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SUMMARY

This report is to establish agreement for additional funding to complete extra works
to meet the Decent Homes Standard and to replace heating systems that are
becoming unserviceable.

RECOMMENDATION

That the Executive approve additional expenditure and bringing forward funding
from the Housing Capital Programme, Improvement and Renewal Works, for
WDC'’s housing stock:

e £408,000 additional finance in 2009/10 to allow sufficient funds to refurbish
kitchens and bathrooms to meet the Decent Homes Standard by the end of
2010. Warwick District Council has a commitment to the Department of
Communities and Local Government to achieve this.

e £1,168,000 brought forward, spread over 3 financial years, to replace an
increasing number of failing and non-compliant back-boilers and older gas
heating systems.

REASONS FOR THE RECOMMENDATION

The Council is currently working towards the Decent Homes Standard. Earlier this
year, following a competitive tendering exercise, Housing and Property Services
changed its kitchen and bathroom contractor. The successful contractor was
chosen as being the most economically advantageous tender.

The additional funding is required to complete the planned number of 400 kitchens
and bathrooms during the 2009/10 financial year.

The recent tendering exercise has resulted in a 12% increase in kitchen and
bathroom replacement costs. The previous kitchen and bathroom replacement
contract had been priced exceptionally advantageously. In additional health and
safety requirements when working in tenants’ properties are now more onerous
than they were when the previous contract was let. Consequently costs associated
with health and safety are higher than was previously the case. The previous
contractor did submit a tender but their bid was not successful.

When one off kitchens and bathrooms are replaced under our voids programme the
costs of these replacements are charged to the kitchen and bathroom capital
budget. These are one off replacements additional to the programmed
replacements. In the last 12 months there has been an increase in the number of
kitchens and bathrooms being replaced and this has raised the expenditure on the
HRA capital budget allocation for replacement kitchens and bathrooms. It is
estimated that an additional £200,000 is needed to set against void replacements.

The gas servicing and maintenance contract for our Housing gas heating systems
was awarded to a new contractor in April 2009. The change of contractor has
highlighted problems with a large number of older heating systems.

Together with the new contractor we are carrying out a comprehensive survey of
the gas boilers installed in our housing properties. It has become clear that we
have a significant number of older boilers which contain a low level of asbestos.
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The new contractor’s safety rules prohibit the dismantling of these boilers for
servicing. It is estimated that there are 566 such boilers. It is permitted to test the
flue gasses of a boiler and pass the boiler as safe if the composition of the flue
gasses meet specified criteria. However this is only allowed for a maximum of 3
certifications, after which a physical inspection of the boiler is required.

The typical cost of replacing a gas heating system is £2,800. Therefore total cost of
replacing 566 boilers will be around £1,584,800. Splitting the programme across
the current and next two financial years will require £528,000 per year.

During the first half of the current financial year we have had to replace 100 heating
systems that could not be repaired. We anticipate that replacements will continue
at this rate and so a total of 200 systems are expected to be replaced during the
whole financial year. Replacing 200 failed systems will cost £560,000 per year.
This rate is unlikely to fall until a significant number of systems have been replaced.

The total estimated annual cost of heating replacements for the current, and next
two, financial years is £1,088,000 per year. We would expect the future cost of day-
to-day repairs for heating systems to reduce as old heating systems are replaced.

ALTERNATIVE OPTION CONSIDERED

Failure to maintain our replacement rate for kitchens and bathrooms risks failing to
meet the Decent Homes Standard by the end of 2010.

Failure to maintain the boilers in good working order would lead to housing tenants
being left without heating and hot water. Gas systems could be replaced by all-
electric systems but the capital outlay to replace a gas system with an electric
system is greater than the cost of a gas system and the running costs for the
tenants would be significantly higher.

BUDGETARY FRAMEWORK

There is sufficient funding in the short to medium term as there are currently
balances within the HRA and Housing Repairs budgets, totalling around £13m, to
cover the amount being requested. The Business Plan has been updated and there
will be no additional long term adverse effects if these proposals are adopted and
ultimately will be re-profiled to accommodate the following changes:

e Increase the 2009/10 budget for replacement Kitchens and Bathrooms from
£1,730,800 to £2,138,800, an increase of £408,000.

e Increase the 2009/10 budget for Central Heating Replacements from
£803,300 to £1,088,000. It should be noted that the current year’s budget
has already been increased from £646,000 to £803,000 by viring funds from
within the Housing Capital Programme, Improvement and Renewal Works.

e Increase the 2010/11 budget for Central Heating Replacements from
£646,000 to £1,088,000.

e Increase the 2011/12 budget for Central Heating Replacements from
£646,000 to £1,088,000.
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The business plan will also be updated with the results of the forthcoming stock

condition survey together with any changes to assumptions about future inflation,
etc. and possible implications of self-financing.

POLICY FRAMEWORK

These budget changes are critical to ensuring we meet the Decent Homes

Standard for the HRA stock by 2010, supporting the Corporate Strategy target to:
‘Improve housing services efficiency to meet the housing needs of the district.’



