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Summary:

To consider the Housing Revenue Account revised estimate for 2003/04.  The report provides an update to FS46/03(amended) which was considered by the Executive on 18 December.

Recommendations:  

The Executive is asked to recommend to Council on 12 February 2004:

(i)
The revised HRA estimates for 2003/04;

(ii) That the Housing Revenue Account balance is forecast to be £2,293,000 at 31 March 2004 as set out in Appendix A, it being proposed that £905,000 of such balances be earmarked against the potential for additional Housing Benefit costs arising as a result of LSVT with the balance of £1,388,000 being transferred to the Projects Fund at that date once the HRA has been closed;

(iii) That a full report on the final HRA out turn will be presented to the Executive once all the outstanding issues have been finalised prior to formal closure of the HRA.

Contact Officer:
David Steele
Ext:
 7288



Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: Sundry working papers and outline RSG settlement 2004/05.
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HOUSING REVENUE ACCOUNT 2003/04

1. INTRODUCTION

1.1
The transfer of the City Council’s housing stock to Carlisle Housing Association took place just over 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.  The appropriation of these assets was approved by Council on 13 January 2004 and this report deals with the HRA in 2003/04.  

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.

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.  This issue was discussed in more detail in the RSG report presented to the Executive on 18 December 2003 in view of the changes to Benefit Subsidy arrangements to be implemented from 1 April 2004.  Notwithstanding these changes, some £695,000 will already have been committed on additional benefit costs in the period December 2002 - March 2004 and at this stage I would recommend that the remaining £905,000 remain earmarked for meeting residual benefit costs falling on the General Fund in the 2004/05 and 2005/06 financial years as originally forecast.

2.4 Set out in Appendix A to the report is a summary of the currently estimated HRA in 2003/04.  It is accordingly forecast that the sum of £2,293,000 will finally accrue to the General Fund in respect of the former HRA balance.  Of this amount, the sum of £905,000 is recommended to be retained as an HRA/Benefits Reserve as set out in paragraph 2.3.  The remaining £1,388,000 can be transferred to the Projects Reserve as considered by the Executive in report FS33/03 (Review of Reserves and Balances) on 18 December 2003 and Corporate Resources Overview and Scrutiny Committee on 12 January 2004.  It is intended that those transfers 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, when it is intended that the HRA will be closed, albeit this may be a retrospective event.

2.5 However members must be made aware of the fact that closure of the HRA depends upon all remaining issues  being settled between the City Council and both Carlisle Housing Association and the Audit Commission.  The closure itself must be approved by the ODPM.  There are still some outstanding matters with CHA to be determined in connection with the apportionment of costs at the time of transfer.  Meanwhile the LSVT process itself is currently subject to audit and as a result the 2002/03 subsidy claim cannot be finalised.  Settlement of this claim is a prerequisite of being able to close the City Council’s HRA.  While therefore the current estimate of the HRA’s closing balance of £2,293,000 as set out in Appendix A is felt to be reasonably robust, there is a risk that the final balance could be lower dependent upon the outcome of the matters raised above.  A full report on final HRA out turn will be presented to the Executive once all the issues have been finalised.

3. CONSULTATION

3.1
The financial projections are the same as ones issued by the Executive on 18 December 2003 for consultation as part of their draft budget proposals.

4.
RECOMMENDATIONS

 
The Executive is asked to recommend to Council on 12 February 2004:

(i) The revised HRA estimates for 2003/04;

(ii) That the Housing Revenue Account balance is forecast to be £2,293,000 at 31 March 2004 as set out in Appendix A, it being proposed that £905,000 of such balances be earmarked against the potential for additional Housing Benefit costs arising as a result of LSVT with the balance of £1,388,000 being transferred to the Projects Fund at that date once the HRA has been closed;

(iii) That a full report on the final HRA out turn will be presented to the Executive once all the outstanding issues have been finalised prior to formal closure of the HRA.

5.      REASONS FOR RECOMMENDATIONS

As set out in the report.

6.      IMPLICATIONS

· Staffing/Resources – Nil

· Financial – Included in the report

· Legal – Nil

· Corporate – Nil

· Risk Management – Appropriate advice has been taken on the financial implications of the report and discussions are continuing with both CHA and the Audit Commission.  There is a risk nevertheless that the final HRA balance could be lower than the forecast in Appendix A.

· Equality Issues – Nil

· Environmental – Nil

· Crime and Disorder – Nil

· Impact on the Customer -

ANGELA BROWN

Head of Finance

Contact Officer: 
David Steele






Ext: 
7288

Financial Services

Carlisle City Council

2 February 2004
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£000’s

EXPENDITURE











Repairs










    25

Supplies and Services







 
      5

Revenue Contribution to Capital 






             535   .

Total Expenditure









  565Dr

INCOME

Fees and Charges









    29

Interest on Balances







               70    .

Total Income










    99Cr

Net Expenditure in 2003/04







  466Dr
HRA Balance at 1 April 2003






          2,759Cr

Deficit in 2003/04









   466Dr
HRA Balance at 31 March 2004 before transfers




2,293Cr

Balance Transferred to Projects Fund at 31 March 2004


          1,388Dr

HRA Balance at 31 March 2004 retained as HRA/Benefits Reserve

           £905Cr
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