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This Briefing

Evidence 
base for the 
projections

Key changes 
and 

assumptions

Gaps & 
potential 

risks

Baseline

Scenarios

Options and 
choices

Key 
messages & 
next steps
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A – Evidence Base
• Current budgets
• Stock condition data

Best available data 
from the Council

• Bank of England Monetary Policy Report
Official projections, 

where available

• Intelligence from other local authorities
• Agreed assumptionsSupplemented by

Provides early warning of risks & opportunities, based on what we 
know now

HOUSING FINANCE ASSOCIATES

B – Key changes since February 2024

Budgets

Capital programme

Right to buy changes

Government policy on social rent increases

HOUSING FINANCE ASSOCIATES
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B – Rent assumptions
• CPI +1% increases until 2030/31
• CPI-only rent increases from 2031/32Rent increases

• 247 units re-let at formula rent in 2024/25
6.1% of stock re-let at 
formula rent each year

• Void loss maintained at 1.26% over the long term
• Rent loss from bad debts continues at budgeted levelsRent loss

No use of rent 
flexibility

HOUSING FINANCE ASSOCIATES

B – Right to Buy
RTB sales affected by 

announcements in the 
October 2024 Budget

Influx of applications by the 
21 November deadline

Sales from 2026/27 are 
likely to drop to historic 

levels

Impact on receipt 
levels

Receipt per unit will rise as a 
result of the reduction in 

RTB discount levels

Allowable debt receipts likely 
to disappear

Overall receipt levels likely to 
be lower

Awaiting results of 
Government consultation

Sales continue 
throughout 
projections

20 units pa in 2024/25 and 
2025/26

14 units pa from 2026/27

Steps taken to avoid 
interest penalties

Receipts unused after 5 
years are granted to an RP

HOUSING FINANCE ASSOCIATES
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B – New Stock

Reflects 
modest 

development/ 
acquisition 

expectations

11 new 
dwellings 
between 

2024/25 and 
2029/30

All units for 
social rent

Part-funded 
by retained 
RTB receipts

HOUSING FINANCE ASSOCIATES

C – Gaps & Potential Risks
•Stock condition data is being updated and may change investment required
•Shortage of specific data on decarbonisation, so an allowance has been used
•Total costs per unit are representative, but may change

Capital investment costs

•Treatment of Right to Buy receipts has still to be confirmed
•Decarbonisation requirement
•Available funding

Lack of certainty around 
future National policies

Further details expected following government consultations

HOUSING FINANCE ASSOCIATES
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£000 HRA use of Resources

MRR RTB Receipts (Excl 141) RCCO
Capital Reserves RTB - 141 Receipts Other Capital receipts
Capital Grant Revenue Reserves Borrowing
Total HRA Capital Programme
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£000 HRA Capital Programme

Major Works Decarbonisation Disabled Adaptations

Environmental Improvements Compliance Costs Other Capital Expenditure

New Build & 141 Replacements

D – Baseline
Capital programme Capital financing

Allowance for 
decarbonisation 

works

Relies on 
borrowing

Assumes full use 
of HRA capital 

receipts

Investment in existing stock

Modest 
development/ 

acquisition 
programme

Full use of Major Repairs 
Reserve

Use of revenue contributions 
to help minimise borrowing
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£000 HRA Balances
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£000 Peak Debt: £349.570m in 2053.54

D – Baseline
HRA-related debt HRA balances

Balances used to 
reduce debt 

over the 
medium term

Minimum 
balance  

maintained until 
2047/48

Peak debt occurs at the end 
of the period

HOUSING FINANCE ASSOCIATES

Balances used for capital 
programme and to repay debt

Deficit grows to £11.196m by 
2053/54

Balances  
increase over 
medium term 

budget

Debt rises to 
deliver long 
term stock 
investment

HRA in deficit from 2049/50
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Interest Cover

Interest cover ratio Interest Cover Indicator
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Operating Margin

D – Baseline
Affordability Operating margin

Costs per unit 
rise faster than 
rents over long 

term

Improves when 
income grows 

faster than costs

Performance starts at a good level, 
indicating low operating costs

Performance drops below affordable 
level from 2045/46

Performance 
drops when 

rents increase at 
CPI only

HOUSING FINANCE ASSOCIATES

Strong peak 
performance

Debt rises, increasing costs faster than 
income

D – Baseline
Baseline is affordable for 

much of the period

Modest 
development/ 

acquisition 
programme

Representative 
investment & 

decarbonisation 
costs

Borrowing rises 
throughout to deliver 

new homes and required 
stock investment

Interest cover 
reduces after 
medium term

Position becomes 
unaffordable from 

2045/46

Affordability reduces 
when:

Borrowing goes up

Costs increase 
without funding

Interest rates 
increase

Income or funding 
is lost

Affordability increases 
when:

Borrowing reduces

Income or funding 
rises

Costs reduce

HOUSING FINANCE ASSOCIATES
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E –Decarbonisation Impact

Reduced decarbonisation allowance

Remove £12k “top-up” 
decarbonisation 

allowance per dwelling

All other assumptions as 
Baseline

Illustrates impact of 
potential 

decarbonisation 
requirement
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£000 HRA CFR

0. Baseline A. Remove additional decarbonisation

E – Decarbonisation Impact –
HRA Debt

HOUSING FINANCE ASSOCIATES

Significantly lower debt levels
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% Interest cover ratio

0. Baseline A. Remove additional decarbonisation Interest Cover Indicator

E – Decarbonisation Impact –
Affordability

HOUSING FINANCE ASSOCIATES

Debt becomes unaffordable from 2052/53Debt levels are more affordable
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£000 HRA Balance

0. Baseline A. Remove additional decarbonisation

E – Decarbonisation Impact –
HRA Balance

HOUSING FINANCE ASSOCIATES

Minimum HRA balance maintained 
throughout

15

16

Page 170



Tamworth HHAB Briefing - HRA Projections 13/02/2025

E – Impact of tenant priorities

1 •Reduce corporate charges to the HRA by 10%

2 •Introduce rent flexibility for new lettings

3 •Improve recovery of service costs

4 •All three measures, combined

HOUSING FINANCE ASSOCIATES
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£000 HRA CFR

0. Baseline 1. Reduce Corporate Charges 2. Introduce Rent Flexibility from 2026/27 3. Recover Service Costs 4. Combined Tenant Priorities

E – Tenant priorities – HRA Debt

HOUSING FINANCE ASSOCIATES

All options help to reduce 
projected debt levels

Combining actions lowers 
debt the most

Introducing rent flexibility has 
the single biggest impact
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% Interest cover ratio

0. Baseline 1. Reduce Corporate Charges 2. Introduce Rent Flexibility from 2026/27

3. Recover Service Costs 4. Combined Tenant Priorities Interest Cover Indicator

E – Tenant priorities – Affordability

HOUSING FINANCE ASSOCIATES

Implementing rent flexibility has the 
largest individual impact

Combining actions has the strongest 
impact on affordability

Reducing corporate charges has the 
smallest individual impact
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£000 HRA Balance

0. Baseline 1. Reduce Corporate Charges 2. Introduce Rent Flexibility from 2026/27 3. Recover Service Costs 4. Combined Tenant Priorities

E – Tenant priorities – HRA Balance

HOUSING FINANCE ASSOCIATES

Combining actions almost keeps HRA 
in balance for the whole period
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E – Scenarios – Summary

Decarbonisation 
investment is a 

key cause of the 
higher 

borrowing levels 
required by the 

HRA

Tenant priorities 
improve Baseline

Interest cover 
improves after 
medium term

Debt still rises 
throughout

Position becomes 
unaffordable slightly 

later

Further action 
required to safeguard 

financial capacity

Capacity still 
constrained for

Accommodating rising 
standards

Meeting other 
emerging pressures

Covering potential 
risks

Case to be made

HRA must work within 
its financial capacity

Further mitigating 
action required

Decarbonisation 
restricts new homes 

and other investment

Decarbonisation 
requires additional 

support

Authority needs 
to balance long 

term 
requirements

New homes

Stock investment

Decarbonisation

HOUSING FINANCE ASSOCIATES

F – Options for Discussion
Trade-off 
between

Development

Stock investment

Decarbonisation

Debt appetite & 
affordability

Short term

Medium term

Long term

Long term 
strategy

Optimise revenue 
position to maximise 

capital capacity

Attract and generate 
capital resources

HOUSING FINANCE ASSOCIATES
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F – Choices that Improve the Position
•Investigate options for reducing costs further over the medium term
•Ensure service charges recover service costs
•Introduce rent flexibility when re-letting a social rent home

Improve revenue 
performance

•Consider allocating more resources to finance the HRA capital programme
•Dispose of under-performing or high value assets to maximise receipts
•Seek additional funding

Reduce borrowing

•Take a cautious approach to developing and acquiring new stock
•Consider a mixed tenure approach to new homes
•Require payback within 30 to 40 years and a positive NPV across the programme

Set and deliver strict performance 
requirements for new development

A combination of these measures should be used

HOUSING FINANCE ASSOCIATES

G - Key Messages
The authority’s HRA is in an affordable for most years into the long term

Performance is impacted by heavy reliance on borrowing

Priority actions identified with tenants start to address the issue

The authority needs a medium term plan to continue improving the position

Make the case for national policies that support the HRA

Seek resources to help finance the costs of decarbonisation.

HOUSING FINANCE ASSOCIATES
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G – Next Steps
Treat the HRA as a long-term business

Minimise operating costs while maximising income

Set & deliver strict financial performance requirements for new homes

Manage the costs of capital investment and development

Make sure additional costs and pressures are funded

Continue to refine the available data

Remain alert to the impact of changes in circumstances

HOUSING FINANCE ASSOCIATES

Glenn Smith
Director

Housing Finance Associates
glenn@housingfinanceassociates.co.uk

07974 675731
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