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1. 

1 .I 

1.2 

1.3 

2. 

2.1 

2.2 

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. 

The report, prepared in conjunction with the Director of Finance, sets out the 
main issues to be considered in finalising spending plans for 2007/08. It 
provides all relevant information to enable Committee to consider the options 
available to determine housing rent levels and charges for other items next 
financial year. 

The report also provides, in summary, a revised 30-year financial model to 
support the Council’s HRA Business Plan. 

Background 

Housing Stock 

North Lanarkshire Council is Scotland’s largest public sector landlord with a 
housing stock of approximately 38,800 properties. 

Rent Levels 

The current average weekly rent in North Lanarkshire of f45.65 (over 52 
weeks) is 14th lowest in Scotland and approximately 2% below the national 
average (f46.63). 
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Standard Rent Structure 

2.3 

2.4 

2.5 

2.6 

2.7 

2.8 

3. 

3.1 

3.2 

A variation in rent levels was inherited from the constituent authorities, and 
rent increases have therefore been weighted to address the differentials. A 
standard rent structure, based on a points weighting system, is being 
implemented in phases, with varying increases applied within a defined range 
towards harmonisation over a number of years. 

Budget Strategy 

As part of its three-year budget strategy 2005/06-2007108, the Council agreed 
maximum average rent increases of 3.5% per annum in years 2 and 3, i.e. 
2006/07 and 2007/08, and maintenance of a reserve of f 1.2m. 

Scottish Housing Quality 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, 
updated to incorporate 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. 

HRA Revenue Estimates 2007108 

The Housing and Technical Services Committee, on 18 January 2007, 
received the HRA base estimates, showing the movements between 2006/07 
and 2007/08, before consideration of service improvements and financial 
savings. 

The base estimates for 2007/08 have been prepared by incorporating Current 
Service Provision (CSP) adjustments into the current year’s budget. The 
movement in the HRA budget amounts to an increase of f0.663m (or 0.7%) 
and is summarised below. 

fOOO 

Net expenditure financed by rents 2006/07 91,769 

Add budget increases 2007/08 663 

Net expenditure to be financed by rents 2007/08 92,432 
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3.3 

3.4 

3.5 

3.6 

4. 

4.1 

In addition to the above, a reduction in the housing stock of approximately 860 
properties is projected between 2006/07 and 2007/08. This equates to a 
rental loss of f2.042m, which will require to be incorporated into the 2007/08 
rent levels. 

Based on the 2007108 estimates, an average increase of 3.5% (in line with the 
budget strategy) will generate net growth of approximately f439,000, which 
can be augmented by financial savings. 

In order to provide Committee with all the relevant details to address the 
above issues, I enclose the following: 

Appendix 1 Base Housing Revenue Estimates 2007/08 
incorporating Current Service Provision (CSP) 
adjustments 

Appendix 2 HRA 30-Year Financial Model 

Appendix 3 Options for Financial Savings incorporating a 
review of Other Housing Charges 

Appendix 4 Options for Service Improvements 

Appendix 5 Application of Rent Increase 2007/08 

The estimates for next financial year, set out at Appendix 1, are based on the 
2006/07 revenue estimates adjusted to reflect: 

P Current Service Provision (CSP) movements; 

l+ The impact of employee cost pressures; and 

l+ Inflationary increases. 

30-Year Financial Model 

The assumptions applied to the 30-year model supporting the Council’s SHQS 
submission have been reviewed and the figures updated to reflect the 
2005/06 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, and the following paragraphs provide a comparison 
between this and the original SHQS submission. 
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Housing Stock 

4.2 There is growing evidence of a slowing down in the levels of Right to Buy 
sales 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 3,056 (or 14%) by the year 2035. This has a number of financial 
consequences to the anticipated levels of capital receipts, investment levels, 
repairs requirements, borrowing requirements and rental income streams. 

Capital Receipts 

4.3 Although there has been a reduction in the physical level of council house 
sales this has been more than offset by an increase in the average selling 
price. Notwithstanding this increase, the relative rate of selling price has 
slowed down. The overall impact over the 30-year period is an increased 
level of capital receipts of some f29m. 

Investment Targets 

4.4 The increased levels of housing stock remaining within the Council’s 
ownership will require an increased level of capital investment in order to meet 
the SHQS standards. This can be quantified at f85m over the next 30 years, 
bringing the total investment required over that period to f 1.36 billion. 

4.5 It should also be noted however that the stock condition survey planned for 
2007/08 will provide a more accurate projection of the funding required to 
meet the SHQS. Therefore, current resource assumptions may be subject to 
change to take account of any additional funding required. 

Prudential Borrowing 

4.6 The higher investment requirements of f85m, together with a f 14m reduction 
in CFCR availability, can be partially offset by the application of the f29m 
increased capital receipts. The overall impact is an increased level of 
borrowing of f70m over the 30-year period, which is fully supported by the 
additional rental income generated from the higher level of housing stock. 

Housing Revenue Account 

4.7 The overall impact of these changes is an increased expenditure profile over 
the 30-year planning period of some f271m (or 8.15%). This consists largely 
of increased loan charges and repairs, fully supported by the additional rental 
income generation and the service efficiencies built into the original 30-year 
model. 
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Prudential lndica tors 

4.8 

4.9 

4.10 

4.1 1 

4.12 

4.13 

5. 

5.1 

5.2 

5.3 

In accordance with the key principles of the Prudential Regime, the 30-year 
financial model must demonstrate that capital spending plans are affordable 
and that borrowing is contained within prudent and sustainable limits. A 
summary of the indicators follows taking into account the revised 
assumptions:- 

A fforda bility 

The updated financial model shows that rent levels can be contained within a 
3.5% rent increase, in line with the Council’s Budget Strategy. 

This demonstrates that spending plans are set at affordable levels over the 
next 30 years. 

Prudence 

The loan analysis within the financial model shows that, by the year 2034/35, 
outstanding debt per house will increase from that previously reported of 
f 10,823 to f 13,199. This would exceed the current Scottish average in real 
terms of E 11,784 (based on the average at 1 April 2005 and applying inflation 
at 2.5%). This assumes that the Scottish average will be unaffected by any 
future investment programmes to meet SHQS standards. 

Sustainability 

The model shows that capital charges will account for approximately 20% of 
rental income by the year 2034/35, which remains well below the historical 
levels of around 30% that were previously sustained over a long period of 
time. 

A prudent approach will continue to be taken with regard to these projections 
considering the sensitivity of the model to changes in the assumptions 
applied. 

Options for Financial Savings and Service Improvements 

In considering rent levels for the forthcoming year, Committee will wish to take 
into consideration the level of financial savings and service improvements it 
would wish to deliver. Options are set out at Appendices 3 and 4 respectively. 

Incorporated within the financial savings are proposals for other housing 
charges and these are detailed at Appendix 3 (ii). 

It should be noted that, in order to maintain affordable rent increases and 
deliver capital investment plans, with a reducing housing stock, efficiency 
savings have already been built into the 30-year financial model over the 
medium to longer term. In future years, this will reduce the scope to continue 
the budget-setting approach adopted to date, ie. the level of efficiency savings 
and growth generated over recent years cannot be sustained indefinitely. 
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6. Tenant Consultation 

6.1 

6.2 

6.3 

6.4 

6.5 

7. 

7.1 

7.2 

7.3 

7.4 

The most recent tenant satisfaction survey was undertaken in 2004, with the 
next planned for early in 2007. 

During 2006, tenants’ views on investment priorities were obtained from 
feedback at the tenants’ conference. 

The results of this small-scale exercise highlighted the following service 
priorities: 

. Improved repairs service 
w Capita I I m p rove men ts 
w Adaptations . Improved estate management services 

Tenant participation . Providing more information to tenants. 

Whilst not necessarily representative in terms of the numbers involved, this 
feedback does provide an indication of priority issues, and is broadly 
consistent with the views obtained previously from postal surveys and 
consu Ita tion events . 

Committee will wish to consider the priorities identified in allocating any 
growth to service enhancements for 2007108. 

Application of Rent Increase 

On loth January 2002, Committee approved the framework for a standard 
housing rent structure based on a points weighting system, full 
implementation of which was to be achieved on a phased basis from April 
2002, with annual reviews to determine the implications of any rent increase. 

Considerable progress has been made towards harmonising rents across the 
authority. There are currently 38,346 tenants (approximately 98.8%) paying 
the rent that relates to their property’s attributes under the points-based 
system. Of the remaining 461, 50 tenants are charged less and 41 1 more 
than the standard rate. 

This favourable position has been reached through the application of varying 
increases within a defined range over a number of years. Last year’s 
increases ranged from E nil to E2.50 per week (over 52 weeks). 

To enable Committee to consider how any rent increase should be applied, 
three models are set out at Appendix 5 for illustration. Each model is based 
on an average rent increase of 3.5% (E 1.60), with varying minimum and 
maximum increases a p p I ied . 
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7.5 In the first option, increases range from f 1.42 (2.32%) to f2.59 (6.43%) per 
week (over 52 weeks). Model 1 is consistent with the long-term approach 
adopted prior to last year. If this model was applied, approximately 1 % of 
properties would remain outwith the standard structure in three years’ time. 

7.6 In Models 2 and 3, the minimum rent increase is set at fO.00, i.e. tenants 
paying more than the points based rent having their rents frozen at current 
levels, with no rent increase applied. This method would be consistent with 
the approach adopted last year. Based on assumptions regarding house 
sales, disposals and rent increases, a continuation of this approach in 
subsequent years would achieve full harmonisation by 201 0. However, both 
Models 2 and 3 would incur an additional cost of approximately f42,000, 
which has been included as a service improvement option (at Appendix 4). 

7.7 Appendix 5 also shows the impact of each model, in terms of the number of 
tenants paying the points-based rent from 1 April 2007 and the percentage 
increase tenants would actually pay. 

7.8 In determining the minimum and maximum increases to be applied in 
2007108, Committee may also wish to consider a longer-term strategy towards 
full harmonisation. 

8. Considerations 

8.1 In summary, Committee will require to : 

a) consider options for financial savings and service improvements; 

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

c) determine the minimum and maximum increases to be applied towards 
implementation of the standard rent structure. 

9. Background Papers 

9.1 Background information is available from the Housing and Property Services 
Department. 

T McKenzie 
Director of Housing & Property Services 
encls. 
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NORTH LANARKSHIRE COUNCIL Appendix 1 

ESTIMATE OF EXPENDITURE AND INCOME FOR THE YEAR ENDING 31st MARCH 2008 
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Appendix 2 

North Lanarkshire Council 
Housing Revenue Account 

30 Year Financial Model 2007108 Revenue Estimates 

Year 
1 2 3 4 5 1 -5 6-1 0 11-15 16-20 21 -25 26-30 

2005106 2006107 2007108 2008109 200911 0 200511 0 201 011 5 201 5/20 2020125 2025130 2030135 

Average Housing stock 39,933 38,658 37,798 36,841 35,871 37,980 33,542 30,373 27,991 26,147 24,721 

Capital Investment 
Prudential borrowing 
Useable receipts 
Other receipts 
Sub total 
CFCR 
Total resources 

€000 €000 €000 €000 €000 €000 €000 €000 €000 €000 €000 
2,666 1,166 7,760 9,543 9,572 30,707 25,882 1,510 42,502 113,102 168,360 
26,614 24,855 24,273 23,705 23,015 122,462 105,412 90,941 78,459 67,688 58,396 

29,500 29,350 32,033 33,248 32,587 156,718 131,294 92,451 120,961 180,790 226,756 
11,050 12,402 10,455 9,663 8,542 52,112 67,206 104,216 108,270 83,265 35,318 
40,550 41,752 42,488 42,911 41,129 208,830 198,500 196,667 229,231 264,055 262,074 

220 3,329 0 0 0 3,549 0 0 0 0 0 

Loan Analysis 

Opening debt 105,992 97,141 88,195 85,131 82,998 105,992 79,960 66,583 54,948 85,123 180,205 
Prudential borrowing 2,666 1,166 7,760 9,543 9,572 30,707 25,882 1,510 42,502 113,102 168,360 

Principal repayment - new borrowing 24 88 122 212 328 774 3,468 5,538 8,662 16,151 30,494 
Closing debt 97,141 88,195 85,131 82,998 79,960 79,960 66,583 54,948 85,123 180,205 318,071 
Per house (f) 2,463 2,301 2,282 2,282 2,261 2,261 2,099 1,893 3,158 7,111 13,199 

Principal repayment - historic debt 11,493 10,024 10,702 11,464 12,282 55,965 35,792 7,607 3,665 1,869 0 

Housing Revenue Account 

Loan charges 
Other costs including Growth 

19,834 17,013 17,383 18,258 19,037 91,525 67,862 35,781 37,370 65,650 121,251 
78,056 81 ,I 11 81,894 81,828 81,772 404,661 451,827 521,450 569,810 604,840 628,011 
97,890 98,124 99,277 100,086 100,809 496,186 519,689 557,231 607,180 670,490 749,262 

Other income (6,231) (6,355) (6,407) (6,407) (6,407) (31,807) (32,035) (32,035) (32,035) (32,035) (32,035) 
Balance to be financed by rents 91,659 91,769 92,870 93,679 94,402 464,379 487,654 525,196 575,145 638,455 717,227 

Average weekly rent (f) 
Rental Income 
Yearly YO increase 

44.14 45.65 47.25 48.90 50.61 47.31 55.92 66.51 79.03 93.91 111.59 
91,659 91,769 92,870 93,679 94,402 464,379 487,654 525,196 575,145 638,455 717,227 
4.00% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 

Capital charges as a YO of rent income 21.64% 18.54% 18.72% 19.49% 20.17% 20.17% 9.06% 5.56% 7.55% 12.51% 20.04% 

17/01/2007 12:35 Financial Model Appendix 2.xls.xls 



Appendix 3 (i) 

HOUSING AND PROPERTY SERVICES (HRA) 

OPTIONS FOR FINANCIAL SAVINGS 2007108 

Other Housing Charges 
Additional income generated from a 3.5% increase on other housing 
charges as detailed at Appendix 3 (ii). 

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

Transport Charges 
A reduction in the number of vehicles required by Walker Profiles to 
undertake the council's contract will result in savings on leasing costs. 

Car Leasing 
The discontinuation of the car leasing scheme will yield savings from 
2007/08. 

Telephony Costs 
HRA proportion of savings resulting from the recent re-tendering of 
telephony services. 

Giro Costs 
Reduction in giro transaction costs as a consequence of the re-tendering 
of Post Office collection charges for housing rental income. 

Service Rationalisation 
Implementation of Phase 1 of the Council's Change Management 
Programme will result in savings on employee costs. 

~ 

TOTAL 

Projected 
Housing Stock 

37,798 

3timated 
Annual 
Saving 
f 000 

164 

100 

80 

130 

34 

35 

100 

~ 

643 

Weekly 
Rent 

?eduction 
f 

0.08 

0.05 

0.04 

0.07 

0.02 

0.02 

0.05 

0.33 



Appendix 3 (ii) 

HOUSING AND PROPERTY SERVICES (HRA) 

OTHER HOUSING CHARGES 2007108 

Weekly Charge 
(52 weeks) 

Description No of Units 

Lock ups 

Former District Authorities 

Higher rental 

Former CDC Area 

Garage sites 

Parking bays 

Temporary accommodation 

- Unfurnished 

- Furnished 

- Supported 

Laundries 

Per wash 

Per dry 

Sheltered housing heating 

- Central (Wellwynd Gardens) 

- South (Unitas Road) 

- South (Drummond Drive) 

Hostel heating - South 

3,551 

78 

497 

606 

28 

35 

229 

55 

Present 
f 

4.15 

5.29 

4.69 

1.34 

3.07 

193.78 

234.77 

233.12 

0.60 

0.60 

5.77 

12.20 

11.38 

7.00 

Proposed 
f 

4.30 

5.48 

4.69 

1.39 

3.18 

200.56 

242.99 

241.28 

0.60 

0.60 

5.77 

12.20 

11.38 

7.00 

Proposed 
Increase/( Reduction) 

f 

0.15 

0.19 

0.05 

0.1 1 

6.78 

8.22 

8.16 

% 

3.5 

3.5 

3.5 

3.5 

3.5 

3.5 

3.5 

Additional 

Revenue 

Per Annum 
f 

27,698 

771 

1,576 

160 

12,340 

97,884 

23,338 

TOTAL 163,767 



Appendix 4 

HOUSING AND PROPERTY SERVICES (HRA) 

OPTIONS FOR SERVICE IMPROVEMENTS 2007108 

Tenant Participation 
Increase budget provision to fund initiatives that will improve 
communication with tenants. 

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

Standard Rent Structure 
Implement the standard rent structure based on a points weighting 
system to achieve harmonisation of rent levels across North Lanarkshire. 

Adaptations (Note 1) 
Increase budget for adaptations. 

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

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

~ 

Projected 
Housing Stock 

37,798 

3timated 
Annual 

cost 
f 000 

25 

28 

42 

197 

197 

197 

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

Weekly 
Rent 

Increase 
f 

0.01 

0.01 

0.02 

0.10 

0.10 

0.10 

Note 2: An average rent increase of 3.5%, incorporating the financial savings set out at Appendix 1 (i), 
would generate growth of f 1.082m, which can be made up from the options listed above. 



Application of Rent Increase 2007/08 

Model 1 

Min I Max Increase 
Min / Max % Increase 

Model 2 

% 
of tenants 

I 2.32% I 6.43% I 
Number 

of tenants 

Minimum I Maximum 

Actual % Increase % Number 
tenants would pay of tenants of tenants 

€0.00 I f2.59 
0% 6.43% 

Number 
of tenants of tenants 

% 

Tenants Paying 
Points Based Rent 

% 
of tenants 

Number 
of tenants 

99.19% 38,492 98.87% 38,368 
0.10% 0.10% 

I 
100% 38,807 

I 
100% 38,807 

I €0 

Model 3 

1 f41,759 

99.25% I 38,515 I 

1.03% 
98.87% 38,368 
0.10% 

100% I 38,807 

€41,537 I 
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