
To: HOUSING AND SOCIAL WORK SERVICES 
COMMITTEE 

From: EXECUTIVE DIRECTOR OF HOUSING AND 
SOCIAL WORK SERVICES 

Date: 30 JANUARY 2014 Ref: D M / U C  

I I I 

Subject: 2014/15 REVENUE ESTIMATES 
(HOUSING REVENUE ACCOUNT) 

1. Introduction 

This report sets out the information required to consider the HRA Revenue Estimates for the 
financial year 2014/15. 

2. Background I Context 

2.1. 

2.2. 

2.3. 

2.4. 

2.5. 

2.6. 

2.7. 

The Council owns and manages a housing stock of approximately 36,400 properties. 
The number has reduced marginally over the last year reflecting an increase in the 
number of right to buy (RTB) sales partly offset by additions to the stock through the 
Council’s new build programme. Following consultation on the future of RTB during 
2012/13, the Scottish Government has decided to end it altogether from 
31 March 2017. 

The HRA budget in the current financial year totals €1 13m, 97% of which is financed 
from house rents. 

The average weekly rent in North Lanarkshire of f54.85 (over 52 weeks) is third 
lowest among Scottish councils and approximately 10.4% below the national local 
authority average (f61.20). Local registered social landlord (RSL) rents are, on 
average, 27% higher at €69.58 per week. 

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 Consumer Prices Index (CPI) + 1% (assuming 
CPI at the previous 2.5% target level, which is also in line with the UK Government’s 
long term inflation forecast for the economy). 

However, in recognition of the potential impact of welfare reform on council tenants, 
rent increases in North Lanarkshire have been pegged at 1.5% for the last three 
years, 201 1/12, 2012113 and 2013114. Last year’s increase compares with a Scottish 
local authority average increase of 4% and a local RSL average of 3.7%. 

Actual CPI over the last year averaged 3.1%, with a current CPI of 2.7%. 

This year’s mainstream Housing Capital Programme (including slippage) totals f42m. 
The Council’s new build programme amounts to f 11.2m. 
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3. Welfare Reform 

Current position 

3.1. 

3.2. 

3.3. 

3.4. 

The UK Government‘s proposals for welfare reform include radical changes to the 
housing benefit (HB) system which will affect up to 62% of council tenants in North 
Lanarkshire. These have been well documented in several reports to service 
committees over recent years with the most recent update on the housing 
implications considered by the Housing and Social Work Services Committee in 
October 201 3. 

In April 201 3, the Government implemented the under-occupancy charge (or ‘spare 
room subsidy’ as it is now known), which affects over 5,000 council tenants whose 
HB entitlement, collectively, has reduced by approximately f2.4m per annum. 
Despite a range of initiatives aimed at mitigating the impact on council tenants and 
the Council’s income streams, rent arrears increased from f 1.8m on 31 March 2013 
to f3 . lm  on 8 December (72%), which equates to 6.5% of net rental income. 

From July 2013, 78 claimants had their HB income reduced due to the roll out of the 
benefit cap in Scotland. 

The Council has augmented the DHP allocation to the maximum permitted limit, 
which, coupled with the Prevention and Sustainability Fund, had provided financial 
support totalling f 1.654m for 3,900 residents as at 31 December 2013. 

Future risks 

3.5. 

3.6. 

3.7. 

3.8. 

From April 2014, Universal Credit (UC) will replace the main income-related benefits, 
including HB, with all new working age claimants being placed onto the new benefit 
by late 201 5. Existing claimants may also be migrated over this period with plans to 
complete the process for the majority of claimants by 201 7. The introduction of UC 
will bring additional, significant risks for the Council due to the method of paying 
claimants direct. 

Based on current HB take up, and assuming that current levels of HB will be 
maintained within UC payments, it is estimated that approximately f60m of gross rent 
will be payable by UC (from which f2.4m will be deducted due to under occupancy as 
detailed in paragraph 3.2). Whilst future non collection rates are unknown, for every 
10% of rent due, an additional provision of f6m will be required to provide for this 
debt by 2017/18, assuming full migration to UC. This will impact on the level of debt 
write off to be funded in future years. 

Traditionally, the Council has categorised all unit based and dispersed properties as 
‘supported accommodation’ due to the high levels of support and supervision 
required to manage and provision them. Consequently, the Council has been able to 
recover the higher costs of provision through HB. However, based on the current 
definition of Supported Exempt Accommodation (SEA), properties owned and 
managed by local authorities cannot be classified as SEA and will therefore be 
subject to benefit caps and thresholds under the new regime. 

The HRA currently receives f6.3m of HB income per annum in relation to its 
temporary accommodation. Based on existing numbers and mix of properties 
available, it is estimated that HRA budgeted revenue from temporary accommodation 
would eventually reduce, no later than 2017118, by f2.8m per annum once full 
migration to UC is achieved. Dependent on the rate of migration to UC, it is estimated 
that the HRA can fund the projected reductions of rental income until 201 711 8, and 
partially in 2018/19, beyond which the f2.8m shortfall would be fully incurred. 
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3.9. In view of the foregoing, it is proposed to set aside any additional income generated 
by a rent increase on temporary accommodation to further mitigate future shortfalls. 
This approach is reflected in the budget proposals. 

3.1 0. Occupants of temporary and supported accommodation will also receive their 
housing costs as part of UC (except for tenancies less than 120 days for which the 
Council will continue to receive payments direct). Based on current turnover rates, it 
is estimated that approximately €640,000 per annum would require to be recovered 
direct from homeless tenants. 

3.1 1. In view of the new restrictions, the Council will require to review the way in which it 
meets its homeless obligation. This will be the subject of a future report to 
Com m ittee. 

3.12. Notwithstanding actions taken to mitigate the impact of welfare reform and the 
uncertainties around its implementation, the changes outlined above represent 
significant financial risk to the Council’s HRA income stream. Provision for additional 
cost pressures will therefore continue to be factored into the HRA revenue estimates. 

4. Benchmarking I Key Performance Indicators 

4.1. In 2012113, for the fourth consecutive year, Housing Services participated in the 
HouseMark benchmarking project, which analyses the relationship between cost and 
performance across the main Scottish Housing Regulator activities and compares 
service costs with other organisations of similar size. Results indicate that the cost 
per property of housing management in North Lanarkshire has reduced year on year 
over the four-year period (2009/10 to 201 2/13). Whilst comparative data is not yet 
available for 2012/13, the results for the first three years ranked North Lanarkshire 
lowest of the 22 UK-wide landlords in the benchmarking group and approximately 
38% below the group average. 

4.2. According to a report recently published by the Scottish Government, comparisons 
across all Scottish councils indicate the following: 

In the current year, (2013/14) housing management costs per house in North 
Lanarkshire are expected to be 25% below the national average; 
The Council’s performance in the management of void properties has, over a 
number of years, compared favourably with other local authorities. In 2012/13 
void rent loss in North Lanarkshire represented 0.9% of rental income compared 
to a national average of 1.2%. 
In 2012113, rent arrears represented 4.1% of net rental income compared to an 
average of 6.8%. However, as outlined in Section 3 of this report, current trends 
indicate that, due to the impact of welfare reform (predominantly the under 
occupancy rules combined with the forthcoming introduction of Universal Credit), 
this level of performance is no longer sustainable; 
It is estimated that, by 31 March 2014, outstanding debt per house in North 
Lanarkshire will be €5,278 against a national average of €9,758. 
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5. HRA Revenue Estimates 2013114 and 2014115 

5.1. The HRA base estimates for 2014/15 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 uplifts, realignments to reflect the 30-year financial 
model and additional cost pressures related to welfare reform. 

5.2. The overall movement in the base budget, before consideration of financial savings 
and service improvements, amounts to an increase of f3.011 m. This equates to a 
base rent increase of approximately 2.9% (or f 1.60 per week). A rent 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 
f 0.6m, which can be augmented by financial savings. 

5.3. 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. 

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

6.1. 

6.2. 

6.3. 

6.4. 

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. 

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. 

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 2012/13 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 

Increased capital receipts; 
0 

0 

0 

0 

An increase in the number of Right to Buy (RTB) sales due to higher demand 
combined with the impact of a later than anticipated abolition date; 

Increased investment of f 127m over the 30-year planning period; 
Reduced borrowing requirement of f205m, which, in turn, will reduce the closing 
debt per house by €3,800 ( I  0%) 
Reduced operating costs / capital charges; 
Lower than forecast housing stock levels; and 
Reduced interest rate (with stepped increases every 10 years). 

Surveys of the entire housing stock are currently underway to identify works required 
to ensure SHQS compliance by 31 March 2015 and to inform future investment 
plans. Based on the results, the HRA business plan will be updated to reflect revised 
capital spending requirements. 

7. Use of Surplus Balances 

7.1. The Council used HRA surplus balances of f2.734m, carried forward from 2011112, 
to establish a contingency fund to finance initiatives aimed at mitigating the impact of 
welfare reform. 
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7.2. 

7.3. 

7.4. 

7.5. 

€744,000 of this contingency was earmarked to fund temporary welfare rights staff to 
enhance capacity to deal with the increased demand for services and provide 
additional support and assistance to tenants affected by the benefit changes. 

A further f I m  was used to establish the Prevention and Sustainability Fund referred 
to in Section 3 of this report, leaving a balance of f0.990m linked to welfare reform 
for consideration as part of the estimates process. 

In allocating the surplus carried forward from 2012/13, Committee agreed to set aside 
f l .335m to offset any risk and uncertainty arising during the remainder of this 
financial year. To date, there has been no call on this provision. 

Current projections indicate an underspend of f l . 8m against this year’s budget, 
which can be used to offset any risk and uncertainty during the remainder of this 
year, thereby releasing the fl.335m balance brought forward from 2012/13 for 
allocation to one-off service improvements in 2014/15. 

8. Options for Savings and Service Improvements 

8.1. Options for financial savings amounting to fl.523m (including a review of other 
housing charges) are set out at Appendices 3 (i) and 3 (ii). 

The review of other housing charges set out at Appendix 3 (ii) includes a rent 
increase of 3.5% for temporary accommodation, which would generate €251,000 of 
additional income. As outlined in paragraph 3.9, it is proposed to set this aside to 
mitigate future shortfalls resulting from the introduction of UC. The corresponding 
figure has therefore been included as a CSP adjustment. 

Options for service improvement are set out at Appendix 4. 

8.2. 

8.3. 

9. Tenant Consultation 

9.1, 

9.2. 

9.3. 

9.4. 

The biennial survey was issued to all tenants in February 201 3. Respondents were 
asked about their priorities for expenditure when budgeting for rent increases. The 
top priority was for money to be spent on investing in improvements to tenants’ 
homes (85%). This was followed by building new houses for rent (69%) and 
improving repair response times (45%). 

Tenants’ views on rent levels and investment priorities were also obtained from 
feedback from the tenants’ conference held in November 201 3. 

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

0 

0 

0 

0 

Building new council houses (51%); 
Improving tenants’ homes e.g. new kitchens, bathrooms, heating (32%); 
More investment in the repairs service (1 1%); 
Providing more opportunities for tenant participation (4%); and 
Improving management and upkeep of estates (2%). 

This feedback provides an indication of priority issues, which the Council will wish to 
consider in allocating any growth to service enhancements in 2014/15. 
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10. Recommendations 

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) Consider the allocation of the HRA surplus balances brought forward from 201 1/12 and 
201 2/13 as detailed in section 7; 

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

9 Otherwise note this report. 

Duncan MacKay 
Executive Director of Housing and Social Work Services 
9 January 2014 

Encs. 

For further information on this report please contact Una Coleman, Acting Joint Head of Housing and Social Work Resources on 
telephone 01698 332787. 
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Appendix 1 

COST OF SERVICE PROVISION (CSP) ADJUSTMENTS 2014/2015 
HOUSING REVENUE ACCOUNT 

Total 

fOOO 

Total 

EO00 
1 .o 
1.1 
1.2 

2.0 
2.1 
2.2 
2.3 
2.4 
2.5 

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 
8.2 

9.0 
9.1 
9.2 

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

142 
162 304 

Property Costs 
Combination of Housing Repairs Inflation (@ 1.6%) and Stock Reduction 
Combination of Unlet House Inflation and Stock Reduction 
Energy costs uplift Electricity I Gas 
Closure of housing sub offices 
Property Rates 

649 
46 

110 
(52) 
0 

Insurance Costs 
Property and Liability Insurance 

Administration Costs 
Bad Debt Provision 200 

Apportioned Expenses 
Savings on Central Administration Costs 

Loan Charges 
Increase in Loan Charges 
Reduced Leasing Costs 

642 
(457) 185 

1,591 
Capital Financed from Current Revenue (CFCR) 
CFCR increased in line with 30-year planning assumptions 1,591 

Other Cost Pressures 
Trading Accounts Contract Inflation (at 2.7%) 
Mitigation of future shortfalls of temporary accommodation income 
due to Universal Credit 

86 
25 I 337 

Other Income 
Interest on Revenue Balances 
Lock up Income 

5 
13 18 

Total CSPs 2,878 

10.0 Rent Income 
10.1 House Rents - Effect of Forecast Stock Reduction I Increase 133 

3,Ol I 

€1.60 

2.9% 

Overall movement in base budget 

Equivalent to a base rent increase of 

% Increase 
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Appendix 2 

North Lanarkshire Council 
Housing Revenue Account 

30 Year Financial Model 2014115 Revenue Estimates 

I Five Year Bands I 
Year 

Average Housing stock 

Capital Investment 
Prudential borrowing 
Capital receipts 
Other receipts / 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) - Closing Stock 

Housing Revenue Account 

Loan charges (excluding leasing costs) 
Other costs including Growth 

Other income 
Balance to be financed by rents 

Average weekly rent (f) 
Rental Income 
Yearly % increase 

Capital charges as a % of rent income 

201 3\14 2014115 2015120 2020125 2025130 2030135 2035140 2040145 

36,393 36,295 36,417 36,716 36,763 36,806 36,843 36,901 

f 000 f O O O  €000 €000 f O O O  f 000 f 000 f 000 
17.981 24,015 143,465 144,408 210,734 245,074 342,241 442,209 
3,065 3,151 8,107 0 0 0 0 0 
3,050 2,320 32,100 0 0 0 0 0 

24,096 29,486 183.672 144.408 210.734 245.074 342.241 442.209 
21,821 23,122 136,136 141,675 144,964 129,583 115,327 101,941 
45,917 52,608 319,808 286,083 355,698 374,657 457,568 544,150 

179,421 191,552 209,165 320,209 420,580 564,821 712,454 908,048 
17,981 24,015 143,465 144,408 210,734 245,074 342,241 442,209 

2,894 3,306 24,634 40,239 64,866 97,441 146,647 170,122 
191,552 209,165 320,209 420,580 564,821 712,454 908,048 1,180,135 

5,278 5,763 8,793 11,455 15,364 19,357 24,646 31,982 

2,956 3,096 7,787 3,798 1,627 0 0 0 

14,859 15,502 91,550 138,099 191,196 275,918 372,800 486,318 
98,548 100,514 554,713 629,663 712,499 789,281 884,231 998,588 

113,407 116,016 646,263 767,762 903,695 1,065,199 1,257,031 1,484,906 

(9,740) (9,471) (48,420) (48,680) (48,680) (48,680) (48,680) (48,680) 
103,667 106,545 597,843 719,082 855,015 1,016,519 1,208,351 1,436,226 

54.85 56.77 63.14 75.33 89.45 106.22 126.14 149.70 
103,667 107,151 597,843 719,082 855,015 1,016,519 1,208,351 1,436,226 

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

14.33% 14.47% 16.20% 20.45% 23.79% 28.54% 31.96% 34.93% 
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Appendix 3 (i) 

~~~ ~~~~ 

HOUSING AND SOCIAL WORK SERVICES (HRA) 

OPTIONS FOR FINANCIAL SAVINGS 2014115 

WORKFORCE DEPLOYMENT 

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

2 Transport Costs 
Removal of the car leasing scheme will result in further savings on transport costs. 

ASSET MANAGEMENT 

3 Void Rent Loss 
The Service's continued success in reducing the level of empty properties has resulted in savings on void rent 
loss over a number of years. 

4 Garden Assistance Scheme 
New favourable contract rates will result in savings within this budget. 

5 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 2012/13. 

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

7 Vehicle Hire 
Reconfiguration of the fleet and changes to contract hire agreements will reduce vehicle hire costs. 

PROCUREMENT 

8 Giro Costs 
Proactive promotion of the direct debit payment facility is expected to result in savings on Post Office giro 
charges and Paypoint fees. 

9 Service Connect 
The 'Service Connect' transformation programme will result in further savings on printing, stationery and 
postage costs. 

INCOME GENERATION 

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

TOTAL 

~~ 

Annual 
Saving 
€000 

50 

25 

50 

100 

787 

170 

10 

10 

30 

291 

1,523 
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Appendix 3 (ii) 

HOUSING AND SOCIAL WORK SERVICES (HRA) 

OTHER HOUSING CHARGES 2014115 

Weekly Charge 

Description No of Units 

Lock Ups 

Standard 3,577 

Higher Rental 87 

Garage sites 490 

Parking Bays 9 

Temporary accommodation 

- Furnished 429 

- Supported 48 

Sheltered housing heating 

- Central (Wellwynd Gardens) 

- South (Unitas Road) 

- South (Drummond Drive) 

Hostel heating - South 

Kerr Grieve Court 

(52 
Present 

f 

5.28 

6.72 

1.68 

3.90 

288.75 

286.51 

6.74 

14.12 

13.43 

7.41 

8.61 

eks) 
Proposed 

E 

5.46 

6.96 

1.74 

4.04 

298.90 

296.59 

6.98 

14.61 

13.90 

7.67 

8.91 

Proposed 
Increase 

f 

0.18 

0.24 

0.06 

0.14 

10.15 

10.08 

0.24 

0.49 

0.47 

0.26 

0.30 

% 

3.5 

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 

TOTAL 291,046 
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Appendix 4 

HOUSING AND SOCIAL WORK SERVICES (HRA) 

OPTIONS FOR SERVICE IMPROVEMENTS 2014115 

1 Council New Build Programme 
Increase budget provision to expand the Council's new build programme (subject to the 
availability of suitable sites). Every f 100,000 of growth would provide approximately 30 
units. 

2 HRA Capital Programme 
Increase the revenue contribution to the Housing Capital Programme to accelerate the 
upgrading of single to double glazing through the window / door replacement programme 
(approximately f2,500 per house). 

3 Prevention and Sustainability Fund 
The Council has established a homelessness prevention / tenancy sustainability fund using 
f 1 m of a contingency provision set aside from HRA surplus balances. This fund has been 
used to mitigate the impact of the 'bedroom tax' on council tenants. Creating a similar level 
of provision on a recurring basis would enable the Service to continue to provide an 
additional safety net for tenants affected by welfare reform. 

4 Welfare Reform - Temporary Housing Posts 
Create temporary Housing Adviser posts (f26,OOO per post including oncosts) to provide 
additional capacity to help mitigate the impact of welfare reform on rent arrears / financial 
inclusion. 

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