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JOINT REPORT OF THE HEAD OF HOUSING AND THE HEAD OF 

FINANCE AND PROPERTY SERVICES 
 
ITEM   12 SELF-FINANCING OF THE HOUSING REVENUE ACCOUNT 
 
Purpose of Report 
To brief the Group on the key changes arising from Self-financing of the Housing 
Revenue Account so that an understanding of the opportunities and risks involved 
can inform their decision on whether further scrutiny is required. 
 
Background 
For a considerable period of time the Local Authority housing sector has been 
arguing for a fairer national housing subsidy system.  The current system was 
designed many years ago and operates through a pooling arrangement.  This system 
takes money from Councils who are assessed as being in surplus by the system, 
through “negative subsidy”, and redistributes this to Councils who are assessed as 
being in deficit by the system, through “positive subsidy”.  For many years the 
negative and positive subsidy payments were broadly equal, but latterly the system 
has moved into a net surplus position, meaning negative subsidy payers are 
contributing more to the system than is required to meet the Governments liabilities 
to positive subsidy recipients.  This has refocused the sector’s call for the system to 
be reviewed and replaced by a fairer arrangement 
 
In July 2009 Communities and Local Government (CLG) published its consultation 
document ‘Reform of Council House Finance’.  This contained a fundamental review 
of the Housing Revenue Account (HRA) and detailed the replacement of the national 
housing subsidy system with self-financing of council housing at council level.  The 
Council replied to this consultation on the basis of a report agreed by Cabinet on 
the 1st October 2009 
 
On 1 April 2012, the Government is set to abolish the Housing Revenue Account 
subsidy system and introduce self-financing for council housing. This represents one 
of the most radical reforms of public housing policy for many years, and the effects 
will be far reaching. 
 
Self-financing is intended to put all local authority landlords in a position where they 
can support their own stock from their own income.  In order to bring about this 
change, there will be a re-adjustment of each local authority’s housing debt.  This will 
give each local authority a level of debt it can support, based on a valuation of its 
council housing stock.  If the valuation is lower than the amount of housing debt 
which is currently supported through the Housing Revenue Account subsidy system, 
Government will pay off the difference.  If the valuation is higher than the debt 
supported by the Housing Revenue Account subsidy the local authority will be 
required to pay Government the difference.   
 
The Department for Communities and Local Government (CLG) has issued a policy 
document ‘Implementing Self-Financing for Council Housing’ to support the clauses in 
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the Localism Bill which will allow the abolition of the HRA subsidy system and the 
introduction of a new system of self financing. 
 
The benefits for Self Financing identified within the document are: 
 

• To give local authorities the resources, incentives and flexibility they need to 
manage their own housing stock for the long-term and to drive up quality and 
efficiency.  

 
• To give tenants the information they need to hold their landlord to account, 

by replacing the current system with one which has a clear relationship 
between the rent a landlord collects and the services they provide.  

 
Other main headlines are: 
 

• Conformation that the HRA subsidy system will be abolished and replaced 
with a system in which rents will be retained by local authorities following a 
one-off and final settlement of the current system 

 
• A national debt figure of £28.4bn allocated across around 160 authorities 

which will have stock at April 2012, based on assumptions of future rents and 
costs over 30 years. 

 
• When compared to the current level of HRA subsidised debt, this gives a 

cash receipt to the Government of about £6.5bn –which represents a share 
of future net rental receipts ‘up front’, with the remainder being retained by 
local authorities in their 30 year business plans. 

 
• Withdrawal of the previous proposal to allow right to buy receipts to be 

retained 100% locally, therefore continuing the current arrangement under 
which 75% are pooled nationally – this was originally proposed for four years 
in October’s Spending Review but now appears to apply across all 30 years.   

 
• Conformation that there will be a cap on debt at the starting level of the 

settlement; arrangements for setting the cap will take into account borrowing 
by authorities before and during the transition to self-financing. 

 
Current Position 
For Charnwood Borough Council the opening level of debt in the new system is 
provisionally confirmed as c£77.4million, with the final figure to be confirmed in 
Sept/Oct 2011.  This compares with our current debt of £2m, and a negative subsidy 
payment in 2011/12 of £4.2m.  The Council will be able to retain the entire rental 
income stream of £18 million per year to help service debt costs to fund any capital 
improvements. However, there will be an overall debt cap placed on the Council for 
the HRA and it will not be able to exceed this limit, so the amount of any extra 
borrowing to fund additional capital expenditure will be constrained by both the 
HRA’s ability to service that extra debt and the debt cap. 
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The Council is currently preparing an HRA business plan that will need to cover 
investment decisions in the Council’s stock over a 30 year period as part of the 
move to a self –financing HRA. 
 
The work is being managed through a corporate project that has recently been 
established and a project domain has accordingly been set up on the Council’s 
intranet.  The project is overseen by a Project Board. This board includes the 
Director of Housing, Planning, Regeneration and Regulatory Services who is the 
Project Executive, as well as the Support Member for Housing.  Risks will also be 
monitored through the development of this project and mitigating actions 
undertaken where necessary.  
 
Once the precise amount of the debt is known we will need to ensure that the HRA 
is able to service this debt, i.e. pay the interest each year as required, and the next 
priority will be to maintain our housing stock so that we receive the rents necessary 
to service the interest. Any remaining amounts will then be available for other items.  
We expect the financing to be very tight in the first few years after the HRA reform 
and it will take some years to before there is any appreciable headroom. 
 
In view of this it is imperative that no commitments are made beyond the end of 
2011-12 until we know the final outcome of the settlement and the 30 year business 
plan has been agreed. 
 
Officers to Contact:  Eileen Mallon 
   Eileen.mallon@charnwood.gov.uk
   01509 634662 
    

John Casey 
John.casey@charnwood.gov.uk  
01509 634810 
 

   Dave Harris  
   David.harris@charnwood.gov.uk
   01509 634780 
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http://info.charnwood.local/sites/Policy_Scrutiny_Group/20110906/Working%20Documents/Eileen.mallon@charnwood.gov.uk
http://info.charnwood.local/sites/Policy_Scrutiny_Group/20110906/Working%20Documents/John.casey@charnwood.gov.uk
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