
APPENDIX 4 

HOUSING REVENUE ACCOUNT (HRA) – ESTIMATES 2012/13 AND HRA CAPITAL 
PROGRAMME 2012/13 TO 2016/17

1.0 INTRODUCTION

1.1 This appendix outlines the amendments needed to the 2012/13 budgets previously 
considered at Cabinet on 18th January 2012 for the Housing Revenue Account (HRA),
following the issue of the HRA Self-Financing Settlement by the government on 1st

February 2012, consideration of the resultant 30 year HRA Business Plan and capital 
investment options. These changes align the budget with the assumptions made in the 
HRA Business Plan. This will give a starting position for the HRA, from which to commence 
financial management under Self-Financing. Full details and analysis of the opportunities 
and risks that the business plan provides are included in the business plan report. Members 
have the opportunity to consider a variety of options for the type and nature of debt, 
repayment profiles, capital investment and service delivery.

1.2 Amendments to the budgets are proposed in the following areas:
 Contribution to Major Repairs Reserve – to align with the settlement
 Interest Payable – to reflect current interest rates and confirmed borrowing levels
 Rental income – to reflect move to target rent on re-let properties
 Working Balances – to confirm level of approved balance.

1.3 The HRA business plan shows that the planned major repairs programme over the period 
of the plan can be financed and also identifies capacity for further capital investment 
opportunities. The options for future investment are covered more fully in the main report 
and in the Asset Management Plan (appendix 2). This appendix outlines the baseline Five 
Year Capital Programme, which allows the maintenance of Decent Homes. Additional 
capital investment options will be added to this base programme when approved.

2.0     HRA SUPPLEMENTARY ESTIMATES FOR 2012/13

2.1    The following table shows the HRA estimates by type of spend and highlights the changes 
made since January’s Cabinet report.

Table A – Draft HRA Estimates by type of spend for 2012/13 showing changes since 
January Cabinet

Expenditure
Draft

Estimate
2012/13

Jan Cabinet
£000

Draft
Estimate
2012/13

Feb Cabinet
£000

Variance
£’000

Variance
%

Employee 2,604 2,604 -           -%
Premises 1,828 1,828 - -%
Transport 362 362 - -%
Supplies & Services 1,628 1,628 - -%
3rd Party Payments 697 697 - -%
Transfer Payments           41           41 - -%
Support Services 189 189 - -%



Capital Charges 3,217 3,258 41 1%
Direct Revenue Financing 650 650 - -%
Interest Payable 2,904 2,300 (604) (21%)

Total Expenditure 14,120 13,557 563 (4%)

Income
Rents (13,697) (13,738) (41) (0.3%)
Fees and Charges (687) (687) %
Grants (637) (637) %
Other (325) (325) %

Total Income (15,346) (15,387) (41) (0.3%)

(Surplus)/ Deficit (1,226) (1,830) (604) (49%)

2.2 Capital Charges have increased to show a larger contribution to the Major Repairs Reserve. 
This brings the estimate in line with the Major Repairs Allowance value used in the Self-
Financing settlement calculation. The Major Repairs Reserve is used to finance the capital 
programme.

2.3 When the draft estimates were prepared in January, the amount payable to the Secretary of 
State had not been finalised and a prudent estimated interest rate of 4% was used. The 
interest payable has now been calculated based on the settlement figure issued by the DCLG  
(£67.456m) and using current rates available from the PWLB for a 50 year interest only loan 
(3.21%). This has reduced interest costs by £604,000. The interest rate includes the discount 
to be made available to local councils for debt settlement of 0.85%. It should be noted that 
interest rates changes are likely and that the business plan has modelled these sensitivities to 
demonstrate affordability.

2.4 The 2012/13 rent increases approved by Council was set in line with the Government’s 
recommended guideline rent increase. This assumes a stepped move towards Target 
Rents, with rent convergence being achieved in 2015/16. The rent estimate has now been 
increased to allow for a change in policy of applying the target rent on all re-lets from April 
2012. This is estimated to generate approximately £40k additional income.

2.5 The Council must set a budget for the HRA, which is a realistic statement of its estimated 
income and expenditure for the coming year based upon information currently available.
The HRA cannot, by law, be in deficit. As a ring-fenced account the HRA maintains its own 
reserves. It aims to hold a level of working capital balances. This has been based on an 
allowance of £173 per property - £672,000. In addition, the HRA holds an amount of 
£200,000 earmarked for insurance payments. In light of the changes to the HRA financing 
regime, it was considered increasing the level on minimum balances to £1.5m. It is now 
proposed, however, to maintain the existing level of balances. The HRA holds balances at 
1 April 2011 of £1.829m. A net expenditure budget of £235k was set for 2011/12. This is 
funded from HRA balances. Current forecasts predict an underspend of £402,000 in 
2011/12, giving an estimated balance of £1.996m in hand at 1 April 2012.

3.0 HRA ESTIMATES 2012/13

3.1    The following table shows the HRA estimates by type of spend compared to the original 
2011/12 estimates. This highlights the significant changes brought about by the reforms with 
the authority retaining the money formerly paid over for HRA subsidy (transfer payments) 



although this is partly offset by the interest paid on the loan. For comparison 2011/12 subsidy 
figure represented 36% of the rental income, whereas interest payable is equivalent to 17% of 
rental income.

Table A – Draft HRA Estimates by type of spend for 2012/13

Expenditure
Original
2011/12
£’000

Draft
2012/13
£’000

Variance
£’000

Variance
%

Employee 2,540 2,604 64           3%
Premises 1,773 1,828 55 3%
Transport 350 362 12 3%
Supplies & Services 1,468 1,628 160 11%
3rd Party Payments 690 697 7 1%
Transfer Payments 4,610           41 (4,569) (99%)
Support Services 175 189 14 8%
Capital Charges 2,149 3,258 1,109 52%
Direct Revenue Financing 498 650 152 31%
Capital charges Adjustments 45 0 (45) (100%)
Interest Payable 19 2,300 2,281 12,005%

Total Expenditure 14,317 14,120 (760) (5%)

Income
Rents (12,710) (13,738) (1,028) (8%)
Fees and Charges (630) (687) (57) (9%)
Grants (657) (637) 20 3%
Other (85) (325) (240) (282%)

Total Income (14,082) (15,387) (1,305) (9%)

(Surplus)/ Deficit 235 (1,830) (2,065) (879%)

4.0 IMPLICATIONS

Risk
4.1 Key risk areas which arise from these changes are as follows:

 Financial Management – It is imperative that sound financial management practices are 
adopted by budget managers to avoid potential overspends and to identify issues swiftly so 
that they can be dealt with promptly. A revised Governance structure need to be in place to
allow the effective financial management of the HRA under the new finance regime.

 Interest Rates – Interest rates impact on levels of investment income to the HRA and also 
on interest charges payable by the HRA. The interest on the self-financing debt of 
£67.456m is shown at a fixed rate of 3.2% in these draft estimates. This is the current rate 
available to councils but is likely to alter when the loan for the debt repayment is taken out
on 28th March. Sensitivity testing has been undertaken to ensure that borrowing is 
affordable, in accordance with the Prudential Code for capital. Interest is also paid by the 



HRA to the General Fund for its historic debt level (£2.7m). This is charged at the current 
estimated rate of 3.2%. Interest earned on cash balances is estimated at current rate of 
return.

 Housing Policy - Policy and practice within the HRA is being comprehensively reviewed, 
in consultation with tenants, in the light of the opportunities in the Localism Act. Any 
resulting changes will need to be fully costed and the financial impact on the business plan 
assessed. 

 Treasury Management - The proposed HRA reforms present several risks for the 
Council’s treasury management. It will need to manage the transition from debt-free status 
to holding borrowing for the first time in several years, minimising impact on the General 
Fund. It will need to be able to respond flexibly to potential variations in HRA forecast cash 
flow. The requirements arising from the HRA reforms have been incorporated into the 
Council’s latest Treasury Management Strategy.

5.0 CAPITAL PROGRAMME 2012/13 to 2016/17

5.1 The Council prepares a rolling five year capital programme, approved annually before the 
start of the year. The changes to the HRA financing regime potentially provide wide ranging 
options for the HRA’s capital investment programme. As a result a baseline programme has 
been prepared, which presents an affordable programme of major repairs, disabled 
adaptations and other capital spend. This is set out in the following table. This is based 
upon the major repairs programme produced from stock condition information and is in line 
with current asset management plans. 

5.2 The Business Plans indicates that surpluses will be available for investment in HRA stock.
Members will wish to consider options for further investment arising from the business plan 
report and these will be included into this baseline programme as they are approved



APPENDIX B

Scheme Description 2012/13 2013/14 2014/15 2015/16 2016/17 Total
£000 £000 £000 £000 £000 £000

Council House - Central Heating Upgrades 600 2,150 1,900 1,900 1,900 8,450
Council House - External Wall Insulation 350 350
Council House - Asbestos 320 450 450 450 450 2,120
Council House - Kitchen/Bathroom Replacement 1,210 2,200 2,050 2,000 2,000 9,460
Council House - Re-roofing 203 290 690 740 740 2,663
Council House - Housing Site Enhancements 150 150 150 150 150 750
Disabled Adaptations - Public 375 375 375 375 375 1,875
Sewage Treatment Refurbishment 60 60 60 60 60 300
Community Centre and Office Extensions 166 166

ICT (20% charge to  HRA):-
 - ICT Strategy 20 20 20 20 80
 - Microsoft Upgrades 18 18
 - New Switches and Software Upgrades/Licences (20% HRA)
 - CITRIX Servers 8 8
 - Desktop Hardware 11 11
 - Content Management System 8 8
 - DMZ storage 5 5

Total Capital Programme 3,484 5,695 5,695 5,695 5,695 26,264

Description 2012/13 2013/14 2014/15 2015/16 2016/17 Total
£000 £000 £000 £000 £000 £000

Capital Receipts - HRA 381 103 108 89 92 774
Direct Revenue Funding - HRA 650 1,420 2,140 2,077 1,991 8,277
Major Repairs Allowance 2,453 4,172 3,447 3,529 3,612 17,213

Total Funding 3,484 5,695 5,695 5,695 5,695 26,264

HOUSING REVENUE ACCOUNT CAPITAL PROGRAMME 2011/12 TO 2015/16

HOUSING REVENUE ACCOUNT CAPITAL PROGRAMME 2011/12 TO 2015/16 FINANCING


