. There was recognition that 
this may have a detrimental impact on the self financing business plans of local 
authorities. The proposal indicates that the net receipts from RTB sales should be 
used to replace the additional homes sold due to the increased discount. This is for 
the period of the current spending review (until 2014-15) and there is no indication of 
policy post-spending review.
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The net receipt is proposed to be adjusted for allowable costs, and repayment of 
debt. There will also be a government model issued to calculate attributable debt at a 
local authority level. 

It is also not clear how additional income from RTB sales will be allocated, whether it 
will go direct to local authorities to use for new build, or whether there will be an 
extension of the pooling arrangements to benefit high-need local authorities.

For South Holland, the current average RTB valuation is £90k, with an average 
discount of £24k. Under the new arrangements this discount could rise to £50k. 
Current business plan projections are that there will be 5 sales a year. Below are 
sown some worked examples with the caveat that assumptions have been made on 
the attributable debt per unit for South Holland.

Worked Examples

1. If the RTB sales in 2012-13 to 2014-15 rise from the projected 5 to 10 sales with an 
average receipt of £40k (£90k - £50k) then we forecast that there will be no additional 
receipts available for new build.

2. If the RTB sales in 2012-13 to 2014-15 rise from the projected 5 to 15 sales with an 
average receipt of £40k (£90k - £50k) then we forecast that there will be no additional 
receipts available for new build in 2012-13, but there would be £80k in total available 
during the following 2 years.
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Section 9 – Governance

SHDC are currently in the process of considering revised governance arrangements 
to control and manage the HRA Business Plan and related processes, for reasons 
outlined below. Our deliberations are based upon the following position statement.

We don’t plan to fail; we fail to plan
The reforms to the HRA usher in a fundamental change to the way local authorities 
plan their housing service. Historically, the annual HRA subsidy settlement prevented 
any effective long-term forward planning process because authorities could not know 
in advance, with any degree of certainty, the extent to which their future subsidy 
settlements would affect the housing business. From 1 April 2012 this will change.  
In many ways, there is a direct parallel to housing stock transfer where a local 
authority sets its housing function free as a Housing Association.  Freed from the 
restrictions of the sector, the HA must plan long term.  For stock transfer freedom 
brings responsibility and risk; there is nowhere else to look if things go wrong; no 
easy bail-out. From April 2012, a very similar situation will exist between the 
government and local authorities.  With the abolition of subsidy authorities will be set 
free and their HRA will become free-standing and self responsible. With this change 
in the way the HRA needs to operate comes a consequent need to change the 
governance arrangements applicable to the process

9.1 Current arrangements
 A five year HRA business plan is prepared covering both capital and revenue 

aspects of the business;
 The budget is approved annually (usually consulted on in December and then 

agreed in February including rent setting) by Full Council; 
 The budget is monitored monthly at a managerial level;
 There is a quarterly performance and governance report to Cabinet which 

includes a very high level summary of the HRA highlighting any expected 
and/or significant in-year budget variances; 

 The outturn position is reported to Cabinet annually;
 The annual financial statement is presented to Governance and Audit 

Committee for scrutiny and signed off by Full Council. The HRA forms part of 
the consolidated accounts; and 

 The Capital Programme follows the same process.

While the above system is entirely appropriate for an annualised planning process, it 
has some significant drawbacks in the kind of environment of concerted forward 
planning which will exist post April 2012:

 The business plan is for the short term only (5 years).  The medium and 
longer terms don’t feature;

 The business plan is prepared 5 yearly rather than being updated annually on 
a rolling basis.  Consequently the council is rarely looking 5 years ahead. The 
last plan expired in 2011;

 The business plan is not updated for known events between its major review 
periods.  It serves as a strategy document and little else;
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 The government set out the financial detail of its Self-financing reforms by 
using a 30 year valuation and business plan methodology; a strong hint that 
authorities ought to be adopting a similar methodology to forward plan their 
housing business. In this respect, the current business planning process at 
South Holland will not be fit for purpose post April, which is why this 
document has been prepared;

 The only stakeholders involved in this process are Members and Officers; and
 Because the focus is purely on one (the current) year there is a strong 

inclination to “spend up to budget”.  Where slippage is concerned, this can 
mean that resources are spent on non-essential items just to satisfy the 
budget rather than being accrued to a following year to be spent on their 
intended target.  This happens because no one can really see beyond the 
current year.

9.2 Key Stakeholders
HRA reform is enabled by the Localism Act. Central to the reforms is an expectation 
that local authorities will have heightened local accountability for their housing 
business in future on the basis that the Council will have total control of its housing 
finances and nobody else to blame if things go awry.
In addition to Members and Officers, “stakeholders” might include:

 Tenants;
 Leaseholders;

 Staff; and
 Any community groups with strong links to the housing service.

There is therefore, and in the spirit of “localism”, an opportunity for the Council to 
consider its housing stakeholders and the extent to which they might be included in 
any future governance arrangements.

9.3 Available options for future governance arrangements

A Continue as now but use a 30 year business plan
While the current budget setting and monitoring process is adequate, it is the 
business planning procedures which fall short of purpose.  Merely extending the 
period of the plan to 30 years will serve little practical purpose if the plan is then 
shelved as a strategy document; sitting clear of the budgetary process.
The crucial failings of this option will be:

 It does not address the existing lack of connection between the budgetary 
and business planning processes; between the operational and strategic 
processes

 Because the operational and strategic processes do not inform each other 
accountability is weakened by uncertainty; it is difficult to see how in-year 
operational decisions affect the longer-term performance of the business.

 Stakeholder involvement will be unchanged and arguably not in the spirit of 
localism
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B As now but formalise the business planning process
Implement a business planning process to sit alongside (and linked) to the budgetary 
process.  It would look like this:

 The Business Plan is prepared annually alongside the revenue and capital 
budgets.  The two inform, and are consistent with, each other;

 The business plan always reflects the strategic needs of the housing service 
(for example it will always contain the financial effects of the asset 
management strategy) and this feeds down into detailed annual budgets;

 The business plan and associated annual budget are timely approved before 
each financial year;

 Officers continue to monitor performance against budget on a monthly basis, 
but they do so with the benefit of seeing the picture well beyond the end of 
the current financial year, reducing the urge to spend the annual budget in 
year.  This happens because officers can see their ‘budgets’ over a much 
longer timeframe;

 Operational budget variances would feed into the business plan on a 
quarterly basis permitting their effect on the short, medium and longer term to 
be assessed;

 A quarterly performance and governance report would continue to go to 
Cabinet each cycle, but this would include a budget variance report and –
crucially – a business plan variance report;

 The outturn budget and revised forward business plan would be reported to 
cabinet.  Cabinet would consider any changes to the plan as well as a risk 
assessment thereon.  Post approval this revised plan would form the basis of 
the next year’s detailed budget; and

 Sign off of annual accounts would be unaffected.

The key additional advantages of this process are:
 It firmly establishes a direct link between the operational (budget) and 

strategic (business plan) aspects of the business;  
 At all times Members and Officers will be able to see the future consequences 

of current actions as well as future requirement to spend; and  
 It addresses a key failing of the current system and embraces the new culture 

of planning for more than just the current financial year.

The key disadvantages are:
 The bulk of the process is in the officer domain; and
 Members will observe the business plan quarterly and review the business 

annually, which is, arguably, insufficient attention and which would act to 
concentrate control of the plan in the hands of Officers.

However, by modifying option B to address these deficiencies we can derive option C 
as follows.
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C Business Plan Steering Group (as above but with dedicated stakeholder 
engagement)

By setting up a dedicated group to oversee the business plan on a quarterly basis, 
stakeholder involvement in the process can be heightened.  Furthermore, by 
choosing carefully the membership of the group, the spread of stakeholders can be 
chosen to best satisfy localism priorities. The dedicated group would, on a quarterly 
basis (in any event timed to precede cabinet) consider the detailed budgetary control 
reports, their impact upon the business plan and the council’s priorities for the 
business plan as well as any required changes to strategic priorities. They would 
oversee and approve the quarterly report to Cabinet. Effectively, this ensures that the 
business plan is kept under close review and is always current.  Moreover, it places 
stakeholders (and SML term strategy) at the heart of that review process whilst still 
retaining ultimate Member control.
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Section 10 – Future Actions

9.1 Action Plan – high level actions 
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Project Title 

Name of 
Lead Officer

2012/13 Milestones
2013/14

2014/15

Q1 Q2 Q3 Q4
Future 
Milestone
s

Future 
Milestone
s

Review of 
Sheltered/Supporte
d Housing Services

.

:  

Options appraisal –
trading 
opportunities for 
CSU

Review of Asbestos 
Policy 
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Lead Officer

2012/13 Milestones

2013/14

Milestone
s

2014/15

Milestone
s

Q1 Q2 Q3 Q4
Future 
Milestone
s

Future 
Milestone
s

Business Process 
Re-engineering of 
Voids/Repairs 
process 

RS/DS/JC/K
B

. Q1: 

Q2

Q3: 

Q4:  

Q1: 

Q2: 

Q3: 

Q4:  

Review of Charging 
Policy – Sewage 
Treatment works  

RS

Develop and adopt 
a new allocations 
policy flexible 
tenancies

AB/DS
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Name of 
Lead Officer

2012/13 Milestones

2013/14

Milestone
s

2014/15

Milestone
s

Q1 Q2 Q3 Q4
Future 
Milestone
s

Future
Milestone
s

Develop new 
affordable housing 
units 

RS 

.

15

Q1: 

Q2

Q3: 

Q4:  15

Q1: 

Q2: 

Q3: 

Q4:  15

Solar PV options 
for the Housing 
stock

RS/DS

Detailed 
report tabled 
by October 
2012

Stock Inventory Full 
inventory 
of stock 
completed 
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Year Year
Surplus 

(Deficit) for the 
Year

Surplus 
(Deficit) b/fwd

Interest 
Receivable

Surplus (Deficit) 
c/fwd

£,000 £,000 £,000 £,000

1 2012.13 1,815 1,594 18 3,426

2 2013.14 1,195 3,426 40 4,662

3 2014.15 784 4,662 101 5,547

4 2015.16 994 5,547 121 6,662

5 2016.17 1,163 6,662 145 7,969

6 2017.18 1,485 7,969 174 9,629

7 2018.19 1,635 9,629 209 11,473

8 2019.20 1,787 11,473 247 13,507

9 2020.21 1,943 13,507 290 15,739

10 2021.22 2,105 15,739 336 18,180

11 2022.23 3,094 18,180 395 21,669

12 2023.24 3,286 21,669 466 25,421

13 2024.25 3,483 25,421 543 29,447

14 2025.26 3,688 29,447 626 33,761

15 2026.27 3,899 33,761 714 38,374

16 2027.28 4,116 38,374 809 43,298

17 2028.29 4,340 43,298 909 48,548

18 2029.30 4,573 48,548 1,017 54,137

19 2030.31 4,811 54,137 1,131 60,079

20 2031.32 5,058 60,079 1,252 66,389

21 2032.33 5,662 66,389 1,384 73,435

22 2033.34 5,933 73,435 1,528 80,896

23 2034.35 6,212 80,896 1,680 88,788

24 2035.36 6,501 88,788 1,841 97,130

25 2036.37 6,799 97,130 2,011 105,940

26 2037.38 8,666 105,940 2,205 116,811
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27 2038.39 9,020 116,811 2,426 128,258

28 2039.40 9,385 128,258 2,659 140,302

29 2040.41 9,761 140,302 2,904 152,967

30 2041.42 10,149 152,967 3,161 166,277


