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Meeting: 
 

Tenants’ and Leaseholders’ Consultative Forum  
 

Date: 
 

 26 March 2007 

Subject: 
 

Housing Revenue Account (HRA) 5 year Budget 
Analysis 2004-05 to 2008-09 

Key Decision: No 
 

Responsible Officer: 
 

Myfanwy Barrett 
Director of Financial and Business Strategy 
 

Portfolio Holder: 
 

David Ashton 
Deputy Leader 
Portfolio Holder for Finance and Business Matters 
 

Exempt: 
 

No  
 

Enclosures: 
 

None  

 
 
SECTION 1 – SUMMARY AND RECOMMENDATIONS 
 
 
This report provides an analysis of the HRA budget over a 5year period from 
2004 –05 to 2008-09. It compares the budget as originally set out in the HRA 
business plan with outturn/revised budgets put to and agreed by Cabinet as part 
of the medium term budget strategy.  
 
RECOMMENDATIONS:  
 
FOR INFORMATION ONLY  

 
REASON:  The information provided was requested by TLCF at its meeting on 

24th January 2007 
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SECTION 2 – REPORT 
 
1. A 30 year HRA business plan based on prudential borrowing to finance the 

decent homes improvement works was submitted to and approved by 
Government Office for London (GOL) in January 2007. The plan included a 
detailed 4-yr detailed budget based on a number of stated financial 
assumptions. When the annual budget is set each year, the budget as set out 
in approved business plan is reviewed and updated to ensure the medium term 
budget strategy adequately reflects current and future service requirements.  

 
2. The report below compares detailed budgets as set out in the business plan 

with outturn/revised budgets in the medium term budget strategy. The annual 
budget review in January 2007 had regard for the initial financial assumptions 
that underpinned the business plan, the HRA zero based budget review 
completed in March 2005, outturn from previous years and current service 
pressures, priorities and challenges.  

 
3. Highlighted below are key areas of difference between balances set out in the 

business plan and outturn/revised budgets.  
 
Balances 
 
4. Accumulated balances at the start of year 1 (2004-05) of the business plan 

were £3m. Accumulated balances as at end of year 3 (2006-07) of the plan, are 
expected to be £6m reflecting the estimated outturn position in 2006-7 of £1m 
surplus. 

 
5. In the first three years of the business plan, outturn balance was significantly 

higher than forecast. In year 4 (2007-08), the business plan estimated annual 
surplus of £853k has been revised downward to make adequate provision for 
service requirements.  

 
Year 1 - 2004-05 
  
6. Business Plan £18k surplus, Outturn £1.6m surplus. Key areas of change:  

• £750k - lower than expected contribution to repairs arising from 
significant capitalisation of major repairs costs and implementation of 
cost reviews, 

• £431k - lower than expected supervision & management costs  
• £257k - unrealised Almo set up costs  
• £170k – lower cost of borrowing 

 
Year 2 - 2005-06  
 
7. Business Plan £145k deficit, Outturn £253k surplus. Key areas of change: 

• £788k – lower supervision & management costs  
• £153k – higher dwelling income recovered  
• £542k – higher bad debt provision   
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Year 3 - 2006-07  
 
8. Business Plan £233k surplus, estimated Outturn £1.2m surplus. Key areas of 

change:  
• £310k – lower contingency and bad debt provisions,  
• £544k – lower than expected costs of capital borrowing, and  
• £153k – lower supervision & management costs  

 
Year 4 - 2007-08 
 
9. Business Plan £853k surplus, revised budget £219k surplus, a reduction of 

£634k. Key areas of change:  
• £687k – higher contribution to repairs  
• £313k – higher rental garage and other rental income  
• £1m – higher revenue contribution to capital investment 
• £521k – realignment of cost of borrowing  
• £219k – lower supervision & management costs  

 
Year 5 - 2008-09 
 
10. Detailed business plan budget not available for comparison. The medium term 

budget strategy estimated a budget surplus of £235k in 2008-09. 
 
Use of HRA Balances 
 
11. The HRA is a ringfenced account and surplus or expenditure cannot be 

transferred to or from the General Fund. Central service costs can be 
transferred between the two to cover the costs to be borne by the HRA. The 
HRA retains the surplus and funds any in year deficit should that arise.  Any 
surplus or deficit is carried forward and forms part of the accumulated retained 
balance.  

 
12. The HRA position continues to be robust with projected balances at end March 

2006-07 of £7m. The balances are generally available to meet long term 
pressures such as investing in the improvement in tenants homes to support 
the achievement of decent homes.  

 
SECTION 3 - STATUTORY OFFICER CLEARANCE 
 
   
 Chief Finance Officer  Name: Anil Nagpal 
    

Date: 7 February 2007 
   
Monitoring Officer  Name: David Galpin 
   

Date: 19 February 2007 
 



 

 4 

SECTION 4 - CONTACT DETAILS AND BACKGROUND PAPERS 
 
Contact: Carol Maduka  

Service Manager, Urban Living Finance  
020 8424 1672 

 
Background Papers:   30 year HRA Business Plan 
    HRA Medium Term Budget Strategy 
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