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1.
PURPOSE OF REPORT


1.1 The purpose of this report is to seek Council approval for amendments to the Prudential and Treasury Indicators to enable the Council to borrow funds for the HRA (Housing Revenue Account) Self Financing.
1.2 Although this is essentially a technical issue, changes to the Prudential and Treasury Indicators need to be reported and approved by Council in accordance with statutory requirements.

2. BACKGROUND
2.1 The current national HRA subsidy system for Council will be replaced with a new ‘self financing’ system from April 2012.  In effect, local authorities will have to take a on a share of the national housing debt – this is already set out in statue.
2.2 In order for the subsidy system to be replaced those authorities that currently make payments to Central Government (such as Kettering) 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. 
2.3 The draft settlement for HRA self financing was announced on 21st November 2011 means that Kettering will be allocated £73.3m of the national housing debt.
2.4 Although the self-financing regime will commence on 1st April 2012, the payment to the DCLG will be made on the 28th March 2012. This has implications for the 2011/12 Prudential and Treasury Indicators as borrowing will need to be undertaken to fund the payment during 2011/12. 
2.5 The changes to enable the borrowing to be enacted require both the Operational Boundary and the Authorised Limit to be increased. The Operational Boundary identifies the probable level of borrowing and the Authorised Limit sets out the maximum level of borrowing. The current and proposed levels are summarised in table 1;
	TABLE 1

	Indicator
	Approved by Council 24th February 2011
£
	Proposed

£

	Authorised Limit


	25,000,000
	100,000,000

	Operational Boundary


	20,000,000

	95,000,000


2.6 The increase of £75m to both the Authorised Limit and Operational Boundary enables the Council to undertake borrowing for HRA self financing. It also provides some headroom should the final debt settlement which is to be announced on 28th January 2012 differs to the draft settlement. All other indicators remain unchanged from those approved by Full Council on 24th February 2011. 
2.7 Although it is sensible to amend the above prudential indicators now, according to the latest Government consultation the actual date of taking on the debt will be 28th March 2012.  The Council is working closely with our external treasury advisors to consider the financing options of securing and servicing the £73.3m of external debt.  A recommended strategy will be presented as part of the budget process to the February meeting of the Executive committee.

2.8 As per the normal budget process, the Council’s Treasury Management Policy and Strategy will be updated.  The executive will consider this at the meeting of the 15th February prior to consideration by Council on 22nd February.  Further information about the process for taking on this level of debt will be included in those reports.

2.9 Rather than waiting until February, it is considered sensible to amend the 2011/12 indicators at this meeting.  Although it is unlikely that any debt deal will be enacted much before the end of March.  Should the final detail of the scheme change the Council needs to ensure that it is in a position to move swiftly (If appropriate), the amendment of the prudential indicators at this meeting facilitates this.
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3.	RECOMMENDATIONS 





That Council approve:





The amended Operational Limits and Authorised Boundary (as set out in table 1) for 2011/12 to enable the HRA Self Financing debt settlement payment to be enacted








