REPORT TO EXECUTIVE

[image: image1.jpg]www.carlisle.gov.uk






PORTFOLIO AREA: POLICY, PERFORMANCE MANAGEMENT, FINANCE AND RESOURCES

Date of Meeting:
24 November 2003

Public


Key Decision:
Yes
Recorded in Forward Plan:
Yes

Inside Policy Framework

Title:
HOUSING REVENUE ACCOUNT 2003/04

Report of:
Head of Finance

Report reference:
FS46/03

Summary:

To consider the Housing Revenue Account revised estimate for 2003/04.

To recommend to Council the appropriation of the remaining areas of HRA land and property into the General Fund with effect from 14 January 2004.

Recommendations:  

It is recommended that:

(i)
The report be received for consideration during the budget cycle in respect of the HRA estimates in 2003/04;

(ii)
It be noted that the Housing Revenue Account balance is forecast to be £2,288,000 at  31 March 2004 and the notional balance to be £2,135,000 as at 31 March 2005 as set out in Appendix A, it being further noted that £1.6m of such balances will be required to meet additional Housing Benefit costs arising as a result of LSVT;

(iii)  
The Executive recommend to Council that all remaining areas of HRA land and property be appropriated into the General Fund with effect from 14 January 2004 subject to a detailed schedule of these assets being presented to Council on 13 January 2004.
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David Steele
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 7288
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24 November 2003
HOUSING REVENUE ACCOUNT 2003/04

1. INTRODUCTION

1.1
The transfer of the City Council’s housing stock to Carlisle Housing Association took place almost twelve months ago (9 December 2002).  However it is a requirement of the Government that any authority that undertakes such a transfer shall keep its Housing Revenue Account (HRA) open for at least one full financial year in order that any HRA subsidy or other issues can be finalised.  A further requirement for closing the HRA is that any remaining HRA assets are appropriated across to the Council’s General Fund.  This report deals with the HRA in 2003/04 and the issue of asset appropriation.  

2. HRA ESTIMATE 2003/04

2.1
The report on HRA out-turn in 2002/03 was presented to the Executive on 7 July 2003.  It was reported then that the HRA balance at 31 March 2003 was £2,744,931.  This figure has subsequently been revised to £2,758,645 as at that date, subject to audit.

2.2
Although the housing stock has now been sold, there have still been a number of transactions passing through the HRA in 2003/04 relating to both costs and income pertaining to the period pre LSVT.  In addition, calls have already been made on the HRA balance as at 31 March 2003 to fund the ongoing costs of the Raffles Area Strategy as follows:












       £

Balance (revised) as at 31 March 2003




2,758,645

April 2003 Revenue Contribution re Raffles Area Strategy

*(407,100)

July 2003 Revenue Contribution carried forward from 2002/03           (286,000).

Estimated (July 2003) balance of HRA to transfer to General Fund
2,065,545
*Includes £158,000 to be incurred in 2004/05.

2.3 Members will recall that as part of the LSVT process, Council agreed that a minimum target balance of £1.6m was required to meet the additional costs of Housing Benefit (Rent Allowances) in the three year period prior to these costs being integrated into the City Council’s RSG allocation.   

2.4 Set out in Appendix A to the report is a summary of the currently estimated HRA in 2003/04.  The table also allows for the revenue contribution in 2004/05 that has already been agreed.  It is accordingly forecast that the sum of £2,135,000 will finally accrue to the General Fund in respect of the former HRA balance.  It is intended that this transfer will take place as from 1 April 2004 though this will depend upon any remaining issues in respect of both HRA subsidy and transactions involving CHA being resolved by that date.

3. CLOSURE OF THE HRA

3.1 In order to close the HRA, it will also be necessary for the City Council to transfer (appropriate) any outstanding land and property that is still held within the HRA into the General Fund.  Appropriation is the technical term used to describe the transfer of land and property within the City Council’s financial records. 

3.2 A schedule of HRA land and property still in the ownership of the City Council forms part of the City Council’s current balance sheet and asset register.  However this schedule needs to be updated to ‘certified market value’ as at the time of appropriation.  The Head of Property Services will be providing an updated schedule for the next Council meeting due to be held on 13 January 2004.  The terms of the appropriation will also embrace any small parcels of land that may also be identified but whose market value is deemed to be Nil or minimal.  

3.3 Particular advice has been sought in respect of any financial implications of the appropriation.  The appropriation process will require the transfer of the certified market value of any remaining HRA land and property from the HRA credit ceiling to that of the General Fund.  However as the HRA credit ceiling is already negative (following LSVT), there will be no effect on the HRA’s financial position.  Nor will there be any effect on the City Council’s overall minimum revenue provision (MRP).  The City Council’s overall credit ceiling will be unchanged following the transfer which means that the transfer will not impact on its overall MRP liability.  In short the appropriation should have no revenue implications for the City Council.

1. CONSULTATION

4.1
Consultation to Date.  Nil

4.2
Consultation proposed.  Nil

5.
RECOMMENDATIONS

5.1
It is recommended that:

(i)
The report be received for consideration during the budget cycle in respect of the HRA estimates in 2003/04;

(ii)
It be noted that the Housing Revenue Account balance is forecast to be £2,288,000 at  31 March 2004 and the notional balance to be £2,135,000 as at 31 March 2005 as set out in Appendix A, it being further noted that £1.6m of such balances will be required to meet additional Housing Benefit costs arising as a result of LSVT;

(iii)  
The Executive recommend to Council that all remaining areas of HRA land and property be appropriated into the General Fund with effect from 14 January 2004 subject to a detailed schedule of these assets being presented to Council on 13 January 2004.

2. REASONS FOR RECOMMENDATIONS

As set out in the report.

3. IMPLICATIONS

· Staffing/Resources – Nil

· Financial – Included in the report

· Legal – The Head of Legal and Democratic Services has been involved in the   preparation of this report.

· Corporate – Nil

· Risk Management – Appropriate advice has been taken on the financial implications of the report, particularly with regard to the issue of appropriations.

· Equality Issues – Nil

· Environmental – Nil

· Crime and Disorder – Nil

ANGELA BROWN

Head of Finance

Contact Officer: 
David Steele






Ext: 
7288

Financial Services

Carlisle City Council

14th November 2003
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APPENDIX A

HOUSING REVENUE ACCOUNT

2003/04











£000’s

EXPENDITURE











Repairs










    25

Supplies and Services







 
      5

Revenue Contribution to Capital (2003/04)




             540   .

Total Expenditure









  570Dr

INCOME

Fees and Charges









    29

Interest on Balances







               70    .

Total Income










    99Cr

Net Expenditure in 2003/04







  471Dr

HRA Balance at 1 April 2003






          2,759Cr

HRA Balance at 31 March 2004 (Transfer to General Fund)


        £2,288Cr

Revenue Contribution to Capital (2004/05)





  153Dr

Notional HRA Balance at 31 March 2005




        £2,135Cr
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