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REPORT TO CABINET


20 October 2009
TITLE OF REPORT: Reform of Council Housing Finance – Response to Consultation

REPORT OF:
  Roger Kelly, Chief Executive
   

Purpose of the Report 

1. This report seeks approval for the response to Communities and Local Government in respect of the consultation on the proposed reform of the housing finance system.


Background 

2. On 21 July 2009 the Government issued a consultation paper on its long awaited proposals for reform of council housing finance and its preferred option for dismantling the current housing subsidy system.

3. The current housing revenue subsidy system can be viewed as one national account whereby councils pass their rents into a central pool and in return the Government provides management, maintenance and major repairs allowances as well as funding the interest on approved outstanding debt.  This is accounted for within the Housing Revenue Account (HRA).

4. Therefore the current system redistributes resources between councils according to estimated spending needs via the calculation of allowances and the funding of varying levels of debt & interest rates.  Gateshead, in common with most high need areas, is currently a net beneficiary from the subsidy system.

5. There has always been much criticism of the system nationally and how it prevents local accountability and investment.

6. Tyne and Wear Authorities through the Tyne and Wear Housing Partnership have been working on a collective response to present a unified and strong voice on this important national issue.

Proposal

7. The proposed response to the consultation is attached at Appendix 2


Recommendations

8.
Cabinet is asked to approve the proposed response to the consultation.

CONTACT:    Jim Farquhar Extension:  3625
PLAN REF: 3432


APPENDIX 1


Policy Context 

1.   The proposal supports priorities as outlined in Gateshead Council’s Sustainable Communities Strategy – Vision 2030 and Corporate Plan and in particular supports the priority to ensure a sustainable Gateshead by ensuring the best use of its resources.


Background

2. On 21 July 2009 the Government issued a consultation paper on its long awaited proposals for reform of council housing finance and its preferred option for dismantling the current housing subsidy system.

3. The proposals contained in the consultation paper of 21 July will not be implemented until 2012/13 unless a consensus of all councils can be reached via the Local Government Association on the sharing of HRA debt.  Given this involves negotiations on allocation of resources and extent of subsidisation a consensus is unlikely.   

4. The proposals preferred by Government in the consultation paper are:

· The annual subsidy system will be dismantled and a self-financing system introduced.  This would include a one-off national redistribution between local authorities of housing debt.  The calculation will cover a 30-year business plan period and reflect updated stock condition surveys following completion of decent homes programmes.

· Councils will retain housing capital receipts from all right to buy sales. 

5. Unfortunately, the consultation paper does not show the impact of any options on individual councils nor is there an example worked through on a hypothetical basis to illustrate exactly the working of a self-finance system. Therefore further clarification will be needed during the consultation period before the exact potential impact on Gateshead can be assessed.

6. The Government has accepted that management & maintenance allowances should be increased by an average of 5%.  Similarly it is proposed to review the level of major repairs allowance. This will involve adjustments to the formula, suggesting an average 24% increase and will also reflect stock condition surveys.

7. The consultation paper does not propose any changes to rent policy and it does not raise any concerns about affordability of rents.  However it states rent policy will be dealt with separately in the context of the 2010/11 subsidy settlement.

8. There will always be winners and losers when a system is subject to such significant change as is being proposed and both Gateshead and Tyne and Wear as a whole have tended to lose out in the past when the formula for distributing allowances has been updated.  As always the devil may well be in the detail and until firm figures are provided for individual Councils a national consensus may be very difficult to achieve.


Consultation

9.
Consultation has taken place with the Cabinet Members for Economy, Skills, Housing, and Transport.  

Alternative Options

10.
There are no alternative options being proposed.  

Implications of Recommended Option 

11.
Financial Implications - The Strategic Director, Finance confirms that there are no financial implications arising directly from this report. 
12.
Risk Management Implication – There are no additional risks associated with this proposal.
13.
Human Resources Implications   - None
14.
Equality and Diversity Implications - None

15.
Health Implications - None

16.
Crime and Disorder Implications - None
17.
Sustainability Implications - None
18.
Human Rights Implications - None
9. Area and Ward Implications - None.
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