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1. Purpose of Report 

1.1 To consider the Housing Revenue Account (HRA) budget estimates for 2014/15, the 
Management Fee payable to Solihull Community Housing (SCH) and the proposed 
changes in dwelling and garage rents and leaseholder management fees for 
2014/15. 



2. Decision(s) Recommended 

2.1 To approve an average rent increase (excluding service charges) of 4.95% (£3.95 
per week on a 50-week basis) to £83.69 from 1 April 2014; 

2.2 To approve a 16p per week increase in garage rents from 1 April 2014; 

2.3 To approve the Housing Revenue Account budget for 2014/15 including the SCH 
Management Fee as set out in Appendices A and B. 

3. Background 

3.1 The year 2014/15 will be the third year of HRA Self-Financing.  The full implications 
were reported to Cabinet two years ago when the 2012/13 HRA estimates were 
approved.  Solihull MBC took on £69.566 million of HRA debt in exchange for being 
released from the subsidy system (as set out in the final self-financing settlement) at 
the start of the 2012/13 financial year.   

3.2 For 2013/14 SCH is operating within the approved Management Fee of £18.433 
million, leaving an agreed HRA surplus of £1.166 million to be retained to provide a 
reserve in the event that the impact of welfare reform is greater than expected.  The 
proposed Management Fee for 2014/15 is set out below. 

3.3 SCH is delivering the Housing capital programme in line with the approved Asset 
Management strategy including a number of developments that will provide 
additional homes for letting.   

3.4 The September 2013 Retail Price Index (RPI) was published at 3.2%. The impact on 
2014/15 rent levels is explained in detail below. 

4. HRA Estimates 2014/15 and April 2014 Rent Increase 

HRA Estimate 2014/15 

4.1 The Council and SCH have updated and refined Solihull’s 5-year HRA business plan 
and Capital Programme. This is based on the overall 30-year self-financing Business 
Plan that was agreed in 2012/13.  This update was reported to the Finance and Audit 
Sub-Committee of SCH’s Board at their meeting on 11 December 2013. 

4.2 The Council and SCH have jointly developed the HRA estimates for 2014/15.  SCH 
has also developed its operating budget for 2014/15 and will present this to its 
Finance and Asset Management Committee for consideration on 24 February 2014 
and to the SCH Board for ratification on 10 March 2014. 

4.3 The HRA budget as set out in Appendices A and B to this report has the following 
key features: 

• A rent increase capped at below 5% (4.99%), giving an average increase of 
4.95% across the Borough. 

• A contribution to the bad debt provision (£920,000).  This has increased from 
£850,000 in 2013/14 due to general difficulties in rent collection due to the 
economic climate and reductions in other benefits. 

• A proposed SCH Management Fee of £19.296 million which reflects the delivery 
of continued efficiency savings, but also increased operating costs resulting from 
welfare reform and a continuing increase in homelessness demand. 

• A resulting HRA surplus of £446,000.  It is proposed to carry this forward to add 



to the reserve for Welfare Reform. If this reserve is not required for Welfare 
Reform it will be used for investment in the housing stock. 

4.4 In order to protect the Council’s rental income stream, SCH established a dedicated 
project team last year to assist with the introduction of welfare reform and to 
communicate with affected customers on an individual basis as well as putting more 
resource into its income collection and money advice teams. A budget was also set 
aside to assist eligible customers with moving home that supports the Council’s 
Movement Incentive Scheme.  The cost of these initiatives in 2013/14 totalled 
£339,000, with £139,000 being funded as an increase in the base management fee.  
These initiatives have been very effective during 2013/14.  Rent collection has 
remained high and the overall level of arrears has been broadly held at pre-welfare 
reform levels.  In 2014/15, these initiatives will continue at a cost of £343,000, with 
the dedicated team now integrated into the main Income Collection team. 

 
April 2014 Rent Increase 

4.5 The self-financing determination assumed that the Government’s Rent Restructuring 
model will continue to be applied.  The aim of the model has been to move rents paid 
by tenants progressively towards formula (or target) rents (that are the same as the 
rents paid for equivalent properties by Housing Association tenants) in equal 
instalments by 2015/16.  This has meant that traditionally annual rent increases for 
Solihull have generally been in excess of inflation.   

4.6 In both 2012/13 and 2013/14, it was resolved to limit the rent increase having regard 
to the economic climate to protect Solihull tenants from the largest rent increases.  
This meant that the rent increase in 2013/14 was capped at 4.99% compared with 
the increase indicated by the formula of 5.18%. 

4.7 The indicative rent increase under the formula for 2014/15 is 5.56% but it is 
proposed once again to cap the increase at 4.99% (giving an average rent increase 
of 4.95%).  This increase is towards the lower end of those proposed by other local 
authorities. 

4.8 Latest statistics on housing benefit show that 54% of SCH tenants are on full 
housing benefit so will not be affected by the rent increase and 25% of tenants are 
on partial benefit.  Only 21% of tenants will have to pay the increase in full.   

4.9 From 2015/16, the Government has changed the way that rent increases should be 
calculated to one based on Consumer Price Index (CPI) rather than RPI.  Historically 
CPI has been lower than RPI which should help to mitigate rent increases in future 
years.  

Investment in Housing Stock / Housing Capital Programme 

4.10 The proposed Housing capital programme for 2014/15 will be presented to the 
Cabinet Member for Economic Development and Regeneration at his meeting on 27 
March 2014. 

4.11 The capital programme continues with the approach set out in Solihull MBC’s Asset 
Management strategy and concentrates on the following key investment needs: 

• Health and Safety and legislative requirements including programmes of works 
covering fire prevention and electrical integrity as well as honouring promises 
already made to tenants (such as completing Decent Homes refusals). 

• High-rise works – 2014/15 will be the second and final year of the British Gas 
project.  This will complete overcladding or insulation to all the High Rises and 
see the installation of biomass heating to most of the blocks that currently have 



electric storage heating – this is all at no cost to the Council.  In addition, a 
programme of other external works will be completed at the same time.  The 
phased programme of high-rise lift replacements will also continue. 

• Envelope programme – the plan continues this programme in areas right across 
the borough to bring communal areas, external parts and the footprint around our 
stock up to the “SCH Place” standard that complements the internal works 
carried out under Decent Homes.  The areas that will see work completed over 
the 10 years of the programme have been published so that residents know when 
they will see the benefit of these extensive works. 

• The programme to replace heating systems in properties that still have inefficient 
heating systems will enter its third year – this programme is a key element of 
work to address fuel poverty across the borough. 

• Adaptations for the disabled will continue – SCH will continue to deliver the wider 
Solihull independent Living Service which provides adaptations to all residents of 
Solihull. 

• A much needed refurbishment to the Maintenance Team depot, which will also 
provide office accommodation that will enable SCH to pull out of an existing 
property lease outside of the borough. 

• Stock growth – the programme will see the completion of 55 new units at the 
former regeneration site at Gilson Way, Oakley Estate and Peel Close as well as 
the Council site at Richmond Road.  Work will also have started at the Alcott 
House site as well as a former garage site at Oakthorpe Road.  The programme 
of stock growth through acquisition will also continue.  HRA reserves amounting 
to £1.3 million will be used to support this work in future years. 

Solihull Community Housing Management Fee 

4.12 The HRA budget estimates for 2013/14 and 2014/15 are shown in Appendix A.  The 
proposed Management Fee calculations are shown at Appendix B and projected 
HRA reserves are shown at Appendix C. 

4.13 The 2014/15 Management Fee of £19.296 million is made up as follows: 

 

                  £m 

Base Management Fee 17.376 

Growth: additional void work (paragraph 4.14) 0.495 

Additional: Welfare Reform support (paragraph 4.4) 0.139 

Additional:  Revenue expenditure formerly classified as capital 0.158 

Additional:  Fire Protection Works 0.408 

ADD: Contracted Cost Pressures 0.720 

Total 19.296 

 

 



4.14 The 2014/15 SCH Management Fee includes an amount of £495,000 for the growth 
in the number and type of void properties that are being handled.  There are two 
reasons for this: 

• An increase in the number of tenants downsizing as a result of Welfare Reform 
and the larger 3-4 bedroom properties are requiring more work to bring them up 
to lettable standard compared with the current average. 

• An increase in the number of temporary accommodation units that need to be 
turned round each year to ensure that we make these best use of these units in 
the face of rising homeless demand. 

4.15 The SCH detailed budget has been prepared using the same zero-based budget 
approach that has been in place since 2005 as part of a mechanism to drive down 
costs through efficiency savings.  In the 8 years up to March 2013, this approach 
successfully delivered £8.75 million in reported cashable savings.  

4.16 In developing their 2014/15 budget, SCH has funded the balance of the additional 
Welfare reform costs as set out in paragraph 4.4 (£204,000) out of total efficiency 
savings identified of £643,000 (3.5% of the 2013/14 budget). SCH will have delivered 
efficiency savings of 20% (£2.152 million) over the 3 years 2012/13-2014/15. 

4.17 SCH’s service improvement plan includes provision for the final year of an 
organisation wide review of all service areas incorporating lean methodology as part 
of their scope.  SCH has continued to deliver a number of extensive service 
restructures over the last year, which will also impact on their 2014/15 operating 
budget – these have covered the key areas of Housing Options / Homelessness and 
Neighbourhood Services (including Anti-Social Behaviour).  In addition the work 
carried out to benchmark a number of front-line and back office service areas 
continues – during 2013/14 the delivery of front-line face-to-face contact has passed 
to the Council’s Connect service and delivered savings for the Council. 

          Summary – 2014/15 HRA Estimates 

4.18 The budget for 2014/15 is shown at Appendix A.  With SCH’s Management Fee set 
at £19.296 million, this results in a balance of £446,000 which, as referred to earlier 
will provide additional reserves in the event that the impact of Welfare Reform is 
greater than anticipated. 

4.19 The HRA reserves position is set out in Appendix C.  The forecast balance at the 
end of 2014/15 is £7.447 million.  Of this amount £2 million is the minimum HRA 
working balance (and so is not usable) per paragraph 4.11 £1.3 million to support the 
programme of stock growth and £534,000 is committed to earmarked projects or 
relates to ring-fenced grants.  Of the remaining £3.613 million, £1.612 million relates 
to provision for Welfare Reform and £1.828 million relates to balances accumulated 
since 2004 and is available to SCH to draw down as additional management fee.  

4.20 SCH is currently working on future developments – this will include consideration of 
the use of these remaining reserves to fund extra care or hostel accommodation that 
will contribute to the continuing demands on both Adult Social Care and the 
Homelessness service for appropriate accommodation.   

Garage Rents 

4.21 It is proposed that garage rents be increased by 16p (2.5%) from £6.26 to £6.42 per 
week (on a 50-week year) with effect from 1 April 2014 and the budget as presented 
has assumed this increase.  The increase is in line with HM Treasury’s Gross 
Domestic Product Deflator (i.e. the long term estimate of inflation) and is consistent 
with the methodology adopted since 2009/10. 



Other Miscellaneous Charges 

4.22 It is proposed that fuel charges, charges for guest bedrooms at sheltered schemes, 
charges for hostels and emergency accommodation, piper alarm and other 
Supporting People charges together with communal cleaning and tenant service 
charges are reviewed for 2014/15 under delegated powers by SCH in consultation 
with the client officer.  The budget as presented assumes that these will increase in 
line with inflation. 

Leaseholder Management Fees 

4.23 Under the terms of their leases, SMBC is entitled to levy a management fee on all 
leaseholders with the aim of recovering the costs of managing their leases (including 
the costs of collecting amounts due and calculating the costs of managing and 
delivering services).  This management fee must be reasonable and reflect the 
actual costs of management and administration of leaseholder services. 

4.24 SCH have reviewed the management fee and propose that it should be increased to 
£150 per annum, an increase of £3 per annum from £147 in 2013/14.  This is an 
increase of 2% this year against a reduction of 4% in 2013/14 reflecting efficiency 
savings in SCH’s management of leaseholders.  As in previous years, leaseholders 
in mews flats, who only pay insurance and ground rent, will pay a lower rate of 
management fee set at 50% of the full fee (£75 per annum). 

5. Reasons for Recommending Preferred Option 

5.1 Alternative options would be to increase or reduce the rent increase proposed in this 
report.  A rent increase at the guideline level of 5.56% is not required to give a 
balanced Housing Revenue Account.  A rent increase below the proposed average 
level of 4.95% would take the Council further away from rent convergence and 
increase the gap in SCH’s capital investment plan. 

5.2 It should be noted that the HRA Business Plan is based on the capital investment 
needs of the HRA stock over a 30 year period (and the overall income required to 
meet those needs). 

6. Scrutiny 

6.1 This report has not been presented to Scrutiny. 

7. Implications 

7.1 Policy/Strategy Implications   
 Proposals in this report are based on the government’s HRA self-financing 
determinations and the 30 year HRA Business Plan prepared by SCH.  This plan 
was endorsed by the Council in April 2012 and has been updated since then to 
reflect known changes including the basis of calculating rents (as referred to above). 

7.2 Meeting the duty to involve  
No direct implications. 

7.3 Financial Implications 
Financial implications with regard to the HRA budget and the changes in rents are 
set out in the report. 

7.4 Legal implications 
No implications. 
 
 



7.5 Risk Implications 
 Risks to rent collection are protected through the reserves detailed in this report.   

 
7.6 Statutory Equality Duty   
 The impact on the most disadvantaged tenants arising from the proposed average 
 rent increase of 4.95% will be substantially covered by increased Housing Benefit 
 payments.  The proposal to limit the rent increase rather than apply the formula 
 increase of 5.56% seeks to mitigate some of the impact on those tenants that are not 
 in receipt of full Housing Benefit. 

7.7 Carbon Management/Environmental 
 Improvements to HRA property include carbon management initiatives. 

7.8 Partner Organisations 
This report has been prepared jointly with SCH. 

7.9 Safeguarding/Corporate Parenting Implications 
No direct implications. 
 

7.10 Customer Impact 
SCH and the Council will continue to support those tenants who find it difficult to pay 
their rent and will aim to ensure that tenants are fully aware of their benefit 
entitlement.  SCH made provision for additional resources to support tenants within 
their 2013/14 budget, which will continue in 2014/15. 

7.11 Other implications 
None 

8. List of Appendices Referred to 

8.1 Appendices A – C, Housing Revenue Account Estimates and Reserve Balances. 

9. Background Papers Used to Compile this Report 

9.1 SCH Finance & Audit Sub-Committee meeting - 11 December 2013 (2014/15 budget 
strategy report). 

10. List of Other Relevant Documents 

10.1 None 

 


