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Date: 31 JANUARY 2013 Ref: RP/UC 

i 

Subject: 2013/14 REVENUE ESTIMATES 
(HOUSING REVENUE ACCOUNT) 

1. Introduction 

This report sets out the information required to consider the HRA Revenue Estimates for the 
financial year 201 3/14. 

2. Background Information 

2.1, The Council's housing stock currently stands at 36,450 properties. The number has 
reduced only marginally over the last year reflecting a lower level of right to buy 
(RTB) sales, which is consistent with the trend over several years. Consultation has 
recently taken place on the future of RTB in Scotland and the majority of responses 
indicate strong support for ending it altogether. 

2.2. The HRA budget in the current financial year totals f 113m, 95% of which is financed 
from house rents. 

2.3. The average weekly rent in North Lanarkshire of f53.99 (over 52 weeks) is fifth 
lowest in Scotland and approximately 9.4% below the national local authority average 
(f59.61). Local RSL rents are, on average, 23% higher at f66.35 per week. 

2.4. Average rent increases of 3.5% were applied over the five-year period from 2006 to 
201 1 ,  reflecting the assumptions underpinning the 30-year HRA business plan, which 
is based on annual rent increases of RPI + 1% (assuming RPI at the previous 2.5% 
target level). 

2.5. In recognition of the challenging economic climate, together with the potential impact 
of the first wave of welfare reform on tenants, the Council decided to limit rent 
increases to 1.5% for two years, 201 1/12 and 2012/13. 

2.6. Actual RPI over the last year averaged 3.2%, with a current RPI of 3%. 

3. Service Review 

3.1. The following restructures have been implemented within Housing Services over the 
last four years: 

0 Phases 1 and 2 reduced the establishment by 21 posts saving f300,OOO; 
0 Reconfiguration of the out of hours service for housing repairs resulted in savings 

of f65,000 from April 2012; 
0 Rationalisation of standby services for anti-social behaviour and homelessness 

resulted in savings of f 30,000; 
0 The review of the sheltered housing warden service resulted in a saving of 

f44,OOO; 
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Removal of the community warden service from 1 April 201 1 resulted in the 
deletion of 38 posts saving f765,000 per annum; and 
Implementation of Phase 3 of the restructure programme (review of estates 
services) generated savings of f 260,000 per annum from 201 2/13. 

3.2. Total annual savings from 2008 to 2012 amounted to approximately f 1.5m. 

3.3. Phase 4 of the service review was undertaken in the current financial year and is 
expected to deliver full year savings o f f  178,000 from 2013/14. 

4. Benchmarking I Key Performance Indicators 

4.1. 

4.2. 

4.3. 

4.4. 

4.5. 

4.6. 

Statistics recently published by the Scottish Government indicate that, in 201 1/12, 
housing management costs in North Lanarkshire were 23% lower than the Scottish 
local authority average. In the current year, the differential is expected to increase, 
with management costs approximately 27% below the national average and North 
Lanarkshire remaining the lowest of all the mainland councils. 

Housing Services has, for the last three years, participated in HouseMark’s core 
benchmarking process, which compares service costs with other organisations of 
similar size. Results indicate that the cost per property of housing management in 
North Lanarkshire: 

a) has reduced year on year over the three-year period; 
b) is ranked lowest of the 22 UK-wide landlords in the benchmarking group; and 
c) is approximately 38% below the group average. 

The Council’s performance in the management of void properties has, over a number 
of years, compared favourably with other local authorities. In 201 1/12, void rent loss 
in North Lanarkshire represented less than 1 % of rental income compared to a 
nation- * 0 .  

In 201 1/12, rent arrears represented 3.46% of net rental income compared to an 
average of 6.1 %. 

Outstanding debt per house in North Lanarkshire is third lowest among Scottish 
councils at f5,248 per house against a national average of f9,484. 

In summary, in comparison to other local authorities, North Lanarkshire Council has 
low housing management costs and low levels of housing debt combined with high 
levels of investment in the housing stock and an ambitious new build programme. 

5. Welfare Reform 

5.1. The Government’s proposals for welfare reform and action taken to mitigate the 
impact within North Lanarkshire have been the subject of several reports to service 
committees over the last 18 months. An update on the housing implications will be 
submitted to the Housing and Social Work Services Committee in January. The 
reforms include radical changes to the housing benefit (HB) system which could 
affect up to 62% of council tenants in North Lanarkshire. 

5.2. From April 2013, HB income will reduce due to the introduction of the benefit cap, 
which will affect approximately 90 claimants (32 of whom are council tenants); 
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5.3. 

5.4. 

5.5. 

5.6. 

5.7. 

5.8. 

1 Descrbtion 

From April 201 3, HB for working age claimants will reflect household size. Based on 
data extracted from the benefit system in November, the ‘bedroom tax’ will affect 
approximately 5,700 council tenants whose HB entitlement, collectively, will reduce 
by approximately f2.7m per annum. 

€000 I % I Comment 

From October 2013, Universal Credit (UC) will replace the main income-related 
benefits (including HB) for those of working age. This means that, instead of HB 
being paid to the Council by the DWP, claimants will receive their housing costs as 
part of UC. The Council will then need to recover this from tenants. 

CFCR 
Loan Charaes 

HB for pensioners will be replaced with Housing Credit, a new element of the Pension 
Credit, starting in October 2014. The Council will also need to recover this from 
tenants. 

22,840 20.2 60% of total capital resources. 
16,352 14.5 Fullv committed re Capital Proaramme. 

There are currently over 22,000 tenants having benefit paid directly into their rent 
accounts. Collectively, this amounts to f60m per annum. The under occupancy 
restrictions, combined with the abolition of HB and introduction of UC, as outlined 
above, therefore represent significant financial risk to the Council’s HRA income 
stream. For illustration, 10% non-collection of ‘housing costs’ would increase rent 
arrears by f6m. This could impact on the level of debt write off to be funded in future 
years. 

Employee Costs 

Other Property Costs 

Apportioned Expenses 
Other Costs 

The new rules governing temporary homeless accommodation are still to be clarified. 
However, the DWP has confirmed that temporary accommodation owned and 
managed by local authorities will be affected by the ‘bedroom tax’ and, from October 
2013, will be part of the UC system. The HRA currently receives f5.5m of HB 
income per annum in relation to the dispersed and supported accommodation units 
owned by the Council. This income stream will be at risk under the new regime due 
to benefit capping. Housing and Social Work Services will explore options to mitigate 
the impact of the changes, including the creation of ‘flexible accommodation’ and 
consideration of alternative management models. This will be the subject of a future 
report to Committee. 

Benchmarking indicates very low 

Including grounds maintenance, void rent loss 
141923 13.2 management costs (section 4 refers). 

71357 6.5 and energy costs. 
5,103 4.5 Central administration charges / overheads. 
5,240 4.7 Including transport, admin, supplies/services. 

As a result of the changes, we can also expect a significant increase in rent collection 
costs, higher rent arrears and an increase in void rent loss as it becomes more 
difficult to allocate larger properties to tenants affected by the ‘bedroom tax’. 
Provision for these additional cost pressures will need to be factored into the 201 3/14 
revenue estimates. 

6. HRA Revenue Estimates 201 211 3 and 201 311 4 

6.1. The current year’s HRA budget is summarised in Table 1 below: 

I Housing Repairs I 40,983 1 36.4 I Ten-year contract commitment. I 

1 Total I 112,798 1 100.0 I 
Table 1 : HRA Estimates 2012/13 
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7. 

6.2. 

6.3. 

6.4. 

6.5. 

6.6. 

The HRA base estimates for 201 3/14 have been prepared by incorporating Cost of 
Service Provision (CSP) adjustments into the current year’s budget. These are set 
out at Appendix 1. A number of movements have been factored into the budget, 
including general inflationary pressures, removal of non-recurring growth and 
realignments to reflect the 30-year financial model. 

The movement in the HRA budget resulting from these cost pressures amounts to an 
increase of f2.988m. 

In addition to the above, based on current projections relating to house sales and 
other disposals, combined with new build completions, a net reduction of 55 in the 
housing stock has been applied, resulting in a rental loss of f0.133mI which will 
require to be incorporated into the 2013114 budget. 

The overall movement in the base budget, before consideration of financial savings 
and service improvements, amounts to an increase of f3.121m. This equates to a 
base rent increase of 3.1 % (or €1.65 per week). An average increase of 3.5%, in line 
with long term business-planning assumptions, would generate additional rental 
income of approximately f3.6m and net growth of approximately f0.5mI which can be 
augmented by financial savings. Any efficiency savings deducted from the base 
estimates would augment this figure. 

The level of net growth would vary depending on the average rent increase applied. 
A movement of 0.5% (equivalent to 27 pence per tenant per week) would vary the 
amount of net growth by approximately f0.5m. 

Scottish Housing Quality Standard (SHQS) and 30-Year Business Plan 

7.1. The Scottish Housing Quality Standard (SHQS) represents the minimum standard 
that all social rented housing stock will be expected to meet by 2015, and be 
maintained at thereafter. 

7.2. North Lanarkshire Council’s SHQS Delivery Plan is supported by a 30-year financial 
model, incorporating capital investment targets, together with assumptions on 
income, expenditure and activity levels. 

7.3. The assumptions applied to the 30-year model have been reviewed as part of the 
budget-setting process and the figures updated to reflect the 201 1/12 final outturn 
position together with the most up-to-date information available at this point in the 
current financial year. The revised model is set out at Appendix 2. Comparison with 
the position at the same point last year indicates the following changes: 

0 Less Right to Buy (RTB) sales. The housing stock figures used in the financial 
model assume that RTB will be abolished, with a notice period of two years and 
no further sales beyond 1 April 201 5 (paragraph 2.1 refers). Ending RTB will 
have marginal impact on the long term financial position due to the low level of 
RTB sales combined with reduced interest rates; 

Higher than forecast housing stock levels; 
Reduced interest rate (with stepped increases every 10 years); and 
Increased levels of capital investment to meet and retain SHQS standards within 
a higher number of houses. 

Reduced capital receipts; 

0 

0 
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8. 

9. 

10. 

7.4. Current assumptions also indicate that the level of borrowing may require to be 
reviewed in the very long term if rent increases are restricted to 3.5%. Investment 
targets would have to be contained within available resources or higher rent 
increases applied. The capital resources set out in the model at Appendix 2 have 
been adjusted to reflect assumed rent increases of 3.5% from 2013/14 onwards. 

Options for Financial Savings and Service Improvements 

8.1. Options for financial savings amounting to f 1.654m (including a review of other 
housing charges) are set out at Appendices 3 (i) and 3 (ii). 

8.2. Given the financial risk in relation to HB for temporary accommodation linked to 
welfare reform (paragraph 5.7 refers), it is considered prudent to cap rents for these 
properties at current levels. The review of other housing charges set out at Appendix 
3 (ii) therefore assumes no rent increases on these properties for 2013/14. 

8.3. Options for service improvement are set out at Appendix 4. 

Tenant Cons u I tat ion 

9.1. 

9.2. 

9.3. 

The biennial survey has recently been issued to all tenants with a return date in early 
January 201 3 and results not expected until February. However, tenants’ views on 
rent levels and investment priorities were obtained from feedback from the tenants’ 
conference held in November 2012. 

The results of this consultation exercise indicated (a) that 83% of tenants participating 
considered North Lanarkshire Council rents to be affordable; (b) that 76% considered 
NLC rents to offer value for money; and (c) highlighted the following service priorities 
(in order of preference): 

0 Building new houses for rent (30%); 
0 Upgrading tenants’ homes e.g. kitchens (30%); 

Supporting vulnerable tenants and / or those affected by welfare reform (18%); 
0 Purchasing empty properties to re-let (14%); and 
0 Other options (8%). 

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 2013/14. 

Housing Capital Programme 

10.1. As part of this year’s housing budget, f2.3m of non-recurring growth was used to 
increase the revenue contribution to the capital programme to fund a package of 
improvements to accelerate ongoing programmes and improve energy efficiency 
measures to assist in not just meeting but in going beyond SHQS requirements. The 
Council may wish to adopt a similar approach in setting the 201 3/14 housing budget, 
in order to increase the level of resources earmarked for next year’s mainstream 
capital programme. which currentlv stands at f37.8m. 
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11. Recommendation 

Committee is requested to: 

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

b) Note the updated 30-year financial model summarised at Appendix 2; 

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

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

e) Otherwise note the contents of this report. 

Ronnie Paul 
Head of Housing and Social Work Resources 
21 January 2013 

Encs. 

For further information on this report please contact Una Coleman, Finance and Administration Manager on telephone 01698 332787 
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Appendix 1 

COST OF SERVICE PROVISION (CSP) ADJUSTMENTS 201312014 
HOUSING REVENUE ACCOUNT 

1 .o 
1 . I  
1.2 

2.0 
2.1 
2.2 
2.3 
2.4 

3.0 
3.1 

4.0 
4.1 

5.0 
5.1 

6.0 
6.1 
6.2 

7.0 
7.1 

8.0 
8.1 

9.0 
9.1 
9.2 

10.0 
10.1 

Employee Costs 
Impact of Staff Turnover, Increments (inc oncosts) 
Pay Award at 1 % 

Property Costs 
Combination of Housing Repairs Inflation (@ 2.6%) and Stock Reduction 
Combination of Unlet House Inflation and Stock Reduction 
Energy costs uplift Electricity I Gas 
Property Rates 

Insurance Costs 
Property and Liability Insurance 

Administration Costs 
Directorate Recharge 

Apportioned Expenses 
Savings on Central Administration Costs 

Loan Charges 
Increase in Loan Charges 
Reduced Leasing Costs 

CFCR 
CFCR increased in line with 30-year planning assumptions 

Non-recurring Growth 
Removal of Non-recurring Growth 

Other Cost Pressures 
Trading Accounts Contract Inflation (at 2.6%) 
Increased cash collection costs. 

Other Income 
Interest on Revenue Balances 

Total CSPs 

11.0 Rent Income 
11.1 

Overall movement in base budet 

Equivalent to a base rent increase of 

% Increase 

House Rents - Effect of Forecast Stock Reduction I Increase 

Total 

E 000 

66 
150 

856 
46 
28 
0 

395 

134 

(200) 

594 
(255) 

1,069 

(25) 

80 
50 

20 

Total 

f 000 

216 

91 0 

395 

134 

(200) 

339 

1,069 

(25) 

130 

20 

2,988 

133 

3,121 

€1.65 

3.1% 
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Appendix 2 

North Lanarkshire Council 
Housing Revenue Account 

30 Year Financial Model 2013114 Revenue Estimates 

Year 

Average Housing stock 

Capital Investment 
Prudential borrowing 
Capital receipts 
Other receipts I Government Grants 
Sub total 
CFCR 
Total resources 

Loan Analysis 

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

CI 
CI 

I Five Year Bands I 
2012113 2013114 2014115 2015120 2020125 2025130 2030135 2035140 2040145 

36,457 36,376 36,423 36,700 37,058 37,058 37,058 37,058 37,058 

€000 €000 €000 €000 €000 EO00 €000 €000 €000 
26,552 23,831 29,661 199,831 169,563 245,453 296,392 371,843 437,922 

1,539 1,583 1,627 0 0 0 0 0 0 
0 2,750 3,000 0 0 0 0 0 0 

28,091 28,164 34,288 199,831 169,563 245,453 296,392 371,843 437,922 
23,950 21,541 22,622 124,227 115,401 108,841 76,797 33,641 23,187 
52,041 49,705 56,910 324,058 284,964 354,294 373,188 405,484 461,109 

163,087 184,428 202,436 225,661 391,376 512,621 683,741 870,053 1,074,953 
26,552 23,831 29,661 199,831 169,563 245,453 296,392 371,842 437,922 

2,400 2,873 3,343 26,328 44,506 72,693 110,080 166,942 187,260 
184,428 202,436 225,661 391,376 512,621 683,741 870,053 1,074,953 1,325,615 

5,059 5,565 6,196 10,664 13,833 18,451 23,478 29,007 35,771 

2,811 2,949 3,093 7,788 3,812 1,640 0 0 0 

Housing Revenue Account 

Loan charges (excluding leasing costs) 14,264 14,859 16,356 104,543 166,430 230,201 332,508 447,638 562,253 
Other costs including Growth 98,534 98,565 101,501 552,338 614,763 689,643 752,007 832,504 950,227 

112,798 113,424 117,857 656,881 781,192 919,844 1,084,515 1,280,142 1,512,480 

Other income (10,531) (8,169) (8,184) (41,985) (42,245) (42,245) (42,245) (42,245) (42,245) 
Balance to be financed by rents 102,267 105,255 109,673 614,897 738,947 877,600 1,042,270 1,237,898 1,470,235 

Proposed Increase 
Average weekly rent (f) 
Rental Income 
Yearly % increase 

53.99 55.89 57.91 64.34 76.60 90.98 108.05 128.33 152.41 
102,267 105,712 109,673 614,897 738,947 877,600 1,042,270 1,237,898 1,470,235 

1.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 

Capital charges as a % of rent income 13.95% 14.06% 14.91% 17.00% 22.52% 26.23% 31.90% 36.16% 38.24% 



Appendix 3 (i) 

HOUSING AND SOCIAL WORK SERVICES (HRA) 

OPTIONS FOR FINANCIAL SAVINGS 2013114 

WORKFORCE DEPLOYMENT 

1 Service Review 
Phase 4 of the Housing Services restructure will deliver total full year savings o f f  178,000, of which f 153,000 
is from the HRA budget. 

2 Overtime Costs 
Enhanced control of overtime working will further reduce employee costs 

3 Transport Costs 
Savings on mileage allowances due to new working practices within Property Services, combined with removal 
of the car leasing scheme, will result in savings on transport costs. 

ASSET MANAGEMENT 

4 Garden Assistance Scheme 
A fall in demand for this service from council tenants will result in savings within the HRA 

5 Close Cleaning 
More competitive contract rates (from November 2012) will result in savings on close cleaning. 

6 Best Value Efficiency Savings -Housing Repairs 
As part of the new contractual arrangements with Morrisons Scotland and Saltire Facilities Management, a cost 
efficiency rebate was incorporated into the revised schedule of rates from 1 July 2012, resulting in savings on 
housing repairs from 201 2/13. 

7 Mobile Technology 
The introduction of mobile technology within Property Services will result in savings on asset costs. 

8 Repairs Mallers 
New repairs processes will result in savings on printing and postage costs in relation to customer satisfaction 
surveys. 

9 Asbestos Testing and Removal 
More competitive contract rates will result in savings on asbestos analysis and removal costs 

10 Electrical Testing 
The revised specification will reduce the budget requirement for electrical testing within void properties. 

1 I Energy Advice and Development 
Ongoing reconfiguration within Design and Property Services is expected to result in further savings on Energy 
Unit charges. 

12 Energy Performance Certificates 
More competitive rates for energy performance certificates will result in savings from 2013/14. 

13 Decoration Allowances 
Changes in the make up of the Capital Programme will result in savings on decoration allowances. 

PROCUREMENT 

14 IT Costs 
More competitive rates will result in savings on telephone line rental charges 

15 Security and Patrols 
Revised management arrangements will result in savings on security and patrol costs. 

16 Removal, Storage and Disposal Costs 
New contracts have yielded savings on the cost of removal, storage and disposal of furniture within homeless 
accommodation, voids and abandoned properties. 

17 Service Connect 
The 'Service Connect' transformation programme will yield savings on printing, stationery and postage costs 

INCOME GENERATION 

18 Other Housing Charges 
Additional income generated from a 3.5% increase on other housing charges 

TOTAL 

12 
I\Finance . HousingV013.14 Estimates\Budget Core Group\Savings.xls 

Annual 
Saving 

f O O O  

153 

50 

50 

100 

100 

650 

67 

25 

25 

125 

50 

50 

50 

20 

34 

40 

25 

40 

1,654 

17/01 /2013 



Appendix 3 (ii) 

> 3,183 

HOUSING AND SOCIAL WORK SERVICES (HRA) 

OTHER HOUSING CHARGES 2013/14 

Description No of Unit: 

Lock Ups 

Standard 

Higher Rental 

Garage sites 

Parking Bays 

Temporary accommodation 

- Furnished 

- Supported 

Sheltered housing heating 

- Central (Wellwynd Gardens) 

- South (Unitas Road) 

- South (Drummond Drive) 

Hostel heating - South 

Kerr Grieve Court 

3,600 

86 

52 I 

11 

415 

48 

Weekly Charge 
(52 weeks) 

Present 
f 

5.10 

6.49 

1.62 

3.77 

288.75 

286.51 

6.51 

13.64 

12.98 

7.16 

8.32 

Proposec 
f 

5.28 

6.72 

1.68 

3.90 

288.75 

286.51 

6.74 

14.12 

13.43 

7.41 

8.61 

Proposed 
Inc 

f 

0.18 

0.23 

0.06 

0.13 

0 

0 

0.23 

0.48 

0.45 

0.25 

0.29 

ase 

% 

3.5 

3.5 

3.5 

3.5 

0 

0 

3.5 

3.5 

3.5 

3.5 

3.5 

Additional 
Revenue 

Per Annum 
f 

TOTAL 39,608 
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Appendix 4 

HOUSING AND SOCIAL WORK SERVICES (HRA) 

OPTIONS FOR SERVICE IMPROVEMENTS 2013114 

1 HRA Capital Programme 
Increase the revenue contribution to the Housing Capital Programme to accelerate existing 
programmes: 

0 Expand the roofing and render programme (approximately f7,500 per house). 

0 Progress the upgrading of single to double glazing through the window / door 
replacement programme (approximately f2,750 per unit). 

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