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HOUSING REVENUE ACCOUNT (HRA) FINANCIAL MONITORING 2019/20 –  
QUARTER 2 
 
1. PURPOSE OF REPORT 

1.1 Based on the financial performance of the Council during April to September of this 
financial year and latest information, a reporting by exception approach has been 
adopted to reviewing income and expenditure budget variances in the first half of the 
year. 

 
2. OPTIONS CONSIDERED 

2.1 The options that have been considered are; 

a) At this stage in the year, the financial position is for noting only. 

3. RECOMMENDATIONS 

3.1 That, subject to any further budget variations that arise during the rest of the financial 
year, the shortfall in funds of £230k, referred to in section 5.5 of the report, be noted. 

3.2 The 2019/20 Capital Programme referred to in Appendix A and section 5.10 be 
noted. 

REASON FOR DECISION 

To ensure that Members are kept informed of the current budgetary position 
for both the HRA Revenue and Capital Budgets. 

 
 
4. KEY INFORMATION 

Strategic Context 

4.1 The financial position of the HRA for 2019/20 should be viewed in the context of the 
updated 30-year business plan. A balanced budget has been achieved for 2019/20 by 
reducing both capital and revenue budgets and utilising reserves.  

4.2 A fundamental review of the housing service was undertaken during 2018/19 to identify 
savings, efficiencies and income generation opportunities that will achieve a 



sustainable business plan into the future.   The business plan sets out the aspiration 
of the Council to increase the social housing stock by either buying existing dwellings 
or building new ones. 

4.3 The Welfare Reform and Work Act 2016 requiring all social landlords to reduce rents 
by 1% each year ends in March 2020. This means rents can increase by Consumer 
Price Index (CPI) +1% for five years from April 2020, which will reduce the impact of 
the 1% reduction on the 30-year plan. 

4.4 With the Council’s housing stock at 3,486 homes there will always be unplanned 
events that affect the level of income and expenditure in any one financial year.  
Members should therefore consider annual variances in the context of the medium-
term outcomes that the Council wishes to achieve.  

5. Quarter 2 Position 

5.1 Based upon financial performance and information from April to September 2019 
(with trends extrapolated to the end of the financial year) and discussions with budget 
managers and the Senior Leadership Team, key variations on expenditure and 
income compared to budget have been identified.  

5.2 The report covers: 

• The Housing Revenue Account (HRA) Revenue Budget 

• The Housing Revenue Account (HRA) Capital programme 

5.3 Budget monitoring is a key tool and indicator on the delivery of the council’s plans and 
priorities for the year. There will, of course, always be reasons why there are variances 
such as: 

• Economic conditions and those services that are affected by demand. 

• Base budgets being over or understated (a number were identified in the 
2018/19 financial outturn report to Members). 

• Uncertainties relating to funding or other changes that were not known at the 
time the budget was approved. 

5.4 Taking each area in turn, the position on key aspects of the 2019/20 budget is 
summarised below: 

 

 

 

 

 

 

 



Revenue  

5.5 The original budget set for the HRA for 2019/20 shows a deficit of £419k, which would 
be met by reserves to achieve a balanced budget position.  The forecast position at 
September is a deficit of £649k, an adverse variance of £230k, as detailed in the table 
below.  

  

Full Year 
Budget 

Full Year 
Forecast 

Variance - 
Full Year 

Budget Vs 
Full Year 
Forecast 
Adverse/ 

(Favourable) 

Variance  
Adverse/ 

(Favourable)  
as a % of 

Budget 

  £'000 £'000 £'000 % 

Cabinet Member for Housing          

AD Area: Housing         

Total Income (15,230)      (15,258) (28) - 

          

Housing Management        2,162          2,150  (12) (1) 

Sheltered Housing           833             899  66 8 

Property Services        1,284          1,276  (8) (1) 

Responsive Repairs and Maintenance        1,836          2,048  212 12 

Bad Debt Provision             86               86  - - 

Interest Payable        2,912          2,912  - - 

Depreciation        3,709          3,709  - - 

Revenue Contribution to Capital Outlay        2,827          2,827  - - 

Total Expenditure 15,649 15,907 258 2 

TOTAL (Surplus)/Deficit           419  649 230  

The forecast variances identified within this report will be taken into consideration when 
setting the budgets for 2020/21. 

5.6  The main items that are included in the overall adverse variance of £230k are detailed 
in the text below: 

a) Income – a favourable variance of £28k is anticipated and includes the 
following;   

• Dwelling rents – a favourable variance of £43k is anticipated due to 
lower than expected voids. 

• Non-dwelling income (garage rental income) – an adverse variance 
of £18k is expected. This is due to both higher than anticipated voids 
and a delay in the project which was created to reduce the number 
of garage voids.  

 b)  Sheltered Housing – an adverse variance of £66k is expected, which includes; 

• Fire prevention – an adverse variance of £18k. Following Fire Risk 
Assessments and a review of the Councils policies, we are 
embarking on a long-term project to replace all fire doors in Sheltered 
Housing and improving the fire detection systems in some schemes.  



• Utility costs of £14k and ad hoc repairs of £10k are higher than 
expected. 

• There has been a need to replace washing machines / tumble dryers 
at various sheltered housing schemes within the first half of the year. 
This equipment is expensive to purchase and so a decision was 
made to rent instead. The Council had not budgeted for the rental of 
such equipment and so an adverse variance of £9k is anticipated. 

 
c)  Repairs and Maintenance – an adverse variance of £212k is anticipated. This 

includes the following; 

• Responsive repairs - an adverse variance of £73k is expected, the 
majority of which is due to the increase in work to reduce the backlog 
of jobs. 

• Materials – a favourable variance of £24k due the budget being set 
too high. 

• Recharges – due to delays in the closing of outstanding jobs, a more 
cautious approach to forecasting of the amount recharged to service 
areas has been taken. An adverse variance of £163k is therefore 
anticipated. 

5.7 The net £649k deficit position means that the total HRA balances as at 31 March 2020 
are forecast to be £4.785m. This includes a minimum working balance of £1.209m, 
£3.556m in the Strategic Priorities Reserve and £20k in earmarked reserves. 

Capital  

5.8 Use of capital and one-off funds is critical and needs to be linked into our future delivery 
plans 

5.9 With complex capital schemes it is difficult to accurately assess the level of payments 
that will be made during the financial year. The Council continues to embark on new 
projects e.g. building new homes, where it is difficult to accurately predict at the 
planning stage how payments will fall. Members should therefore focus on whether 
overall outcomes are being achieved as a result of the capital investment rather than 
variances against the plan for a particular year.       

5.10 Actual capital expenditure for the period April to September 2019 totals £1.5m, against 
the budget (including carry forwards) of £12.9m, as set out in Appendix A. We are not 
currently predicting any underspend as projects are due to complete later in the year. 

5.11 New Build – we are not anticipating any variance to budget as costs are likely to be 
incurred later in the financial year as development programmes progress and new 
projects are identified.   

6. LINKS TO JOINT STRATEGIC PLAN 

6.1 Ensuring that the Councils make best use of their resources is what underpins the 
ability to achieve the priorities set out in the Joint Strategic Plan. Specific links are to 
financially sustainable Councils, managing our housing assets effectively, and property 
investment to generate income. 

7. FINANCIAL IMPLICATIONS  



7.1 These are detailed in the report. 

8. LEGAL IMPLICATIONS 

8.1 There are no specific legal implications. 

9. RISK MANAGEMENT 

9.1 This report is closely linked with risk number 5d of the Council’s Significant Risk 
Register – If we do not understand our financial position and respond in a timely way, 
then we will be unable to deliver the entirety of the Joint Strategic Plan. Other key risks 
are set out below: 

Risk Description Likelihood Impact Mitigation Measures 

If we do not consider the 
ongoing impacts of the Welfare 
and Funding Reforms, then it 
could lead to unpreparedness 
for further changes.  

2 - Unlikely  3 - Bad/Serious  Ensure adequate bad debt 
provision and that the Income 
Management Strategy seeks 
to mitigate the impact of the 
changes on residents, the 
Council’s income streams and 
budgets.  

If there are increases in 
inflation and other variables, 
then Council Housing self-
financing could result in a 
greater risk to investment and 
service delivery plans.  

2 - Unlikely 2 - Noticeable Inflation and interest rate 
assumptions have been 
modelled in the HRA business 
plan. Capital receipts and 
capital programme funding 
reviewed. 

If we fail to spend retained 
Right to Buy receipts within 3-
year period, then it will lead to 
requirement to repay to 
Government with an additional 
4% interest. 

2 - Unlikely 3 - Bad/Serious Provision has been made in 
the updated HRA Investment 
Strategy to enable match 
funding and spend of RTB 
receipts. 

If we borrow too much to fund 
New Homes, we will not be 
able to pay the loan interest. 

2 - Unlikely 3 - Bad/Serious Follow the Chartered Institute 
of Public Finance and 
Accountancy (CIPFA) 
Prudential Code which states 
Capital investment plans must 
be affordable, prudent and 
sustainable. 

Brexit could have an impact on 
interest rates/inflation/house 
prices and demand/jobs 
 

3 - Probable  3 - Bad/Serious Understanding and acting on 
intelligence from Local 
Government Associations 
(LGA), CIPFA. 

If Capital data is inaccurate it 
could lead to problems with 
treasury management debt and 
cashflows. 

2 - Unlikely 3 - Bad/Serious Work closely with treasury 
management when setting 
capital budgets and how this 
will be financed. Monitor the 
capital spend quarterly and 
raise any changes with 
treasury management. 



 

10. CONSULTATIONS 

10.1 Consultations have taken place with Assistant Directors, Corporate Managers and 
other Budget Managers as appropriate 

11. EQUALITY ANALYSIS 

11.1 An equality analysis has not been completed because there is no action to be taken 
on service delivery as a result of this report. 

12. ENVIRONMENTAL IMPLICATIONS 

12.1 With the Council’s ambition to become carbon neutral by 2030 then all budget holders 
will need to consider the environmental implications of how their revenue and capital 
budgets are spent. 

13. APPENDICES  

Title Location 

APPENDIX A – Capital Programme Attached 

 

14. BACKGROUND DOCUMENTS  

 21 February 2019 Housing Revenue Account (HRA) Budget and Four-year Outlook 
Report 2019/20 – MC/18/39 

28 August 2019 - Housing Revenue account (HRA) Financial Monitoring– Quarter 1 
MCa/19/15 

 

 

 

 

 

 

 

 

 

 

 



Appendix A 

 

 

 

 

 

 

MID SUFFOLK

CAPITAL PROGRAMME 2019/20

Original 

Budget

Carry 

Forwards

Current 

Budget 

Actual 

Spend

Apr -

September

Full Year 

Forecast

Full Year 

Forecast 

LESS 

Budget

HOUSING REVENUE ACCOUNT £'000 £'000 £'000 £'000 £'000 £'000

Housing Maintenance

Planned maintenance 3,063       609           3,672        1,349        3,672       -               

ICT Projects 200          -                200           -                200          -               

Environmental Improvements 40            -                40             7               40            -               

Disabled adaptions to council 

dwellings
200          66             266           103           266          -               

New build programme inc 

acquisitions
8,757       -                8,757        8,757       -               

Total HRA Capital Spend 12,260     675           12,935       1,459        12,935      -               


