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FOREWORD – COUNCILLOR IAN WINGFIELD, DEPUTY LEADER AND CABINET
MEMBER FOR HOUSING MANAGEMENT
We have established our housing revenue account on a sound financial footing since the
introduction of self-financing and this remains the cornerstone of our approach for the future.
However, in times of economic uncertainty, it is the particular responsibility of the local
authority to help its residents wherever possible. Following government proposals on rent
levels implies another above inflation increase in 2014/15 in order to fund the provision of
landlord services.
Whilst it is critical to plan for the future, the needs of the present cannot be ignored, and so
the council will be exploring options to ease the financial burden on tenants and target
support to those who are vulnerable and in most need of help. This should not be at the
expense of our commitment to regenerate our housing stock, nor our plans to build 11,000
new homes, which remain of paramount importance.
RECOMMENDATIONS
1.

With regard to rents; cabinet notes that a rent increase implied by the government’s
rent guidance would be 5.4% (as set out in paragraphs 14 –18), to be applied to all
HRA dwellings (including estate voids and hostels), with effect from 7 April 2014, and
that the average dwelling rent in 2014/15 under such an increase would be £101.61
per week (an increase of £5.21 per week on average).

2.

Cabinet instructs officers to explore options regarding the rent increase for 2014/15,
setting out its effects on the HRA for that year, and also their medium and longerterm implications.

3.

With regard to other HRA-wide charges, cabinet notes on a provisional basis no
increase to tenant fixed service charges as set out in paragraph 39 with effect from 7
April 2014.

4.

Cabinet notes on a provisional basis no increase to the standard charge for garages
or other non-residential charges, as set out in paragraphs 40 – 41 with effect from 7
April 2014.

5.

Cabinet notes on a provisional basis no increase to district heating and hot water
charges as set out in paragraph 42 – 43 with effect from 7 April 2014.

6.

Cabinet notes on a provisional basis no increase to sheltered housing service
charges as set out in paragraph 44 with effect from 7 April 2014.

7.

Cabinet notes that water and sewerage charges levied by Thames Water are liable
to an inflationary uplift as set out at paragraph 45, but as yet the council has not
been informed by Thames Water of what that increase will be.

8.

Cabinet instructs officers to provide a final report on Rent Setting and the HRA
Budget for 2014/15 after due consultation processes have been followed for
consideration at their meeting on 28 January 2014.

BACKGROUND INFORMATION
Statutory framework
9.

The Housing Revenue Account (HRA) reflects the statutory requirement under
Section 74 of the Local Government and Housing Act 1989 to account separately for
local authority housing provision. It is a ring-fenced account, containing solely the
costs arising from the provision and management of the council’s housing stock,
offset by tenant rents and service charges, leaseholder service charges and other
income. The council has a statutory responsibility to set a balanced HRA budget (i.e.
all budgeted expenditure must be matched by income).

Context
10.

The Spending Reviews by the coalition government published in October 2010 and
June 2013 contained significant financial issues for local government, as well as the
entire public sector. The HRA, despite being ring-fenced from the general fund is not
immune from the fall-out from this and in 2010 officers were instructed to identify a
three-year savings package in line with that required for the rest of the council. The
level of savings that this entailed presupposed certain other financial decisions which
the council was minded to make on HRA finances, such as maintaining a prudent
and necessary level of reserves and the degree to which capital investment may be
supported from revenue.

11.

Whilst under self-financing the council is nominally free to set rent levels as it wishes,
in reality they are almost entirely predicated on national decisions made by
government when calculating the HRA debt settlement figure under which selffinancing operates. This is particularly true in the context of the 2015 Spending
Review (June 2013), which contained proposals to vary the national social rents
policy. The link between rents and service expenditure locally is therefore at best a
nominal one, aside from rental income contributing to the overall total within which
the HRA at Southwark must operate.

12.

The Housing Commission report takes as its start date April 2015, which is after the
financial year to which this budget report refers. However the general parameters of
the early years of self-financing have been assumed to have been followed for
2014/15 and 2015/16 in order to allow a stable base from which the financial
assumptions underpinning the report of the Commission then flow.

KEY ISSUES FOR CONSIDERATION
Self-Financing parameters
13.

The key principle underlying the introduction of self-financing was the generation of
revenue surpluses sufficient to meet the investment needs of the stock over 30
years, without further government support. However, the key assumptions made by
government in arriving at the settlement figure in late March 2012 did not adequately
reflect the financial reality facing Southwark for the following reasons:
•

Rents were assumed to converge to target by 2015/16, and rise consistently
at September RPI + 0.5% thereafter. However, given the historically low
starting point for rents in Southwark and the council’s scrupulous application
of annual affordability limits (to limit individual annual rent increases to RPI +
0.5% + £2) means that only 44% of properties would have converged by
2015/16, rising to the 80%+ level by 2021/22. This means that from the
outset government rental projections were over-stated.

•

Government took into account projected demolitions and other stock
adjustments up until 2017, but the regeneration of the Aylesbury estate is
scheduled to take considerably longer than this. In essence the council is
already carrying debt relating to properties that it is committed to disposing of,
meaning that the business plan must take account of debt charges for these
former properties with no parallel income stream to match it.

•

The settlement assumed that all housing debt would be extinguished over the
life of the business plan and if all projected surpluses were applied to debt
repayment at the expense of all other policy objectives, the inherited debt
would be cleared in around years 17 – 20. However, since the council
intends to achieve significant alternative outcomes as part of discharging its
responsibilities as a landlord, clearly repayment of debt cannot necessarily be
the primary policy objective, and this report contains proposals to establish a
structured debt management strategy to address this issue going forward.

Formula rent calculation
14.

There are three separate drivers for rent inflation under rent restructuring: the
underlying inflation rate (the retail price index at September 2013 (3.2%) as specified
by the government); the 0.5% top-up and the effect of phasing the move between
actual and formula rents, which is influenced by the ‘convergence date’ determined
by the government. The original intention was that rent restructuring would be
complete (or rents would have ‘converged’) after 10 years (i.e. in 2011/12).
However, government intervened on a number of occasions in order to alleviate the
actual rent rises that would otherwise have resulted. The self-financing settlement
was predicated on a convergence date of 2015/16, consistent with previous
directions. The effect of each of these drivers is summarised below:
Average Rent Inflation

Final
2013/14
2.60%

Indicative
2014/15
3.20%

Top-Up Element

0.50%

0.50%

= Increase in Formula Rent

3.10%

3.70%

plus national convergence element

1.67%

1.65%

= Increase in National Guideline Rent

4.77%

5.35%

plus local convergence element

1.81%

2.65%

(1.73%)

(2.60%)

4.85%

5.40%

Inflation Uplift (RPI @ September)

less annual affordability limits
= Total Increase in Actual Rents

15.

Rent restructuring is property-related, actual rent increases (in line with government
guidance) being dependent on the formula rent for each property (based on value,
size and location) and the existing actual rent at the point of commencement. This
generally added around 1.5% – 2.5% to the average rent increase each year, which
increased on a tapered basis as the convergence date approached. Without the
discretionary application of annual affordability limits (RPI + 0.5% + £2.00), which the
council has consistently applied throughout, the average increase would have been
considerably higher (i.e. 8% for 2014/15). However, this would have had the
corollary that the gap between actual and formula rents post-2015 would have been
somewhat ameliorated.

16.

Appendix A is a collated list of average and formula (or ‘target’) rents across London
Boroughs. In 2013/14 Southwark’s average rent ranked 11th lowest of the 29 London
Boroughs that manage their housing stock, either directly or via an ALMO. Appendix
A also indicates how far each authority had left to travel before reaching the target
rent level demanded under this system. Southwark is one of seven London
Boroughs where this gap is still at least 6%, meaning that the local convergence
pressure would have taken some years to be fully relieved. This point is further
illustrated by the chart at Appendix B.

17.

It is important to note that any voluntary mitigation of the guideline rent increase
would have both immediate and longer-term effects and a foregoing of rental income
would require a commensurate increase in savings and/or reduction in services
and/or support for the HIP to balance the account. In the longer-term, the loss could
not be recouped without compensatory increases above the guideline in future years,
if parity were to be subsequently restored. This represents an immediate and
enduring challenge to the HRA and the council needs to carefully weigh the shortterm benefit to tenants against the longer-term funding implications inherent in such
a measure.

18.

2013/14 was a ‘53-week’ rent year, which occurs every seven years. The impact of
the removal of the additional week’s income, together with stockloss and voids
adjustments moving into 2014/15, means the rent debit reduces by £7.7 million yearon-year before application of any rent increase or consideration of cost pressures
and commitments. The net additional yield to the HRA of the dwelling rent increase
at the government implied level, once both the stockloss effects on tenant service
charges and district heating; and also the assumed water rates increase are included
is £2.6 million. These individual elements are set out in Appendix C.

Average Weekly Rent

2013/14
Base
£91.94

Indicative
2014/15
£96.40

Indicative
2015/16
£101.61

Indicative
2016/17
£104.65

–

–

September RPI + 0.5%

3.1%

3.7%

September CPI + 1.0%

–

–

3.0%

3.0%

£2.85

£3.57

£3.04

£3.14

£94.79

£99.97

£104.65

£107.79

£3.20

£4.15

–

–

Caps and Limits Adjustment

(£1.59)

(£2.51)

–

–

Average Rent – Tenanted Stock

£96.40

£101.61

£104.65

£107.79

Estimated Uplift

Cumulative Move to Formula Rent*

Increase

4.85%

*Encompassing both the national guideline increase and local convergence

5.4%

3.0%

3.0%

Spending Review 2015 – ‘Rents for Social Housing’ consultation
19.

The Spending Review 2015 contained proposals for central government to realise
considerable savings through its social housing rent policy, via two significant
variations to previously agreed principles:
•

A proposal to end the requirement for local authorities to achieve rent
convergence by 2016; and

•

A shift from the use of the retail price index (RPI) + 0.5% to the consumer
price index (CPI) + 1% as the main inflationary factor used in determining
future rent increases.

20.

On 31 October 2013 the Department for Communities and Local Government (CLG)
issued a consultation paper ‘Rents for Social Housing from 2015-16’, with a
deadline for submissions by interested parties of 24 December 2013. The paper
confirms government intentions to move to a new inflation factor of CPI + 1% and to
end convergence from April 2015. Implicit in this proposal is also the abolition of the
annual affordability limit mechanism, as it assumes rents will no longer increase
beyond the limit of CPI + 1%.

21.

Whilst on the face of it this removes a significant inflationary factor for individual
tenant’s rents, it introduces uncertainty into the rental income projections that
underpin self-financing business plans where councils, such as Southwark have not
been able to achieve rent convergence by the stated date and have plans predicated
on the basis that convergence would continue to fruition beyond 2015/16.

22.

Following formula rent policy for 2014/15 gives rise to an average rent increase of
5.4% to £101.61 per week. This compares to the average formula rent target for
Southwark for 2014/15 of £108.80, a shortfall of £7.19 (7.1%), highlighting the extent
of the gap between actual average rents and those assumed by government as part
of the self-financing settlement. Over the next four years, this gap totals £60.3
million. Restricting rent rises to CPI + 1% from April 2015 onward will only serve to
exacerbate the shortfall in rental income by a further £15.1 million over the same
time period. Taken cumulatively, the Spending Review proposals create a greater
loss of spending power (£75.4 million) over the same period – as the table below
sets out.
‘Converging’ Rent
(current policy)
Average

2014/15
2015/16
2016/17
2017/18
Cumulative
Net change

£101.61
£106.26
£110.44
£114.57

Rent
Debit
£200.8m
£207.8m
£214.8m
£221.5m

CPI assumed to be 2.0% per annum over period

Consultation Rent
(CPI+1% from 15/16)
Average
£101.61
£104.65
£107.79
£111.03

Rent
Debit
£200.8m
£204.7m
£209.6m
£214.7m

Formula Rent
(settlement position
from 15/16)
Average
Rent
Debit
£108.80
£216.4m
£112.07
£222.9m
£115.43
£229.5m
£118.89
£236.4m

Rent Foregone p.a.

Currently
assumed
£15.6m
£15.1m
£14.7m
£14.9m
£60.3m

New level
£15.6m
£18.2m
£19.9m
£21.7m
£75.4m
£15.1m

23.

It is disappointing that whilst CLG acknowledges that there are non-convergence
issues generated by the application of previous rent policy, particularly affordability
limits, assistance appears only to be made available to Registered Social Landlords
(RSL’s) and not to local authorities. It is proposed that RSL’s experiencing difficulties
apply to their regulator for a time-limited waiver of the social rent policy (presumably
to allow them to further converge rents), and it is difficult to see on what grounds this
concession should not be extended to council providers in the same situation. It
should be noted that in keeping with social housing policy since 2002, these changes
are not mandatory and authorities could choose their own course and set rents to
converge. However, it is almost certain that this action would contravene the
housing benefit limitation arrangements resulting in a financial penalty through the
loss of rent rebate subsidy.

24.

With regard to the proposed change in inflation factor, in September 2013 these two
measures (as uplifted) were identical, and whilst CPI has a historical tendency to be
below RPI, this is by no means always the case, particularly if the former is uplifted
by more than the latter.

25.

In another departure from current council policy, the consultation paper takes the
policy of moving new-let properties straight to formula rent as a given as a means of
defraying the rental income lost by non-convergence. The council has previously
resisted this on the grounds that it would create rent differentials between
neighbouring properties of an identical standard, and would therefore be inequitable.
As convergence of actual and formula rents approaches, this inequity reduces, but
the council will need to weigh in the short-term the continuation of this policy against
the opportunity to mitigate the loss of resources over the medium to longer-term.

26.

The paper also addresses implementing the previous ‘Pay to Stay’ consultation
proposals for what are designated ‘high income social tenants’, and makes some
technical adjustments to grant-related support for affordable housing, but these
matters are not germane to this report at this time.

27.

The council’s full response to the consultation will form an appendix to the Final HRA
Budget report to cabinet in January 2014 for information.

Savings and service development
28.

2013/14 represented the final year of a three-year corporate budget planning horizon
(2011/12 – 2013/14), in tandem with the general fund. Over that period, some £21.6
million of efficiency savings and budget rationalisation measures have been
successfully delivered in the HRA, whilst maintaining and improving the quality of
services to residents. Alongside this, more robust financial management and control
of costs has and continues to deliver better value for money and it is these factors
that have been instrumental in mitigating the initial impact of self-financing and
provided a sound budget platform going forward.

29.

Notwithstanding this achievement, the process of budget review and rationalisation is
a continuous one, regardless of the overall financial position, particularly with regard
to back-office and departmental and corporate overhead functions in order to protect
front-line services. Consequently, further savings of £5.9 million have been identified
as part of setting a balanced budget for 2014/15.

30.

For 2013/14, a programme of service redirection was implemented following resident
consultation to determine priorities. For 2014/15, the emphasis shifts to reflect the
council’s ambitious policy objectives of stock refurbishment/estate regeneration and
provision of new council housing, so the imperative becomes to maximise the level of
revenue support to the housing investment programme (HIP).

31.

Looking beyond delivery of the existing Warm, Dry, Safe (WDS) programme, which
is due to conclude in 2015/16, proposals are now being developed for a major
refurbishment programme of internal components, such as kitchens and bathrooms.
Unlike the WDS programme which is in part funded through Decent Homes backlog
funding, no such external funding is likely to be available and resources will be
largely generated from the HRA revenue budget. To supplement this, an additional
revenue contribution of £4.5 million is recommended in 2014/15. A small-scale
programme of kitchens replacements (c. 100 properties) has already begun in the
current year linked to WDS and funded from reserves on a one-off basis. However,
further funds could be earmarked to continue this programme, albeit on a limited
scale pending development of the substantive programme.

Commitments/unavoidable demands
32.

General inflation – as with assumptions for the general fund, employee-related
inflation has been assumed at 1% across the board. There is a general inflation rate
of zero to two percent applicable across HRA operational budgets, depending on the
nature of the expenditure, with the exception of works/service contracts that are tied
to industry-specific rates. The total is estimated at £2.8 million.

33.

Budget commitments are estimated at £8.9 million for 2014/15 as follows:
•

Asbestos containment/removal works in response to more onerous legislative
requirements that can no longer be contained within the responsive repairs
budget;

•

Structural works that fall between the scope of the Warm Dry Safe (WDS)
programme and the repairs and maintenance term contract that similarly can
no longer be contained without additional resources. These works are
generally of a capital nature and will be financed by way of a revenue
contribution;

•

The uplift in the RTB discount has generated an upsurge in activity since April
2012 which has so far been absorbed within existing resources. Similarly,
the scaling-up and delivery of the major works programme over the last 18
months has exacerbated capacity shortfalls which need to be addressed to
ensure full cost recovery;

•

Operational reviews undertaken across a range of housing services,
specifically hostels and supported hostel accommodation, mobile alarm
response service (SMART) and sheltered housing services require some cost
allocation rebasing between the HRA and the general fund to more
accurately reflect landlord provision and comply with the HRA ring-fence; and

•

Revenue contribution to the housing investment programme, made possible
within the context of a balanced budget with the rent and savings parameters
as outlined elsewhere within this report.

HRA debt financing
34.

The self-financing settlement assumed that residual debt would be extinguished over
the 30-year life of the HRA business plan. Over the next two years, £80.1 million of
historic debt matures at interest rates ranging between 9% and 10% and provides
the opportunity to establish a structured debt management strategy for the HRA
going forward. Moving to a principal repayment model for imminently maturing debt
is recommended, which, depending on the term and nature of the borrowing could be
contained within the existing revenue budget provision, as we derive the benefit of
lower interest costs (prevailing market rates typically 3.5% - 4.5%). Alternatively, a
more aggressive approach to accelerate the debt repayment profile would require a
modest additional budget commitment (currently estimated at £1.3 million in
2014/15). As debt reduces, HRA borrowing headroom increases by the same
amount, thereby providing further scope for new borrowing at a later date should the
necessity arise.

HRA reserves
35.

In common with other local authorities and the council’s general fund, the HRA holds
reserves, together with working cash balances. The level of HRA reserves were
considered to be below the optimum level commensurate with the scale of
Southwark’s combined revenue and capital programmes, representing a financial
risk. In accordance with the medium term resource strategy (MTRS), the council has
adopted a structured replenishment of balances over the last few years through an
annual base budget contribution of £2 million.

36.

Reserves and working balances at 31 March 2013 stand at £31.8 million, albeit over
three-quarters are earmarked for pre-determined purposes and the council continues
to move towards a similar ratio of unearmarked reserves as the council’s general
fund (c. £20 million). However, the position is now considered to be at a more
prudent and sustainable level in order to mitigate future risks, fulfil future
commitments already made and enable the transformation and modernisation of
services going forward. It is therefore proposed that the base budget contribution be
redirected towards other budget priorities. Any surplus (or deficit) generated during
the year will continue to be applied to, or met from reserves in the normal way.

37.

38.

The Chartered Institute of Professional Finance and Accountancy (CIPFA) defines
reserves and balances in terms of addressing three needs, as set out below, and it
should be noted that the application of reserves is normally intended to assist an
authority in meeting an unexpected general need or a previously identified specific
one. They are by their very nature one-off transactions and are not designed to
address a base budget deficit, which if left unattended would have on-going
implications for the viability of a self-financed HRA.
•

A working balance to help cushion the impact of uneven cash flows and avoid
unnecessary temporary borrowing;

•

A contingency to cushion the impact of unexpected events or emergencies;
and

•

A means of building up funds, often referred to as ‘earmarked’ reserves, to
meet known or predicted liabilities.

The table below shows the actual reserves and balances position for the HRA at 31
March 2013, compared with an average for inner and outer London boroughs.
Whilst this remains below the average for inner London, Southwark is approaching
the average for outer London boroughs.
Total
£31.8m

%age
12.33%

Inner London HRA

£397.2m

23.01%

Outer London HRA

£140.6m

15.20%

Greater London HRA

£537.8m

20.29%

Southwark HRA

Committed
£25.0m
79%

Uncommitted
£6.8m
21%

Source: London Boroughs Audited Statements of Accounts 2012/13

Tenant service charges
39.

Tenant service charges were de-pooled from rent as part of the government’s rent
restructuring regime in 2003/04. This was to enable greater consistency and
transparency between local authority and RSL sectors. Charges were frozen in
2012/13 and 2013/14. Increases are normally capped nationally at September RPI
@ 2.6% + 0.5%, which would equate to an overall increase of 3.1% for 2014/15.
However, contract-based savings will offset this underlying increase and so the
charges are not proposed to increase in 2014/15. The cash realised from service
charges will fall slightly in 2014/15 due to reductions in stock numbers. For
reference, the respective service charges are listed in the table below:

Estate Cleaning
Grounds Maintenance
Communal Lighting
Door Entry
Total

2013/14
£ per week
4.60
1.09
1.17
0.68
7.54

2014/15
£ per week
4.60
1.09
1.17
0.68
7.54

Percentage
change
0.0%
0.0%
0.0%
0.0%
0.0%

Garage rents and other charges
40.

Garage rents were last subject to review and revision in 2012/13. For the current
year charges remained static, with the exception of variations to the terms and
conditions of the concessionary rates previously offered. Generally, demand for
garages is strong, particularly in the north of the borough and the council has
embarked upon a programme of refurbishment designed to bring under-utilised stock
back into use, which in turn generates rental growth. There are currently no
proposals to increase charges in 2014/15 pending a refresh of the previous Londonwide comparison which informed current rates.

41.

Non-residential charges such as store sheds, parking bays, etc and estate, block and
property-specific charges such as concierge and closed-circuit television charges are
all proposed to remain at existing levels for 2014/15. Other fees and charges along
with non-HRA charges are the subject of a separate fees and charges report relating
to the housing and community services department under delegated approval.

District heating charges
42.

The council reviews charges annually to ensure that within the context of the current
flexibly-priced gas supply contracts, charges are set at a level to smooth price
volatility as far as possible over the contract period. On-going investment in the
infrastructure to increase energy efficiency/reduce consumption contributes to the
financial sustainability of the heating account which has enabled charges to be
maintained at the same level since 2009/10.

43.

Energy costs are pooled across the dwelling stock and standardised charges are set
on a borough-wide basis for tenants, depending on the number of bedrooms and
type of heating installation. Homeowners are charged actual costs, comprising
energy and repair and maintenance as determined in their lease. With the
application of greater efficiencies in terms of gas consumption as outlined above and
potential use of accrued balances, means that charges can be held at existing levels
once again for 2014/15. As with tenant service charges, a fall in stock numbers
means a small reduction in cash generated.

Sheltered housing service charges
44.

These service charges were introduced as an individual member decision by the
Deputy Leader and Cabinet Member for Housing Management on 10 January 2013.
It is not proposed to vary these charges in 2014/15.

Thames Water
45.

Water and sewerage charges applicable to council dwellings will be subject to an
increase from April 2014. Thames Water calculates individual property charges and
notification of the increase will be advised in due course. The council act as agent
for the billing and collection of charges, but have no influence over the charges set
by Thames Water, who are an independent commercial entity regulated by Ofwat. A
one-off additional increase proposed to meet the cost of major infrastructure
investment by Thames Water has been rejected by Ofwat, meaning that the actual
increase will be capped by the regulator at 1.4% above inflation as set out in their
price limit review covering 2010 – 2015. For 2014/15 an increase of 5% has been
assumed for budget planning purposes, which includes an adjustment for stockloss.

Leaseholder and other income streams
46.

Tenant rents constitute around 70% of HRA income, the remainder comprising:
tenant service charges, homeowner revenue and capital service charges,
commercial property rents, interest, commission and capitalised/recharged costs.

47.

Homeowner contributions represent the actual costs incurred within the HRA that are
recoverable under the terms of the lease. The budget for revenue service charges
has been revised to reflect current activity levels and expected future growth in rightto-buy sales and as the council achieves full cost recovery.

48.

Capital charges are determined by the scale and delivery of investment in the stock
overall and the extent to which it pertains to leasehold property. The base budget
contains a relatively prudent expectation of income in order to avoid large budgetary
fluctuations due to the variable nature of the works programme. However, given the
council’s progress in delivering on WDS and other works programmes, the budget
has been revised to reflect current delivery and planned activity up to the end of
2015/16.

49.

Other contributory elements include a net increase in garage income reflecting
higher lettings arising from greater investment in the garage stock and higher
capitalised sales costs and fee income arising from the upturn in right-to-buy activity,
totalling £5.6 million overall.

Consultation and notification
50.

Whilst there is no statutory requirement to consult, the council is committed to
engaging with stakeholders, particularly under the terms of the Tenancy Agreement.
This process commences with an interim scene-setting report to cabinet on 10
December 2014 setting out the indicative budget and implications for rents and other
charges in order that consultation with residents can commence before Christmas.
This report will be presented to Tenant Council, area housing forums, TMO Liaison
Committee and Homeowner Council (HOC) during January 2014. HOC are unable
to make recommendations in the matter of tenant rents and service charges, but may
do so in respect of proposals regarding non-residential rents and other charges and
in terms of the budget proposals pertinent to the calculation of their service charges.

51.

Cabinet will consider the final rent setting and HRA budget report at their meeting on
28 January 2014. As normal, the results of the consultation processes will be
reported to cabinet at that meeting for their consideration.

52.

The revised HRA budget for 2013/14 and indicative budget for 2014/15 is
summarised in Appendix F, and set out by division in Appendix G.

Statutory and contractual notifications
53.

Subsequent to the approval of the final report on 28 January 2014, either as set out
or as amended by cabinet, and the passing of the necessary date for its
implementation, the council will issue a statutory and contractual notification of
variation in rents and other charges to all tenants, not less than 28 days prior to the
operative date (7 April 2014) for the commencement of the new rents and charges
referred to above.

Community impact statement
54.

The council works in accordance with the single public sector equality duty contained
within section 149 of the Equality Act 2010. This means the council must have due
regard to the need to eliminate unlawful discrimination, harassment and victimisation,
and advance equality of opportunity and foster good relations between different
groups.

55.

Consideration has been given to the report’s relevance to equality issues in
accordance with the public sector equality duty. This report is primarily to set rents
and associated charges and a scoping exercise established there is no differential
effect for any community or protected group. Notwithstanding the fact that no
increase is being proposed across a range of charges from April 2014), it is
recognised that a rent increase may present particular difficulties for people on low
incomes, although rents and tenant service charges remain eligible for housing
benefit. The assessment also considers the effects of the self-financing regime
introduced under the provisions of the Localism Act 2011 and the determinations
issued by the Department for Communities and Local Government (CLG) in
accordance with the provisions of Section 173 of that act.

56.

There is a statutory requirement to set a balanced HRA budget. Extensive
consultation previously undertaken incorporated savings proposals totalling £21.6
million over the period 2011/12 to 2013/14, which have all been delivered. For
2014/15 the extent and composition of savings proposed (£5.9 million) are detailed
as part of Appendices E and F. An assessment to ascertain their potential impact
has been undertaken and concluded there is no differential effect for any community
or protected group.

57.

Above and beyond the increases in rent there are wider issues impacting both
nationally and locally in terms of the government’s welfare reforms and housing
benefit changes for under-occupancy, which came into force in April 2013. These
have also been considered and measures to mitigate the effects on the community
have been implemented together with the provision of additional resources to
support tenancy sustainment through down-sizing, assist in gaining employment,
prevent eviction and homelessness and provide direct financial assistance through
the provision of Discretionary Housing Payments (DHP) from the HRA, for which
Southwark has received Secretary of State approval.

SUPPLEMENTARY ADVICE FROM OTHER OFFICERS
Director of Legal Services
58.

Statutory requirements as to the keeping of a Housing Revenue Account (HRA) are
contained in the Local Government and Housing Act 1989 (‘the 1989 Act’). The
1989 Act provisions include a duty, under Section 76 of the 1989 Act, to budget to
prevent a debit balance on the HRA and to implement and review the budget.

59.

Further provisions relating to housing finance are set out under Sections 168 to 175
of the Localism Act 2011 (‘the 2011 Act’) and provide for the determination of
settlement payments calculated in accordance with such formulae as the Secretary
of State may issue from time to time. The settlement payment under the 2011 Act
replaced subsidy payments for England made under the HRA, previously provided
for by Section 80 of the 1989 Act and this report sets out the effects of the selffinancing settlement.

60.

Under Section 24 of the Housing Act 1985, local housing authorities have the power
to “make such reasonable charges as they may determine for the tenancy or
occupation of their houses”. Section 24 also requires local authorities, from time to
time, to review rents and make such changes as circumstances may require. The
section confers a broad discretion as to rents and charges made to occupiers,
however cabinet will note the effective limitation of discretion provided by the
calculation of the self-financing debt settlement referred to in this report.

61.

Rent and other charges are excluded from the statutory definition of matters of
housing management in respect of which local authorities are required to consult
their tenants pursuant to Section 105 of the Housing Act 1985 and Sections 137 and
143A of the Housing Act 1996 in relation to secure, introductory and demoted tenants
respectively. As a term of the tenancy agreement with its tenants however,
Southwark Council has undertaken to consult with the Tenant Council, “before
seeking to vary the sums payable for rents and other charges”. The report indicates
consultation will take place in order to comply with this term.

62.

It is further provided by Section 103 of the Housing Act 1985 in relation to secure
tenancies, which also applies in respect of introductory tenancies by virtue of Section
111A of the Housing Act 1985, together with the council’s agreement with its tenants,
that they are notified of variation of rent and other charges at least 28 days before
the variation takes effect by service of a notice of variation. The report indicates the
notice of variation will be served in time to comply with this requirement.
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