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Abbey, Arbury, Castle, Cherry Hinton, Coleridge, East Chesterton, King's
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Trumpington, West Chesterton

Key Decision

1. Executive Summary

1.1 The Housing Revenue Account (HRA) Medium Term Financial Strategy,
now considered in November of each year, is one of two long-term
strategic financial planning documents produced each year for housing
landlord services provided by Cambridge City Council.

1.2 The HRA Medium Term Financial Strategy provides an opportunity to
review the assumptions incorporated as part of the longer-term financial
planning process, recommending any changes in response to new
legislative requirements, variations in external national and local
economic factors and amendments to service delivery methods,
allowing incorporation into budgets and financial forecasts at the earliest
opportunity.
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2.

Recommendations

Recommendations to be considered under Part 1 of the Housing
Scrutiny Committee Agenda:

The Executive Councillor is recommended to:

2.1

2.2

Approve the Housing Revenue Account Medium Term Financial
Strategy attached, to include all proposals for changes in:

Financial assumptions as detailed in Appendix C of the document.

2023/24 and future year revenue budgets, resulting from changes in
financial assumptions and the financial consequences of changes in
these and the need to respond to unavoidable pressures and meet new
service demands, as introduced in Section 8, detailed in Appendix E
and summarised in Appendix G of the document.

Approve that delegated authority be given to the Assistant Director of
Assets and Property or the Assistant Director of Development to be in a
position to confirm that the authority can renew its investment partner
status with Homes England.

Recommendations to be considered under Part 2 of the Housing
Scrutiny Committee Agenda:

The Executive Councillor is asked to recommend to Council:

2.3

2.4

To approve proposals for changes in existing housing capital budgets,
as introduced in Section 9 and detailed in Appendix F of the document,
with the resulting position summarised in Appendix H, for decision at
Council on 30 November 2023.

To approve proposals for new housing capital budgets, as introduced in
Sections 6 and 7 and detailed in Appendix E of the document, with the
resulting position summarised in Appendix H, for decision at Council on
30 November 2023.
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2.5

3.1.

3.2

3.3

3.4

3.5

To approve the revised funding mix for the delivery of the Housing
Capital Programme, recognising the latest assumptions for the use of
Grant, Right to Buy Receipts, HRA Resources, Major Repairs
Allowance and HRA borrowing, as summarised in Appendix H.

Background

The Housing Revenue Account budget was set for 2023/24 as part of
2023/24 HRA Budget Setting Report, approving a net use of reserves in
the year of £6,185,160.

This figure was amended to reflect approvals to carry forward
expenditure originally anticipated to be incurred in 2022/23 into 2023/24
as part of the closedown process for 2022/23. Following these changes,
the increased sum of £6,519,830 was anticipated to be taken from
reserves for the year.

The HRA Medium Term Financial Strategy revisits the assumptions
made as part of the HRA Budget Setting Report and recommends both
changes in these and in some areas of budgeted expenditure and
income for 2023/24 and beyond.

The resulting financial impact for the Housing Revenue Account is
explained and summarised in the attached document and appendices.

The rent increase for 2024/25 is currently assumed to be in line with
government guidelines and the rent standard, which will see an increase
of 7.7% (CPI of 6.7% for September 2023 plus 1%). There is a risk that
the government may impose a cap on the rent increase as they did for
2023/24, which was set at 7%. If this is the case, financial forecasts and
spending plans will need to be revisited. It should also be noted that any
decision to impose a lower rent increase has a significant impact on the
financial projections for the HRA and the authority’s ability to invest in
new homes or to consider any future investment in retrofit of the existing
housing stock. The final decision on the level of rent increase will be
taken in January 2024, and will need to take account of the impact for
both tenants and the delivery of services.
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3.6 As part of the HRA Medium Term Financial Strategy, the assumptions in
respect of the delivery of the 10 Year New Homes Programme have
been updated. These reflect the continued need to bid to Homes
England to secure grant under the Continuous Market Engagement
process on a scheme by scheme basis, with future grant assumptions
based upon experience of successful bids to date.

3.7 To bein a position to be able to bid for any funding or additional
borrowing capacity provided through Homes England for the provision
of social, affordable or intermediate housing, the authority is required to
remain an investment partner with Homes England. To remain as an
investment partner, as Cambridge City Council is currently, the authority
is required to confirm annually that there have been no material
changes to its membership status and that there is authority in place for
continued membership.

3.8 As part of this covering report for the HRA Medium Term Financial
Strategy, this is confirmed, and delegated authority is requested to allow
the Assistant Director of Assets and Property or the Assistant Director of
Development to continue to make this annual confirmation.

4. Implications
(a) Financial Implications

The financial implications associated with the HRA Medium Term Financial
Strategy are incorporated as part of the document itself and the associated
appendices.

(b) Staffing Implications

The HRA Medium Term Financial Strategy incorporates proposals that would
result in the recruitment of additional staff. All these posts will be advertised in
line with the Council’s recruitment policies and will not adversely impact any
existing employees.

(c) Equality and Poverty Implications
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An Equalities Impact Assessment is not considered to be required as part of
this report but will be carried out as part of the 2024/25 HRA budget process
and preparation of the 2024/25 HRA Budget Setting Report.

(d) Environmental Implications

There are no adverse environmental implications anticipated as a result of
changes proposed in this report.

(e) Procurement Implications

Any procurement implications arising from the recommendations for
additional investment in this report will be addressed by the relevant service.
(f) Community Safety Implications

There are no direct community safety implications associated with the HRA
Medium Term Financial Strategy.

5. Consultation and communication considerations

Tenant and Leaseholder representatives are being consulted on the
proposals in the HRA Medium Term Financial Strategy as part of the Housing
Committee scrutiny process.

6. Background papers

Background papers used in the preparation of this report:

(a) Housing Revenue Account Mid-Year Financial Review (October 2022)

(b) Housing Revenue Account Budget Setting Report (February 2023)

7. Appendices

Appendix A Housing Revenue Account Medium Term Financial Strategy

8. Inspection of papers

To inspect the background papers or if you have a query on the report please
contact:

Julia Hovells, Head of Finance and Business Manager

Telephone: 01223 457248 or email: julia.hovells@cambridge.gov.uk.
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Section 1

Background and Executive Summary

Background and Executive Summary

The Housing Revenue Account (HRA) 30-Year Self-Financing Business Plan, originally approved in
February 2012, is reviewed twice each year, incorporating both the Housing Revenue Account

Medium Term Financial Strategy and Budget Setting Reports within these updates.

The report considers any required change in financial strategy or policy for the business, following
review of key assumptions and consideration of any material internal or external changes, to ensure
a long-term financially viable Housing Revenue Account. Both revenue and capital investment are
reviewed, with the impact of any proposed changes clearly identified. A review of strategic risks
facing the HRA is presented at Appendix A, with uncertainties facing the business detailed at

Appendix B.

The HRA Medium Term Financial Strategy reviews and re-states the budget for the current year,
2023/24, highlighting only significant or exceptional in-year changes for approval, reviews and
updates financial assumptions and presents updated projections for the following 9 years from
2024/25 to 2032/33, in the context of the 30-year plan.

This report is being prepared whilst the UK is still in some financial turmoil, with inflation significantly
higher that the government’s 2% target, interest rates at a 15 year high, fuel prices under continued
pressure, labour and materials rates still rising and many residents struggling to balance their
household budgets. This report incorporates changes required to both revenue and capital budgets
to accommodate the latest assumptions in inflation and interest rates but includes an assumption

that these levels stabilise or return to target levels in the medium-term.



To allow the continued delivery of new homes, it is necessary for the HRA to borrow significant
resource over the next few years. It is critical that any borrowing can be fully supported and that it

doesn’'t detriment the financial stability of the longer-term HRA Business Plan.

This iteration of the HRA Business Plan seeks to balance investment in much needed new affordable
housing, with the need to invest in the existing housing portfolio in order to improve energy efficiency

and reduce tenants’ fuel bills.

The approach to earmarking resource for new homes in the business plan is based upon a number
of updated key assumptions, but it should be noted that the detailed programme, as it is brought
forward for decision may contain a different mix of site types, scheme compositions, build standards,
delivery vehicles and grant levels, all of which will necessitate ongoing review of costs and the
associated borrowing. Existing HRA sites, land acquisitions, off the shelf purchase opportunities and
joint venture developments continue to be explored and brought forward for decision. The specific
scheme detail allows the authority to determine the build standard which each site can be built to,
taking intfo consideration any site constraints. The success of the authority in obtaining grant to
support the delivery of these homes is still key, and failure to obtain grant would necessitate a
significant reduction in build standard and build programme. The programme assumes the delivery
of a mix of social rented and affordable rented homes with affordable rent levels at both 60% and
80% of market rent. 80% market rents will only apply in respect of homes delivered above the 40%
affordable housing planning requirement on any site. The delivery of market homes on some
development sites will still be necessary to demonstrate financial viability, particularly in the current

challenging economic climate.

As aresult of continued high-cost inflation in the short-term, coupled with higher borrowing costs for
the foreseeable future, the HRA is still in a position where significant borrowing will be required to
meet previous commitments. Rent increases are anticipated to be higher than previously forecast
for 2024/25, with the current assumption of a rent increase at 7.7%, based upon Consumer Price
Index (CPI) inflation in September 2023 of 6.7%. built intfo the business plan. This is as a result of CPI
taking longer to come down to the government target than anticipated. There is a risk that the
government may impose arent cap, at 7% for example, as they did last year, in which case financial
forecasts and spending plans will need to be revised. Although this rent increase comes at a time
when tenants may be facing other financial pressures, it is critical for the delivery of the existing
housing commitments that the increase is applied. The authority has committed to achieving an

EPC (Energy Performance Certificate) ‘C’ rating across the housing portfolio by 2035 and this will
2



only be possible if rent income is maximised, particularly at a time when costs are sfill rising fast. It is
abundantly clear that the authority is not in a financial position to be able to deliver any further
energy efficiency improvements in the existing housing stock, without external financial support or
the ability to increase service charges in some way to help meet the cost of the initial investment.
Uncertainty also sfill exists in respect of the investment need that may arise once phase 2 of the
government review of the decent home's standard (Decent Homes 2) concludes, with a refreshed

standard anticipated. Consultation concluded in October 2022, with the outcome still awaited.

It is also clear that if the authority is to deliver its 10 Year New Homes Programme, significant
borrowing will be required, and at a higher interest rate than previously antficipated. Although the
HRA can just about support the interest payments on this borrowing, there will be absolutely no ability
to set-aside any resource for the repayment of the principal sums of this, or for a significant
proportion of the original self-financing, borrowing, with a requirement to-re-finance borrowing at
maturity. Demonstrating financial viability for new build schemes remains challenging, with grant
rates often lower than required coupled with the significant increase in borrowing rates. However,
the announcement earlier in 2023 that the authority can apply for Homes England Grant on re-

provision of existing homes as well as new supply is very welcome and is being fully explored.

Detailed exploration of the longer-term borrowing options will be key, to identify whether lower
interest rates can be achieved by securing finance from anywhere other than the PWLB, particularly
if the PWLB HRA rate is not extended from June 2024.

There is currently sufficient resource (borrowing) incorporated into the financial assumptions to
match fund retained right to buy receipts with the 60% of additional investment required, to avoid
the need to return receipts to central government, with payment of penalty interest at CPI plus 4%.
Decisions will need to be made on a scheme basis, with retained right to buy receipts applied to

schemes that are not likely to be awarded Homes England Grant.

The HRA is susceptible to any adverse changes in other business planning assumptions, further
inflationary increases, interest rate increases, increases in rent arrears and bad debts and increases

in statutory expenditure, such as decent homes.

Delivery against some of the key assumptions is critical to the success of the housing business plan,

with the assumption of continued rent increases at CPI plus 1% for 2024/25 (currently assumed to be



7.7%), followed by increases at CPI plus 0.5%, for the following 5 years, being one of the critical

assumptions included.

A key risk remains the still unquantifiable impact of the full rollout of Universal Credit, with the authority
still working proactively with affected residents to mitigate the impact. Although in the region of
2,473 residents are now thought to be claiming Universal Credit, approximately 2,165 are sfill in
receipt of Housing Benefit, although the latter will include pensionable age tenants, sheltered and

temporary housing residents.

Recognising the financial pressure facing the HRA, the approach to the inclusion of an efficiency
target, offset by a corresponding strategic reinvestment fund has been reviewed. It is proposed that
the approachisrevised, to retain an efficiency target set at 4% of general management and repairs
administration expenditure, but with the strategic investment fund being reduced to 50% of this
value fo ensure that a net reduction in costs is delivered from 2024/25 onwards. This will allow the
HRA to mitigate to a small degree, some of the increased operational and borrowing costs that are

currently being faced.

From a broader Council perspective, the authority’s tfransformation programme is progressing, with
the senior management review having been concluded, and further proposals anticipated as part
of the 2024/25 budget process. Any savings achieved in relation to housing or corporate services

will be profiled as appropriate across the General Fund and HRA.

With the degree of uncertainty in the economy currently, coupled with the anticipated changes
from the Social Housing Regulation Act and Decent Homes 2, it is anticipated that additional savings
may need to be sought in the HRA from 2025/26 onwards. This will be reviewed going forward once

financial commitments are clearer.



Budget Process and Timetable

Committee dates in the financial planning and budget preparation timetable are shown below:

Date Task

2023

Executive Councillor for Housing considers HRA Medium Term Financial
Strategy incorporating Housing Scrutiny Committee views in any
recommendations to Council and approves the revenue aspects of the
report

Council considers HRA Medium Term Financial Strategy and approves
capital aspects of the report

21 November

30 November

2024
Executive Councillor for Housing considers HRA Budget Setting Report,
alternative budget proposals, approves rent levels and sets revenue

23 January N ) . ) ! \ .
budgets, considering Housing Scrutiny Committee views, making capital
recommendations to Council

15 February Council considers HRA Budget Setting Report and approves capital

aspects of the report



Section 2 (Business Plan)

Local Context

Council Objectives

e Leading Cambridge’s response to the climate change and biodiversity emergencies

e Tackling poverty and inequality and helping people in the greatest need

e Building a new generation of council and affordable homes and reducing
homelessness

e Modernising the council to lead a greener city that is fair for all

Housing Strategy

The Greater Cambridge Housing Strategy identifies three key objectives with seven priority

actions for housing in the Greater Cambridge area:

e Building the right homes that people need and can afford to live in
1. Increasing the delivery of homes, including affordable housing, along with
sustainable transport and infrastructure, to meet housing need
2. Diversifying the housing market and accelerating delivery
3. Achieving a high standard of design and quality of new homes and

communities

e Enabling people to live settled lives

4, Improving housing conditions and making best use of existing homes
5. Promoting health and well-being through housing
6. Preventing and tackling homelessness and rough sleeping

o Building strong partnerships

7. Working with key partners to innovate and maximise resources available



Housing Priorities

In response to delivering against both the Council Objectives and the Housing Strategy, the

Housing Revenue Account continually reviews priorities for investment, considering:

The level of investment required to maintain decency in the existing housing stock

e The need to spend on landlord services (management and maintenance)

e The need to support, and potentially set-aside for repayment of, housing debt

o The ability to identify resource for investment in new affordable housing

e The commitment to reach net zero carbon in Cambridge by 2050.

o The desire to invest in income generating activities and discretionary services (i.e.,

support)

The ability to respond quickly to changes in both housing and building legislation

Housing Register

The Housing Revenue Account, alongside other registered providers of social housing, provides

accommodation for those on the Housing Register.

At the end of June 2023, the housing register recorded the following applicants by both

bedroom need and priority banding:

Housing Register by Bedroom Need Number Percentage
1 1,363 55%
2 604 24%
3 410 16%
4 126 5%
Total 2,503 100%
Housing Register by Priority Banding Number Percentage
A / Emergency 238 10%
B 646 26%
C 908 36%



D/ D* 711 28%
Total 2,503 100%

The current mix of new homes sought by the HRA is 50% 1 bedroom, 25% 2 bedroom, 20% 3
bedroom and 5% 4 bedroom homes, which is still broadly borne out by the bedroom need on
the housing register currently. There is therefore no recommendation to change this delivery

mix at present.

Housing Stock
Housing Stock (dwelling stock owned and managed in the HRA)

Actual Stock Numbers Estimated Stock

Housing Category

as at 1/4/2023 Numbers as at 1/4/2024
General Housing — Social Rent 5,941 5,909
General Housing — Affordable Rent 686 901
Sheltered Housing 522 522
Supported Housing 16 16
Temporary Housing (Individual Units) 143 144
Temporary Housing (HMO's / EA) 21 21
Miscellaneous Leased Dwellings 19 19
Shared Ownership Dwellings 86 86
Total Dwellings 7,434 7,618
Property Type Actual Stock Numbers  Estimated Stock
as at 1/4/2023 Numbers as at 1/4/2024

Bedsits 96 95
1 Bed 1,863 1,981
2 Bed 2,601 2,649
3 Bed 2,237 2,250
4 Bed 106 110
5 Bed 7 8
6 Bed 2 3
Sheltered Housing 522 522
Total Dwellings 7,434 7,618



Housing Stock Changes
The table below compares reductions in the general housing stock (excluding shared
ownership homes) in the last 10 years through right to buy sales, other sales, re-development

and conversion, with increases in the number due to new build dwellings and acquisitions.

Opening ) . il SENTEROE Acquisitions  Closing
Year Stock AL DISpOS.d.|S / ik / New Builds Stock
Demolitions Changes
2022/23 7,155 (28) (19) (1) 241 7,348
2021/22 7,103 (34) 0 0 86 7,155
2020/21 7,106 (16) (57) 0 70 7,103
2019/20 7,084 (29) (14) 10 55 7,106
2018/19 7,103 (27) (2) (1) 11 7,084
2017/18 7,049 (47) (29) (1) 131 7,103
2016/17 7,040 (58) (7) (1) 75 7,049
2015/16 7,016 (42) (4) 5 65 7,040
2014/15 7,164 (51) (109) (7) 19 7,016
2013/14 7,235 (60) (45) 1 33 7,164
Total (392) (286) 5 786

Leasehold Stock

At 15t April 2023, the Council retained the freehold and directly managed the leases for 1,185

leasehold flats and had 4 leasehold flats managed by a third party management company.



Section 3 (Business Plan)

External Factors and National Policy
Context

As part of this business plan report, all financial assumptions have been reviewed, including
taking account of external factors outside of the authority’s control. Financial projections are
adjusted considering any changes or trends in these. There is an ongoing impact on the
economy as a result of both the coronavirus pandemic and the conflict in Ukraine, and this
results in continued uncertainty in the forecast of external factors in this iteration of the HRA

Business Plan.

A table detailing all the revised business planning assumptions is included at Appendix C.

National Housing Policy

National Rent Policy
Local authority rents are regulated by the Regulator of Social Housing, alongside housing

associations and other registered providers.

The latest regulations (April 2020) include:

e Rent increases limited to an increase of up to CPI (in the preceding September) plus
1% from April 2020 for 5 years, with properties below target rent levels still waiting until

they are vacated to be moved directly to target rent.
e Target rents continue to be set with reference to January 1999 property values.

e 5% flexibility, requiring a clear rationale for using the flexibility which takes info account

local circumstances and affordability.
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e Affordable rent increases limited to a maximum increase of CPI (in the preceding
September) plus 1% from April 2020, but with the ability to re-set the rent at up to 80%

of market rent upon re-left.

With the level of CPI for September 2023 only falling to 6.7%, there is a possibility that the
government may infroduce a ceiling or cap on rent increases from April 2024 like the 7% cap

imposed for April 2023.

In the absence of any announcement from government, the Medium Term Financial Strategy
is constructed on the basis that rents increase in line with the current government guidelines,
with an increase of 7.7% (CPl in September 2023, of 6.7% plus the 1% as allowed for in the rent
standard).

A 7.7% rent increase has therefore been incorporated into the business plan assumptions, with

the impact of other levels of rent increase explored in later sections of the document.

Social Housing Regulation Act

The Social Housing Regulation Act received royal assent on 20 July 2023. The Act significantly
enhances the role of the Regulator of Social Housing in regulating the new consumer

standards, which come into force on 1 April 2024.

The key reforms include:

e Removal of the ‘serious detriment’ test, which now allows the regulator to step in more
readily where they feel intervention is proportionate.

e Enhancing both tfransparency and safety requirements, infroducing requirements for
building hazards to be fixed within prescribed timescales, requiring organisations to
have a named health and safety lead, ensuring that any tenant whose safety is
threatened is offered alternative accommodation and introducing requirements to
provide information to residents on financial performance.

¢ Introducing a new housing inspection regime from April 2024, based upon the new

consumer standards, which were subject to consultation up to 17 October 2023.

1



e Increasing the regulator's enforcement powers, with unlimited fines for non-
compliance, the ability to issue performance improvement plans and the right for the
regulator to undertake surveys on properties directly.

e Providing the regulator with the power to set competency and conduct standards, with
mandatory qualification requirements for senior housing managers and executives.

e The creation of an advisory panel, with representatives from multiple agencies and
service users, to advise on key sector issues and risks.

e A requirement for the Secretary of State to publish an energy reduction strategy for

social housing, with the regulator able to set and monitor standards in this area.

The regulator is consulting on the new consumer standards, with the standards expected to
be published in February 2024, to be effective from April 2024.

A Service Improvement Group is currently reviewing the anticipated requirements in the
consumer standards and code of practice, self-assessing current information and
performance against these, comparing ourselves to other providers and undertaking a gap
analysis and reviewing staff skills and qualifications. An action plan will be derived from this to
allow the authority to implement improvements in any areas where they are considered
necessary. Preparatory work will include the need to consider acceleration of tenancy audits
to improve data holding, particularly in respect of tenants where we have had no contact for

over 12 months.

Right to Buy Sales

In 2022/23, 62 right to buy applications were received, compared with 8% in 2021/22. A total of
18 applications were received in the first 6 months of 2023/24, indicating a contfinued steady

decline in interest, potentially because of current mortgage rates.
In 2022/23, 28 applications proceeded to a sale completion, compared with 34 in 2021/22. In

the first 6 months of 2023/24 9 sales have completed, indicating that sales for the year may

decline in line with reduced interest and are likely to be lower than in 2022/23.
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Predicting future sales, particularly whilst there is still such uncertainty in the economy, is difficult.
However, it is considered prudent to reduce the assumed sales in 2023/24 to 20, based upon
activity in 2023/24 to date, before returning to the assumption of 25 sales per annum from
2024/25 onwards, when mortgage rates may have reduced to a degree and stabilised. There
is however no guarantee that sales will return to these levels, particularly if the cost of living

increase being experienced currently continues.

Right to Buy Receipts

On 31 March 2023, the authority held £5,608,029.77 of right to buy receipts under the retention
agreement with DLUHC.

For 2022/23 and 2023/24, DLUHC have revised the retention agreement in place for right to
buy receipts, to allow local authorities to also retain the share of receipts that would otherwise
be payable to them. This change resulted in the authority retaining an additional £1.1 million
of right to buy receipts for 2022/23.

Reinvestment of retained right to buy receipts continues to need to be combined with
Devolution Grant, the Council’'s own resources, or borrowing and can't be invested in
replacement dwellings or dwellings receiving any other form of public subsidy. The authority is
unable to use capital receipts from the sale of land and other housing assets, Section 106
receipts or other forms of public subsidy as a form of match funding for units financed using

retained right to buy receipts, and instead must re-invest these in different capital projects.

Retained right to buy receipts must be reinvested within 5 years and can be used to finance
up to 40% of a new rented or shared ownership dwelling. Where used to finance the acquisition
of an existing market dwelling, a cap applies to ensure that the provision of new homes is
prioritised, with a cap at 50% until 1 April 2025. The first 20 units of delivery in any year will be

excluded from the cap.
With the Bank of England base rate now at 5.25%, any penalty interest payable on receipts not

re-invested appropriately is payable at a higher rate of 9.25%. If the authority moves into a

position that receipts are being held with less than 12 months before any penalty would be

13



incurred, decision to retain or pay over receipts is made by the Chief Finance Officer, in

consultation with the Assistant Director, Assets and Property.

The Assistant Director, Assets and Property has delegation to draw down funds from HRA ear-
marked reserves to acquire homes on the open market, if required, to ensure that investment

is made well in advance of the prescribed deadlines.

Inflation Rates

The base rate of inflation used to drive expenditure assumptions in the HRA financial forecasts
is the Consumer Price Index (CPI). The last 2 or so years have been particularly volatile, with an
unprecedented rise in CPI from 1.5% in April 2021 to 11.1% in October 2022, before falling to
6.7% by September 2023. Huge inflationary increases have been seen in utility, fuel and food

prices, alongside steep rises in other operating costs.

The Bank of England’s Monetary Policy Report of August 2023 forecasts a fall in the level of CPI
in quarter 2 of each year; at 3.3% for 2024, 1.7% for 2025 and 1.5% by 2026. The over-arching
view is that although inflation is still high currently, the peak has passed and that rates are
expected to steadily reduce and to return to pre-pandemic levels over the next two to three
years. If an average is taken of the projections for the next two years, 2024/25 is predicted to
experience inflation at 2.7% and 2025/26 at 1.6%.

14



Chart 1.3: CPl inflation projection based on market interest rate expectations, other
policy measures as announced

Percentage increase in prices on a year earlier

Continued economic uncertainty makes it difficult to accurately predict future rates but taking
account of the views of the Bank of England and other forecasters, it is considered appropriate
to include the assumption that costs will fall considerably over the next 12 months and further
after this. An inflation rate of 3% is therefore recommended for 2024/25, before returning to the
government’s long-term target of 2% from 2025/26. This will be reviewed again as part of the
HRA Budget Setting Report in January 2024.

The assumptions surrounding building maintenance expenditure inflation have historically
been derived from a mix of forecasts using the RICS (Royal Institution of Chartered Surveyors)
Building Cost Information Service (BCIS) all in tender price index and CPI. The broadly external
planned maintenance contract, currently with Fosters, is a lump sum priced confract, which
adopts CPI as the measure of inflation. The broadly internal planned maintenance contract,
currently with TSG, is a target price contract, using the (BCIS) all in tender price index as the
measure of inflation, recognising that prices are fluctuating widely in this industry currently.
Other specialist contractors will price work on a project basis, also taking account of industry

forecasts.
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The latest projections for the BCIS Index over the next 5 years currently predict a growth rate
of 2.9% by 2024, with forecasts of 2.8%, 3.2%, 3.4% and 3.5% over the following 4 years. Taking
an average of these rates of growth for the forecast five years gives rise to an annual increase
of 3.16%.

On a similar average basis, the assumptions being adopted for CPI over the same period are
2.2%, a difference of 0.96%.

Recognising the combination of planned maintenance price increases being driven by CPI
and BCIS, the assumption has been made that 50% of the work programme will be subject to
the BCIS indices and 50% by the rate of CPI. A blended average rate of 2.68% (average CPI
plus average BCIS divided by 2) has therefore been incorporated into the business plan

forecasts.

A growth rate of 4.7% has been retained in respect of new build inflation, based upon the

advice of the quantity surveyor / employer’s agent used most frequently by the Council.

Annual private sector pay growth increased to 7.7% in the three months to May 2023, although
earnings growth is expected to decline in the coming quarters to around 6% by the end of the
year. There is no forecast in respect of public sector pay increases, but these would be
expected to be lower than the private sector, with longer-term pay increase in the public

sector expected to mirror the longer-term inflation target of 2%.

The pay award from April 2023 has just been agreed, based upon the original offer made by
the employer. Pay inflation has therefore been increased to reflect a pay award of £1,925 per
full time equivalent employee for 2023/24 up to spinal column point 43, with a 3.88% increase

for points 43 and above.
A rate of 4% has been incorporated for 2024/25, which recognises an average of the higher

6% forecast for private sector pay and the target for public sector pay of 2%, before returning

to the previous assumption of 2% from 2025/26. The allowance for incremental progression has
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been retained at 1% per annum, recognising staff retention figures and the number of staff

who are currently paid at the top of their pay scale.

Interest Rates on Lending

The Housing Revenue Account recovers a proportion of the interest earned on cash balances
invested by the authority. The rate of interest assumed for 2023/24 in the HRA Budget Setting
Report was 2%, based upon the HRA clawing back interest from the General Fund on
investments with minimal risk. This recognises that the General Fund bears the risk, but also

benefits from the reward, of the higher risk investments made by the Council.

The Bank of England base rate was increased to 5.25% in August 2023, compared to a rate of
1.75% in August 2022. The current rate is the highest it has been in over 15 years. The next review
is due on 14 December 2023. The base rate has increased steadily since October 2021, and

the authority is now a corresponding increase in investment rates.

Bank of England Base Rate
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The actual average rate of interest earned on investments that benefited the HRA for 2022/23

was 2.04%, but rates ranged from 0.43% at the beginning of the year, up to 3.68% by March
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2023. With continued increases in the Bank of England base rate since then, with the current

base rate being 5.25%, lending rates have only increased since then.

An improved rate of 5% has been adopted for 2023/24 as part of this iteration of the HRA
Business Plan, reducing to 4.5% for 2024/25, 3% for 2025/26, then 2.5% on an ongoing basis. The

interest rate assumptions are included in Appendix C.

Interest Rates on HRA Borrowing

In respect of existing HRA borrowing, the self-financing loan portfolio with the Public Works
Loans Board of £213,572,000 remains, with rates of between 3.46% and 3.53%.

With no cap on HRA borrowing, subject to financial viability and the ability to support the
borrowing, the authority can borrow to invest in the provision of affordable housing with no

external financial constraint.

There is risk to the HRA's ability to borrow from the Public Works Loan Board (PWLB), with HM
Treasury guidance stating that any authority making an investment that is classified as an
‘investment asset primarily for yield’, will not be able to access loans from the PWLB in the
financial year in which it makes this investment. Investment in assets for service delivery,
housing, regeneration, preventative action (ie, buying an asset of community value) and
treasury management (re-financing existing debt) are acceptable, but investment for yield,
such as investment in land or buildings to be let at market rates is prohibited. If investment for
yield is included in an authority’s capital plan in any of the following three years, the authority
will be unable to borrow from the PWLB. There is therefore the potential for any investment
decisions made by the General Fund to defriment the HRA's ability to borrow from the PWLB.
This would not stop the HRA borrowing but would mean that an alternative lending source

would need to be identified, with rates potentially not being as preferential.

Any transfer of land or financial resource between the General Fund and the HRA to allow
development continues to impact the HRA Capital Financing Requirement, effectively
increasing borrowing. Although there is now no cap on borrowing, such decisions must still be

made in the knowledge of the revenue impact of transferring the land or resource.
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The assumption is made that additional borrowing is externalised, with updated PWLB maturity
loan rates for loans of a 30-year duration used. Since the last update of the HRA Business Plan,
there have been further increases in PWLB lending rates, with the rates at the time of the
drafting of the report standing at 5.62%, compared with the rate of 4.6% assumed for borrowing
during 2023/24 in the construction of the HRA Budget Setting Report in January 2023. It should
be noted that the PWLB rate is reviewed and can change twice each day, with rates

continuing to increase currently.

In June 2023, the government announced a preferential rate for HRA borrowing, at 40 basis
points above gilts, which is effectively a 60 basis points reduction on the standard PWLB lending
rates. This rate applies for one year and will then be subject to review. This would reduce the
current rate of 5.62% to 5.02%, which is still higher than was previously assumed. The previous
certainty rate of a 20-basis point reduction can be assumed to be ongoing currently, as long

as the authority submits its spending plans as required.

To mitigate the daily rate fluctuations in PWLB rates, this iteration of the business plan also
considers forecasts made by Link, the Council’'s treasury advisors, who project that PWLB
lending rates (inclusive of certainty rate) will be at an average of 5.3% for 2023/24, 4.78% for
2024/25, 4.02% for 2025/26, then 3.8% by the beginning of 2026/27.

Based upon current rates and these projections, a revised average rate of 5.02% (5.62% - 0.6%)
has been incorporated into any borrowing assumptions for 2023/24, followed by 4.78% for
2024/25, 4.02% for 2025/26, then 3.8% ongoing.
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Section 4 (Business Plan)

Rent and Other Income

Rent Setting

Social Rents

From April 2020, for a period of 5 years, the authority moved to a position where rents could be
increased by up to a maximum of inflation plus 1%, using the Consumer Price Index (CPI) at
the preceding September as the measure of inflation. However, as a result of the marked
increase in CPI during 2022/23, and a CPI rate in September 2022 of 10.1%, which would have
led to rent increases of 11.1%, government capped the rent increase for 2023/24 at 7%. Locally,
a decision was taken to cap the increase at a lower rate of 5% to support tenants through

partficularly challenging financial times.

CPI has now begun to decline, but remains significantly higher than pre-pandemic levels, with
arate of 6.7% to September 2023. Therefore, a rent increase assumption of 7.7% (6.7% for CPI,
plus 1%) is applicable for 2024/25. Although this increase has been incorporated into the base
assumptions of the HRA business plan, there is a risk that the government may impose a cap
on rent increase as they did for 2023/24, which was set at 7%. It is recognised that the 7.7%
increase is higher than the authority would ideally levy, but the level of rent increase does need
to be balanced against both increased costs and the requirement to improve the condition

and energy efficiency of council homes.
The table below summarises the financial impact on the business plan of a variety of rent

increcase levels and includes the impact for both social rents and affordable rents as they are

subject to the same rent controls.
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Additional / Impact on Housing Delivery

Average Average
Rent Weekly Weekly (:;?:;; d)
Social Rent Affordable . 9
Increase Required over
Valve Rent Value
the 30 Year
Increase Increase .
Business Plan
No further homes can be
improved to EPC ‘C’, leaving
. 1,700 as sub-standard and
3% £3.39 £4.84 £184 million the 4% HRA savings farget
would need to be increased
to 12% for 2024/25
1,250 homes will not be able
5% £5.64 £8.06 £105 million to be improved to EPC ‘C’,
leaving them sub-standard
340 homes will not be able to
7% £7.90 £11.28 £26 million be improved to EPC ‘'C’,
leaving them sub-standard
VI IR £8.69 £12.41
plus 1%)

It is evident from the table above that asingle year decision on the level of rent increase makes
a significant difference to the level of borrowing required, and therefore the viability of the
housing business and the authority’s ability to consider investment in both front-line services

and in energy efficiency improvements of the existing housing stock.

Property specific target social rents under the rent restructuring regime still apply. However,
when rentincreases were capped from April 2023, set at 5% locally, it meant that any property
previously charged at target social rent fell below this level, with target rents still increased

under rent setting regulations by CPI plus 1%, equivalent to 11.1%.

The average target ‘rent restructured’ rent at the start of 2023/24 across the general housing
stock was £122.70, with the average actual rent charged being £112.49. As a result of the rent
increase cap, no properties were charged at target rent at the start of 2023/24, compared to
35.5% being charged at this level in April 2022.
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The gap between actual and target rent levels in the general housing stock now equates to

an annual loss of income of approximately £3,542,000 across the HRA.

The authority can currently only close the gap between target social rent and the actual rent
being charged for a dwelling, when a property becomes void, and continues to do this. The
government have indicated, following the caps applied last year, that they may consult on

alternative routes for local authorities to be able to move rents to target levels.

Affordable Rents

In respect of affordable rented homes for existing tfenants, the same inflation rates apply as do
for socially rented homes, with these also monitored by the Regulator for Social Housing. There
is the ability to re-set the rent at up 80% of market rent when a property is vacated, should the
authority so choose. Affordable rents at up to 80% of market rent combine both the rent and

non-discretionary service charges levied for any property.

There were 686 new build properties charged at the higher ‘affordable rent’ levels, on 1st April

2023 and 20 affordable shared ownership homes.

The authority has two levels of affordable rents being applied to new homes, with rents set at
either 60% (or the Local Housing Allowance level if this is lower) or 80% of market rent
depending upon the nature of the scheme and the proportion of affordable housing being

delivered on the site.

The earlier delivered affordable rented housing was based on the pre-COVID Local Housing
Allowance, which for existing tenants has been inflated annually. When any of these homes
become vacant, they are re-based at 60% of market rent or the current Local Housing
Allowance, whichever is lower. It will take many years before consistency is achieved,

however.

The table below confirms the current average rent levels charged or assumed in financial

modelling:
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Property Size

Shared Room

1 Bed
2 Bed
3 Bed
4 Bed

2023/24
Published LHA
Rate (not
adopted by
CCC unless
lower than a
60% rent)

97.00
178.36
195.62
218.63
299.18

2020/21 Pre-
COVID LHA rate
inflated by 1.5%,

4.1% and 5%

Used by CCC for

2023/24 existing
tfenants

N/A
150.87
173.52
201.64
268.97

Rent Arrears and Bad Debt Provision

Indicative L
Indicative
Programme
Programme
g aoe Average
2023/24 Rents at
60% of Market ~ 2023/24 Rents at
80% of Market
Rent
Rent
N/A N/A
166.06 227.24
211.49 288.50
252.45 342.80

Rent collection performance was broadly maintained during 2022/23 despite the challenging

economic climate, with 99.2% of the value of rent raised in year, collected in the year,

compared with 99.5% in the previous year.

As a result of rent not collected, total arrears increased during 2022/23, with current tenant

arrears of just under £1.5 million by 31 March 2023 and former tenant debt of just over £1 million.

The year-end position in respect of rent debt is summarised in the table below:

Current Tenant
Arrears as a
Percentage of Gross

Value of Year End
Arrears in Accounts

Value of Year End

Financial Year End  Arrears in Accounts

(Current Tenants) Debit Raised in the (Former Tenants)
Year
31/3/2019 £776,961 1.93% £932,156
31/3/2020 £1,091,161 2.70% £915,885
31/3/2021 £1,374,167 3.30% £925,982
31/3/2022 £1,337,622 3.14% £1,121,082
31/3/2023 £1,490,860 3.33% £1,020,073
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It is concerning to see that current tenant arrears increased during 2022/23 in both value and
percentage terms, from £1.34 million (3.14%) to £1.49 million (3.33%). This is possibly not surprising
in the current financial climate, with the cost of living crisis continuing to impact particularly

low-income households.

The position in respect of current arrears has worsened in monetary terms in 2023/24 to date,
with an increase in the first 6 months of 2023/24 of a further £175,330 in arrears by September
2023, however in percentage terms, this is equivalent to 3.34% of rent due, so broadly

maintained.

Current Arrears as a Percentage of Rent Due

3.80%

3.70%

3.60%

3.50%

3.40%

3.30%

3.20%

3.10%

PERCENTAGE OF RENT DUE

3.00%
2.90%
2.80%

2.70%
1 3 5 7 9 11 13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49 51

WEEK NO

—2021/22 =——2022/23 2023/24

The Income Management Team have been operating for the majority of 2022/23 and the year
to date with a vacancy in the team that has proved difficult to fill. It is hoped that once
recruitment is successful, and the team are back to full capacity, that performance in respect

of arrears recovery willimprove.
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The team continue to work proactively with tenants and financial support providers to mitigate
the impact of the cost-of-living crisis for both the tenants themselves and the authority, ensuring
that tenants are aware of all financial support available to them. The ongoing impact for
residents of moving to direct payment is being actively managed, with an Increase in the
number of claimants transitioning to Universal Credit. In October 2023, the authority had 2,473
tenants claiming Universal Credit and 2,165 still claiming housing benefit. A significant
proportion of those still claiming housing benefit will be in temporary accommodation or will

be of pensionable age, and so will continue to receive housing benefit.

Former tenant arrears reduced over the 12 months to 31/3/2023, with former arrears reducing
from £1.1 million to £1 million over this period. A dedicated officer has been employed on a
fixed term basis since April 2022, focussed on recovering, or failing that, writing off, former
tenant debt. Former tenant debt of £192k was collected during 2022/23 and debt of £324k
was written off. Following these successful outcomes, this role has now been made permanent,
with the officer to proactively chase and write off former tenant debt dependent upon the
circumstances. Writing off obvious bad debt allows a focus onrecovery of more of the doubftful
debt.

At 31 March 2023 the total provision for bad debt stood at £1,951,988.25 representing 78% of
the total debt outstanding.

The annual contribution to the bad debt provision for 2023/24, based on 1.5% of rent due, was
set at £673,530 in the HRA budget approved in January 2023. The assumption has been
reviewed as part of this iteration of the business plan taking account of the contribution to,
and call on, the fund over the last few years, coupled with a view on the current economic
climate. Recognising both the level of arrears years on year, and the proportion of rent arrears
that are ultimately written off, it is evident that the provision of 1.5% of rent due has been higher
than required over the last 3 years and it is therefore proposed to reduce the current
assumption to 1% for 2023/24 and beyond. This will be reviewed again as part of the HRA
Budget setting Report in January 2024.
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Void Levels

The value of rent not collected as a direct result of void dwellings in 2022/23 was £1,052,081,
representing a void loss of 2.52%, compared with £656,205 in 2021/22, representing a void loss
of 1.67%.

The value of rent lost through void dwellings during 2022/23 was significantly higher than in
2021/22 and was higher than the increased target of 2% for 2022/23, recognised as part of the
2023/24 HRA Budget Setting Report of January 2023.

Some of the key conftributors to the higher void levels in 2022/23 were homes vacated on
approved development sites (£223,000) units held vacant as a result of fire damage to a block
of flats (£38,000) and units held vacant as the void investment required is not financially viable
(£6.000).

If the impact of the irregular void fransactions (detailed above) is removed from the statistics,
the void performance in general voids for 2022/23 would have been 1.88%, which is sfill
considerable higher than the standard void target of 1%. Clearing a backlog of void works

during 2022/23 contributed to this, with externalisation of some of the work to facilitate this.

Void performance has deteriorated in the first four months of 2023/24, with a gross void loss of
2.78%. This does however still include the impact of our redevelopment programme, with units
now fully vacated at Aylesborough Close and being vacated at Princess and Hanover Court
and Fanshawe Road. The data also includes new homes which have not yet been let for the
first time, with large numbers of home handed over simultaneously, creating a backlog in the
lettings process in July and August 2023. There are very few further handovers anticipated in
2023/24, so once the current backlog of new homes has been let, this issue is not expected to
reoccur in the current year. Although the position has improved since last year, general voids
still remain a problem, with properties being returned in poor condition, resulting in both
increased costs and prolonged void periods, which also results in loss of rental income. As a
result of this, it is recommended to adjust the assumption in general voids for the current year

to 2%, assuming demolition of homes identified for redevelopment, letting of new homes and
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some recovery during the year in our general voids performance, assuming a rate of 1.35% for
2024/25 based upon current general voids performance, whilst retaining the longer-term

assumption of 1% in the business plan from 2025/26 onwards.
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Section 5 (Business Plan)

Capital - Funding

Direct Revenue Financing of Capital Expenditure (DRF)

DRF is the use of revenue income, which is predominantly rental income, in the HRA to finance
capital expenditure. Over the next 10 years, an average of £8 million per annum is estimated
to be available for this purpose, but this is subject to rent increases being applied as allowable
and revenue expenditure being within existing assumptions. Any increase in the level of
revenue spending on housing management, responsive or void repair activity, reduces the
sums available to finance capital expenditure. The resource is used to fund most aspects of
the housing capital programme, including decent homes, other investment in the housing

stock, new build and non-dwelling investment, such as garages, commercial property and IT.

Major Repairs Reserve (MRR)

The MRR is a statutory capital reserve which is contributed to solely by the revenue
depreciation charged on HRA assets each year. The funding is ring-fenced for investment in
existing or new HRA assets, or for use in the repayment of debt. Over the next 10 years, an
average of £14.7 milion per annum is estimated to be available for this purpose, but this is
subject to updated annual depreciation calculations, which are affected by any changes in
asset valuations when they are revalued at the end of each financial year. The resource is
used to fund many aspects of the housing capital programme, including decent homes, other
investment in the housing stock and new build. It could be used to invest in other HRA assets,

such as garages and commercial property, or for the repayment of housing debt.
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General Right to Buy Receipts

The authority is able to retain a proportion of capital receipt in respect of the first few homes
sold under right to buy each year, as a historic arrangement linked to the self-financing
settlement for the HRA. This resource is usually shared with Treasury on a formulaic basis, but for
2023/24 local authorities are able to retain 100% of the funding, assuming it is reinvested in new
homes. From 2024/25 resource of approximately £500,000 per annum is assumed based upon
the authority selling 25 homes each year under right to buy. This resource can be used to fund
any legitimate capital expenditure, so is utilised to meet the net cost of any general fund

housing capital investment and investment in commercial or community-based assets.

Retained Right to Buy Receipts

Receipts retained by the authority under the current 1-4-1 retention agreement are just over
£3 million per annum based upon current sale assumptions. This resource carries significant
constraints in how it can be invested as outlined in Section 3, with the authority currently
allocating these receipts to new build schemes that are either ineligible for, or unlikely to be
awarded, Homes England Grant. Purchases of new build homes on section 106 sites are a key

use of these resources going forward.

Other Capital Receipts

The HRA receives capitalincome in the form of receipts for the sale of land or non-RTB disposals.
This funding can be retained in full by the authority as long as it is invested in the delivery of
affordable housing. There are constraints on how these resources are used, with the resource
unable to be combined with retained right to buy receipts, grant or section 106 funding. The
resource has often been used historically for the re-provision of existing dwellings on existing

HRA development sites, but this may change now that these units are potentially grant eligible.

Homes England Grant

The authority is able to bid for Homes England Grant on a scheme-by-scheme basis, having
been unsuccessful in securing a strategic partnership with Homes England. From 2023, it has

been possible to bid for grant, not only for new supply of social rented or affordable rented
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housing, but also for re-provision of existing homes on development sites. This makes
redevelopment a more financially viable option for the authority going forward, subject to

successful grant bids.

The HRA Business Plan currently assumes grant on new supply for all potentially eligible
schemes, with a clear recognition that failure in securing the grant will require the scheme to
be reconsidered, exploring the tenure mix and / or build standards in order to be able to
proceed. Grant in respect of re-provided homes is not currently assumed, with a prudent

approach being taken until the authority has been successful in securing grant in this category.

Borrowing

Moving forward, the HRA will need to borrow as a key form of financing capital investment.
2023/24 is the first time the HRA expects to borrow to finance capital expenditure since the self
-financing borrowing was taken out in March 2012. Exploring the most appropriate borrowing
route will be key, particularly at a time when interest rates are so high. The authority can explore
internal borrowing from the General Fund, but this will be limited to the level of available
reserves that the General Fund has to lend. The Public Works Loan Board (PWLB) is currently
offering a reduced HRA rate, but this still attracts an interest rate of more than 5% at the time
of writing this report. The current business plan assumes borrowing of £635,000,000 over the next

30 years, with £425,000,000 of this over the next 10 years to deliver the new homes planned.

Appendix H details the funding sources assumed to be available and utilised in the Housing

Capital Investment Programme over the next 10 years.
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Section 6 (Business Plan)

Capital and Planned Revenue
- Existing Stock

Stock Condition / Decent Homes

The authority holds validated stock condition data for its housing stock, with an ongoing
programme of inspections carried out to increase the breadth and quality of this data to help

inform strategic decision making.

The Decent Homes Standard ensures that a dwelling meets the current statutory minimum
standard for housing (the Housing Health and Safety Rating System), is in a reasonable state of
repair, has reasonably modern facilities and provides areasonable degree of thermal comfort.

The standard is currently subject to a review at national level, with the outcome awaited.

The housing service reported achievement of the decent homes standard in the housing stock
as at 31 March 2023 at 99.8%, compared with just under 98% achieving the desired standard
at 31 March 2022. There were 14 properties that were considered to be non-decent, in addition
to 215 refusals, where tenants had exercised their right to decline the work being completed

and where these are therefore not reported in the non-decency statistics.

Stock Investment

The HRA has a 5-Year Asset Management Strategy, which was last approved in autumn 2019.

From a delivery perspective, around 60% of planned maintenance investment is currently
broadly split between two main contractors. Foster Property Maintenance are responsible for
the delivery of the majority of external planned works to the housing stock, blocks and estates,
whilst TSG Building Services deliver the maijority of internal planned investment. The contfract
with TSG has recently been re-let and runs for an initial 5-year period from November 2022, with

the option to extend for up to a further 3 years. The contract with Fosters is now in its extension
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period and runs until September 2025. A significant amount of work is procured via one-off

contracts, and this includes large structural works projects, some estate improvement projects,

and energy efficiency works.

As part of the Asset Management Strategy, a programme of new initiatives and actions was

identified, which included aspirations to (subject to funding bids when costs have been

quantified in some cases):

Initiative / Action

Implement a rolling programme of

stock condition surveys so properties

are inspected every five years

Continue the programme of structural

surveys of flats blocks and implement

survey programme for older flats and

houses

elements

with

structural

concrete

Current Status

A new programme of stock condition surveys started
in September 2023 and prioritises properties where
there is no recent condition data. A new apprentice
surveyor is being trained to gain skills in this area. The
inhouse team are also receiving training so that all
void properties have a stock condition survey carried
out. New build property and footpath surveys are
being carried out.

Structural surveys at the Bermuda Terrace Estate are
underway. If works are required they will be tendered
in 2023/24 with a view to being on site in 2024/25. A
programme of structural repairs to maisonettes in the
South Arbury area has been tendered and is due to
start on site in 2023. Balcony and brickwork repairs at
Nicholson Way, Walker Court and Hanson Court are
on site and will be complete in 2023. In 2024 we plan
to establish a framework contract for structural
engineering services and establish a cyclical
surveying programme to re-inspect blocks of flats
where structural works have been completed. We

are carrying out structural repairs to around fifteen
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Reduce the electrical inspection cycle

to five years in line with best practice

Implementation of “Orchard Asset”
software -
the

asset  management

including development  of

compliance and energy modules

Develop a methodology which

identifies high-cost investment

properties across the stock and
calculates net present values — using

new software in Orchard Asset

Implement a programme of estate

investment projects

Establish a

inspection of asbestos

programme  of re-

containing
and

materials implement a new

houses that have suffered from structural defects,
some arising from dry weather in the past few years.
The Risk and Compliance team continue to manage
and deliver the fransition from a ten year to a five
year inspection cycle.

The implementation project is still underway but has
experienced delays. The “servicing” (compliance)
the

module will

module and “project” (planned works
be The

“energy” module is live but has not been developed

management) “live” next.
in the absence of full fime Energy Manager. This post
is now filled, and the new Energy Manager is

scheduled to start in November 2023.

The

module in MRI Asset will be the final module to be

implementation of an "Options Appraisal”

implemented

The street lighting replacement contract will be
complete on site in 2023, and the final task will be to
map assets on the Council’s mapping system. We are
working on a communal lighting replacement
programme. A pilot project is being completed; a
considerable amount of electrical enabling work is
required. We are working on revised estimated costs
for the full programme of work before deciding the
most appropriate procurement route to deliver the
work.

The be

implemented in a live environment in the Asset

asbestos compliance module  will

system in the autumn of 2023.
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asbestos  register  based  within

Orchard Asset

Implement an annual programme to
and
the

inspect fire doors to flatfs

communal areas (including
replacement of non-compliant fire

doors)

Review maintenance requirements for
flat roofs and sheds replacement and

repair

Develop a replacement programme
for lifts, door entry systems, communal
doors, fire

entrance systems,

automatic doors, and communal

lighting

The Asbestos Surveyor (Analyst) post has now been
recruited to on a permanent basis and will continue
with the review of all communal re-inspections.

A fire door inspection programme is in place with
Ventro (Passive Fire Protection Specialists). HRA
properties completed include all temporary and
sheltered accommodation. General needs
purpose-built blocks of flats are continuing and will
continue to be the focus for the remainder of the
programme. Results from surveys are being used to
develop programmes of planned work including
new and replacement fire doors.

This programme of work is currently underway, with
over 300 shed roofs due to be replaced in 2023/24.

Many shed roofs are shared with adjoining freehold

properties, and this makes this a complex
programme of work.
We have programmes of work in place for

communal lighting upgrades, communal entrance
doors and glazing replacement, door entry system

replacement, and fire alarm upgrades.

At Kingsway flats, fire compartment works are due to start on site in autumn 2023 and are

scheduled to be complete in April 2024. Work is ongoing to replace the remaining gas

heating systems with electric alternatives and then all gas supplies will be removed from the

building. We are also implementing fire alarm upgrade in a number of sheltered housing

schemes.

Individual properties have regular elecftrical tests, and the electrical installation is replaced

every thirty years. In our blocks of flats there is usually also a landlord electrical installation

(that may provide power for lights, lifts, access systems etc.) and many of these are now old
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and in need of upgrade of replacement. In addition, in some blocks of flats, the main
electrical supplies to individual flats pass through the communal areas, and sometimes
through other flats. We have implemented a programme of work to survey landlord
electrical installations and electrical cables supplying individual flats. In 2023/24 this is taking
place at Bermuda Terrace and some of the blocks of maisonettes in the South Arbury area. Is
it expected that this will result in additional work to electrical installations in blocks of flafts,

with funding to be identified once costs are quantified.

At the East Road flats, a project is underway to replace roofs and windows to the tall blocks
of flats facing East Road. This is a large project and work will be coordinated to minimise
disruption to residents. Electrical works to these flats are also required but this work will be

carried out separately in 2024/25.

In respect of resident engagement and communication, officers are working closely with
main contractors to improve the quality of communication abut new programmes of
planned maintenance work, and the frequency of updates about the progress of work and
any delays. The contents of standard letters has been reviewed to ensure residents are

better informed about the reasons why we carry out planned maintenance work.

Net Zero Retrofit Pilot Project

Work to deliver the net zero reftrofit pilot project is progressing well, with a design team of
architects, engineers and quantity surveyors in place. Planning has been approved for works
to the 46 houses that form part of the pilot and is currently awaited for the 4 flats. The
properties in the pilot are in the Ross Street and Coldham's Grove area. Tenders for the main
contractor are expected to be issued through a framework shortly, with appointment

anticipated by November 2023, for start on site in early 2024.

The works to be carried out as art of the pilot include:

e External wall insulation

e Roof and chimney insulation
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e Floor Insulation (ground floor)

¢  Window replacements

e Doorreplacements

e Airsource heat pumps (in place of existing gas boilers)

e Mechanical ventilation with heat recovery units (mvhr’s)

e Solar pv panels

e Cavity wall insulation extraction and replacement (where required)

e Wastewater heat recovery systems (if funding allows)

The objectives for this funding are to allow the authority to prove whether the estimated costs
in areport prepared for the authority by Fielden and Mawson are achievable, to allow time
to lobby government and other bodies, backed by real evidence, in an attempt to secure
external investment, to allow further exploration of the potential to use the 5% flexibility in the

rent restructuring formula and / or to introduce a ‘comfort’ charge for tenants.

The original budget approved for this project was £5,000,000, but this has since been inflated
to £5,196,000 in total. Updated cost estimates are expected shortly once the tender process
has been concluded and any change in costs will need to be addressed as part of the

2024/25 budget process or medium-term financial strategy process depending upon timing.

Other Energy Works

Following success in the Social Housing Decarbonisation Fund (Wave 2) grant bid process,
the authority was awarded £2,260,175 in grant over the period to September 2025. The
authority had already included co-funding of £3,640,000 in the budget for 2023/24 to support
this bid, but following the grant award has increased the total budget by the grant sum and

recognised the grant income as the funding source for this.

The grant criteria is to ensure property reaches EPC ‘C’ and reduces energy demand to
below a set level. These funds are now delivering external wall insulation works and uprated
ventilation to 185 properties between now and a target date of March 2025. Top up loft

insulation may also be provided alongside these works if required.
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A further 100 homes will receive similar works, to include solar pv, across the same timescale

but will be funded by the Council entirely.

In addition, we will continue with loft insulation upgrades and cavity wall insulation,
extraction and re-fill, to other properties. We have a programme of around 800 EPC “D”

rated solid walled houses that will need to be insulated if they are to reach EPC ‘C’.

Over the course of a year the difference in energy costs between a ‘G’ rated property and a
‘A’ rated property is estimated at £1,500, and this can be split between each step in
between. This may be even more currently due to the rise in fuel costs over the last 18

months.
Effectively, we can assume, on average, that for every full step up the EPC ladder that we

improve the energy efficiency of a home, the tenant could save up to £250 each time.

Taking a home from a ‘D’ to a ‘B’ for example, could save £500 per year.
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Section 7 (Business Plan)

Capital = Acquisition, New Build and
Re-Development

Acquisition and Homes for Ukrainian and Afghan Refugees

During 2022/23, the HRA acquired 4 properties on the open market to accommodate rough
sleepers, partly funded using grant from Homes England, 21 properties on sites where
redevelopment was either approved or potentially possible and 8 flats in a block intended for

use as sheltered accommodation.

During 2023, the Department of Levelling Up, Housing and Communities (DLUHC) have
awarded the authority two rounds of grant funding to assist in meeting the challenges in
providing move on and settled accommodation for recent humanitarian schemes (Afghan

and Ukrainian refugees).
The authority was awarded:

e Round 1 main element - £4,640,000 to be used to provide a minimum of 29 homes.

e Round 1 bridging element - £328,683 to allow the provision of at minimum 1 larger 4+
bed home to be allocated to households currently residing in bridging
accommodation.

e Round 2 - £840,000 to be used to provide 3 homes for Afghan households and 1T home

for use as temporary accommodation.

The grant funding requires a total top up contribution of £7,538,683 from HRA resources, with
the properties held in the HRA and available for wider housing purposes once they are no
longer required to accommodate this cohort. Round 1 grant has to be invested by 30
November 2023 and round 2 by 31 March 2024.
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Some existing new build housing has been redesignated to meet this need, with 16 homes
identified and currently occupied, or soon to be occupied. 15 homes have been acquired

on the open market to date, with a further 6 in the conveyancing process.

Acquisitions or disposals completed or in progress in 2023/24 to date include:

Acquisition / Disposal Comment Status

Purchase of a 1 bed flat in Trumpington ward for
rough sleepers. This is the last of 14 homes acquired

| Beellren with Rough Sleeper Accommodation Programme SemRIEE
grant

12 x 3 Bed Houses . .

1 x 5 Bed House gees. p Y9 9

1 x 3 Bed Houses . .
Purchase of market dwellings for accommodating

44 el inouse refugees, part funded by government grant 1) [PeEEss

1 x 6 Bed House gees. p Y9 9

1 x 1 Bed Flat Open market purcho§e of a home on a potential Complete
future development site

I x 1 Bed Flat Open market purchase of a home on a potential In progress

future development site

New Build and Re-Development

Delivery Approach

The Housing Development Agency manage the delivery of all new homes in the HRA, with a

commitment to deliver affordable, sustainable homes, which meet tenant expectations.

The fees charged by the H.D.A are reviewed annually as part of the Medium-Term Financial
Strategy, with a fee expectation in the H.D.A budgets of £373,920 for 2023/24. The proposed

level of H.D.A fees for schemes approved from September 2023 onwards are:
¢ HRA housing schemes delivered using CIP — 2%

e HRA housing schemes delivered by H.D.A directly — 3%
e HRA S106 or other acquisitions — 1.5%
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e Optional 1% can be added to each of the above if scheme includes community or

commercial aspects.

Potential new build schemes are identified, initial feasibility work is carried out, the site is
formally identified as a scheme for consideration, detailed feasibility work and formal
consultation is carried out and a costed scheme is presented to Housing Scrutiny Committee
for formal consideration and approval. Schemes are then incorporated into the Housing
Capital Investment Plan at the next approval opportunity. As the scheme design progresses
and planning approval is sought, revised and more accurate scheme costs are available,
culminating ultimately in a build contract value or affordable housing agreement, which along
with any fees and costs to secure vacant possession form the final budget for each scheme.
Revised scheme costs are incorporated into the Housing Capital investment Plan as part of the
HRA Business Plan Updates, that incorporate the Budget Setting Report or HRA Medium Term

Financial Strategy as each scheme progresses.

The Council's approach to building new homes continues to develop, with both Passivhaus
and Net Zero Carbon pilot schemes how approved. The authority is having to explore a
multitude of options for the delivery of new homes, with inflation rate and interest rate rises

making it more challenging to demonstrate scheme viability.

There is still a strong commitment to delivering good quality, affordable rented
accommodation in the city, but there is a recognition that it might take longer than originally
planned to deliver against the aspirational targets, and some compromise may need to be

made.
Future New Build

As aresult of further increases in longer-term interest rates for borrowing, the assumptions in the
HRA Business Plan for the delivery of new homes have currently been retained at lower levels
similar to those incorporated in the January 2023 Budget Setting Report. There is sfill a strong
commitment to deliver as many new homes as financially feasible, with a recognition that if
the economy recovers more quickly than anficipated, the programme can easily be scaled

back up again.
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The key assumptions now made in respect of the funding incorporated are:

e 629 net additional council rented (social rent and 60% of market rent) homes delivered
over the 10 years from 2023.

o 353 affordable rented homes at 80% of market rent.

o Delivery of the net new council rented homes assumes the need to demolish and re-
provide 335 existing properties as part of site regeneration schemes.

e To deliver the net new council rented homes in mixed and balanced communities,
market housing will also be delivered by developers on some of the identified sites.

e A range of delivery routes will be adopted, with a mix delivered via Joint Venture or
Section 106, land led schemes, existing HRA sites and potentially off the shelf purchases.

e Updated build costs using the latest information and cost data available, which
assumes building to Passivhaus or equivalent performance standards. This assumes that
building to Passivhaus standard or similar may be deliverable on all sites.

¢ Inflation in build costs incorporated at 4.7% per annum for the life of this programme.

¢ Homes England grant assumed for pipeline schemes at an average of £56,463 per unit
across all eligible affordable tenures, recognising that not all units will be eligible for
grant, particularly where a larger proportion of market sale or replacement units are
proposed, or the site is a Section 106 delivery site.

¢ Retainedright to buy receipts continue to be available forre-investment at the assumed
rate of approximately £3,000,000 per annum but can’t be appropriately reinvested in
addition to Homes England Grant, and instead will be utilised for sites which are
ineligible for grant or where grant is not awarded. This sum assumes ongoing sales at the
rate of 25 per annum to generate this resource.

e Borrowing has been assumed at the rate of 5.02% for 2023/24 (recognising the PWLB
HRA rate), and 4.78% for 2024/25, 4.08% for 2025/26 and 3.8% from 2026/27 ongoing,
based upon Link, our freasury advisors, forecasts of the PWLB rates over the medium
term.

¢ The Investment profile is spread across the 10-year programme based upon indicative

delivery timescales, which are subject to change.
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e Standard annual servicing and maintenance costs are increased by £200 per unit,
recognising the need to service and maintain solar pv installations and a mechanical
ventilation with heat recovery (MVHR) unit in each dwelling.

o Standard future replacement costs are increased by an average of £500 per annum to
allow for the replacement of the additional components required to deliver a

Passivhaus dwelling.

This requires an estimated £425,000,000 of borrowing in the HRA over the next 10 years of the

plan.

Work is still ongoing to identify and explore potential HRA sites and land acquisition
opportunities that could be included within the 10 Year New Homes Programme. Sites and
schemes will continue to be brought forward for formal consideration and approval

individually as opportunities arise, on a prioritised basis.

Taking into consideration site constraints and the delivery vehicle adopted for each scheme
as it is identified for inclusion in the programme, different recommendations may be made in
respect of tenure mix and sustainability standards. The option currently incorporated into the
plan assumes new homes will be built using Passivhaus principles wherever considered possible
but there is recognition that the intention would be to move towards net zero-carbon during

the life of the programme, where it is feasible and viable to do so.

The programme, as incorporated, is still dependent upon securing Homes England Grant
funding, bid for on a scheme-by-scheme basis. The authority has been successful in securing
grant for a number of sites to date, and announcements earlier in the year now allow the
authority to bid for grant in respect of replacement dwellings on existing HRA sites, which was
not previously an option. Officers are currently revisiting schemes where it may now be possible

to secure this additional grant.
If unsuccessful in securing grant for new homes, the ability to replace grant with retained right

to buy receipts would only help deliver a very small proportion of the planned programme.

Failure to achieve grant will mean that the programme will need to be reviewed to identify
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alternative sources of funding, to increase the amount of market sale housing provided, to

reduce build standards or o reduce the number of council rented homes delivered overall.

The resource ear-marked in the business plan will be reviewed and re-profiled as the
programme develops. The need for the HRA to borrow significant sums of money over the next
10 years will require a review of borrowing options, with long-term borrowing options to be
explored and decisions made as part of the Medium-Term Financial Strategy in 2024/25. As a
result of the current preferential rate offered to the HRA by the PWLB for 2023/24, any borrowing
in the current year is expected to be undertaken through this route. Longer-term the authority
will need to actively explore other borrowing options, including the potential for bond issuance,

which may be possible in light of the significant sums required.
Schemes Completed - Devolution 500 Programme

At the time of writing this report 524 new homes had been completed as part of the Devolution

500 Programme, with a net gain of 493 council rented homes.

Total Gain in Percentage
Social Social Social
Scheme . . .
Housing / Housing Housing on
SO Units Units Site
Uphall Road 2 2 100%
Nuns Way/Cameron Road 7 7 100%
Wiles Close 3 3 100%
Ditchburn Place 2 2 100%
Queensmeadow 2 2 100%
Anstey Way 56 29 100%
Colville Road Garages 3 3 100%
Gunhild Way 2 2 100%
Wulfstan Way 3 3 100%
Markham Close 5 5 100%
Ventress Close 15 13 100%
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Total Gain in Percentage

scheme Soc.ial Soci.al SoFiaI

Housing / Housing Housing on

SO Units Units Site
Akeman Street 14 12 100%
Mill Road 118 118 50%
Cromwell Road 118 118 40%
Colville Road I 63 63 100%
Meadows and Buchan 22 22 100%
Campkin Road* 75 75 100%
Clerk Maxwell 14 14 40%
Total 524 493

*16 of the units at Campkin Road were re-purposed as refugee housing, with DLUHC grant

awarded to conftribute retrospectively towards the cost.
Schemes Completed - 10 Year New Homes Programme

The first homes being delivered as part of the new 10 Year New Homes Programme have now

been delivered, as follows:

Total Gain in Percentage
Social Social Social
Scheme . . .
Housing / Housing Housing on
SO Units Units Site
Histon Road 10 10 40%
Total 10 10

General Fund Sites

Where any General Fund sites are taken forward for development with the potential for the
HRA to acquire the affordable homes, there is the need to consider the impact of the transfer
of land between the General Fund and the HRA and any resulting impact of the HRA Capital
Financing Requirement. Under current legislation, any increase in this results in increased
interest costs to the HRA. If General Fund sites are built out by the Cambridge Investment

Partnership, with the intention of the Council being to exercise the break clause in a lease in
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order to acquire the affordable homes, it is considered necessary for this land to be
appropriated between the General Fund and the HRA at market value, taking account of the

infended use.
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Section 8 (MTFS)

Detailed Review of Revenue Budgets

2023/24 Mid-Year Budget Virements

As part of the HRA Budget Setting Report in January 2023, resource was incorporated to allow
the authority to increase staffing and operational resource as property numbers increase.
Although new homes are taken handover of throughout each year, the increase required in
staffing resource is only reviewed incrementally. As part of this Medium-Term Financial Strategy,
the resource that has been incorporated into the business plan from 2023/24 onwards Is now

being formally allocated as follows:

e Lettings Team Leader 37 hours per week £51,570 — an increase in staffing in this small
team to recognise an increase in both new build handovers and general voids
requiring re-let.

e Allocation of resource of £82,760 in respect of the cost of managing, servicing and
maintaining the communal heating systems at the Meadows, Campkin Road, Colville

Road Il, Colville Road Il and L2 new build schemes.

The resource already incorporated into the HRA budget from 2023/24 onwards will be vired to

allow these proposals to be implemented.

2023/24 Mid-Year Budget Changes and Inflation Impact

As part of the HRA Medium Term Financial Strategy, there is not any formal mid-year review of
service delivery or operational budgets, but there is an opportunity fo review the HRA position
for the current year from a strategic perspective, allowing incorporation of any unavoidable
items, or any maijor in-year changes in expenditure, income or financing arrangements as a

direct result of changes in the capital programme.
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There are changes proposed in other areas of the Housing budgets, in terms of the cost of
delivery of services, recovery of income, and as a result changes incorporated for 2023/24 as

part of the mid-year strategic review, including:

o Recognition of a reduction in rental income of £281,750 due to delays in the handover
of new homes and continued high levels of general voids across the city, with the

condition of homes being far poorer than experienced previously.

° Inclusion of additional resource of £191,880 in employee related expenditure, based

upon the pay review for staff for 2023/24.

o Inclusion of resource of £490,000 in 2023/24 to allow feasibility and option appraisal
work to be carried out in respect of potential development at Ekin Road and rooftop
developments at Lichfield Road and Walpole Road, as approved at Housing Scrutiny

Committee in September 2023.

o An increase of £750,000 in the void repairs budget for 2023/24 recognising the
contfinued poor condition that void properties are being returned in, coupled with the
need to refurbish some homes that have been severely fire damaged, reducing this to
£300,000 per annum from 2024/25 onwards. This will be reviewed again as part of the

MTES process in 2024, once further tenancy audits have been completed.

. A reduction of £227,150 in the contribution to the bad debt provision for 2023/24 and
beyond, recognising the recommendations to reduce the sum set aside annually to

1%, based upon recent use of the fund.

o Recognition of an unavoidable increase of £5,800 in the cost of the Housing

Ombudsman Service from 2023/24 onwards.

o A reduction in the level of capitalised administration costs associated with the right to

buy process (£6,500), recognising the anticipated reduction in sales in 2023/24.
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o A reduction of £2,243,500 in the level of Direct Revenue Financing of capital
expenditure in recognition of the changes to the minimum and target level of reserves
for the HRA.

o A reduction in depreciation of £387,170 based upon the latest stock projections,

depreciable asset values and remaining useful lives.

o An increase of £1,529,230 in the anticipated interest received on cash balances for
2023/24, with balances held higher due to underspending in 2022/23 combined with

a significantly improved interest rate on investments.

. A reduction of £659,040 in the budget for interest payable by the HRA, recognising a

reduced need to borrow as a result of capital re-phasing.

These changes are detailed in Appendix E and are incorporated into the HRA Summary

Forecasts at Appendix G.
Appendix G summarises the base revenue budget position for the HRA for the period between

2023/24 and 2032/33, based upon inclusion of the amended financial assumptions that form

part of the update to the HRA Business Plan.
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Section 9 (MTFS)

Review of Capital Budgets

Existing Stock

Decent Homes

Stock condition data has been reviewed and the 30-year investment plan in respect of the
existing housing portfolio has been updated to take account of the latest stock numbers,

property condition and contract prices for replacement elements of the programme.

This has resulted in an increase in costs of approximately £13 million over the life of the business

plan, with the revised costs having been incorporated into the financial assumptions.

Retrofit Pilot Project

The £5,000,000 originally approved to allow a pilot retrofit project to improve 50 homes has
been increased to £5,196,000 with the addition of inflation. Based upon the latest pre-tender
estimates for the delivery of the programme, costs have the potential to exceed the budgeted
sum, but this will be confirmed once the tender process has been concluded, with resources
to be adjusted as part of the 2024/25 budget or medium-term financial strategy process if

required.

Appendix H provides detail of the revised 10-Year Housing Capital investment Plan, and

incorporates the following items in relation to existing stock:
o Expenditure as approved in the HRA Budget Setting Report in February 2023.

o Re-phasing of expenditure anticipated to take place in 2022/23, into 2023/24 and
beyond, as approved in June / July 2023.
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° Update of the 30-year investment plan required to meet decent homes and allow
other planned investment in the housing stock, based upon the current stock

numbers and contract prices.

o Review of decent homes backlog funding, following update of the 30-year

investment plan.

o Adjust inflation budgets to recognise that the review of the 30-year investment

plan has re-based contract prices at today’s price.

These, and other changes, are summarised in Appendix F and incorporated intfo the revised

Housing Capital Investment Plan at Appendix H.
Acquisition & New Build
Acquisition

The project to acquire homes for rough sleepers has progressed to completion, with 14 homes

acquired and let at a lower cost than originally anticipated.

The acquisition of homes to accommodate Ukrainian and Afghan refugees is progressing well,
with 31 of the 34 homes required under the grant conditions completed at the time of writing
this report. DLUHC have been clear that they want local authorities to deliver as many homes
as possible through this grant funded route, and the authority is currently on track to deliver 3
additional homes as part of this programme, taking the total to 37 homes. To facilitate the
additional homes, a virement of £200,000 is proposed from the underspend of budget in
respect of rough sleeper acquisitions. This will ensure that the number of additional HRA
dwellings to accommodate this group of households is maximised and the grant funding is
used to its best advantage. Adjustments have also been made to the budget to reflect

expenditure incurred in 2022/23 and the budget required for round 2 of the grant regime.

New Build Schemes On Site

Sites where work is in progress are summarised in the tables below, with details of the latest

budgeted costs and number of units that will be delivered on each site once complete:
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Devolution 500 Programme

Approved

Indicative  Gainin

Social Affordable
Scheme . .

Housing Housing

Units Units
Colville 4 4
Road I (63 taken) (63 taken)
Meadows 84 84
and Buchan (22 taken) (22 taken)
Total 88 88

10 Year New Homes Programme

Approved
Indicative Gainin
Social Affordable
Scheme s .
Housing Housing
Units Units
L2 75 75
Fen Road 12 12
Colville Road i 48 32
Ditton Fields o) o)
Borrowdale 3 3
Aragon Close 7 7
Sackville Close 7 7
Aylesborough 70 37
Close
Total 228 179

Latest
Budget
Approved
/ for
Approval

14,467,580

25,929,000

Latest
Budget
Approved
/ for
Approval

17,727,000

4,015,000

12,681,000

1,944,000

1,044,000

2,426,000
2,562,000

19,450,000

RTB
Aol Devolution Rent
Sales .
. Grant Basis
Receipt
Funding
(2,743,480) (6,089,660) 60%
(7,778,700) (2.102,060) 60%
RTB Homes
SR England .
Sales Rent Basis
Receipt Sy
.p Other Grant
Funding
30 Social
0 (4,830,000) Rent / 45
80%
Social
0 (1,077,000) Rent
32 Social
0 (2,144,000) Rent /16
80%
Social
0 (534,000) Rent
Social
0 (258.000) Rent
0 (413,000) 80%
0 (413,000) 80%
41 Social
0 (3,304,329)* Rent /29
80%

*Homes England Grant is assumed, but no grant has yet been secured.
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New Build Schemes in the Pipeline

There are a number of sites which have scheme specific approval, but at the time of writing

this report, were not on site. The tables below detail the latest budget requirements either

approved or for approval as part of the HRA Medium Term Financial Strategy and the assumed

number of new homes which can be delivered, recognising that this may still be subject to

both planning approval and procurement of a contractor or tfransfer to CIP for some of the

sites.

Devolution 500 Programme

Scheme

Kendal Way

Total

Approved

/ Indicative

Affordable
Housing
Units

1
1

Gain in

Affordable

Housing
Units

1
1

Latest
Budget for
Approval

545,000

RTB Receipt

and Sales
Receipt
Funding

(163,500)

Devolution
Grant

0

Rent Basis

60%

The scheme at Tedder Way has been removed from the programme, as estimated costs

have risen so significantly that the scheme is no longer deemed financially viable. The sum

spent to date of £74,901.27 will need to be freated as an abortive cost and will be met from

revenue resources.

10 Year New Homes Programme

Scheme

St Thomas's
Road

Paget Road

Fanshawe
Road

Princess and
Hanover Court

Approved
/ Indicative
Affordable
Housing
Units

8

45

82

Gain in
Affordable
Housing
Units

8

25

Latest
Budget for
Approval

3,468,000

1,689,000

13,000,000

29,763,000

RTB Receipt
and Sales
Receipt
Funding

0

O**

Homes
England
Grant

(560,000)*

(300,000)*

(1,000,000)
(715,000)*

0

Rent Basis

60%

2 Social
Rent /2
80%
34 60% /
11 80%
Social
Rent
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Approved

/ Indicative Gain in Latest RTB Receipt Homes
Affordable Budgetfor and Sales .
Scheme Affordable Housi R England Rent Basis
. ousing Approval Receipt
Housing . X Grant
o Units Funding
Units
16 Social
East Road 40 40 11,466,000 0 (2,576,000)* Rent /24
80%
Eddeva Park 32 32 8,021,000 2,005,250 0 60%
« 48 Social /
East Barnwell 120 110 50,306,000 0 (2.192,000) 72 80%
Total 331 219

*Homes England Grant is assumed, but no grant has yet been secured.
** The anticipated land receipt to the HRA for the element of land transferred to deliver market

housing is currently netted off against the costs until details have been finalised.

Fanshawe Road was the subject of a revised report presented to Housing Scrutiny Committee
in September 2023, where approval was granted for a smaller mixed tenure scheme on this
site in place of the previous larger 100% affordable rented scheme. Budgets have been
amended in this iteration of the Medium Term Financial Strategy, to reflect the revised decision.
This includes a reduced budget of £13,000,000 recognising the delivery of 45 rented homes on
the site instead of the originally anticipated 93, and also reflects the inclusion of a land receipt

of an estimated £350,000 for the land upon which the market homes will be built.

Budget remains ear-marked for the costs of the potential redevelopment of Princess and
Hanover Court, should redevelopment be the recommended option when the scheme
specific report is presented to Housing Scrutiny Committee, as this would be the option carrying

the highest cost. This report will be presented to a future Housing Scrutiny Committee.

The table below summarises changes to either approved budgets, and /or anficipated
numbers of units, for schemes in the current programme, with inflation added to all schemes
not already on site, orin contract, at the start of the year. The scheme at Tedder Way has been
removed from the programme due to an increase in costs that made the scheme unviable to

pursue. Funding has been increased for schemes at Aragon Close and Sackville Close
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because of increased foundation costs and the costs of delay, caused by enhanced
archaeological works and at Paget Road and St Thomas's Road, where costs have increased
as the authority has gone through the tender process for these sites, which are being built to
Passivhaus certification. The budget for Aylesborough Close has been reduced, now that the
scheme is formally in contract and on site and the budget for the scheme at Fanshawe Road

has been amended as reflected above.

Latest
Previous Original Revised
Budget Justification
Scheme Budget Estimated Estimated
Approval
Approval Units Units
Request
Tedder Way 528,000 1 0 0 Scheme aborted
Kendal Way 524,000 1 545,000 1 Inflation added
7 GRS . AT . Inflation added and
Rieigen Sl o T budget increased
. Inflation added and
Sackville 2,121,000 7 2,562,000 7
Close budget increased
Inflation added and
Aylesborough 19,030,000 70 19,450,000 70
Close saving delivered
, Inflation added and
St Thomas's 2,953,000 8 3,468,000 8
Road budget increased
| .05 4 | AEEEES 4 Inflation added and
Feger Roeke Y B budget increased
Fanshawe 28,587.000 93 13,000.000 45 Reduced Scheme
Road
Princess and .
Hanover 28,610,000 82 29,763,000 82 Inflation added
Court
East Road 10,964,000 40 11,466,000 40 Inflation added

The table below confirms the current status for all pipeline schemes:
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Potential

Scheme Site Type Status New Build
Units
Kendal Way In-fill Planning approved 1
St Thomas's Road Existing HRA Garages Pre-planning 8
Paget Road Existing HRA Garages Pre-planning 4
Fanshawe Road Existing HRA Housing Pre-planning 45
Princess and Hanover Existing HRA Housing Options appraisal in 82
Court progress
East Road Demolished HRA Garages Pre-planning 40
Eddeva Park Section 106 Planning approved 32
East Barnwell Mixed Ownership Site Pre-planning 120

Capital Programme

Appendix H provides detail of the revised 10-Year Housing Capital investment Plan, and

incorporates the following items in respect of new build and acquired housing:

Expenditure as approved in the HRA Budget Setting Report in February 2023.
Re-phasing of expenditure anficipated to take place in 2022/23 into 2023/24 and
beyond, as approved in June / July 2023.

Adjustment to the Local Authority Housing Fund budget to recognise expenditure

incurred in 2022/23 and the budget required to deliver round 2 grant

commitments.

Virement of £200,000 for the budget for rough sleeper acquisitions to the budget
for refugee acquisitions, to maximise the number of new homes that can be

provided with the grant funding available.

Increase in the budgets for Aragon and Sackville Close, recognising additional

archaeological works and the build cost increases associated with the delay.

Increase in the budgets for Paget Road and St Thomas's Road recognising the

high build cost inflation for improved sustainability homes, borne out through the
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tender process, coupled with delivery of an M4 (3) bungalow on the St Thomas's

Road site.

o Re-allocation of new build budget of £8,021,000 between the unallocated /
generic new build budget and the scheme specific budget for Eddeva Park,
following approval of the scheme at Housing Scrutiny Committee in September
2023.

o Increase in the budgets for Aylesborough Close, East Road and Princess and

Hanover to recognise standard inflation in costs.

o Revision of the budget for Fanshawe Road to £13,000,000, recognising the revised
scheme approved at Housing Scrutiny Committee in September 2023 to deliver 45

affordable rented homes on a mixed tenure site.

o Inclusion of a scheme budget of £50,306,000 for East Barnwell, in line with the
scheme specific report being presented to Housing Scrutiny Committee as part of

this committee cycle.

o Inclusion of the latest cost assumptions and funding in line with Homes England
grant applications, in respect of the 10 Year New Homes Programme. Future right
to buy receipts have not been allocated to specific schemes at this stage but are
anticipated to be utilised where grant bids are unsuccessful or new homes are on

sites not eligible for grant.

Updated expenditure and funding sources, on a cashflow basis, for all new build schemes are

detailed at Appendix F.
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Section 10 (MTFS)

Risks and Reserves

Risks

The HRA faces a number of risks and uncertainties in respect of its ongoing operation.

Alongside the current financial uncertainty that is being driven by high inflation rates, there are
significant risks surrounding unknown costs for the HRA, particularly in respect of investment in
the existing housing stock that may be needed for fire safety, other health and safety,
compliance and energy efficiency reasons. Whilst the Decent homes 2 standard is still awaited

this uncertainty continues.

The cost of delivering new homes also continues to rise steeply, and there is no guarantee that
Homes England grant will be available at the levels assumed in our financial forecasts, with the

current Homes England Affordable Housing Grant Programme coming to an end in 2024.
Future rental streams are also subject to uncertainty, with no clarity over the level of rent
increases that will apply from April 2025 onwards, once the current Rent standard comes to an

end.

A detailedrisk analysis is presented at Appendix A, with financial and operational uncertainties

provided at Appendix B.
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Housing Revenue Account Reserves

Minimum Level of HRA General Reserves

Reserves are held to help manage risks, including changes in inflation and interest rates,
unanticipated service demands, rent and other income shortfalls, and emergencies, such as
uninsured damage to the housing stock, unanticipated major repairs or events such as a
pandemic, or international conflict. Reserves are also used to fund investment which is

anficipated to deliver savings in the longer-term.

The approach to setting both a minimum and target level of reserves for the HRA has been
revisited as part of this Medium-Term Financial Strategy, taking account of the type of
expenditure or income that the HRA accounts for, and balancing the value and the risk
associated with each of these. This results in a new minimum level of reserves is £5,875,000, with

a target level of reserves at 20% above this, £7,050,000.
The detailed calculation can be found in Appendix I.

Impact on HRA General Reserves in 2023/24
The impact on HRA reserves for 2022/23, and 2023/24 to date is shown in the table below:

Budgeted or Actual Use of / (Contribution to) HRA 2022/23 2023/24
Reserves £'000 £'000

Budgeted Changes in HRA Reserves

Opening General HRA Reserves (19,590) (10,521)
Original Budget (Approved in January) 1,029 6,185
Carry Forwards (Approved in June) 12,562 335
MTFS Mid-Year Review (Approved in September) (117) (3.320)
Budget Setting Report Revised Budget (February) (4,327) -
Estimated Closing General HRA Reserves (10,443) (7.321)

Actual Changes in HRA Reserves
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Opening General HRA Reserves (19,590) (19,590)

Actual Outturn for the Year (Reported in June 2023) 9,069 -
Contribution from Ear-Marked Reserves 0 -
Actual Closing General HRA Reserves (10,521) -

The original budget for 2023/24 approved a net call on general reserves of £6,185,160, and
also incorporated use of £14,704,510 previously set-aside for potential debt repayment or re-
investment, which alongside revenue income, allowed a total revenue contribution to fund

capital expenditure of £29,446,380 for the year.

This iteration of the business plan includes changes in:
e estimated dwelling rental income for 2023/24
e pay costs from 2023/34
e inferest due for the year based upon revised cash balance assumptions
e interest paid based upon the latest borrowing assumptions
e the level of depreciation assumed to be chargeable to the HRA
e the bad debt provision required for the year, based upon the latest estimates
e the level of revenue funding of capital for the year, based upon capital projections
e dallocation of resource identified to respond to an increase in stock numbers

e resource to respond to unavoidable pressures

The final general HRA reserves position reported for 31 March 2023 was £10,521,079. The revised
projection of the use of general reserves in the current year (2023/24) now indicates that there
is expected to be a net call on reserves of £3,199,670, which would leave a balance of
£7,321,409 at 31st March 2024.

Earmarked Funds

In addition to General Reserves, the Housing Revenue Account maintains a small number of
earmarked or specific funds which are held for major expenditure of a non-recurring nature or

where the income is received for a specific purpose. Appendix | details existing balances held.
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Section 11 (MTFS)

HRA Budget Strategy

Base Assumptions

In order to update the Housing Revenue Account Business Plan, the assumptions included in
the base plan have been revisited and confirmed or amended as appropriate in the light of
up-to-date intelligence and information, utilising historical information, externally available

data and expert advice and opinion of specialists where appropriate.

The base financial assumptions included in the financial model are included at Appendix C of
the HRA Medium-Term Financial Strategy, with continuing uncertainties for the HRA

summarised at Appendix B of the Business Plan.

Appendix D demonstrates the potential impact on the HRA business plan of changes in some

of the base assumptions that have been incorporated as part of this review.

HRA Budget Strategy

The Budget Process

The HRA budget for 2024/25 will incorporate any changes proposed and agreed as part of this

iteration of the business plan.

Following an independent review of the budget process and associated governance, and
approval of several of the resulting recommendations at Strategy & Resources in July 2022, a

number of changes have been made:
¢ Consideration has been given to moving to a more typical budget setting process,

aligning processes and decision making for the General Fund and HRA where possible.

This has been achieved for the Medium-Term Financial Strategy, but is more complex
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for the budget setting process due to the need to set and communicate rents within
prescribed timescales

e delegation and virement rules have been reviewed and updated

e Officer input info the opposition budget process has been reduced to a high level
assessment of feasibility, lawfulness and accuracy, with proposals presented without a
full opposition budget being drafted

e fthe budget bid process has been reviewed for 2024/25 to include fewer consolidated
strategic proposals, with a minimum value for bids of £50,000 and with officers required

to manage smaller business changes within existing budgets using virement rules

Other actions are still in progress:

e current political management arrangements are currently being reviewed

e roles of government, members and officers will be clarified as part of the governance
review

e provide a wider context for members of the local government sector

o the timeline and process for reports to formal member meetings will be reviewed as
part of the governance review to reduce time taken

¢ an annual communication strategy to underpin the budget process will be developed

as part of the 2024/25 budget process

Development of the Budget Strategy

The HRA still faces significant financial challenges, with increases in ongoing borrowing costs
expected to outweigh any increases in income that would otherwise support these costs. There
remains a commitment to improve the sustainability of dwellings by 2035, with a target to
achieve EPC ‘C’ in all homes, but this only goes some way towards the aspirational target of

achieving net zero carbon.

For 2023/24 the HRA Medium Term Financial Strategy incorporates changes in anticipated
dwelling rentalincome for the current year as a result of continued high levels of voids, decants
forredevelopment and delays in the delivery of new homes. The update also includes changes

in the confribution to the bad debt provision, anticipated interest earned in year from a
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revenue perspective, anticipated interest paid on borrowing and in depreciation of the

housing stock, alongside some changes in operational budgets.

Changes have been incorporated in the Housing Capital Programme, recognising delays in
the new build delivery programme, whilst also updating the sums ear-marked for the 10 Year

New Homes Programme to take account of updated assumptions.

The borrowing requirement in future years in order to deliver the reduced 10 Year New Homes
Programme has increased, with an estimated £425,000,000 required over the next ten years
and £635,000,000 over the life of the plan. The assumption is retained, that for the delivery of
new council rented homes to be possible, the authority will be successful in securing grant
funding from Homes England. Failure to secure grant will require a significant review of both

the proposed development programme and the HRA business plan.

The HRA needs to be able to clearly demonstrate that it can support any borrowing, with
borrowing undertaken in order to finance a new asset, and not simply to plug a budget gap.
The investment need in the existing housing stock in order to improve sustainability and energy
efficiency has still been included in part, with resource to improve homes to and EPC'C’
standard, but this will still leave a significant further investment requirement to move homes to
a net zero carbon standard. The business plan is unable to support the level of borrowing that

would be required without an additional future revenue stream.

As borrowing is required, borrowing routes need to be explored in detail. If the HRA is to deliver
the new council rented homes committed to, taking account of the latest changes in
assumptions, there is still no ability to set-aside resource to repay any of the self-financing debt
and all borrowing will need to be re-financed at maturity, materially impacting the financial
forecasts for the HRA and driving the need to identify net savings in future iterations of the

business plan.
With the current pressure on the HRA finances, the aspiration to maximise the delivery of new

council rented homes and the requirement to improve the energy efficiency of the existing

housing stock, this report proposes a budget strategy where an efficiency savings target is set
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at a level above the proposed strategic investment fund, to generate net ongoing savings in
the HRA, to reduce the overall need to borrow. This approach will also ensure that the HRA is
best placed to respond to future pressure, in terms of the need to meet updated statutory,

health and safety, compliance and regulatory requirements.

The detail in terms of individual savings proposals, and the impact of reducing budgets by
these values, will be presented as part of the 2024/25 budget bids and savings process, to

ensure that these can be weighed up against any strategic re-investment proposed.

Approach to HRA Savings

In line with the budget strategy outlined, it is recommended that an efficiency target is
retained for 2024/25 as in previous years, but with a lower level of strategic investment fund, in
order to deliver net savings for the HRA to support future investment in sustainable homes and
to create some capacity in future years to be able to respond to the financial challenges

arising from the Social Housing Regulation Act and review of the Decent Homes Standard.

The inclusion of an efficiency savings target equivalent to 4% of controllable general
management and repairs administration expenditure (now £196,000 per annum) is retained

for 2024/25 and the following four years.

It is proposed that 50% is redirected into resource for strategic reinvestment in other areas of
the housing service, with an annual fund of £98,000 to be created. The authority will need to
review and evaluate its approach again in preparation for 2025/26 onwards, once the longer-

term impacts on the economy, and its recovery, are clearer.

The assumption that response and planned revenue repairs expenditure is adjusted in line with

any stock changes is also retained.
As part of the 2024/25 budget setting process, any areas of new revenue investment will

therefore need to be more than offset by the identfification of savings or increased income

generation elsewhere across the HRA.
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The position for the HRA will be reviewed again as part of the January 2025 HRA Budget Setting
Report, with a view to continuing fo maximise investment in new homes, maintaining service
delivery in key statutory areas and protecting services for the most vulnerable, whilst also
ensuring that the existing housing stock is maintained to the latest standards, with the aspiration

to improve levels of energy efficiency being key.
It is likely that a greater net savings position may need to be sought from 2025/26 onwards, but

by this point it is hoped that the economic outlook will be clearer, and the corporate

transformation programme will have presented more detailed recommendations for change.
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Appendix A
Key Risk Analysis

Risk Area & Issue arising

Effects of Legislation / Regulation

Implications of new legislation /
regulation or changes to existing are not
identified

Delays in announcement of detail
surrounding housing policy change
negatively impacts decisions taken at a
local level

Funding is not identified to meet the costs

associated with changes in statutory
requirements

Changes in national housing or rent
policy impact the ability to support the
housing debt or deliver against planned
investment programmes

Housing Spending Plans

The Council approves plans which are
not sustainable into the future, leading to
increasing problems in balancing
budgefts

Controls / Mitigation Action

Effective, formal, regular review processes are in
place for the HRA to ensure that implications are
identified, quantified and highlighted. Officers
review any publications.

Service Improvement Team in place to respond
to requirements of Social Housing Regulation Bill

Decisions taken in the context of a business plan
which recognises the uncertainty. Savings taken
have impacts exemplified to ensure impact is
mitigated.

Additional / specific funding requirements for
new services can be identified through the
budget process, to allow effective prioritisation
of resources. Minimum reserves are held to allow
immediate investment if required.
Representation made to DLUHC and other
national bodies where statutory requirements
carry excessive cost.

The Council has processes in place ensuring early
engagement in any consultation and collective
representation through national housing bodies.
Impact of any proposed changes to national
rent policy is incorporated into financial planning
as early as possible with scenario impact
quantified.

Council has adopted medium and long-term
modelling (up to 30 years) for HRA, ensuring
decisions are made in context of long-term
impact.

The Business Plan includes long-term trend and
scenario analysis on key cost drivers.
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Risk Area & Issue arising

Controls / Mitigation Action

Target levels of reserves are set for the HRA to
enable uneven pressures to be effectively dealt
with, and to provide cover against unforeseen
events / pressures.

Financial planning lacks appropriate levels of prudency

Council has adopted key prudency principles,
reflected in:

Business Planning assumptions are wildly
inaccurate

Financial policies, in general, are not
sufficiently robust

Funding to support the approved Capital
Plan is not available

Business plan assumption that alll
borrowing is re-financed at the end each
borrowing term can’t be supported

Use of resources is not effectively managed

There is ineffective use of the resources
available to the HRA

Failure to deliver Major Housing /
Development Projects, i.e. return on
capital investment, project on time efc.

Value for money in terms of investment in
new build homes is challenged

Use of external expert opinion and detailed
trend data to inform assumptions

Ongoing revenue funding for capital is reviewed
for affordability as part of the 30-year modelling
process

Adoption of strict medium / long-term planning
Policy on applying general capital receipts for
strategic disposals only at point of receipt

Business plan is reviewed annually, housing stock is
maintained to decency standards, with an asset
management strategy in place.

Council employs robust business planning
processes for the HRA

Council has adopted a standard project
management framework

A business decision is required for all strategic
acquisitions, disposals and one-off areas of
significant investment

Performance and contractor management
procedures are robust and contracts are
enforceable

The Council’'s accounts are audited on an
annual basis, with assurance given that the
authority is delivering economy, efficiency and
effectiveness in its use of resources

Council adopts a mix of delivery vehicles
Council employs cost consultants to
demonstrate price comparability with the local
market

Council has completed an independent review
of new build delivery
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Risk Area & Issue arising

External income / funding streams

Undue reliaonce may be placed on
external income streams, leading to
approval of unsustainable expenditure

Rent and service charge arrears
increase, and bad debt rises, as a direct
result of the Welfare Benefit Reforms or
the current cost of living crisis

Rent income is under-achieved due to a
major incident in the housing stock

Changes in the economic environment
cause a significant reduction in the
number of right to buy sales, reducing
the resource available to finance the
capital investment programme

Changes to the right to buy rules result in
an increase in the level of sales, with the
associated commitment to deliver
replacement units or pay over receipts
with interest

Volatility and competition in the property
market impacts the ability to fund
planned capital investment from the sale
of assets

Controls / Mitigation Action

Modelling over the medium and long-term is
conducted for key income sources, including
sensitivity analysis of potential changes
Council seeks to influence national settlements
and legislative changes through response to
formal consultation

Increased resources identified for income
management. Performance closely monitored
to allow further positive action if required.

Income Analytics and LIFT software procured to
aid arrears recovery.

Asset Management Plan in place to identify and
address key issues in the housing stock to
minimise likelihood of widespread incidents

Senisitivities modelled so potential impacts are
understood

Business plan is regularly reviewed allowing
reallocation of resource or consideration of
borrowing if required

Senisitivities modelled so potential impacts are
understood

Retained resources are monitored to ensure
delivery of required units or return of resource at
earliest opportunity

Delivery timeframe extended to 5 years, with
ability to invest up to 40% of receipt into the
replacement dwelling

Policy on applying general capital receipts for
strategic disposals only at point of receipt
Regular review of mix of new build delivered to
ensure that assumptions around shared
ownership and market sale are realistic
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Appendix B

Areas of Uncertainty

Housing Revenue Account - Revenue Uncertainties

HRA Borrowing and Interest Rates

Future uncertainty exists in the borrowing route to fund the delivery of the 10-year new homes
programme and the ability to manage the cashflow and service / re-pay the debt in a self-
financing environment. Interest rates are currently rising, and it is difficult to predict where they
will settle. Rents are controlled at national level, which was never the intention of operating in
a self-financing environment, and which may constrain the HRA business plan.

Right to Buy Sales

The number of sales had begun to reduce as a result of mortgage rate rises, following some
recovery in 2021/22 and 2022/23 following the pandemic. Indications are that interest has
slowed currently, but the uncertainty in the economy, and the current increased cost of living
may continue to impact future sales. It is impossible to predict this accurately.

Right to Buy Retention Agreement

Resource retained in respect of 1-4-1 receipts must be appropriately re-invested to avoid
payment of an interest penalty, currently at the bank base rate plus 4%, so 9.25%. At present,
sufficient investment is incorporated into the HRA financial model to avoid penalty in the
medium-term, so no interest payments are assumed in the business plan.

Inflation

It is difficult to predict the longer-term position in respect of inflation, which is currently still high.
The longer-term impact of the conflict In Ukraine in respect of both fuel and utility prices is also
unclear at this time. The government is committed to continuing to bring down inflation levels,
with some progress made in 2023/24 to date, but it is impossible to predict how much longer
this will take and where rates will reside longer-term.

HRA New Build

Delays in the delivery of the new build programme impact negatively upon rental income. If
any individual development scheme does not proceed, the initial outlay needs to be treated
as revenue expenditure, but without the anticipated payback that the capital investment
would have resulted in. Until schemes are approved, in contract, and have appropriate
planning permission, there are still uncertainties over final costs and dwelling numbers, which
could impact the HRA in terms of anticipated rental streams. Delays on site are sfill being
experienced.

Welfare Reforms

The ongoing impact for the authority of the full local rollout of Universal Credit is still uncertain,
but with expectations that we may see a significant increase in arrears levels.
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Housing Revenue Account - Revenue Uncertainties

Social Housing Regulation Bill

Although the Social Housing Regulation Bill now has Royal Assent, there is sfill significant detail
awaited surrounding the new consumer standards and housing inspection regime. The need
for a review of legislation surrounding the decency and maintenance standards of social
housing stock was also identified, and we await the details of additional works that may be
required.

National Rent Policy

The national rent policy, which is legislative, removes local control over the setting of rent
levels. Although the rent standard states an increase of up to CPI plus 1% for one further year,
there is no indication what will be imposed from April 2025.
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Housing Revenue Account - Capital Uncertainties

Sulphate Attack

Funding of £1.1m is still incorporated into the Housing Capital Programme to tackle sulphate
aftack in 98 potentially affected properties. Following a risk assessment, this allows works to be
carried out, if required, and only when properties become void. There is the potential for similar
sulphate attacks in the structures of other council dwellings constructed at a similar time,
resulting in the need for additional investment. Work is to be commissioned to revisit this issue
and review the current asset management approach.

Disabled Facilities Grants and Private Sector Housing Grants and Loans

DFG's are currently fully funded by the Better Care Fund, but any top up investment by the
authority or funding for Private Sector Housing Grants and Loans, is dependent upon the
generally available proportion of right to buy receipts in any year, with funding dependent
upon a percentage of the first 10 to 17 right to buy sale receipts per annum, as assumed in
the self-financing settlement. This could put at risk the desired level of investment in this areaq,
if funding via the Better Care Fund were to reduce.

Right to Buy Sales and Retained Right to Buy Receipts

Under the agreement with DLUHC, the authority is committed to invest the receipts in new
homes within 5 years of the receipt period, with this funding meeting no more than 40% of the
cost of a dwelling. Once Devolution Grant is exhausted, the authority will be required to
identify the 70% top up funding itself or through borrowing, with this assumption currently
incorporated as an alternative to Homes England grant. Receipts may need to be paid over
to central government at the end of each year, if delays in the delivery of new homes mean
that deadlines are breached.

Fire Safety Act and Works in Flatted Accommodation

The authority is still working through the implications of changes to fire safety and building
safety regulations, which impact the future investment need in flatted accommodation
particularly. The cost of any works required under revised regulations will need to be met from
reserves in the short-term, with a wider review of stock investment budgets to follow.

Decent Homes 2

The authority still awaits details of the outcome of the review of the Decent Homes Standard,
with future investment needs expected to alter as a result.

Energy Improvement Works

The authority commissioned work to explore the potential costs to retrofit existing homes to
improve energy efficiency. The need to evidence that these costs are robust is being
addressed by carrying out pilot programmes locally and the authority is exploring funding
mechanisms to support this investment. The ability to deliver this level of investment without
financial support is limited.

HRA Commercial Property

Stock condition surveys and investment profiles are still required in respect of some of the
HRA's commercial property portfolio, to ensure that sufficient resource is identfified in the
Housing Capital Plan to maintain the properties in a lettable condition.
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Appendix C

Revised Business Planning Assumptions (Highlighting Changes in Bold)

Key Area

General
Inflation (CPI)

Capital and
Planned
Repairs
Inflation

Debt
Repayment

Pay Inflation

Employee
Turnover

Social Rent
Review
Inflation

Affordable
Rent Review
Inflation

Rent
Convergence

Assumption

3% for 2024/25,
returning to 2%
from 2025/26

2.68% for
planned
maintenance
and
4.7% for new
build

No debt
repayment
assumed

1% Pay
Progression &
Pay Inflation at
£1,925 or 3.88%
for 2023/24, 4%,
then 2%

3%

7.7% for
2024/25, then
CPI plus 0.5% for
5 years, then
CPI
7.7% for
2024/25, then
CPI plus 0.5% for
5 years, then
CPI

Voids Only

Comment

General inflation on expenditure
included at 3% for 2024/25, with 2%
ongoing per Bank of England forecasts.

Based upon the mix of BCIS and CPI
forecasts for next 5 years, using averages
over this period. Adopt 4.7% for new build
based upon industry projections.

Assumes surplus is re-invested in income
generating assets, but with borrowing
rates resulting in ability o support interest
payments only.

Assume allowance for increments at 1%
and cost of living pay inflation at £1,925
(or 3.88% from scp 43) for 2023/24, 4% for
2024/25, then 2% on an ongoing basis.

Employee budgets assume a 3%
turnover, unless service area is a single
employee, oris a shared service,
externally recharged service or trading
account.

Assume an increase of CPI plus 1% for
2024/25, then reverting to inflation plus
0.5% for 5 years after this, then CPI.
Assume CPI in preceding September is
6.7%, then 2% ongoing.

Affordable rents to be reviewed annually
in line with rent guidance, ensuring that
re-lets do not breach the Local Housing
Allowance, 60% or 80% of market rent,
depending upon the tenure.

Ability to move to target rent achieved
only through movement of void
properties directly to target rent.

Status

Amended

Amended

Retained

Amended

Retained

Amended

Amended

Retained
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Key Area

External
Lending
Interest Rate

Internal
Lending
Interest Rate

External
Borrowing
Interest Rate

Internal
Borrowing
Interest Rate

HRA Minimum
Balances

HRA Target
Balances

Right to Buy
Sales

Right to Buy
Receipts

Void Rates

Assumption

5% for 2023/24,
4.5% for
2024/25, 3% for
2025/26, then
2.5% ongoing
5% for 2023/24,
4.5% for
2024/25, 3% for
2025/26, then
2.5% ongoing

5.02% for
2023/24, 4.78%
for 2024/25,
4.08% for
2025/26, then
3.8% ongoing
5.02% for
2023/24, 4.78%
for 2024/25,
4.08% for
2025/26, then
3.8% ongoing

£5,875,000

£7,050,000

20in 2023/24,
then 25 sales
ongoing

Settlement right
to buy and
assumed one-
for-one receiptfs
included

2% for 2023/24,
1.35% for

Comment

Interest rates based on latest market
projections, recognising that the HRA will
benefit from low risk investments only

Assume the same rate as anticipated
can be earned on cash balances held,
so as not to detfriment either the HRA or
the General Fund longer-term.

Assumes additional borrowing using
PWLB projected rates generated by Link,
with HRA and certainty rate applied.

Assume the same rate as external
borrowing to ensure flexibility in choice
of borrowing route.

Revise HRA minimum balance to
£4,628,000, following a review of the
approach to holding reserves in the HRA.

Revise HRA target balance to £5,554,000
(minimum plus 20%), following a review
of the approach to holding reserves in
the HRA.

Activity has slowed as a result of
mortgage rate increases, so the assumed
sales for 2023/24 have been reduced,
but the previous assumption of 25 sales is
retained annually from 2024/25 ongoing.

Debt settlement receipts included,
assuming the receipts utilised partly for
general fund housing purposes.
Anficipated one-for one receipts
included, and ear-marked for direct new
build spend. Debt repayment proportion
assumed to be set-aside.

Assume increased void rate of 2% for
2023/24, 1.35% for 2024/25, then ongoing

Status

Amended

Amended

Amended

Amended

Amended

Amended

Amended

Retained

Amended
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Key Area

Bad Debts

Savings Target

Responsive
Repairs
Expenditure

Strategic
Investment
Fund

Assumption
2024/25 then 1%

ongoing

1% from 2023/24

ongoing

£196,000 (4% of

general and
repairs

administrative

expenditure)

Adjusted pro
rata to stock
changes

£98,000

Comment

void rate of 1% from 2025/26, recognising
intended improved void performance.

Bad debt of 1% ongoing reflecting the
requirement to collect 100% of rent
directly through Universal Credit.

Retain an efficiency target, now at
£196,000 from 2024/25 for 5 years. Allows
strategic reinvestment and a response to
pressure from national housing policy
change.

An assumption is made that direct
responsive repair expenditure is adjusted
annually in line with any change in stock
numbers.

Housing Strategic Investment Fund
included from 2024/25 for 5 years at 50%
of the value of the savings target, to
deliver a net reduction in costs

Status

Amended

Retained

Retained

Amended
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Appendix D

Business Plan Key Sensitivity Analysis

Topic

Business Plan Assumption

Key Sensitivity Modelled

Financial Impact

Rents Inflation  Assumed at 7.7% for 2024/25, No guarantee that there will Borrowing increases by £83

Rent Increases

Rent Increases

Rent Increases

General
Inflation

Direct
Payments

then CPI plus 0.5% for 5
years, then CPI

Assumed at 7.7% for 2024/25,
then CPI plus 0.5% for 5
years, then CPI

Assumed at 7.7% for 2024/25,
then CPI plus 0.5% for 5
years, then CPI

Assumed at 7% for 2024/25,
then CPI plus 0.5% for 5
years, then CPI

CPl assumed to be 3% for
2024/25, then 2% ongoing
from 2025/26

Bad Debfts at 1.5%

be the ability to return to
previously assumed rent
increases if rents are set
legislatively after 2024/25, so
assume CPIl only from
2025/26.

Assume a cap on rent
increases at 7%

Assume a local decision to
cap rent increases at 5% for
2024/25

Assume a local decision to
cap rent increases at 3% for
2024/25

Assume that high levels of
inflation do not return to 2%
within 18 months, with CPI at
6% and 4% before returning
to 2% from 2026/27.

Evidence from the pilot
authorities for direct
payment indicated that

million during the life of the
plan and interest payments
by £34 million.

Borrowing increases by £26
million and interest
payments by £12 million.

Borrowing increases by £105
million during the life of the
plan and interest payments
by £46 million.

Borrowing increases by £184
million during the life of the
plan and interest payments
by £80 million.

Borrowing increases by £22
million during the life of the
plan.

Borrowing increases by £139
million during the life of the
plan, with £76 million bad
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Business Plan Impact

1,000 of the 1,700 homes are
unable to be improved to
EPC ‘C’.

340 of the 1,700 homes are
unable to be improved to
EPC ‘C’.

1,250 of the 1,700 homes are
unable to be improved to
EPC ‘C’.

None of the 1,700 homes are
able to be improved to EPC
‘C’ and a savings target of
12% would be required in
place of the current 4% for
2024/25.

280 of the 1,700 homes are
unable to be improved to
EPC ‘C’.

1,450 of the 1,700 homes are
unable to be improved to
EPC ‘'C’.



Topic

(Universal
Credit)

Cost of HRA
New Build
Programme

Cost of
Borrowing

Cost of
Borrowing

Business Plan Assumption

Homes England Grant
assumed for all eligible
affordable tenures

Borrowing is assumed at
5.02% for 2023/24, 4.78% for
2024/25, 4.08% for 2025/26,
then 3.8% ongoing

Borrowing is assumed at
5.02% for 2023/24, 4.78% for
2024/25, 4.08% for 2025/26,
then 3.8% ongoing

Key Sensitivity Modelled

Financial Impact

collection rates may fall from debt and £66 million in

99% to 95%. Assume bad
debts at 5% from 2024/25.

Assume that the authority
fails to secure further Homes
England Grant to support
the delivery of new homes

Assume that the long-term
borrowing rate does not fall
to a low as 3.8%, but instead
stabilises at 4.5%

Assume that the current
reduced HRA rate is the best
we can expect in the long-
term, so assume borrowing
at 5.02% ongoing

additional interest
payments.

Borrowing increases by £90
million during the life of the
plan and interest payments

increase by £62 million.

Borrowing increases by £128
million during the life of the
plan and interest payments
increase by £131 million,

which is not financially

viable.

Borrowing increases by £266
million during the life of the
plan and interest payments
increase by £269 million,

which is not financially

viable.

Business Plan Impact

1,100 of the 1,700 homes are
unable to be improved to
EPC ‘C’.

1,280 of the 1,700 homes are
unable fo be improved to
EPC 'C'.

None of the 1,700 homes are
able to be improved to EPC
‘C' and 66 fewer homes
could be delivered.

Note: Key sensitivities are modelled independently to demonstrate the financial impact. Combined they would have a cumulative

effect.
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Appendix E

2023/24 HRA Mid-Year Revenue Budget Adjustments

Area of Income
/ Expenditure

Description

Budgeted use of / (contribution o) HRA Reserves pre

MTFS

HRA General and Special Management

Increased
staffing in Voids
and Lettings

Increased cost
of Housing
Ombudsman

Increased
abortive fees
for potential
HRA new build
developments

Employment of a Leftings Team
Leader, recognising the increase in
both new homes being handed
over and existing homes
becoming void and requiring re-let

The statutory subscription to the
Housing Ombudsman Service has
increased above inflation again
from 2023/24

Funding is required to carry out
feasibility work for air space
development on a number of
potentials sites

Total HRA General and Special Management

HRA Repairs

Third Party
Management
Servicing and
Repair Costs

Void Repairs

Total HRA Repairs

Budgets need to be increased to
recognise the cost of servicing and
maintenance outsourced to third
party management companies for
new build homes.

Budgets need to be increased
recognising that the poor
condition of void properties
confinues to be a problem.

HRA Summary Account

Budget
Amendment
in 2023/24
Budget

(£)
6,519,830

5,800

490,000

495,800

750,000

750,000

Budget
Amendment
in 2024/25 Comment
Budget

(£)

Funding
already
0 incorporated
into the HRA
business plan

Built intfo base

2800 for future years

0 One off

Funding
already
0 incorporated
info the HRA
business plan

Built info base

300,000
for future years
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Area of Income
/ Expenditure

Bad Debt
Provision

Rent Income

Dwelling
Depreciation

RTB
capitalisation

Intferest earned
on HRA
Balances

Interest paid on
Borrowing

Direct Revenue
Financing (DRF)
of capital

Pay Inflation

Description

Reduction in bad debt provision
based on latest assumptions

Reduction in rental income for
2023/24 due to delays in new build
handover and increased voids

Reduction in the estimated level of
depreciation based upon the
latest stock projections

The sum that can be capitalised in
respect of administrative costs will
be lower due to a reduction in
sales

The HRA will receive a higher
interest receipt as a result of higher
cash balances and a significantly
higher intertest rate in 2023/24

Reduction in interest paid, with
assumed borrowing in 2023/24
now at a higher interest rate, but
with a lower level of borrowing
need

A reduction in DRF recognising a
review of target and minimum HRA
balances

An increase in pay costs based
upon the pay award for 2023/24

Total HRA Summary
Revised use of / (contribution to) HRA Reserves post

MTFS

Budget
Amendment
in 2023/24
Budget
(£)

(227,150)

281,750

(387,170)

6,500

(1,529,230)

(659,040)

(2,243,500)

191,880

(4,565,960)
3,199,670

Budget
Amendment
in 2024/25
Budget

(£)

Incorporated
into base
assumptions

Incorporated
into base
assumptions

Incorporated
into base
assumptions

Incorporated
into base
assumptions

Incorporated
info base
assumptions

Incorporated
into base
assumptions

Incorporated
into base
assumptions

Comment

Built info base
for future years

Built info base
for future years

Built into base
for future years

Built into base
for future years

Built into base
for future years

Built into base
for future years

One-Off

Built into base
for future years
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Appendix F

2023/24 Mid-Year HRA Capital Budget Amendments

Area of Expenditure
And Change

Total Housing Capital Plan Expenditure pre HRA
MTFS

General Fund Housing

Increase in budget in line with DFG Grant via the
Befter Care Fund

Decent Homes and Other HRA Stock Investment

2023/24
£'000

137,272

58

2024/25
£'000

94,762

2025/26
£'000

104,135

2026/27
£'000

78,402

2027/28

£'000

59,698

Re-profile decent homes and other stock investment budgets based upon latest stock numbers, contract

prices and stock condition data
Kitchens

Bathrooms

Central Heating / Boilers

Insulation / Energy Efficiency / Wall Finishes
Energy Efficiency Pilot / Retrofit / EPC 'C'
External Doors

PVCU Windows

Wall Structure

Roof Covering (including chimneys)
Electrical / Wiring

Heating and Boilers

Other Health and Safety Works

Decent Homes Backlog

Decent Homes Planned Maintenance Contractor
Overheads

Decent Homes New Build Allocation
Lifts and Door Entry Systems

Other Spend on HRA Stock Planned Maintenance
Contractor Overheads

New Build

Remove budget for Tedder Way

Re-phase budget for Campkin Road

Re-phase budget for Meadows and Buchan
Re-phase budget for Colville Road I

Increase and re-phase budget for Aragon Close

0
0
0
0

868

O O O O O O

(1,042)
0

0

(482)
227
(3,803)
(2,993)
(957)

(130)
0
(613)
(92)
1,392
138
(267)
204
(508)
(28)
0

0
(800)

(141)
(572)
(1)
(é)

(227)
3,803
2,993
1,185

(175)
52
(171)
(118)
0
(20)
(39)
44
(307)
(15)
0
52
(800)

(76)

(967)
(3)

()

O O O O O

(21)
(58)
(115)
(153)
0
(13)
(15)
22
(397)
(11)

78

(183)
(123)
(185)
(125)
0

(4)
(13)
(24)
(226)
0

0

52
(887)

(91)

(750)
0

o O O O O



Area of Expenditure

And Change

Increase and re-phase budget for Sackville Close
Reduce and re-phase budget for Aylesborough
Close

Increase and re-phase budget for St Thomas's
Road

Increase and re-phase budget for Paget Road
Reduce and re-phase budget for Fanshawe Road
Re-phase budget for East Road

Allocate scheme specific budget for Eddeva Park

Include and adjust budget to recognise the
delivery of round 2 homes for refugees, parfially
funded by DLUHC grant, with virement from rough
sleeping budget to maximise delivery
Re-allocation of 10 Year New Homes budget in
line with changes to scheme specific approvals
and update of sums for latest programme
assumptions

Vire budget from Rough Sleeper acquisitions to
Local Authority Housing Fund acquisitions to
maximise assets acquired and make best use of
grant funding

Sheltered Housing
No changes

Other HRA Spend
No changes
Inflation Allowance

Adjust inflation allowed to reflect new base and
revised inflation assumptions

Total Housing Capital Plan Expenditure post HRA
MTFS

2023/24
£'000

(909)
(8,005)

(2,001)

(1,347)
(6,822)
(1,631)
2,553
621

1,505

(13,788)

(200)

(1,567)

97,557

2024/25

£'000
1,253

3,923

1,520

685
(2,955)
(7,158)
2,625
4,885

(14,669)

(378)

90,823

2025/26
£'000

0
3,666

1,661

866
(4,681)
7,468
2,625
13,109

(19,278)

149

107,172

2026/27
£'000

0
0

0

0
(2,337)
1,321
218
18,084

(105)

1,782

95,005

2027/28
£'000

0

0

0

0

0

0

0
12,260
0
23,600
0

0

0

6,164
99,159
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Appendix G

HRA 10 Year Summary Forecast 2023/24 to 2032/33

2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33

D ipti
escription £000 £000 £000 £000 £000 £000 £000 £000 £000 £000

Income

Rental Income (Dwellings) (44,449) (49.316) (51,653) (54,524) (57.920) (60,872) (64,329) (67,095) (69.693) (71,609)
Rental Income (Other) (1,321)  (1,277) (1.303) (1,329) (1,484) (1,514) (1,544) (1,576) (1,607) (1,639)
Service Charges (4,200)  (4,526) (4.613) (4,701) (4,791) (4,883) (4.980) (5,080) (5,182) (5.285)
Contribution towards Expenditure (559) (577) (589) (601) (613) (625) (637) (650) (663) (676)
Other Income (528) (550) (561) (572) (584) (595) (607) (619) (632) (644)
Total Income (51,057) (56,246) (58,719) (61,727) (65,392) (68,489) (72,097) (75.,020) (77,777) (79.,853)
Expenditure

Supervision & Management - General 6,267 5927 6,085 6,071 6,299 6,484 6,725 6950 7,181 7.385
Supervision & Management - Special 4,715 5,128 5244 5364 5486 5611 5,738 5,869 6,003 6,141
Repairs & Maintenance 11,923 11,303 11,811 12,438 13,017 13,681 14,262 14,856 15323 15,832
Depreciation — to Major Repairs Res. 11,579 12,056 12,709 13,242 13,963 14,488 15086 15588 16,096 16,459
Debt Management Expenditure 0 0 0 0 0 0 0 0 0 0
Other Expenditure 1,245 1,126 1,166 1,214 1,267 1,317 1,370 1,417 1,463 1,502
Total Expenditure 35,729 35,540 37,015 38,329 40,032 41,581 43,181 44,680 46,066 47,319
Net Cost of HRA Services (15,328) (20,706) (21,704) (23,398) (25,360) (26,908) (28,916) (30,340) (31,711) (32,534)

HRA Share of operating income and expenditure included in Whole Authority 1&E Account

Interest Receivable (2,200)  (1,409)  (939)  (754) (730)  (720)  (713) (713)  (719)  (723)
(Surplus) / Deficit on the HRA for the Year (17,528) (22,115) (22,643) (24,152) (26,090) (27,628) (29,629) (31,053) (32,430) (33,257)

lfems not in the HRA Income and Expenditure Account but included in the movement on HRA balance
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Loan Interest

Housing Set Aside

Appropriation from Ear-Marked Reserve
Direct Revenue Financing of Capital

(Surplus) / Deficit for Year
Balance b/f

Total Balance c/f

8,230
(14,705)
0
27,203

3,200
(10,521)
(7.321)

10,207
0
0
10,679

(1,229)
(7,321)
(8.550)

13,062
0

0
9,226

(355)
(8,552)
(8,907)

15,758
0

0
9.090

696
(8,906)
(8.210)

18,151
0

0
7,677

(262)
(8,209)
(8.471)

20,899
0

0
6,459

(270)
(8,470)
(8,740)

81

23,028
0

0
6,987

386
(8,742)
(8,356)

23,853
0

0
7,345

145
(8,355)
(8.210)

24,096
0

0
8,234

(100)
(8,210)
(8.310)

24,339
0

0
8,683

(235)
(8,309)
(8.544)



Appendix H

Housing Capital Investment Plan (10 Year Detailed Investment Plan)

2023/24  2024/25  2025/26 2026/27 2027/28  2028/29  2029/30 2030/31

Description

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
General Fund Housing Capital Spend
Disabled Facilities Grants 808 750 750 750 750 750 750 750
Eg\c;iie Sector Housing Grants and 195 195 195 195 195 195 195 195
;:':r"fe"e’“' el e g (et lie] 1,003 945 945 945 945 945 945 945
HRA Capital Spend
Decent Homes
Kitchens 1,250 580 1,230 595 1,170 2,382 2,382 2,382
Bathrooms 844 583 662 181 115 841 841 841
Central Heating / Boilers 2,854 2,117 1,651 2,318 1,331 2,538 2,538 2,538
'FTSE'SGT'SO” JEneigl Eieieney /el 645 471 253 832 58 732 732 732
Energy Efficiency Pilot / Retrofit 10,678 5,181 3.789 3,789 3.789 3.789 3,789 3.789
External Doors 472 236 63 38 15 159 159 159
PVCU Windows 1,235 760 945 373 316 966 966 966
Wall Structure 3,396 206 321 118 527 1,491 1,491 1,491
External Painting 372 372 372 372 545 722 372 372
Roof Structure 312 312 312 312 312 312 312 312
Roof Covering (including chimneys) 1,704 1,566 1,340 654 940 962 962 962
Electrical / Wiring 848 380 171 258 4 841 841 841
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2031/32 2032/33

£'000

750

195

945

2,382
841
2,538

732

3,789
1569
966

1,491
372
312
962
841

£'000

750

195

945

2,382
841
2,538

732

3,789
159
966

1,491
372
312
962
841



Description

Sulphate Attacks
HHSRS Contingency

Other Health and Safety Works

Capitalised Officer Fees - Decent
Homes

Decent Homes Backlog

Decent Homes Planned
Maintenance Contractor Overheads

Decent Homes New Build Allocation
Total Decent Homes

Other Spend on HRA Stock

Garage Improvements

Asbestos Removal

Disabled Adaptations

Communal Areas Uplift

Communal Electrical Installations /
Fire Systems / Communal Lighting

Communal Enfrance / Enclosure
Doors + Glazing

Fire Prevention / Fire Safety Works

Hard surfacing on HRA Land - Health
and Safety Works

Communal Areas Floor Coverings
Lifts and Door Entry Systems

Estate Investment Scheme

Capitalised Officer Fees - Other HRA
Stock Spend

2023/24
£'000
106
520
52

526
625
1,861

0
28,300

104

52
808
100

749

542
1,744
235

104
49
1,858

119

2024/25
£'000
106
312
52

526
5,109
886

1,086
20,841

104

52
808
100

156

126
52
225

104
28
199

119

2025/26
£'000
106
163
52

526
5,109
841

1,468
19,374

104

52
808
100

156

151
729
225

104
75

119

2026/27
£'000

106

104

52

526
5,109
694

2,049
18,480

104

52
808
100

156

252

52
225
149

119

2027/28
£'000
106
104
52

526
4,434
616

2,511
17,471

104

52
808
100

156

126

52
225
149

119

2028/29
£'000
106
104
52

526
4,434
1,343

3.078
25,378

104

52
808
100

156

126
52
225

104
39

119

83

2029/30
£'000
106
104
52

526
4,434
1,304

3.378
25,289

104

52
808
100

1566

126
52
225

104
39

119

2030/31
£'000

106

104

52

526
4,434
1,304

3.812
25,723

104

52
808
100

156

157
52
225

104
39

119

2031/32
£'000

106

104

52

375
0
1,304

4,022
21,348

104

52
808
100

156

126
52
225

104
39

119

2032/33
£'000

106

104

52

375
0
1,304

4,281
21,607

104

52
808
100

156

126
52
225

104
39

119



Description

Other Spend on HRA Stock Planned
Maintenance Contractor Overheads

Total Other Spend on HRA stock
HRA New Build / Re-Development
Kendal Way

Mill Road (Phase | and i)
Cromwell Road

Colville Road Phase i
Meadows and Buchan Street
Clerk Maxwell Road
Campkin Road

Histon Road

L2

Colville Road Phase Il

Fen Road

Ditton Fields

Aragon Close

Sackville Close

Borrowdale

Aylesborough Close

St Thomas's Road

Paget Road

Fanshawe Road

Princess and Hanover

East Road (Incl. demolition)

2023/24
£'000
482

6,946

476
232
590
351
8.513
604
1,672
1,661
7,346
6,759
1,625
1,140
1,165
1,242
549
4,149
188
79
1,300
4,467
120

2024/25
£'000
215

2,288

634
8.031

2025/26
£'000
201
2,824

O O O O O O O O o o o o o o o

3,666
1,661
866
3,532
10,301
8,331

2026/27
£'000
209

2,226

O O O O O O O O O O O O o o o o o o o

6,520
1,321

2027/28

£'000

195

2,086

O 00 O O O O O O O O O O O O o o o o o o o

2028/29

£'000

194

2,079

84

O O O O O O O O O O O O O O o o o o o o o

2029/30
£'000
194

2,079

O O O O O O O O O O O O O o o o o o o o o

2030/31
£'000
198

2,114

O O O O O O O O O O O O o o o o o o o o o

2031/32 2032/33

£'000
194

2,079

O O O O O O O O O O O O o o o o o o o o o

£'000
194

2,079

O O O O O O O O O O O O o o o o o o o o o



Description

Eddeva Park
East Barnwell
Hills Avenue POD Homes

Acquisition (Incl. for New Build)

Local Authority Housing Fund
Acquisitions and Replacement of
Redirection of Existing Pipeline

10 Year New Homes Programme
(Unallocated)

Rough Sleeper Acquisitions

Total HRA New Build / Re-
Development / Acquisition

Sheltered Housing Capital Investment

No current schemes

Total Sheltered Housing Capital
Investment

Other HRA Capital Spend

Orchard Replacement / Mobile
Working

Corporate IT Investment
Shared Ownership Repurchase

Commercial and Administrative
Property

Estate Service Van
Total Other HRA Capital Spend

Total HRA Capital Spend

2023/24
£'000
2,553
621
20
2,800

9.448

466
517

60,653

87

130
300

88

50
655

96,554

2024/25
£'000
2,625
4,885
0
0

17,590
0

62,890

23
300

31

354

86,373

2025/26
£'000
2,625
13,109
0
0

31,374
0

75,465

23
300

31

0
354

98,017

2026/27
£'000

218

18,084

0

0

36,325
0

62,468

23
300

31

0
354

83,528

2027/28
£'000
0
12,260
0
0

51,422
0

63,800

23
300

31

0
354

83,711

2028/29
£'000
0
1,347
0
0

61,678
0

63,025

23
300

31

354

90,836

85

2029/30
£'000

o O O O

23,620
0

23,620

23
300

31

0
354

51,342

2030/31
£'000

o O o o

o

2,979
0

2,979

23
300

31

0
354

31,170

2031/32
£'000

o O O O

3,424

0
0

3.424

23
300

31

0
354

27,205

2032/33
£'000

o O O o

7.500
0

7,500

23
300

31

0
354

31,540



5 - 2023/24  2024/25 2025/26 2026/27 2027/28  2028/29  2029/30 2030/31 2031/32 2032/33
escription

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

ueiel] e Cerpie Spee e Less 97.557 87318 98,962 84473 84656 91781 52287 32115 28150 32,485

Year Prices

Inflation Allowance and Stock

Reduction Adjustment for Future 0 3.505 8.210 10,532 14,503 19,020 10,884 5,233 5,261 8,169
Years

Total Inflated Housing Capital Spend 97,557 90,823 107,172 95,005 99,159 110,801 63,171 37,348 33,411 40,654
Housing Capital Resources

Right to Buy Receipts (1,622) (493) (498) (503) (508) (513) (518) (523) (529) (534)
Other Capital Receipts (Land & 0 (350) 0 0 0 0 0 0 0 0
Dwellings, incl. Market, Rent to Buy

and SO)

Major Repairs Reserve (19.264) (12,056) (12,708) (13,241) (13,963) (14,489) (15,087) (15,587) (16,096) (16,458)
Direct Revenue Financing of Capital (27,203)  (10.679) (9.226)  (92.091) (7,677) (6,459) (6,987)  (7.345)  (8,234)  (8,683)
Devolution / Homes England (15,583) (5,613) (3.729) (8,139) (3.916) (6,525) (2,454) (336) 0 0
(assumed) / DLUHC / BEIS Grants

Disabled Facilities Grant (808) (750) (750) (750) (750) (750) (750) (750) (750) (750)
Other Capital Resources (Grants / (1,690) (1,692) (300) (300) (300) (300) (300) (300) (300) (300)
Shared Ownership Re-Sale / R&R

Funding)

Retained Right to Buy Receipts (4,197) (3,199) (4052)  (3,518) (3,533) (3,603) (3.676)  (3.749)  (3.824)  (4.53¢)
Prudential Borrowing (26,771) (55,143) (75,061) (58.615) (67,664) (77,314) (33,399) (8,758) (3.678) (9,393)
Total Housing Capital Resources (97,138) (89.975) (106,324) (94,157) (98,311) (109,953) (63,171) (37,348) (33,411) (40,654)
Net (Surplus) / Deficit of Resources 419 848 848 848 848 848 0 0 0 0
Capital Balances b/f (5.256) (4,837) (3,989) (3.142) (2,294) (1,444) (599) (599) (599) (599)
Use of / (Confribution to) Balances in 419 848 848 848 848 848 0 0 0 0
Year
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2023/24  2024/25  2025/26 2026/27 2027/28  2028/29
Description

£'000 £'000 £'000 £'000 £'000 £'000

Capital Balances c/f (4.837) (3.989) (3.142)  (2,294) (1,448) (599)

Other Capital Balances (Opening Balance 1/4/2023)

Utilised in future years to fund investment in

Maijor Repairs Reserve (7.684) the housing stock

Retained 1-4-1 Right to Buy Receipts (5,608) Utilised in 2023/24 and 2024/25 above
Right to Buy Receipts for Debt

Redemption (12,093) Retained for future debtf repayment
Devolution Grant (4,431) Utilised in 2023/24 above

Total Other Capital Balances (29.816)
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2029/30
£'000

(599)

2030/31
£'000

(599)

2031/32 2032/33

£'000

(599)

£'000

(599)



Appendix |

Minimum Level of HRA General Reserves

Estimate of Prudent Level of HRA Reserves from 2023/24

Description Level of risk Amount at risk Risk
£ £

Employee costs Low 5,921,700 11,843
Premises costs High 10,391,930 623,516
Transport costs Low 44,910 180
Supplies and services Medium 2,809,300 8,428
Grants and tfransfers Low 33,180 33
Grant income Low 0 0
Otherincome High 50,893,510 763,403
Support Services Low 4,671,720 9,343
Total one year operational risk 1,416,746
Allowing three years cover on operational risk 4,250,000
General and specific risks Amount (£) Probability (%)

Unforeseen events 1,000,000 30% 300,000
Insurance loss 250,000 50% 125,000
Legal action - counsel's fees 100,000 50% 50,000
Data Protection breach 500,000 30% 150,000
Capital project overruns 10,000,000 10% 1,000,000
General risks 1,625,000

Prudent Minimum Balance (PMB) 5,875,000
Target (PMB + 20%) | 7,050,000
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Appendix J

HRA Earmarked & Specific Revenue Funds (£'000)

Repairs & Renewals

Opening Balance Contributions

General Management (741.2) (77.7)
Special Services (1,233.5) (151.6)
Repairs and Maintenance (612.1) (54.0)
Total (2,586.8) (283.3)

Tenants Survey

Opening Balance Contributions

Tenants Survey (15.8) (7.1)

Tenant Satisfaction New Burdens

Opening Balance Contributions

Tenant Satisfaction (21.2) (0.0)

Debt Set-Aside (Revenue)

Opening Balance Contributions

Debt Set-Aside (14,704.5) 0.0

HRA Earmarked & Specific Capital Funds (£'000)
Debt Set-Aside (Capital)

Contributions

0.0)

Opening Balance

Debt Set-Aside (12,093.1)

Major Repairs Reserve

Opening Balance Contributions

MRR (7,684.2) 0.0

2IECIITE 1D Current Balance

September
0.0 (818.9)
38.6 (1,346.5)
0.0 (666.1)
38.6 (2,831.5)

Expenditure to
September

0.0

Current Balance

(22.9)

Expenditure to
September

0.0

Current Balance

(21.2)

Expenditure to
September

0.0

Current Balance

(14,704.5)

Expenditure to
September

0.0

Current Balance

(12,093.1)

Expenditure to

September Current Balance

0.0 (7,684.2)
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