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1.0 Why Warwick District Council

1.1 Who we are?

Warwick District Council through its Housing
and Property Service has a 37 year track
record of delivering housing landlord and
related support services for customers.

We own and manage 6,136 properties
(5,610 homes and 526 Leaseholder), 2,029
garages and provide Lifeline services to
almost 5,000 vulnerable customers. In
terms of tenure, 70% of our homes are
general needs properties for rent, 21% are
supported housing and 9% leaseholder.

1.2 Our Unique Selling Point

The housing service is an integral part of
the wide range of services which the Council
delivers for all tenants and residents. We
therefore offer a one stop shop for all
tenancy and residency related issues that
are the responsibility of Warwick District
Council.

This single point of contact increases the
likelihood of tenant demand being met
without the need for the customer to deal
with different providers.

We co-design our services and work in
partnership with our customers to scrutinise
and improve performance through our
multifaceted engagement mechanisms.
These include the customer-led and district-

TPAS National Conference hosted by Warwick
District Council at the Sydni Centre 7 July 2011
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wide Tenant Panel, Service Improvement
Groups, Tenant and Residential Groups,
neighbourhood walkabouts and coffee
mornings.

Our political accountability and consistent
political support, gives tenants increased
confidence and trust in the delivery of
services.

We have experienced and knowledgeable
staff, managers and councillors who have
already delivered significant improvements
and are who are passionate about delivering
first class customer service.

Our success is a credit to the quality, drive,
and commitment of our staff and partners.
We are committed to delivering a high
quality service which the customer

wants and to using our capabilities and
competencies to be the housing provider of
choice for all communities. In pursuit of this
we have achieved performance levels which
are “best in class”.

We are passionate about meeting customer
demand and have put in place an innovative
Joint Venture - W2 - in partnership with
Waterloo Housing Group to increase
affordable/social housing.

We aspire to expand the housing business
(profitably) by cross selling existing services
to new markets and/or introducing new
products to existing markets.

W2

W2, a 10 year joint venture between Warwick District
Council and Waterloo Housing Group to deliver 300
affordable new homes over the next 3 years.



1.3 Our Operating

Environment

We are operating in an environment
characterised by change and opportunity.
The major impacts on the sector include:

The shortage of affordable housing
Reduction in new funding for affordable
housing

Increased need for effective treasury,
cash flow and cost management
Pressures on residents’ income and the
need to reduce fuel poverty

Initiatives to reduce carbon emissions
Changes in welfare reform and fiscal
policy

Introduction of new forms of tenancies
Opportunities to generate better value
for money from contracts

The potential for creating new alliances
and partnerships

Opportunities to diversify the business
base and cross sell services to different
markets.

Tenant Roadshow, Fallow Hill, Aprii 2011 "

1.4 Our One Purpose
The Council has one unifying purpose.

To make Warwick District, a great place to
live, work and visit, where we aspire to build
sustainable, safe, stronger and healthier
communities.

Everything we do supports this purpose. Our
focus is on delivering high quality services to
all; our existing tenants and others who may
become our tenants in the future.
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The launch of a partnership initiative between
Neighbourhood and Housing & Property Services to
deliver proactive environmental improvement services
for housing areas.




2.0 Our Strategic Objectives

2.0 Our Strategic
Objectives

Our purpose is delivered through
3 objectives:

1. Improving Services for Customers
2. Leading Differently
3. Ensuring Financial Viability

2.1 Objective 1:
Improving Services
for Customers

Customers are at the very heart of what

we do as a business and they will be

at the heart of every key decision and
improvement which is made. We will
understand the profile of our customers and
what matters to them to ensure that we
provide value.

This knowledge will also help us understand
the things we do that are not of value to

—-ﬁ

customers, and therefore provide us with
opportunities to reduce costs without reducing
service quality.

We will strive to adhere to the following
principles when delivering services to our
customers:

e To provide services that are easy to use,
accessible and presented in a way that
customers understand

e To understand the variety of customer
demands and respond by designing our
services in a way that enables this variation
to be absorbed, ensuring that individuals are
treated with fairness, respect and dignity

e To provide direct, timely feedback with
regular dialogue to reduce the need for
customers to chase up requests

e To ensure customers enjoy a positive
experience when they contact us directly or
through our partners (contractors)

e To ensure processes and systems operate
smoothly and consistently for customers,
with expertise in the right place at the right
time

e To be pro-active about communicating with
our customers and tailoring our services to
meet demand wherever possible.




Improving Services to
Customers

WARWICK 2026 VISION

Warwick District Council, a great place to live, work,
and visit, where we aspire to build sustainable, safe,
stronger and healthier communities

Leading Ensuring Financial
Differently \"AE1:11114Y
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2.0 Our Strategic Objectives

2.2 Objective 2:
Leading differently

Effective leadership is required in order to
deliver change for the business.

Our approach to leading differently is based
on the following 6 competencies:

Systems

All staff members are leaders of the system
to varying degrees. To understand the
system we will understand purpose and

the whole end to end process. We believe
that without a defined purpose we cannot
determine whether our system is performing
well, poorly, or not all.

Variation

We are committed to making best use of
data to learn, improve and to drive decision
making. Averages hide truths and therefore
we will continue to strive to understand the
variation in data, to improve performance.
We will carefully analyse data to understand
properly what it’s telling us about quality of
service provision.

Multiple Learning

Our managers will be experimenters who
lead learning; not impose control. This
will positively recognise that staff learn
best in different ways - some by watching,
reading and writing; some by hearing and
conversing; some by participation and
activity.

Psychology

Leading people requires establishing
interpersonal relationships and nurturing
these on a daily basis and encouraging
other people to do likewise. We will do this
through face to face contact, listening to
each other and respecting each other. This
will create not only a business but also a
community of people.
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Direction

We will lead with clarity of purpose about
the business we are in and we will prioritise
the delivery of services that meet our three
objectives.

Interdependencies

All of the above competencies are
connected therefore will not be delivered
in isolation as they need to be carried out
interdependently.

2.3 Objective 3:
Ensuring Financial
Viability

The environment in which we operate

is changing significantly and at an
increasingly fast pace and we face a range
of complex, interlinked challenges.

The world after the HRA (Housing Revenue
Account) subsidy system is self financing
and requires us to manage and operate as
a business.

In order to ensure financial viability we
will need to identify and reduce waste and
failure in the system.

We will get services right first time,
improve communications, and understand
customer demand.

We will:
e Deploy effective treasury management
strategies

e Strategically manage our assets to
deliver our three objectives

e Think like a business, act like a business
and be acutely aware of the bottom line

¢ Make stronger links between service
intervention and implications on the
Business Plan
Plan for the long term
Effectively manage risk of changes in
income and expenditure

e Think laterally and explore market
opportunities for growth.



3.0 Stock Investment Profile

3.1 Stock Summary
We have 5,610 tenanted properties, 2,029 garages and 526 leaseholders at 1 November

2011. Two Right to Buy (RTB) sales have been completed in 2011/12 to date.
The average rent for 2011/12 is £75.79, against formula rent of £83.50.

3.2 Condition of Our Stock

Michael Dyson Associates were appointed in April 2010 to produce a stock condition survey.

This was further updated for the purposes of this Business Plan in October 2011.
In summary the Stock Condition Survey Report stated that:

'‘The stock was found to be in reasonably good condition and appears to have benefitted
from a proactive maintenance regime, especially in relation to kitchens where over 58%
of the stock is deemed not to require a new kitchen for at least 15 years...”

The October 2011 stock is broken down in Table 1 below as per the current major repair
allowance categories, along with detail of the number surveyed.

Category Stock No. % of Stock Survey Sample
Pre 1945 small terrace houses 208 4 66
Pre 1945 semi-detached houses 370 7 73
All other pre 1945 houses 261 5 70
1945-64 small terrace houses 112 2 53
1945-64 large terr, s-det & det Hses 707 13 76
1965-74 houses 122 2 51
Post 1974 houses 328 6 72
Non Traditional houses 400 7 74
Pre 1945 low rise (1-2 storey) flats 27 0 17
Post 1944 low rise (1-2 storey) flats 888 16 76
Medium rise 1,159 21 103
High rise 358 6 69
Bungalows 670 12 79
Total 5,610 879

Table 1: Stock Profile

The survey was based on a 15.6% sample of stock as well as data on works that have been
completed recently.

Michael Dyson Associates were reappointed on 3rd October 2011 to further validate the
stock condition survey based on latest costing, updated life cycles and new stock condition
information.

HOUSING BUSINESS PLAN 2012-2042 | 9
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3.0 Stock Investment Profile

The average capital expenditure for each property over 30 years equates to £31,524.
Table 2 is broken down over the key areas. The composition and reasoning behind the costs
for key headings is given below.

Catch Up Repairs

These total £826,060 with no single
significant area. Most of these will be
covered within our normal planned
programme of works.

Planned Maintenance

This covers the main areas of decent
homes expenditure. The average 30 year
cost per unit of £31,524 was considered
by Chartered Institute of Housing (CIH) as
slightly higher than expected benchmarks,
but demonstrates a more realistic
approach to lifecycles of key components.

Unaccounted Decent

Homes works

There are relatively small items not
included within planned maintenance to
ensure the latest decent homes standard
is met regarding insulation.

Telecare Services Association Platinum Award.
We are one of 12 national organisations to have
achieved platinum status.

Contingent Repairs
These are works that are anticipated as a result
of visible subsidence and roof structure failures.

Disabled Adaptations

This is derived from current budgets and will
be reviewed as part of our Asset Management
Strategy.

Environmental Improvements
(Estate Works)

An estate specific environmental/impressionistic
survey was carried out highlighting the areas
that required the most attention. An annual
provision of £94,500 has been made for this.

Environmental Improvements

(Tenant Participation)

This is an annual budget of £52,500 provided to
the Tenant and Resident Association to be spent
on projects of their choice.




4.1 Self Financing

In November 2011 Parliament confirmed
through the Localism Act that self financing
will go ahead on 1 April 2012.

The draft debt settlement from CLG
(Department of Communities and Local
Government) for Warwick District Council
was £136.8m. There is additional borrowing
headroom of £13.8m available within our
debt cap of £150.6m. The final settlement is
expected around 26 January 2012.

Our current financial model provides
sufficient resources to repay the debt by
year 20 and the ability to meet our stock
condition survey investment requirement
and projected revenue costs. In reality
treasury management considerations mean
that the debt will be physically repaid in the
30 years life of the Business Plan.

4.2 Investment
Opportunities

The Business Plan has the financial capacity
to deliver an additional £1m of investment
per year within the financial envelope of the
repayment strategy for the initial loan facility
of £136.8m. This would be notwithstanding
any additional borrowing which the Business
Plan might take within its borrowing limit.
This opportunity would assist in delivering
our Local Plan ambitions.

£1m per year could deliver on average

8 homes (£125,000 build costs per unit
assuming no Government grant) per year, or
236 over the planned period. This resource
could also be used to improve services and/
or increase standards of existing homes to
reduce fuel poverty.

Achieving 2nd place in the 2011 ARCH (Association
of Retained Council Housing) award in ‘the excellence
in participation’ category for putting Tenants and
Leaseholders at the heart of service improvement

12 | HOUSING BUSINESS PLAN

4.3 Financial Assumptions

We have developed a financial model that
projects the HRA and capital position for the
next 30 years under a self-financing system.

The model uses the initial 2012/13 budgets
and capital programme as a base position,

with the latest stock condition survey used

to forecast future repairs and maintenance
expenditure.

The model then uses a series of assumptions
for RPI (Retail Price Index) and real inflation
factor additions to the base costs. There are
exceptions to these and they are covered in
each section below:

RPI is estimated at 2.5% throughout the
model.

Income/recharges for the following non

dwellings increase at RPI only;

e (Garage Rents

e Other Income (including commercial
properties)

e Licences

e Contribution from the General Fund
towards grounds maintenance).




Allowances for voids have been made in

the initial budgets and no shop sales are
expected for the purposes of this modelling.
The plan assumes that in the first 10 years,
garage units will reduce by 216 to allow for
redevelopment opportunities. The plan does
not assume any capital receipts for these
sites however the rental income is reduced
accordingly. The updated asset management
strategy will review any potential for
redevelopment of these sites at a future
date.

As Supporting People grant income is likely
to reduce, the Business Plan assumes a
6.25% reduction per year and no grant from
year 11 of the plan onwards.

General Management and Special (Service)
costs are modelled with 0.5% real inflation
above RPI to provide a small contingency
against unforeseen cost increases. These
could include increases to employer pension
contributions, pay awards and supplies and
services increasing above general inflation.

Other Management costs detailed below
increase at RPI only;

e Rates

e Debt Recovery

e Other Expenditure

The void rent loss target is set at 1.08%
to be prudent.

Due to the likely effect of the changes to
the Welfare system and the introduction
of Universal Credit, bad debt provision is
estimated at a future level of 2.87% from
2012/13. In addition, income collection
costs have also been increased by
£110,000 per year.

Right to buy (RTB) sales are estimated at
508 over the life of the Business Plan. This
is based on central Government forecasts
contained within the November 2011 debt
settlement calculation. The Business Plan
projections for RTB sales do not assume

receipts are retained to repay the debt
linked to the properties sold. However, early
indications from the Government are that
Local Authorities would be able to retain the
appropriate element of capital receipts from
a RTB sale equivalent to the associated debt
for that property.

The Business Plan also retains 100% of
capital expenditure associated with any

RTB property and 50% of revenue. No
dwelling stock disposals or demolitions are
planned other than initial plans to redevelop
Fetherston Court. It is estimated 216
garages will be demolished over the first

10 years of the plan to allow the land to be
used for the Joint Venture - W2.

Responsive, Cyclical and void maintenance
expenditure is forecast in the long term at
£765 per dwelling per year, with a 0.5%
real increase to provide a small contingency
against costs increasing above general
inflation.

The capital expenditure is derived from the
stock condition output profile as identified

in Table 1: Stock Profile. The existing capital
programme for 2012/13 is input as year 1 of
the model.

Currently the Major Repairs Reserve (MRR)
opening balance projection for year 1
(2012/13) of the plan is £0.7m.

The MRR is used to fund capital works, with
revenue contributions from the HRA used to
fund any shortfall.

The stock condition survey allows for capital
salaries of £262,500 per year until year 26
of the plan when this increases to £315,000
to manage the significantly increased
workload identified.

We have provided for a real increase of

0.5% to allow for costs increasing above
general inflation for all capital costs.

HOUSING BUSINESS PLAN | 13



4.0 Self Financing & The Financial Strategy

4.4 Rent Policy

Rent Restructuring was introduced by

the Government in 2002/03, with the
intention of bringing all social housing
rents into line with each other, so that
similar sized properties within a particular
area should cost the same regardless

of who is the landlord. The aim of rent
restructuring was, initially, to achieve

this convergence by 2012. The latest
determination assumes convergence

by 2015/16. Since its introduction, rent
setting for all social housing has been
governed by the application of a prescribed
national formula, designed to achieve this
convergence.

Rent restructuring is deliberately designed
to be a gradual process preventing the
possibility of the desired parity in rents
only being achievable through unaffordable
rent increases. Actual average rent levels
will therefore be below the Formula

Rents in any given year until at least the
projected convergence in 2015/16. The
policy also provides for a system of ‘caps &
limits’, designed to ensure that individual
property rents do not rise at a rate
significantly above the average, minimising
the risk of rents becoming unaffordable for
individual tenants. The application of these
caps and limits lowers the actual average
rents charged.

Current rents are set to attempt to
converge to formula rents by 2015/16.
However due to caps and limits, there is a
gap of £7.70 between actual and formula
average rent, this is achieved for only
around 43% of our properties by this date.
95% will reach formula rent by 2018/19
on current projections. The reason we

will not achieve convergence is firstly that

Quarterly tenants magazine first launched in 1996.
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annual rent increases are limited to RPI
plus 0.5% plus £2 and secondly for the
larger properties our formula rents would
be higher than the absolute cap imposed
by Government. The estimated RPI in the
model is 2.5% throughout except for the
2011/12 rental calculation where 5.6% has
been used to reflect current RPI values.

The Business Plan will be presented to
Members on an annual basis during the
rent setting process to enable Full Council
to make informed decisions regarding the
implications of rent setting decisions.

As part of the annual rent setting process,
the implications of the following need to be
considered:

Inflation

Reduction in capital and revenue costs
Sale of homes

Ring fencing and recycling of right to buy
receipts into the Business Plan.

The Council has total discretion over
the setting of garage rents as these are
unaffected by the rent restructuring
guidelines.

The Business Plan currently assumes that
garage rents would increase by RPI.

ISSUE 68 - AUTUMN 2011
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4.0 Self Financing & The Financial Strategy

4.5 Business Plan Evaluation

This plan has been independently validated by Chartered Institute of Housing as well as
advice from Treasury Management consultants Sector. The validation process has also
included a peer challenge session with Hull City Council.

The graph below represents the projected in-year cash flows for the HRA and closing balances
under self-financing:

-===]n-Year Cashflow
- HRA Balance

Graph 1: HRA Balances and In-year Cashflow (Self Financing)

The HRA business plan projects a healthy position for the HRA, allowing all debt to be
repaid within 30 years. Additional balances are predicted as shown above, which would
enable the council to meet any new requirements that may arise in future, with any
remaining balance available to fund any other investment options.

HOUSING BUSINESS PLAN 2012-2042 | 15



4.0 Self Financing & The Financial Strategy

All capital expenditure identified in the stock condition survey is met, as demonstrated in the

graph below:
£40 -
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Graph 2: Capital Need and Availability (Self Financing)

Again the capital is fully funded by the depreciation charge and revenue contributions from
the HRA. No additional borrowing is required to meet currently forecast capital expenditure
requirements from the gap between current and capped debt limit.
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4.0 Self Financing & The Financial Strategy

To best demonstrate the viability of the plan we have shown below the HRA debt graph
starting from its initial position of debt take-on of £136.8m; Year 1 being 2012/13:

- = Debt Cap

Fastest Possible Debt Repayment

Graph 3: HRA Debt under Self Financing

This demonstrates that the debt could be repaid as early as year 20 if all uncommitted

HRA resources were used to repay the loan. This is based upon the expenditure necessary
to maintain our current stock, no aspirations have been built in, for example building new
houses or additional improvements to existing houses. In addition committing to the fastest
potential debt repayment would leave little contingency for any issues or new requirements
that may arise throughout the business plan, increasing risk.
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4.0 Self Financing & The Financial Strategy

Graph 4 illustrates the recommended strategy which shows that the debt will be repaid in
stages over the life of the Business Plan.

= = Debt Cap
«e+eeee Jllustrative Debt
Fastest Possible Debt Repayment

Graph 4: HRA Debt under Self Financing

This illustrates that the preferred debt strategy has the capacity to deliver additional
investment within the initial self financing settlement. In addition it provides further resilience
to manage variances in the Business Plan assumptions.
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4.0 Self Financing & The Financial Strategy

4.6 Scenario Analysis

In the table below we have identified the likely effect of some example sensitivities on the

self-financing plan:

Factor

Base

Alternative

Notional balance Minimum Years

Projection Values after 30 Years to provide for
£million all Debt

Base Projection £67m 20

Debt Settlement £136.8m £146.8m £40m 22

£156.8m £13m 24

£176.8m £44m debt 36

Interest on Debt 3.5% 3.0% £81m 18

4.0% £51m 21

5.0% £10m 24

6.0% £57m debt 39

RPI Inflation 2.5% 0.0% £17m debt 39

1.25% £23m 22

5.0% £185m 15

RTB Sales over 30 years 508 0 £137m 18

254 £102m 19

762 £32m 21

RTB Receipts used to pay off debt nil £10k each £79m 19

£20k each £90m 18

Supervision & Management +0.5m £30m 22

£ increase +1.0m £8m debt 32

Revenue Repairs & Maintenance RPI+0.5% RPI +0% £88m 19

real % increase above RPI RPI +1% £44m 21

RPI +3% £74m debt never

Capital Expenditure RPI+0.5% RPI +0% £117m 18

real % increase above RPI RPI +1% £12m 21

RPI +3% £149m debt never

Additional Capital Works starting none +0.5m £31m 22

year 2 +1.0m £5m debt 32

+1.5m £42m debt 40

Bad Debts from 2013/14 onwards 2.87% 1.44% £92m 18

with welfare changes 4.31% £42m 21

5.74% £16m 22

Void Rates 1.08% 0.54% £77m 19

2.16% £47m 21

3.24% £28m 22

No. of Garages Demolished to 216 0 £68m 20

ggﬁ\élr?\?asland for development 432 £67m 20

Rents are set lower than the Rent No 5% lower £21m debt 35

Restructuring Rents expected by 10% lower £113m debt never
Cental Government

Current+RPI £148m debt never

Table 3: Sensitivity analysis of key and individual financial assumptions
HOUSING BUSINESS PLAN 2012-2042 | 19




5.0 Key Risks

Factors

Base
Projection

Alternative
Values

Notional
balance 30

Years

£million

Years taken
to provide
for all Debt

Base Projection £67m 20

Debt Settlement £136.8m £146.8m £21m 23
Interest on Debt 3.5% 4.0%

Revenue & Capital Repairs & Maintenance RPI+0.5% RPI+1.0% £11m debt 35
real % increase above RPI

RPI Inflation 2.5% 1.25% £40m debt never
Revenue & Capital Repairs & Maintenance RPI+0.5% RPI+1%

real % increase above RPI

Bad Debts from 2013 /14 onwards 2.87% 4.31% £22m 22
Void Rates 1.08% 2.16%

Supervision & Management £ increase +0.5m £16m debt 34
Bad Debts from 2013/14 onwards 2.87% 4.31%

Void Rates 1.08% 2.16%

RTB Sales over 30 years 508 762 £12m 22
Void Rates 1.08% 2.16%

Actual Rent set 5% lower than expected No 5% lower £46m debt 41
Bad Debts from 2013/14 onwards 2.87% 4.31%

Table 4: Sensitivity analysis of the effect of two or more assumptions

changing together

This demonstrates the viability and resilience of the self-financing plan over the range of

sensitivities highlighted above.

Table 3 shows that under self financing our HRA is very robust and resilient in the long term

regarding these key sensitivities.

We would have the resources to increase Supervision & Management Cost by £500,000 and

still repay our debt in 22 years.

As long as the settlement under self-financing is within a reasonable range of sensitivities,
our HRA business plan is fully funded and can meet all our obligations. The Business Plan will
be continuously reviewed to ensure standards remain affordable.

4.7 Preferred Treasury Management Approach

The preferred Treasury Management approach is based on repayment of debt throughout
the life of the Business Plan as opposed to repayment of the debt as early as possible or
repayment of the entire debt at year 30.
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5.0 Key Risks

The risk register attached at Appendix A
evaluates the key risks and mitigations. It
contains reference to Government proposals
for welfare reform and right to buy.

5.1 Welfare Reform

There are two aspects of the reforms that
have the potential for a significant impact on
the HRA:

In the majority of cases Universal Credit
benefits will be paid directly to claimants and
not to the HRA, which has implications for
collection costs as well as for arrears and bad
debts.

These implications are highly speculative at
this stage, but is likely to have considerable
detrimental impact on our debt recovery
levels & collection costs.

The consequence of this is that our
allocations policies are not aligned to the
Benefit changes and will need to be reviewed
in the light of these changes. It is likely that
this will mean that the balance between
what is and what is not popular in terms of
our housing stock will change with smaller
properties gaining favour over larger ones.

. .L . --. g B
B o D e, =

»,

s ed est

=

This may mean the larger properties
become unviable as a consequence over
the longer term.

5.2 Right to Buy

To help more people realise their aspiration
of home ownership, and to increase
investment in further affordable housing, the
Government proposes to raise Right to Buy
discounts to make them attractive to tenants
across England.

The Government will boost discounts to
affordable levels and the money from extra
sales will be invested in enabling landlords to
pay towards the existing housing debt and
build new housing for affordable rent.

At the time of writing, the Government has
proposed to consult on appropriate levels

of discount which could roughly double the
current average discount. The proposals
include Right to Buy receipts first being

used to meet debt on additional properties
sold, then to meet Treasury and council
forecast receipts, with any remaining balance
available for investment in replacement
properties.

The risk register, along with the Business Plan
will be regularly reviewed and updated on an
annual basis.

ate'-wq__jl%bbu-t at Crown Way, June 201 1 FH
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Left-Right Vice Chair, " -
Secretary and Chair - )
of the Tenant Panel - Y




For more information please contact:

Abigail Hay
Business Support Manager
Housing and Property Services

Warwick District Council
PO Box 2175
Milverton Hill

Leamington Spa
CV32 5QE

Tel: 01926 456044
Email: abigail.hay@warwickdc.gov.uk

Website: www.warwickdc.gov.uk/wdc/housing/



