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1. PURPOSE

1.1
The purpose of this paper is to inform members of the keys issues and dates as the Council prepares for the new self financing regime for Council Housing.
2. INFORMATION

2.1 The current HRA subsidy system for council housing is a national mechanism and has widely been perceived to be complex, volatile and unfair to both local authorities and their tenants and will be replaced with a new ‘self financing’ system from April 2012. 
2.2 In 2011/12 this Council will be making subsidy payments in the region of £4.5m to central Government this will then be redistributed to other housing authorities which results in rent payments leaving Kettering and benefiting other areas.

2.3 In order for the subsidy system to be replaced those authorities that currently make payments to central Government will be required to take on debt whilst those that receive subsidy will receive a payment from central government to compensate for the subsidy payments they will no longer receive. Kettering will be required to take on debt in the region of £70m, the final settlement will be known late in January 2012.

2.4 The Council has commissioned independent technical assistance to help construct and review a new 30 year Business Plan and continues to work with our retained external investment advisors (Sector) to look at available funding models / options.  
2.5 The proposed HRA reform settlement date is 28th March 2012. Between now and the settlement date a number of key tasks are required to ensure a smooth transition. These are outlined in the table below:
	Issue
	Actions
	Date

	Draft 30 year Business Plan
	Finance and Housing Colleagues to review the assumptions and viability of the 30 year business plan. 

Sector, the Councils independent investment advisors to also provide a sense check of the business plan.
	Nov 2011

	Financing the external debt.
	Sector to produce options for the Council to consider.
	Nov 2011

	Banking authorisation limits to be reviewed / amended.


	Liaison with the Bank and changes enacted.
	Nov 2011

	Pooling of existing debt arrangements.
	Sector is reviewing three options for pooling of existing HRA debt in conjunction with guidance issued by CIPFA.
	Nov 2011

	CLG Consultation on the Prudential Framework. 


	Consultation responses to proposed changes regarding capital financing regulations and MRP (Minimum Revenue Provision) for the HRA. 


	22 Nov 2011

	Issue
	Actions
	Date

	The Councils Treasury Management Strategy and Prudential Indicators will need to be amended / updated.
	Report to Full Council to amend the Treasury Management Strategy and Prudential Indicators re-aligning the authorised limit and operational boundary to ensure these are not breached when the settlement payments / repayments are transacted. 

Due to timeframes the final settlement will not be known for the Full Council meeting in December so the Council will need to allow headroom when setting these limits


	14 Dec 2011

	Draft determinations are due on 11th November with consultation through to 23rd December. 

Review impact on the sustainability of the HRA Business Plan as a result of the draft settlement.


	Officers to review draft determinations and respond to the consultation. 

Amend business plan to reflect changes in borrowing levels in conjunction with both CIH Consult, the Council’s HRA business planning consultants and Sector.
	23 Dec 2011

	Final determinations are due on 28th January 2012. 

Review impact on the sustainability of the HRA Business Plan as a result of the final settlement.


	HRA 30 year business plan and Treasury Management may need further amendment to reflect the final determinations.


	28 Jan 
2012

	Issue
	Actions
	Date

	Councils will not have the power to borrow to finance the HRA settlements until the Localism Bill is approved and the HRA Item 8 determinations are released in early 2012
	To qualify for the lower PWLB rates the Council will need to register with the PWLB between 28th Jan 2012 and 26th March 2012 which is the final day for applications. 

Variable rates will be available for the 12 month period but if replaced will not attract the beneficial rates


	Jan / Feb 2012

	HRA Reform Settlement Date
	Receipt of loan and payment to be made to CLG
	28 March 2012


2.6 
As well as ensuring that appropriate financial mechanisms are in place prior to the start of the self-financing regime, it will be necessary to prepare an Asset Management Strategy and to put in place strengthened arrangements for tenant empowerment and scrutiny of the HRA. 
3. RECOMMENDATION

3.1 That the Monitoring & Audit Committee note the implications and work being undertaken in respect of Self Financing for Council Housing. 
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