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3. 

Purpose of Report / Introduction 

The purpose of this report is to advise Committee on consultative draft guidance on the 
operation of local authority housing revenue accounts in Scotland. 

Background 

2.1. The Scottish Government has direct responsibility for setting the policy and 
accounting framework for local authority housing accounts in Scotland. The 26 
Scottish local authority landlords who own and manage housing stock are required to 
operate a Housing Revenue Account (HRA). The main income source for the HRA is 
rental income from tenants. From this rental income, current and future tenants 
should expect to receive: 

Properties and management services of high quality; 
The opportunity to rent properties at affordable rent levels; 
Full consultation by their landlord on important matters and also to have a say on 
how housing services are delivered and managed in their community; and 
Where affordable and sustainable for the HRA, the provision of a new supply of 
council houses for rent where there is established housing need. 

2.2. To achieve these outcomes, the Scottish Government view is that a transparent 
accounting and financial framework should exist for all 26 HRAs in Scotland. It is 
important that the make up of the costs being charged, and the income received by 
each HRA, is clear and easily understandable to tenants in line with the requirements 
of the Scottish Social Housing Charter. 

Proposals / Considerations 

3.1, The Scottish Government has published consultative draft guidance which sets out 
the role of the HRA and how it should operate. The guidance supplements, but does 
not replace, the statutory requirement for authorities to account for the costs 
associated with the HRA as set out in the Housing (Scotland) Act 1987. In particular, 
it seeks to ensure that costs charged to the HRA ultimately benefit tenants. The 
guidance aims to assist: 

Council tenants to understand, and be much better informed, about what should 
and should not be credited and debited to the HRA; 
Local authority landlords in working to the same set of guidelines about what they 
should and should not be crediting and debiting to the HRA and be assured that 
all Scottish councils will be expected to follow exactly the same set of principles; 
Audit Scotland, who audit the HRAs of Scottish local authorities; and 
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4. 

5. 

6. 

The Scottish Housing Regulator in monitoring landlords’ achievements in respect 
of the Scottish Social Housing Charter. 

3.2. The guidance aims to reflect the following key principles that local authorities must 
observe: 

0 Ensuring compliance with existing HRA legislation; 
Ensuring that HRA assets should principally benefit HRA tenants either in direct 
usage or as investment properties providing a financial return; 
Properly recording the methodology for calculating and allocating HRA costs 
(including internal costs charged by the Council to the HRA) systematically and in 
sufficient financial detail to know who benefits from the services these costs 
relate to; 
Updating the HRA cost allocation process regularly to reflect market and other 
changes including the allocation to the HRA of the appropriate proportion of 
council trading operation surpluses attributable to council housing activities; 
Where legally entitled, charging non-council tenants benefiting from HRA- 
provided services that are currently only charged to council tenants; and 
That regular discussion on the level and nature of HRA financial transparency 
take place with tenants themselves, Registered Tenants’ Organisations or other 
tenant representatives in relation to the income credited to, and expenditure 
charged to, the HRA in accordance with the principles underlying the Scottish 
Social Housing Charter. 

0 

0 

3.3. A copy of the consultation paper has been placed in the Members’ Library. 

The Council’s Response 

4.1. The closing date for responses to the consultation was 5 July 201 3. In view of this 
timescale, the Council’s response has been approved by the Convener of Housing 
and Social Work Services and has been placed in the members library. 

Financial / Personnel Implications 

5.1. The response to the consultation was developed in conjunction with Finance and 
Customer Services. 

5.2. Detailed analysis of the final guidance will be required in order to quantify the 
financial implications for the Council’s HRA and General Fund. 

Recommendation 

Committee is asked to note the Council’s response to the consultation on draft guidance on 
the operation of local authority HRAs in Scotland, as approved by the Convener of Housing 
and Social Work Services for submission to the Scottish Government. 

Elaine McHugh 
Head of Housing Services 
12 July 2013 

U 
For further information on this report, please contact Una Coleman, Manager Finance and Administration - 
(telephone 01 698 332787) 
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