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________________________________________________________________________
To:

Council

On:
25 February 2016
________________________________________________________________________
Report by: Director of Development & Housing Services and Director of Finance &
Resources
________________________________________________________________________
Heading:

Housing Revenue Account Budget & Rent Levels 2016/17 and Housing
Capital Investment Plan 2016/17 to 2018/19
________________________________________________________________________
1.

Summary

1.1

This report details the proposed Housing Revenue Account (HRA) budget for
financial year 2016/17 and sets out the information which allows consideration of
the planned rent increase for 2016/17.

1.2

The report also details the Housing Capital Investment Plan for the three year
period 2016/17 to 2018/19.

1.3

In setting the 2016/17 HRA budget, members will wish to consider the medium and
longer term context for the HRA in light of the ongoing risks and challenges facing
the HRA as a result of Welfare Reform policy changes and the rollout of Universal
Credit.
_______________________________________________________________________
2.

Recommendations

2.1

It is recommended that the Council:
a) Considers the contents of this report and approves an average weekly rent
increase of 2.0% for 2016/17,
b) Notes the findings of the recent Tenant Consultation exercise,
c) Approves the Housing Revenue Account Budget for financial year 2016/17 as
detailed in Appendix 2,
d) Notes the Council’s continued commitment to mitigate the impacts of welfare
reform on Council tenants through the earmarked HRA resources over the
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period to 2017/18 to deliver a programme of measures intended to support
tenants to manage the negative impacts of welfare reform,
e) Approves the Housing Capital Investment Plan 2016/17 to 2018/19 as detailed
in Appendix 3 of the report,
f) Notes the continuing requirement to achieve best value and an optimum
workflow over the 3 years of the investment plan and authorises the Director of
Development and Housing Services to work in conjunction with the Director of
Finance and Resources to re-profile the capital programme and available
resources, as necessary, in line with the appropriate limits established under
the Council’s capital prudential framework arrangements, and
g) Notes the continuing risks to the Housing Revenue Account including the
uncertainty associated with the impact of the rollout of welfare reform changes,
particularly in relation to Universal Credit and direct payments.
_______________________________________________________________________
3.

Medium Term Financial Climate

3.1.

The HRA continues to operate in a period of uncertainty as a result of the UK
Government’s Welfare Reform policy changes, which have placed additional
financial stress on families, pressure on Council services and present a significant
financial risk to the HRA which includes the roll out of Universal Credit.

3.2.

The Council set aside HRA balances of £5m for measures to mitigate the impact of
welfare reform over the period from 2013/14 to 2017/18. This included additional
staffing to deal with the increased contact needed with tenants, support for the
development of initiatives for unemployed Council tenants and the establishment of
a Council Tenant Assistance Fund (CTAF). During 2014/15 the requirement for the
CTAF was removed as a result of additional DHP funding received from the Scottish
Government.

3.3.

It is expected that £1.8m of the Welfare Reform reserve will have been used by the
end of financial year 2015/16 with £3.2m remaining to mitigate the impact of welfare
reform.

3.4.

The single biggest risk factor facing the HRA remains the uncertainty aligned to the
roll out of Universal Credit and the potential impact of direct payment of housing
benefit to tenants. At present £29m of housing benefit is paid direct to the Council
from Housing Benefit, representing 66% of total rental income and around 7,900
tenants.

3.5.

The roll out of Universal Credit in Renfrewshire began in June 2015 and at this
stage is limited to single new claimants in receipt of Job Seekers Allowance. Whilst
the numbers affected so far are small (169 at 1 February 2015), it should be noted
that of this group under 10% had a clear rent account. Currently c. 70% of tenants
not in receipt of Universal Credit have a clear account, so this provides an early
indication of the potential requirement for managed payments and the additional
resources which may be required to support tenants on benefit during the roll out of
Universal Credit.

3.6.

At present there is no detail available on the use of the Scottish Government’s
devolved powers in relation to Welfare Reform and direct payments. In order to
reflect the expected pace of the roll out of Universal Credit, the current planning
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assumption for financial year 2016/17 assumes that the provision for bad debt
remains at the 2.5% level established in 2015/16. However, there is an
expectation that the level of 2.5% may require to increase by c. 1% per annum
over the medium term to 2020.
3.7.

The HRA is a ring-fenced account and any financial strategy must ensure that
service delivery can be maintained within the available resources on the account.
It is therefore essential to maintain a level of general reserves which provides
adequate protection to the HRA against the short term impact of the
materialisation of any risks, including the uncertainty over the impact of welfare
reform on arrears and rental collection. It is therefore considered prudent to
maintain the level of unallocated balances on the HRA at £6.8m.
________________________________________________________________________
4.

HRA Budget Planning Assumptions

4.1.

The rental income generated by the HRA must support service delivery, the costs of
maintaining the housing stock and the financing costs to service the investment
required in HRA assets.

4.2.

The estimated housing stock for 2016 is 11,954 and the level of void properties is
expected to be maintained at 3%. The £500,000 budget allowed in financial year
2015/16 to improve decoration for some lower demand empty homes will continue
into 2016/17.

4.3.

Savings of £1.145m will be achieved across several workstreams by realigning
budgets to meet current service requirements as detailed in Appendices 1 and 2.

4.4.

Pay inflation is assumed at 1% across all pay groups as detailed in Appendices 1
and 2.

4.5.

There is no provision for non pay inflation in the 2016/17 budget given the
stabilisation in underlying inflation levels moving into next year and the medium
term.

4.6

Implementation of the 2016/17 rent increase will be aligned to the rent charging
structure previously agreed by the Council and introduced from April 2011. The
revised rent structure is being implemented in phases with a transitional premium
cap of £1.50 per week for any rent which requires to be increased. Consequently,
the increase will exceed the rent increase agreed for 2016/17 for some tenants and
for others will be less as rents move towards the target level. By the end of financial
year 2016/17 it is anticipated that approximately 96% of tenants will have reached
the target rent for their property.

4.7

The approved rent restructure also revised the methodology for charging District
Heating and Launderette Services. The actual costs of the service are charged to
users and the charge is reviewed annually considering both prior years actual costs
and future year cost projections. Following the implementation of the Calside and
George Street Heating Schemes in 2015/16 only a few users will be charged
directly by the Council for District Heating.
_____________________________________________________________________
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5

Financing Costs

5.1.

The rental income generated by the HRA must support the financing costs to
service the investment required in council stock to ensure that the Scottish Housing
Quality Standard, achieved with the completion of SHQS, is maintained on an
ongoing basis. The strategy of using HRA surpluses and Capital Financed from
Current Revenue (CFCR) to reduce new debt and smooth debt repayments will
continue to be applied to ensure the medium to long term sustainability of the HRA.

5.2.

Details of the HRA Capital Investment Plan 2016/17 to 2018/19 can be found in
sections 7 and 8.
________________________________________________________________________
6

Tenant Consultation

6.1

The Scottish Housing Charter established the need to consult with tenants on key
aspects of service, including rent charges. A consultation with tenants on proposed
changes to rents for 2016/17 was conducted through the Peoples News. The
consultation ran from 28 December 2015 to 23 January 2016 and sought tenants’
views on two options, a rent increase of 2% or 3%. 118 responses were received
(the Council has c. 11,700 tenants), the majority of which (81.4%) supported the
proposed 2% rent increase.

________________________________________________________________________

7

Housing Capital Investment Plan – 2016/17 to 2018/19

7.1.

Overview

7.1.1. The proposed Housing Capital investment Plan for the 3 year period from 2016/17
to 2018/19 is attached at Appendix 3. The total value of the plan is £52.1m and
includes allowances for new build homes, regeneration and the lifecycle
replacement programmes which will be required to ensure council house stock is
maintained at the Scottish Housing Quality Standard (SHQS) now all operational
construction work on the SHQS programme has now been completed.
7.1.2. The planned capital investment in 2016/17 will be £14.2m, followed by £21.1m in
2017/18 and £16.8m in 2018/19. The plan will be reviewed on an annual basis
incorporating an ongoing assessment of risk.
7.1.3. Authority is granted to the Director of Development & Housing Services to flexibly
manage the capital investment programme as necessary to ensure optimum use of
resources within the corporate limits of prudential borrowing. It is proposed that this
facility remains in place over the life of the new three year plan detailed in Appendix
3.
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7.1.4. The table below sets out the proposed composition of the plan for 2016/17 and how
it will be funded.
2016/17 Programme
Funding
Lifecycle Replacement
£9.3m Prudential Borrowing
Regeneration
£2.9m Receipts from House Sales
New Build
£2.0m Capital from Current Revenue

£11.9m
£0.9m
£1.4m

Total

£14.2m

£14.2m Total

7.1.5. The end of the Right to Buy Scheme in August 2016 will result in a lower level of
receipts from Council House Sales in 2016/17. The number of sales for 2016/17 is
forecast to reach 30 by the end of the scheme.
7.2

Lifecycle Replacement

7.2.1. The SHQS programme achieved a key milestone in April 2015 with the completion
of the £138m investment programme. At April 2015 84.5% of homes fully met the
SHQS (100% with allowed abeyances). There is now a requirement to maintain
homes at this standard, to deliver a catch up programme for those properties in the
abeyance category and to invest in those properties which had been assessed as
complying prior to 2015 but subsequently drop below the standard. The capital
programme for 2016/17 to 2018/19 will deliver a total investment of £28.3m in
lifecycle replacement.
7.2.2. The Council is required to ensure that all stock achieves the minimum energy rating
under the Energy Efficiency Standard for Social Housing (EESSH) by the first
milestone of 31 December 2020. It was assessed at April 2015 that around 62% of
the Council’s housing stock met the 2020 standard as a result of the measures
introduced to achieve SHQS. The Council’s position is that EESSH will be achieved
through capital funding plans for lifecycle replacement, together with Government
sourced supplementary funding (e.g. HEEPS:ABS) and other external sources such
as ECO.
7.2.3. The main categories of programme expenditure are:
x Kitchens, bathrooms and rewiring
x Heating
x External improvements
x Energy Efficiency and Carbon Reduction Programmes
x Other priorities such as Disabled Adaptations
7.2.4. The internal investment programme for 2016/17 will focus on dwellings where
tenants had not previously given access during the SHQS programme. Work to
upgrade a property to SHQS standard can be carried out where tenants now
provide access or a property becomes void. As a result of the SHQS programme,
kitchens, bathrooms and rewiring combinations will only be carried out in properties
which are void or were otherwise in abeyance at the end of the SHQS programme
until 2020 at the earliest. There will, however, continue to be a heating upgrade
programme in 2016/17, made up of a combination of tenanted and void properties.
The plan for next year will include the following:
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2016/17 Planned Improvements
Abeyances and void kitchens, bathrooms and rewiring
Heating Upgrades
External Fabric Upgrading

300
250
200

7.2.5. Further detail on the Lifecycle Replacement programme elements can be found at
section 8 below.
7.3

Regeneration

7.3.1. The capital investment plan also includes an allowance of £9.9m for the Council’s
contribution to regeneration programmes in the West End of Paisley and the
Tannahill area of Ferguslie Park. Allowance has also been made for the acquisition
of privately owned houses and the demolition of vacant blocks associated with the
regeneration of Johnstone Castle, which will be progressed over the course of the
next few years.
7.4.

New Build

7.4.1. The Capital Investment Plan also continues to include provision for investment in
affordable social housing in Renfrewshire. The plan includes provision for 224 new
build properties – 24 at Seedhill Road in Paisley, 100 at Dargavel Village, Bishopton
and 100 in the Johnstone area as part of the regeneration initiative.
7.4.2. These three projects are included in the Strategic Housing Investment Plan (SHIP)
2015/16 to 2019/20 and it is intended to secure Scottish Government grant funding
from the Affordable Housing Programme to help deliver these new homes. The
new build programme assumed a grant benchmark for Council new build of £46,000
per unit with the remainder of the development cost being funded through the HRA.
However the Scottish Government announced in January 2016 that the benchmark
subsidy level for Council programmes would increase to £57,000 and would apply
to those schemes in the current Strategic Local Programme Agreement yet to be
given final approval. It is therefore expected that the three council new build
projects currently in the SHIP will be awarded grant at the higher subsidy level of
£57,000.
7.4.3. The Council’s planned new build along with the other RSL new affordable housing
included in the SHIP, will see a substantial number of new high quality affordable
homes being built in the next 5 years. The Council will continue to work in
partnership with RSLs to take forward other projects to deliver affordable housing in
Renfrewshire as set out in the SHIP and will consider the impact on future
programmes of the increased level of benchmark subsidy.
7.4.4. Design teams have been appointed for the new build council house developments
at Johnstone Castle within Johnstone and Dargavel Village in Bishopton, where
construction is expected to start in autumn 2016, with the first phase of completions
due early 2017. A mix of flats and houses will be delivered with the new homes
being a variety of sizes and layouts from one bedroom flats to three bedroom family
sized homes.
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8

Capital Programme Elements
The following paragraphs describe the main categories of work which are included
in the proposed capital plan programme set out within appendix 3:

8.1.

Kitchens, Bathrooms, Rewiring
There is no planned tenanted programme for upgrading kitchens, bathrooms and
rewiring in 2016/17. There continues, however, to be a need to upgrade properties
where the pre 2015 work has been refused and the tenant is now allowing access
or where the property is void, and the SHQS upgrading can be accommodated with
any general repairs prior to relet.

8.2.

Heating
Heating will be treated in the same manner as described in paragraph 8.1 above.
Allowances have been included for planned replacements for full systems or boiler
only upgrades, as well as similar specifications for void houses. Again the budget
for these targets will be kept under review to account for actual levels of access
achieved, and the phasing of work adjusted accordingly.
In relation to the George Street district heating replacement, the work on upgrading
the heating system in the 137 council houses and 181 owned properties at the
complex is continuing as planned, and it is anticipated that there will only be a small
number of properties left to upgrade in 2016/17.

8.3.

External improvements
The externals budget comprises two key elements in 2016/17 – external envelope
upgrading and windows and doors improvements. While the externals programme
in SHQS addressed many properties assessed at the time as needing external
works, in the intervening time the external fabric of thousands of other properties
have been reassessed and need upgraded over the next 5-10 years. This new
programme will address many of these fabric issues and improve the long term
sustainability of the stock.

8.4.

Energy Programme
A small allowance is included to cover ad hoc costs associated with the delivery of
energy efficiency programmes addressing fuel poverty and carbon reduction.
Following on from the success of the external wall insulation project at Gallowhill,
which has seen 332 tenanted properties and 373 private properties having their wall
insulation improved at no cost to either themselves or the Council, further
investment opportunities are being explored to improve the external wall insulation
in Gallowhill and elsewhere. Any further investment would be fully funded by
energy grants.

8.5.

Multi Storey Flats
As a number of the multi storey blocks have been significantly upgraded in recent
years, the planned investment programme in these blocks has reduced significantly.
A new heating system in Provost Close is currently being investigated to establish
the most suitable type and to ensure all external funding streams are explored fully.
Should this proceed, it is anticipated that it will be carried out within the Building
Services heating contract.
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8.6.

Common and Environmental Works
The main door entry installation contracts were completed in 2015/16, however
there is a small allowance contained in the budget for the remaining systems where
permission had not been previously granted to install them.
An allowance of £200,000 per annum has been included to upgrade the roads and
footpaths which are within the HRA’s responsibilities.

8.7.

Other Council Priorities
As in previous years the programme includes provisional recurring allowances for
disabled adaptations, the treatment of asbestos and wood rot, and for unforeseen
essential property improvements.

8.8.

Other Assets
Provisional Allowances are included for necessary improvements to garages and
shops, as well as the replacement of equipment in common launderettes.

8.9.

Initiatives
An annual allowance is included for properties acquired under the ‘Mortgage to
Rent’ initiative. This allowance is kept under review and may require revision based
on the actual qualifying demand which is primarily owner driven.
An allowance is included for surveys, advertising and sales fees under the strategy
approved by the HACS Board on 13 May 2014 to dispose of single remaining
Council houses in larger common blocks. Following the abolition of the ‘right to buy’,
receipts generated will be used to acquire properties which will bring majority
ownership to the Council.
Investigations are ongoing to establish the best method to upgrade boilers at
sheltered housing complexes taking cognisance of external funding options
available to the Council. At this stage there is an indicative allowance of £200,000
per annum for the next three years allocated to this improvement, however this will
be reviewed in the context of the outcome of the feasibility study and other
assessments.

8.10. Non Property Expenditure
The provision for fees associated with the sale of Council houses is included for
2016/17 only, based on the abolition of the ‘right to buy’ scheme in August 2016.
8.11. Non Physical Investment
A small annual allowance is included for ad hoc scoping surveys associated with
management and investment of housing assets.
________________________________________________________________________
Implications of the Report
1.

Financial – The report and appendices detail the proposed HRA budget and
average weekly rent increase for 2016/17 and the Housing Capital Investment Plan
for 2016/17 to 2018/19.

2.

HR & Organisational Development – None
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3.

Community Planning
Community Care, Health & Well-being - Improving and maintaining housing
conditions for the benefit of tenants.
Empowering our Communities – Tenants were consulted on the proposed
changes to rents for 2016/17 and tenant representatives are involved in the
specification and monitoring of the investment programme.
Greener – Protecting, caring for and enhancing the natural and built environment.
Jobs and the Economy – Construction firms employ local staff.
Safer and Stronger – Ensuring the long term stability of the housing stock.

4.

Legal – The council is required to set an HRA budget for 2016/17 and agree rent
changes for notification to tenants.

5.

Property/Assets – The report proposes the Housing Capital Investment Plan for
2016/17 to 2018/19.

6.

Information Technology – None.

7.

Equality & Human Rights - The recommendations contained within this report
have been assessed in relation to their impact on equalities and human rights. No
negative impacts on equality groups or potential for infringement of individuals’
human rights have been identified arising from the recommendations contained in
the report.
If required following implementation, the actual impact of the
recommendations and the mitigating actions will be reviewed and monitored, and
the results of the assessment will be published on the Council’s website.

8.

Health & Safety – None.

9.

Procurement – The proposed Capital Investment Plan for 2016/17 to 2018/19 will
include procurement of contracts. .

10.

Risk – The HRA Business Plan remains subject to a number of risks including the
impact of welfare reform and cost pressures such as wage and general inflation.

11.

Privacy Impact – None.

_________________________________________________________
List of Background Papers
None.
___________________________________________________________________
Author:

Valerie Howie, Finance Business Partner (Development & Housing Services),
Tel: 0141 618 7796
Email: valerie.howie@renfrewshire.gov.uk
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Appendix 1
Housing Revenue Account – Budget Changes for 2016/17
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Housing Revenue Account – Budget Changes for 2016/17 (cont’d)
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