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1. Introduction 

The purpose of this report is to consider spending plans for the housing service for next 
financial year and to determine how these should be financed through housing rents and 
other sources of income from within the Housing Revenue Account. 

2. Background 

Housing Stock 

North Lanarkshire Council is Scotland's largest public sector landlord with a housing 
stock of approximately 36,900 properties. 

Rent Levels 

The current average weekly rent in North Lanarkshire of f50.59 (over 52 weeks) is 
1 3'h lowest in Scotland and approximately 4% below the national local authority 
average (f 52.67). 

Rent Income 

Projected income from house rents in 2009/10 is f 96.7m, representing approximately 
93% of all HRA income. 

Housing Benefit 

Approximately 62% of Council tenants are in receipt of housing benefit. 

Scottish Housing Qualify Standard and 30-Year Business Plan 

In April 2005, the Council submitted to Communities Scotland a Delivery Plan for the 
Scottish Housing Quality Standard (SHQS). 

The SHQS represents the minimum standard that all social rented housing stock will 
be expected to meet by 2015, and be maintained at thereafter. 

The Delivery Plan was supported by the HRA 30-year financial model, incorporating 
SHQS capital investment targets, together with revised assumptions on income, 
expenditure and activity levels. 

These assumptions were reviewed as part of the budget-setting process for the 
current year and the model updated to reflect any changes. 
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Rent Increases 

2.9. 

2.10. 

2.11, 

Average rent increases of 3.5% have been applied over the last four years, reflecting 
the 30-year business-planning assumptions supporting the SHQS submission (which 
is based on annual rent increases of RPI + 1%). 

Variations in RPI 

The HRA business plan assumes RPI at the previous 2.5% target underlying rate. 
However, it should be noted that actual fluctuation over the last year (January to 
December 2009) averaged 2% with a current RPI of 3.8%. 

Management Costs 

Housing management costs in North Lanarkshire remain well below the Scottish 
average, whilst expenditure on repairs and maintenance continues to be higher. In 
the current year, management costs per house are expected to be approximately 
20% lower than the local authority average. 

3. HRA Revenue Estimates 201 011 1 

3.1. 

3.2. 

3.3. 

3.4. 

3.5. 

The HRA base estimates for 201 0/11 have been prepared by incorporating Current 
Service Provision (CSP) adjustments into the current year’s budget. These are set 
out at Appendix 1. A number of uplifts have been factored into the budget, including 
allowances for future pay awards, employers’ superannuation contribution increases, 
general inflationary pressures and ongoing realignments of resources to reflect the 
HRA 30-year financial model. 

The movement in the HRA budget resulting from these cost pressures amounts to an 
increase of approximately f2.732m (or 2.8%). 

In addition to the above, a reduction in housing stock of approximately 154 properties 
is projected between 2009/10 and 2010/11. This equates to a rental loss of f0.406mI 
which will require to be incorporated into the 2010/11 rent levels. 

The overall movement in the base budget, before consideration of financial savings 
and service improvements, amounts to an increase of f3.138m. This equates to a 
base rent increase of 3.26% (or f 1.65 per week). 

An average increase of 3.5% (in line with the HRA Business Plan) will generate 
additional rental income of f3.371 m and net growth of approximately f0.233mI which 
can be augmented by financial savings. The level of net growth will vary depending 
on the average rent increase applied. 

4. 30-Year Financial Model 

4.1. The assumptions applied to the 30-year model have been reviewed and the figures 
updated to reflect the 2008109 final outturn position together with the most up-to-date 
information available at this point in the current financial year. The original model, 
covering the 30-year period from 2005 to 2035, has been rolled forward five years to 
include indicative figures for the five-year period from 2036 to 2040. The revised 
model is set out at Appendix 2, and a comparison with the original SHQS submission 
(to 2035) follows. 
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Average Housing Stock 

4.2. 

4.3. 

4.4. 

4.5. 

4.6. 

4.7. 

4.8. 

4.9. 

The level of Right to Buy (RTB) sales has been significantly affected by the current 
economic climate with a 78% reduction from that originally envisaged within the 30- 
year financial model. Extrapolation of these trends would result in an overall increase 
in the housing stock of 11,451 (or 54%) by the year 2035 (giving a total projected 
stock of 32,713). This has a number of financial consequences to the anticipated 
levels of capital receipts, investment targets, repairs requirements, borrowing 
requirements and rental income streams. 

Capital Receipts (RTB) 

A reduction in the projected RTB sales has had an overall impact of reducing the 
level of capital receipts by some f253m over the 30-year period. Whilst it has been 
assumed that the recent rate of reduction will not continue over the longer term, the 
position will continue to be closely monitored to ensure that any changes are 
reflected in future budget decisions. 

A continued reduction in RTB receipts would necessitate a review of the current 
budget strategy and alternative means of financing capital investment plans. 

Investment Targets 

The increased levels of housing stock remaining within the Council’s ownership of 
11,451 houses will require an increased level of capital investment in order to meet 
and retain SHQS standards. This can be quantified at f300m over the original 30- 
year business-planning period, bringing the total investment required to f 1.6 billion. 

Prudential Borrowing 

The higher investment requirements of f300m, together with a f 127m reduction in 
CFCR and a f253m reduction in capital receipts will have an overall impact of 
increasing the borrowing requirement by f680m over the original 30-year period. 

However, based on current assumptions, this level of borrowing could not be 
sustained in the very long term (from 2031) if rent increases were restricted to 3.5%. 
Investment targets would have to be reduced in line with available resources or 
higher rent increases applied. The capital resources set out in the model at 
Appendix 2 have been adjusted to reflect rent increases of 3.5%. 

Housing Re venue Account 

The overall impact of these changes is an increased expenditure profile over the 30- 
year planning period of some f 1.06 billion, consisting largely of increased loan 
charges and repairs, which will be fully funded by the revised rental stream. 

Prudential lndica t ors 

In accordance with the prudential code, the 30-year financial model must 
demonstrate that capital spending plans are affordable and that borrowing is 
contained within prudent levels. 
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A fforda bility 

4.10. 

4.11. 

4.12. 

4.13. 

4.14. 

4.15. 

4.16. 

The following indicators relate to the HRA: 

a) Capital expenditure levels; 
b) Capital financing requirement; 
c) Ratio of financing costs to net revenue; and 
d) Impact on housing rent levels. 

Capital expenditure levels and the make up of resources to fund spending plans are 
subject to committee approval, with progress monitored and reported on every cycle. 

Performance against the key prudential indicators is the subject of a quarterly report 
to the Policy and Resources (Finance and Customer Services) Sub Committee as 
part of the Council’s Treasury Management Strategy. 

The model shows that capital charges will account for 33% of rental income by the 
year 2039/40, which is slightly higher than the historical levels of around 30% that 
were previously sustained over a long period of time. 

With regard to the impact on housing rents, the updated model indicates that rent 
levels can be contained within a 3.5% rent increase (subject to reduced levels of 
capital investment referred to in paragraph 4.7 above). 

Prudence 

Outstanding housing debt in North Lanarkshire is approximately f2,800 per house 
against a Scottish average of f6,000. The loan analysis within the financial model 
shows that, by the year 2034/35, North Lanarkshire’s figure will increase from that 
previously forecast of f 10,823 to f 20,694, reflecting the higher levels of borrowing 
required over the longer term to finance capital expenditure. 

Whilst future trends within other local authorities cannot be predicted with any 
certainty, it is worth noting that housing debt in Scotland is expected to increase by 
1 1  % in the current year to March 201 0, as other councils increase borrowing to meet 
the SHQS for their existing stock and to progress new build programmes. 

5. Options for Financial Savings and Service Improvements 

5.1. 

5.2. 

5.3. 

In deciding rent levels for the forthcoming year, Committee will wish to consider the 
level of financial savings and service improvements it would wish to deliver. A 
savings target of f0.5m was set for the HRA. Options for financial savings amounting 
to f0.567m are set out at Appendix 3 (i). 

The financial savings include a review of other housing charges, detailed at 
Appendix 3 (ii). The proposals are based on a 3.5% increase on lock up rentals (with 
the exception of the former CDC area, where capping the increase at 1.5% will bring 
rentals into line with the rest of the authority); garage sites; parking bays; temporary 
accommodation; and sheltered housing heating (on which a 3.5% increase will help 
to reduce the current deficit resulting from higher energy costs). 

Options for service improvements are detailed at Appendix 4. Estimated annual 
costs for Options 1 - 4 are based on weekly rent increases of f 0.10 for illustration 
only and can be varied according to spending priorities. 
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6. Tenant Consultation 

7. 

6.1. Tenants’ views on investment priorities were obtained at the recent tenants’ 
conference. 

6.2. Feedback from tenants highlighted the following service priorities: 

Building new council houses; 

e 
Investing in tenants’ homes; and 
Improving management / upkeep of estates. 

6.3. Whilst not necessarily representative in terms of the numbers involved, this feedback 
does provide some indication of priority issues, which the Council will wish to 
consider in allocating any growth to service enhancements in 2010/11. 

New Build Programme 

7.1. 

7.2. 

7.3. 

7.4. 

7.5. 

7.6. 

Background 

The Council has approved proposals to build around 21 5 new properties over the 
next three years at a cost of approximately f30m financed by prudential borrowing, 
CFCR and Scottish Government funding. A reserve of f2m per annum has been set 
aside within the HFW to fund the programme. The Council was successful in 
securing f 1.95m from the first round of bids for Scottish Government funding and 
f2.625m from the second round, bringing the total to f4.575m’ which will support the 
cost of building approximately 30 houses. 

The first phase of 20 units is currently on site in Holytown and a procurement process 
has recently been concluded to establish a framework agreement to deliver the 
majority of the remaining units. Options for procuring some houses in certain key 
locations through partnership arrangements are also being explored. 

Since the original business case for introducing a new build programme was 
developed there have been significant changes in the economic climate, including a 
much more competitive tendering environment; a reduction in the interest rate for 
new loans; and an extension of the repayment term. 

As a result of these changes, the number of units that can be financed from existing 
resources has increased from 21 5 to approximately 450. It should however be 
emphasised that this estimate relies on assumptions about a range of variables that 
are extremely sensitive to change. 

There is likely to be a significant reduction in available investment through the 
Affordable Housing Investment Programme in the coming years to meet Local 
Housing Strategy priorities at a time when demand for affordable rented housing is 
likely to increase and councils are challenged in meeting their new obligations to 
house all homeless households by 201 2. 

The Council may therefore wish to consider a further expansion of its new build 
programme to help meet housing need and at the same time provide a sustained 
contribution to supporting local employment in the construction industry, along with its 
mainstream capital programme. 
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Financial Considerations 

7.7. 

7.8. 

7.9. 

7.10. 

7.11. 

7.12. 

Based on current assumptions, each f 100,000 of growth would fund the net cost of 
providing approximately 16 new houses, injecting around f2.5m into the local 
economy (subject to the sensitivities referred to in paragraph 7.4 above). 

Rent Premiums 

The Council could consider charging higher rents for the new houses, reflecting their 
superior standard of amenity (and thereby reducing the impact for existing tenants). 
The Council would need to charge rents well in excess of f 100 per week for new 
build houses if they were to be self-financing. However, a preferred option would be 
to apply a premium to new house rents to offset part of the cost and reduce the level 
of growth required to finance an enhanced programme. 

Based on 2009/10 rent levels, a 10% premium would equate to approximately f5.20 
per week, a 20% premium would equate to f 10.40, and so on. A premium of 20% 
would mean capping average weekly rents for new build houses at approximately 
f 62.50. 

This approach has been adopted by a number of other councils. The 22 councils for 
whom rental information is available indicated the following: 

0 seven quoted premiums of 25% or more; 
three quoted premiums between 16% and 24%; 
two quoted rental premiums between 10% and 15%; and 

0 ten either did not specify, or stated that a premium of less than 5% might apply. 

Local housing association rents are on average 19% higher than the Council’s 
average mainstream rent. Rents charged by Clyde Valley Housing Association (also 
providing new build housing as part of the Ravenscraig development) are 
approximately 23% higher. The differentials could be reduced by adding a premium 
to the rent for new build houses provided by the Council. 

A rent premium of 20% would equate to approximately f 10.40 per week and would 
bring new build rents more into line with other local housing providers, whilst overall 
the Council’s rents would remain well below the Scottish local authority average. 

8. Use of Surplus Balances 

8.1. In allocating the surplus balance brought forward from 2008/09, Committee agreed to 
set aside f250,OOO to offset the impact of risk and uncertainty during the remainder of 
the year. To date, there has been no call on this provision, and current projections 
indicate an underspend in excess of f300,OOO against this year’s budget. 

8.2. Committee may therefore wish to reconsider the use of this surplus balance in 
relation to the service improvement options set out at Appendix 4. 
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9. Recommendations 

Committee is requested to: 

a) Note the Current Service Provision (CSP) adjustments detailed at Appendix 1 ; 

b) Consider the options for financial savings and service improvements set out at 
Appendices 3 and 4; 

c) Determine the weekly rent level necessary to support the agreed spending plans after 
adjustment for financial savings and service improvements; 

d) Consider the application of a rent premium for new build houses, as detailed in 
Section 7; 

e) Consider the allocation of the surplus balance brought forward from 2008/09, as detailed 
in Section 8; and 

9 Otherwise note the contents of this report, 

‘“Ronnie Paul 
Head of Housing and Social Work Resources 
21 January 201 0 

Encs. 

For further information on this report please contact Una Coleman, Finance and Administration 
Manager on telephone 01 698 332787. 
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Appendix 1 

CURRENT SERVICE PROVISION (CSP) ADJUSTMENTS 2010/2011 

HOUSING REVENUE ACCOUNT 
fOOO f 000 

1 Employee Costs 
Impact of Staff Turnover, Increments (inc oncosts) 

2 Property Costs 
Combination of Housing Repairs Inflation (2%) and Stock Reduction 
Combination of Unlet House Inflation and Stock Reduction 
Non Domestic Rates Revaluation (effective from 1 April 201 0) 

3 Insurance Costs 
Property and Liability Insurance 

4 Supplies & Services 
Operating Lease 

5 Apportioned Expenses 
Apportioned Expenses 

6 CFCR 
Removal of Non-recurring Growth 
CFCR reduced in line with 30-year planning assumptions 

7 Other Income 
Interest on Revenue Balances 

8 Other Cost Pressures 
Pay Award (2%) 201 0/11 
Superannuation Increases from 295% to 31 0% 
Trading Accounts Contract Inflation (at 2%) 
Increase / (Reduction) in Loan Charges 

Total CSPs 

9 Rentlncome 
Rent Loss - Effect of Forecast Stock Reduction 

Overall Movement in Base Budget 

256 256 

632 
64 
20 716 

104 104 

(94) (94) 

450 450 

42 1 
89 

182 
2,646 3,338 

2,732 

406 

3,138 

Equates to a base rent increase of f 1.65 

% 3.26% 



Appendix 2 

North Lanarkshire Council 
Housing Revenue Account 

30 Year Financial Model 2010111 Revenue Estimates 

0 
200911 0 

I 
201 011 1 

2 
201 111 2 

3 
201 2/13 

4 
201 311 4 Year 

Average Housing stock 36,777 36,623 36,321 36,061 35.826 

f 000 
20.154 

Capital Investment 
Prudential borrowing 
Useable receipts 
Sub total 
CFCR 
Total resources 

€000 
15,583 
5,881 

21,464 

€000 
15,339 
5,721 

21,060 

€000 
26,800 
5,565 

32,365 
4,235 

36.600 

€000 
40,996 

5.41 3 
46,409 

13,363 
33,517 

15,136 
36,600 

15,540 
36,600 

8,042 
41,559 

6,091 
52,500 

Loan Analysis 

147,904 
26,800 
14,051 
1,421 

159,232 
4,400 

159,232 
15,339 
2,716 
1,822 

170,033 
4,732 

170,033 
15,583 
2,894 
2,117 

180,605 
5,057 

Opening debt 
Prudential borrowing 
Principal repayment - historic debt 
Principal repayment - new borrowing 
Closing debt 
Per house (f) 

94,495 
20,154 
12.330 

377 
101,942 

2,792 

121,017 
40,996 
13.21 8 

891 
147,904 

4,057 

Housing Revenue Account 

17,895 Loan charges 
Other costs including Growth 

21,142 26,909 
81,966 

108.875 

16,716 
95,259 

11 1,975 

23,788 
82,323 

106,111 
97,046 

114,941 
82,455 

103,597 

Other income 
Balance to be financed by rents 

(6,397) 
99,714 

(6,797) 
108.144 

(6,797) 
105,178 

(6,847) 
96,750 

52.36 
99,714 
3.50% 

54.19 
102,348 

3.50% 

56.09 
105,178 

3.50% 

58.05 
108,144 

3.50% 

Average weekly rent (f) 
Rental Income 
Yearly % increase 

50.59 
96,750 
3.50% 

24.57% 14.22% 14.92% Capital charges as a YO of rent income 20.03% 22.09% 

2610 1 120 1 0 



Appendix 3 (i) 

HOUSING AND SOCIAL WORK SERVICES (HRA) 

OPTIONS FOR FINANCIAL SAVINGS 201 011 1 

INCOME GENE RAT1 ON 

1 Other Housing Charges 
Additional income generated from a 3.5% increase on other housing charges 
(with the exception of the former CDC lock ups where a 1.5% increase is 
proposed). 

2 Laundry Charges 
Additional income generated from an increase in laundry charges approved by 
Housing and Social Work Services Committee in October 2009. 

3 Common Housing Register RSL Recharge 
Financial contributions from participating landlords towards the cost of 
maintaining and delivering the Common Housing Register. 

STREAMLINING BUREACRACY 

4 Housing Services Structure Review 
The second phase of the resturcture, approved in March 2009, will deliver total 
full year savings of f294,000, of which f184,OOO is from the HRA budget. An 
estimated saving of f150,OOO was incorporated into the 2009/10 estimates, 
leaving a balance of f34,000 which can be offered up from 201011 1. 

5 Customer Service Assistants 
Savings resulting from the transfer of CSAs within First Stop Shops to Finance 
and Customer Services. 

6 Out of Hours Services 
Rationalisation of standby services will result in savings within the HRA. An 
estimate of f20,000 has been included at this stage pending fuller evaluation. 

ASSET MANAGEMENT 

7 Void Rent Loss 
Reduction to the budget for void rent loss. The Service's continued success in 
reducing the level of empty properties has resulted in savings within this budget 
over a number of years. 

PROCUREMENT INITIATIVES 

8 Removal, Storage and Disposal Costs 
New contracts are expected to yield savings on the cost of removal, storage 
and disposal of furniture within homeless accommodation, voids and 
abandoned properties. 

TOTAL 

Projected 
Housing Stock 

36 
Estimated 
Annual 
Saving 

f O O O  

222 

56 

10 

34 

50 

20 

150 

25 

567 

!3 
Weekly 

Rent 
Ceductior 

f 

0.12 

0.03 

0.01 

0.02 

0.03 

0.01 

0.08 

0.01 

0.30 

NOTE: Minor variances are due to roundings. 



Appendix 3 (ii) 

HOUSING AND SOCIAL WORK SERVICES (HRA) 

OTHER HOUSING CHARGES 201011 1 

Description No of Units 

Lock Ups 

Former District Authorities 

Higher rental 

Former CDC Area 

Garage sites 

Parking Bays 

Temporary accommodation 

- Unfurnished 

- Furnished 

- Supported 

Sheltered housing heating 

- North (Wellwynd Gardens) 

- South (Unitas Road) 

- South (Drummond Drive) 

Hostel heating - South 

Kerr Grieve Court 

3,516 

84 

476 

560 

28 

34 

312 

52 

Weekly Charge 
(52 weeks) 

Present 
f 

4.60 

5.86 

4.69 

1.48 

3.40 

214.90 

260.40 

258.37 

5.87 

12.30 

11.71 

6.46 

7.51 

Proposed 
f 

4.76 

6.07 

4.76 

1.53 

3.52 

222.46 

269.50 

267.40 

6.08 

12.73 

12.12 

6.69 

7.77 

Proposed 
Increase/( Reduction) 

f 

0.16 

0.21 

0.07 

0.05 

0.12 

7.56 

9.10 

9.03 

0.21 

0.43 

0.41 

0.23 

0.26 

% 

3.5 

3.5 

1.5 

3.5 

3.5 

3.5 

3.5 

3.5 

3.5 

3.5 

3.5 

3.5 

3.5 

Additional 

Revenue 

Per Annum 
f 

29,253 

91 7 

1,733 

1,456 

175 

13,366 

147,638 

24,417 

+ 2,885 

TOTAL 221,840 



Appendix 4 

HOUSING AND SOCIAL WORK SERVICES (HRA) 

OPTIONS FOR SERVICE IMPROVEMENTS 2010l11 

Council New Build Programme (Note 1) 
Increase budget provision to fund the cost of prudential borrowing for the 
Council's new build programme. 

Adaptations (Note 1) 
Increase budget provision for adaptations. 

HRA Capital Programme (Note 1) 
Increase the revenue contribution to the Housing Capital Programme. 

Housing Repairs (Note 1) 
Increase budget provision for housing repairs and maintenance. 

Lock Up Repairs 
Increase the budget for lock up repairs to reflect the additional revenue 
generated through charge increases. 

Projected 
Housing Stock 

36,623 

Estimated 
Annual 

cost 
f 000 

190 

190 

190 

190 

30 

Weekly 
Rent 

Increase 
€ 

0.10 

0.10 

0.10 

0.10 

0.02 

Note 1: Increases of fO.10 per week are shown for illustration only and can be varied as required 

Note 2: An average rent increase of 3.5%, combined with the financial savings set out at 
Appendix 3 (i), would generate growth of f0.8m, which can be made up from the options 
listed above. 








