
 

 

 
 

 
Policy Committee Decision Report 
Title of Report:   Housing Revenue Account (HRA) Business Plan  

2025/26 

Date of Decision:   22 January 2025 

Report To:    Strategy and Resources Policy Committee 

Report Of:     Ajman Ali, Executive Director, Neighbourhood Services 

Report Author:   Chris Ellison, Interim Director of Housing 

Executive Summary:   

The report sets out the 2025/26 Housing Revenue 
Account (HRA) Business Plan. Each year the HRA 
Business Plan is reviewed and updated to set budgets 
and charges for the year ahead and to provide an 
updated 5-year plan and 30-year affordability profile.  

The purpose of this report is to provide the Strategy and 
Resources Policy Committee with an update on the 
current national and local housing context, regulatory 
requirements, the priorities for Committee to action 
alongside capital and revenue spending plans for 
2025/26. The Housing Policy Committee will be 
responsible for overseeing the scrutiny and, delivery of 
those plans on behalf of the Council housing tenants in 
Sheffield. 

The HRA Business Plan is included as Appendix A to this 
report. It provides a more detailed analysis of the current 
operating environment, the priorities for the HRA over the 
next 12 months and an overview of revenue and capital 
spending proposals over both the 5 and 30-year life of the 
Business Plan. 
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Council Plan outcomes:   

A place where all children belong and all young people can build a successful future 

Great neighbourhoods that people are happy to call home 

Policy Committee remit:    

This report is to be considered by the Strategy and Resources Policy Committee as 
it includes the following corporate functions and responsibilities of the Council as 
Local Housing Authority within its remit. 

The following functions are within the remit of Strategy and Resources Policy 
Committee: 

• Finance and Commercial Services 
• Legal Services 
• Democratic Engagement 
• Human Resources and Employee Engagement 
• Organisational Strategy, Performance and Delivery 
• ICT and Digital Innovation 
• Information Management 

The following corporate responsibilities are within the remit of the Strategy and 
Resources Policy Committee: 

• Cross-cutting responsibility for development and submission to Full Council 
for adoption of the Budget and Policy Framework 

• Providing strategic direction to the operation of the Council by developing and 
recommending the Corporate Plan (including determination of the priorities 
set out therein) to Full Council and making decisions on cross-cutting policies 
and practice where such decisions are not reserved to full Council 

• Responsibility for decisions on any commitments to funding in future years not 
covered within the Council’s medium term financial plan 

• Responsibility for any issue identified as being of significant strategic 
importance or financial risk to the Council (which is considered to be by its 
nature cross-cutting) 

• Responsibility, including referral to another Policy Committee for 
consideration if appropriate, for any policy matter not otherwise allocated to a 
Committee 

• Lead responsibility for complaints including monitoring of complaint handling 
performance 

• Considering reports which an Ombudsman requires to be published by the 
Council where it is proposed that the Council take the recommended action 

Does the report contain confidential or exempt information? [No]  
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Recommendations:  

It is recommended that the Strategy and Resources Policy Committee recommends 
to the meeting of the City Council on 5 February 2025 that: 

1. The HRA Business Plan report for 2025/26 and the HRA Business Plan 
commitments for 2025/26 as set out in Appendix A are approved 
 

2. The HRA Revenue Budget 2025/26 as set out in Appendix A is approved 
 

3. Rents for all council dwellings are increased by 2.7% from April 2025 in line 
with the Regulator of Social Housing’s Rent Standard of September 2024’s 
Consumer Price Index (CPI) + 1% 
 

4. Rents for temporary accommodation are increased by 2.7% from April 2025 
 

5. Garage rents for garage plots and sites are increased by 2.7% from April 2025 
 

6. The sheltered housing service charge is increased by 1.7% from April 2025 
 

7. The burglar alarm charge is increased by 1.7% from April 2025  
 

8. The furnished accommodation charge is increased by 1.7% from April 2025 
 

 

 

 

Financial Implications: [Yes/No] [Approved by: Paul Foster] 

 

Legal Implications: [Yes/No] [Approved by: Rebecca Lambert] 

 

Equality and Engagement Implications: [Yes/No] [Approved by: Bashir Khan]  

Full Equalities Impact Assessment completed with EIA number: 2899 covers the 
impact of the increases in rent and charges. This is the main planning assumption for 
this report. Individual EIAs have also been completed for other savings and pressure 
proposals. 

Climate Change Implications: [Yes/No] [Approved by: Leila Gunnewicht] 

 

Background Papers:  None  
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Appendices: Appendix A – HRA Business Plan and Financial 
Appendices 2025/26 

 Appendix B – Summary of Tenant Consultation 

 Appendix C – Equalities Impact Assessment 

 Appendix D – Social Housing Value Asset Data 2023-24 

1. Background 
 
1.1 The Housing Revenue Account (HRA) is the financial account of the 

Council as a landlord. It is ringfenced in law for the income and 
expenditure in respect of council housing and housing land and certain 
activities in connection with the provision of council housing only. Other 
council services are funded through council tax and central government 
support which benefits all citizens of Sheffield regardless of tenure. 
 

1.2 This HRA Business Plan report sets out how the estimated £187m 
income, predominately from tenant rents, will be spent on delivering 
repairs, capital improvements and tenant services to more than 38,000 
council homes across the city during 2025/26. 

 
1.3 Each year the HRA Business Plan is reviewed and updated to set budgets 

and charges for the year ahead and to provide an updated 5-year plan 
and 30-year affordability profile. 

 
1.4 The review of the HRA Business Plan is a dynamic process which reflects 

the Council’s ambitions to be an excellent landlord. This is not just 
something that we undertake once a year but is part of an ongoing 
dialogue with tenants and residents to identify investment and service 
priorities that will improve the quality of homes and tenant services 
provided. 
 

2. Proposal – HRA Business Plan 2025/26 
 

2.1 The HRA Business Plan operates within a political and economic 
environment therefore changes in both national and local policy can have 
a major impact and influence the plan. This year, there are several factors 
impacting the plan, some of which present various challenges including 
additional financial and operational delivery pressures. Ensuring the 
business plan remains sustainable and viable whilst meeting and 
maintaining regulatory compliance and expectations will be vital. 
 

2.2 The key factors impacting the plan this year include the implementation of 
a new set of Consumer Standards by the Regulator of Social Housing 
(RSH) alongside the Building Safety Act (2022) and the additional 
Regulators created as a result which set out the required outcomes and 
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expectations social landlords are expected to deliver; compliance 
requirements from both Building Safety and Fire Safety Acts and 
increasing demand on council housing services as a result of customer 
changing needs, demographics and living circumstances. 
 

2.3 Factors such as those highlighted above, mean there are additional 
operational delivery and cost pressures on the HRA this year. This is 
alongside other factors that have previously and continue to impact the 
Business Plan, such as high inflation rates which have resulted in 
increased construction and material costs. Annual growth in the 
combined Building Cost Information Service (BCIS) and Association of 
British Insurers (ABI) House Rebuilding Cost Index was 2.7% at the end of 
2023, compared to 19.4% at the end of 2022. However, prices still haven’t 
returned to the level they were before the recent string of crises which 
have included Covid-19, the invasion of Ukraine and conflict in the Middle 
East. Indeed, the House Rebuilding Cost Index was 40% higher in 
January 2024 than it was in January 2020. So, although annual inflation 
has come down on the materials side, the price of many resources 
remains high. 

 
2.4 Increased investment is essential for repairs and capital improvements to 

ensure that our homes meet the Decent Homes Standard, as well as to 
align with the outcomes and expectations outlined in the Safety and 
Quality Standard. Compliance with building and fire safety regulation also 
falls under this standard, therefore crucial investment in this area will 
remain a priority for the Business Plan in 2025/26.  
 

2.5 Government have indicated that they are likely to consult on a proposed 
new Decent Homes Standard in 2025. It is expected that a new Decent 
Homes Standard will introduce additional requirements relating to the 
state of repair of homes, new requirements on damp and mould, and new 
requirements regarding the safety and security of homes. Increased 
legislation is also expected for damp and mould, meaning damp and 
mould hazards being investigated and remedied to set timescales. 
Government have also indicated plans to introduce minimum efficiency 
standards for social rented sector homes that could require social homes 
to meet Energy Performance Certificate (EPC) C or equivalent by 2030. 
Further details are expected in 2025, but it is likely that further investment 
will be required in this area to help improve energy efficiency of homes. 
Around 83% of our council homes currently meet the EPC rating C or 
above. Through the Warm Homes Social Housing Fund wave 3 bid, a 
further 1,749 homes are planned to improve to EPC C. The Asset 
Management Strategy currently in development will set out a plan to 
address the remaining 4,728 homes by March 2030. 
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2.6 The demand for council housing is rising due to shifting demographics and 
individual circumstances such as economic factors, population growth, 
and changes in family structure. As a result, housing services must adapt 
to meet these changing needs. This may include expanding services for 
vulnerable groups, improving accessibility, and ensuring a sufficient 
supply of affordable housing options. The Council’s new 10-year Housing 
Strategy, approved in October 2024, sets out the Council’s longer term 
housing ambitions, taking into consideration changes to the national 
housing landscape. The HRA Business Plan 2025-26 will help to support 
the vision and ambitions of the new Strategy.   

 
2.7 Income into the HRA is predominately through dwelling rents. The RSH’s 

Rent Standard determines our ability to set rents with the maximum being 
capped at September’s Consumer Price Index (CPI) + 1%. In November 
2024, the Government launched a consultation around the future Rent 
Standard, proposing to set a rent policy for at least 5 years from 2026-
2031. This should bring more certainty for our planning assumptions for at 
least the next 5 years.  

 
2.8 Previous high inflation rates, particularly in relation to building and 

construction costs which impact the investment and repairs costs to our 
residents' homes and have resulted in HRA income not keeping pace with 
rising costs. This has made it increasingly challenging for the Council to 
effectively manage and maintain homes. Although lower inflation levels 
are anticipated for 2025-26, leading to a smaller increase in rental income 
compared to the previous year, the lasting effects of higher inflation from 
previous years remains. 

 
2.9 The HRA is facing a very challenging financial position. Pressures 

impacting the HRA in 2025/26 total £15.5m. These pressures will impact 
on the ability of the HRA Business Plan to remain affordable over the 
course of the 30-year business plan.  

 
2.10 Whilst £7.3m of mitigations have been found, it is proposed to reduce 

the contribution the revenue budget makes towards the capital 
programme by £8.2m for 2025/26 only, to allow some of the short-term 
issues such as clearing the overdue repairs and dealing with the 
additional cost of the new Housing system (Place Systems Review 
Programme) to be addressed.  

 
2.11 This contribution will then be increased again in 2026/27 when the 

results of the Stock Condition Surveys are known, and we are in the best 
position to target our investment to where this is needed most.  
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2.12 Both the Strategy and Resources and Housing Committee have 
considered the HRA pressure and savings proposals and further details of 
these can be found in the table below. 

Pressure BIP 
Reference 

£000 

Housing Service Pay Award 2.E.2, 
3.E.11, 

4.E.1, 5.E.4, 
6.E.3           1,025  

Repairs and Maintenance Service (RMS) Pay Award 3.E.10              898  
RMS additional work required to clear over due works  3.E.8           3,000  
RMS Inflation on supplies and services 3.E.12              972  
Temporary resource to deal with damp and mould backlog 3.E.5              600  
Inflationary pressure on charges into the HRA 1.E.1              375  
Increase of £1.1m in corporate charges from General Fund as part of 
the Service Level Agreement (SLA) mitigated by SLA budgets set aside 

6.E.1 
             573  

Place Systems Review Programme costs (Housing IT system) 6.E.2           2,248  
Gas Servicing Team 3.E.2              367  
Increase in Disrepair Legal Fees 3.E.3              383  
Electrical Testing to move from a 10 year to 5-year programme  3.E.4           2,700  
Fire Safety Team (FST) E.E.6              600  
Develop Building Safety Cases 3.E.7              100  
Area Maintenance Allowance Increase 5.E.1              300  
Replace existing signage within council housing blocks 5.E.2              100  
Regulatory Charges to Regulator of Social Housing and Housing 
Ombudsman 

5.E.3 
               80  

Additional staff for Gleadless Valley regeneration  2.E.1              100  
Increase in Tipping Costs 3.E.1              100  
Window Safety Improvements in High Rise Blocks 3.E.9           1,000  
Total Pressures 

 
       15,521 

  
 

  
Saving / Mitigation 

 
  

Increase in rent & service charges (2.7%) 1.C.1 -        5,117  
Income from General Fund to cover cost of Yorkshire Water 
administration 

6.B.2 
-            326  

Voids - vacant rent loss reduction 1.C.2 -        1,000  
Stop participation in ISO14001 Environment Management Standard 
Audit 

3.B.1 
-            100  

Reduced budget for Housing Employability Programme (HEP) 3.B.2 -            150  
Reduction in Legal Services Budget  4.B.1 -              75  
Increased income from leaseholder charges (Investment & Repairs) 3.C.1 -            500  
Reduce costs in relation to HRA-funded Community Buildings 5.B.1 -            100  
Reduced Contribution to Capital 1.B.1 -        8,153  
Total Savings 

 
-      15,521 
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2.13 The annual update of the Business Plan provides the opportunity to 
review our current commitments regarding service delivery and 
investment in council homes. Commitments for 2025/26 have been 
reviewed and refreshed to encompass all essential areas. This ensures 
they align with regulatory requirements and are priority areas that are 
important to our tenants. Once adopted by Full Council, monitoring 
delivery of HRA Business Plan commitments will be within the remit of the 
Housing Policy Committee. More detail of our HRA Business Plan 
commitments for 2025/26 and how we are delivering in these areas can 
be found in Appendix A to this report. 

 
2.14 Tenants have had the opportunity to feedback which of our current 

commitments are most important to them. Appendix B of this report 
includes further details of the consultation. The findings reveal that tenants 
place significant importance on issues such as repairs, damp and mould, 
neighbourhood management, and vacant property turnaround. Addressing 
investment priorities are crucial to ensure regulatory compliance and to 
ensure that we are also prioritising what is important to our tenants.  

 
2.15 The HRA Capital Investment Programme is a rolling 5-year programme 

within a 30-year affordability profile and is updated each year as part of 
the annual business planning process. The HRA Capital Investment 
Programme feeds into the Council’s wider Corporate Capital Programme 
that brings together all Council Capital Programmes. The main aim of the 
HRA Capital Investment Programme is to ensure that investment is 
targeted to achieve key priorities of well maintained, decent, safe and 
warm homes. Housing investment continues to focus on a ‘fabric first’ 
approach to protect council housing assets, meet legislative and 
regulatory requirements, to manage our ongoing and long-term repairs 
and maintenance obligations and increase tenant satisfaction with their 
homes. 
 

2.16 Key investment areas include building and fire safety, health and safety 
compliance essential works, heating and energy improvements, carbon 
reduction works, and other planned internal and external improvement 
works. The 5-year programme also includes provision for Gleadless Valley 
regeneration and our Stock Increase Programme. The 5-year programme 
has been refreshed for 2025/26, with proposed investment across the 5 
years that reflects better our immediate plans that will help to support our 
longer-term investment decisions. We plan to build or acquire an 
additional 827 homes over this period as part of our Stock Increase 
Programme. Further details of the 5-Year Capital Investment Programme 
can be found in Appendix A to this report. 

 
2.17 There is a requirement from the RSH for Registered Providers, 

including local authorities to understand their stock, how it performs and 
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how it uses multiple information sources to determine investment needs 
and priorities. In June 2024, HRA funding was approved for around 
20,000 stock condition surveys and associated stock appraisals to be 
commissioned and completed by the end of 2025/26. This work is 
essential in providing  a more accurate understanding of the condition of 
our housing stock and therefore enables us to target required investment 
to where this is needed most. This will help to inform an interim Asset 
Management Strategy in the short term and be the building blocks for a 
longer-term plan and Asset Management Strategy on how to best 
prioritise investment into our housing stock.  

 
2.18 The HRA’s Stock Increase Programme sets out our ambitions to build 

and acquire much needed new council housing. In recent years, factors 
including increased costs in construction materials and labour, inflation, 
land availability and associated costs have all had a significant impact on 
our original planning assumptions for the programme. This has meant we 
have had to review the plan and think more strategically about how we are 
able to continue to deliver the programme within existing budgets, 
alongside the other HRA investment priorities.  
 

2.19 The focus for the Stock Increase Programme to 2029 will continue to 
be on acquiring new market homes, strategic acquisitions and directly 
delivering a small number of housing sites which remain viable and that 
will continue to meet an identified need for housing in the city. This is in 
line with the Housing Growth Delivery Plan that was approved at Strategy 
and Resources Committee in December 2024. This may lead to a review 
of commitments and the release of land where sites are no longer viable 
under current market conditions. 

 
2.20 Approval of the Stock Increase Programme will be presented as part of 

the Council Capital Strategy. This may lead to a review of commitments 
and the release of land where sites are no longer viable under current 
market conditions. We will continue to maximise the use of Right to Buy 
receipts to maintain our programme of acquisitions, again to meet 
identified need. Modelling work is ongoing in this area following the 
recently announced changes to the Right to Buy scheme. 

 
2.21 The Council’s new Housing Strategy sets out the housing need and 

affordable housing requirements for the city and any gaps in provision. 
The Housing Growth Delivery Plan, outlines how the Council intends to 
influence the new-build housing market to bring about the vision in the 
Housing Strategy, utilising the sites made available for housing purposes 
in the Sheffield Plan. This will inform future discussions with the Housing 
Policy and other Committees of our housing growth ambitions throughout 
2025/26 to maximise the use of available funding alongside the HRA 
capital allocation. 
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2.22 We will maintain a viable 30-year Business Plan by managing our 

rental income and operational expenses to reinvest in existing homes and 
neighbourhoods alongside the creation of new homes. This requires a 
rigorous approach to business planning and financial management to 
mitigate the impact of the challenges from national and local policy, whilst 
delivering on our priorities.  Officers are utilising the expertise of Savills to 
provide further scrutiny and advice on the 30-year Business Plan. 

 
2.23 Ensuring a balanced HRA Business Plan over 30 years presents 

ongoing challenges. As highlighted in the previous sections of this report, 
establishing investment priorities is vital not only for regulatory compliance 
but also for aligning with what is important for our tenants. 

 
2.24 We have assumed throughout our planning that rent will increase each 

year by the amount allowed by the current Rent Standard (i.e., September 
CPI + 1%). The maximum allowable amount for 2025/26 is 2.7% which will 
result in £5.1m extra income into the HRA. A below Rent Standard 
increase would impact on the income throughout the Business Plan. For 
example, a 2% rent increase would result in a reduction of £1.2m when 
compared to the maximum allowable amount. A 1% rent increase would 
result in £3.0m less. Not increasing rent for even one year also has a 
compounding effect on future rent levels. No increase in 2025/26 could 
result in around £200m less income over the 30-year plan depending on 
future inflation and stock numbers. A reduction in the assumed income 
would mean that costs would need to be reduced to balance the Business 
Plan. Members of this Committee are therefore asked to recommend 
approval of a 2.7% rent increase to the City Council meeting in February. 

 
2.25 Members are also asked to recommend an increase in temporary 

accommodation charges and charges for garage sites and garage plots in 
line with dwelling rents at 2.7%. Other fees and charges for burglar 
alarms, sheltered housing and furnished accommodation are proposed to 
increase by 1.7% in line with September 2024 inflation.  

 
2.26 There are no plans at this time to increase the community heating 

charge. The Community Heating account is currently in surplus but is not 
at the recommended reserve level of two months of running costs. 
However, we would not recommend a price increase at this time due to 
the fact we hold a small surplus. Continued monitoring of the forecast is 
recommended to enable us to react as and when needed. 
 

2.27 This report sets the 5-year medium-term position of the HRA Business 
Plan, including the operating account and Housing Capital Investment 
Programme. The HRA is a ring-fenced account and therefore all capital 
investment must be funded from a combination of revenue contributions 
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(mainly rents), capital receipts, grant funding and borrowing. The interest 
costs from any borrowing will need to be affordable from our rental 
income. Over the next 5-years we are planning to increase our borrowing 
to partially fund our Stock Increase Programme. These loan repayments 
will be fully funded from the additional rental income from the resultant 
new properties and, when capital debt is repaid will create a surplus that 
can support the wider costs in the HRA in the longer term. Investment into 
our existing stock will be through a mixture of revenue, capital receipts 
and capital reserves. 
 

2.28 The Government recently announced significant changes to the Right 
to Buy scheme in the Autumn Budget. Whilst the full details of the 
government’s plans are still to be finalised and are pending a consultation 
exercise, we have modelled a best estimate of the impacts of this change. 
Sheffield City Council received around 2,000 applications by the 
November deadline, and we are prudently estimating that 40% of these 
will be taken up (approx. 800). This surge in sales will leave us with less 
homes in the short-term, but as we expect future rates of sales to drop it 
will leave us with more homes in the medium to longer term. The cash 
flow and rental impacts of this have been built into the Business Plan. 

 
2.29 The development of the Asset Management Strategy will be critical to 

any decision making around future investment priorities. It will inform stock 
option appraisals to review our stock profile, consider the impact of 
individual archetypes on our capital and repairs costs, and balance our 
tenant demand and need profiles to ensure that the Business Plan 
remains viable.  
 

2.30 Risks to the HRA are collated and monitored via a risk register and are 
primarily concerned with threats to income and expenditure that would 
compromise the viability of the HRA Business Plan. As well as drawing on 
the sector risk profile that is published annually by the Regulator, these 
risks are regularly reviewed and updated by both the Housing Leadership 
Team and Corporate Risk Management Group. The key risks to the HRA 
Business Plan include the changes to the regulatory environment 
(including review of Decent Homes standard); health and safety/fire risks; 
increase in repairs and maintenance costs; an increase in interest, 
borrowing and inflation rates and impacts of any future Welfare Reform. 
Appendix A of this report sets out a more detailed consideration of the 
overall 30-year viability of the Business Plan and the steps that are being 
taken to manage this. 

 
2.31 The HRA unearmarked revenue reserve is currently £11.8m, a similar 

level is currently assumed for 2025/26. The financial impact of the above 
risks far exceeds the reserve held, but the likelihood of all these risks 
being incurred in any one year is low and therefore, it is not deemed 
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prudent, nor offers best value to hold sufficient reserves for all 
eventualities. However, the level of reserves will be monitored to ensure 
that the reserve levels are adequate to cover future expected pressures in 
the medium term. 

 
3. How does this decision contribute to the Council Plan? 

 
3.1 Council Plan outcome 

The HRA Business Plan priorities for 2025/26 align and support the Council 
Plan outcomes, specifically:  

 
• Great neighbourhoods that people are happy to call home 
• People live in caring, engaged communities that value diversity and 

support wellbeing 
 

3.2 People – Prosperity - Planet 

The HRA Business Plan priorities focus on improving the quality of the homes 
and services that we provide to current and prospective council housing 
tenants. Our priorities will have a positive impact on the wellbeing of tenants. 
A stable, secure home provides the basis for all citizens to contribute to the 
prosperity of the local economy and their own economic wellbeing. As part of 
our investment decisions and through our improvement plans, we will take a 
sustainable approach to the procurement of services and in particular 
construction materials, that create a minimal impact on the planet. This 
includes a focus on working towards net zero for our Council homes – 
benefiting tenants and the planet. 

 
3.3 City Goals 

The City Goals include themes around thriving communities, and a green and 
resilient Sheffield, areas that our housing and repairs services feed into. We 
also work collaboratively with other partners across the city to deliver in these 
areas. We remain mindful of the important role we play in supporting our city 
goals so that we can collectively achieve the shared vision for Sheffield. 
 

4. What community or partner engagement has been undertaken and how 
has it informed the proposal? 
 
4.1 Consultation on business plan activities takes place throughout the year 

as part of our formal tenant governance activities. This helps us to 
understand what tenants think about the delivery of current services, but 
also to identify their priorities and shape future service needs. 
 

4.2 Appendix B sets out full details of consultation with tenants on 
commitments contained within the Business Plan 2025/26. The 
consultation helps us to gain a better understanding of tenant’s views of 
our council housing spending priorities. The priorities which ranked highly 
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(e.g. repairs, damp and mould, neighbourhood management, and vacant 
property turnaround) are the areas where we will invest both time and 
financial resources in improving services to tenants.  
 

5. What alternative options did we consider? 
 
5.1 The Council is required to both set a balanced in year HRA budget and to 

ensure that in-year income and expenditure are balanced over 30 years. 
No other alternatives were considered. 

 
6. How has equality, diversity and inclusion been actively considered? 

 
6.1 There are no direct equality implications rising form this report. Equality 

Impact Assessment reference 2899 covers the impact of the Rent 
Standard. This is the main planning assumption for this report. Individual 
EIAs have been completed for savings and pressure proposals being 
considered by the Finance and Performance Committee in a related 
report. 
 

7. Financial and Commercial Implications 
 
7.1 The HRA Business Plan allows for a continuation of services to tenants, 

revenue repairs to properties and financial support for the Council 
Housing Capital Programme by means of a contribution from revenue. 
Any annual revenue surpluses on the account will continue to support the 
30-year Business Plan. 
 

7.2 The Council Housing Capital Programme including the stock increase 
programme will require the HRA to support further borrowing, as allowed 
under the current Government guidelines. The debt strategy for the HRA 
will continue to be reviewed and developed in accordance with the 
Council’s treasury management strategy. 
 

7.3 The Commercial Resilience section of Appendix A explains the detailed 
commercial viability of the plan and the financial tables also in Appendix A 
set out the 5-year projections for the HRA Income and Expenditure 
Account and the 5-year capital investment programme. These are based 
on current assumptions and continue to be reviewed for known changes. 
Further details on the Council Housing Capital Programme will be set out 
in the Council’s Capital Strategy. 

 
8. Legal Implications 

 
8.1 The provision of housing accommodation is set out in Part II of the 

Housing Act 1985 (the 1985 Act). Statutory requirements regarding the 
keeping of a Housing Revenue Account (HRA) are contained in the Local 
Government and Housing Act 1989 (the 1989 Act). The provisions include 
a duty, under Section 76 of the 1989 Act, to budget to prevent a debit 
balance on the HRA and to implement and review the budget. The 1989 
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Act places a duty on local housing authorities to: (i) to produce and make 
available for public inspection, an annual budget for their HRA, which 
avoids a deficit; (ii) to review and if necessary, revise that budget from 
time to time and (iii) to take all reasonably practical steps to avoid an end 
of year deficit. 
 

8.2 On 10 November 2020 the Ministry of Housing, Communities and Local 
Government (MHCLG) published guidance on the operation of the 
Housing Revenue Account ring-fence. This guidance updates and 
replaces Circular 8/95 published by the former Department of the 
Environment (DoE). It gives advice to local housing authorities in England 
on certain aspects of the HRA. This guidance restates ministers’ 
established policy for the HRA and introduces no new issues of principle. 
However, it highlights the need to be fair to both tenants and council 
taxpayers and that there should be a fair and transparent apportionment 
of costs between the HRA and General Fund. 

 
8.3 In December 2022 the Government published an updated policy 

statement on rents for social housing (Rent Policy Statement) from 1 April 
2023 onwards and, pursuant to powers under section 197 of the Housing 
and Regeneration Act 2008, issued the Direction on the Rent Standard 
2023.  This required the RSH to set a new rent standard covering the 
financial year 2023-24, consistent with the Rent Policy Statement, with 
effect from 1 April 2023. The Direction applies to the RSH in relation to the 
rents of all Registered Providers of social housing, including local 
authorities, and replaces a 2014 Direction which applied only to rents of 
private registered providers. It also updates and amends the more recent 
2019 Direction. The 2023 Rent Standard sits alongside the 2020 Rent 
Standard and applied to the rent period that began for 12 months from the 
1 April 2023 to the 31 March 2024. It was introduced to address the 
exceptional circumstances which required the Government to adjust its 
policy in order to protect social housing tenants from very large nominal-
terms rent increases that would otherwise have been permitted in 2023-24 
due to higher than expected levels of inflation. In order to combat this the 
2023 Rent Standard introduced a 7% ceiling on rent increases for that one 
year period which meant that for rents set between 1 April 2023 and 31 
March 2024 the Council and other Registered Providers of social housing 
could only increase social rent and affordable rent by up to 7%. For rents 
set from 1 April 2024 onwards the 2023 Rent Standard is no longer 
applicable, and the Government has directed that the 2020 Rent Standard 
applies in full. Consequently, for the period from 1 April 2024 to 31 March 
2025 and the period from 1 April 2025 to 31 March 2026 all Registered 
Providers of social housing including local authorities are required to 
revert back to following the 2020 Rent Standard.  In December 2024, the 
RSH published its ‘Limit on annual rent increases 2025-26’ guidance 
document which sets out the annual adjustment of formula rent figures 
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based upon the annual Consumer Price Index figure. This provides an 
update for the 2025-26 financial year to the information contained in 
Appendix A of the Rent Policy Statement. The Government has recently 
undertaken a consultation on a new draft Direction to the RSH in relation 
to social housing rent policy from 1 April 2026. This consultation closed on 
the 23 December 2024.The requirement that the Council’s rent increases 
be in accordance with government rent policy is not itself new but with 
effect from 1 April 2020 this is secured through a regulatory standard. The 
RSH’s Rent Standard sets the required outcomes for how Registered 
Providers of social housing set and increase rents for all their social 
housing stock in line with government policy. The Council must comply 
with these rent setting rules. If it fails to do so it may be made subject to 
regulatory action. 

 
8.4 The basis for setting rent is set out under Section 24 of the 1985 Act 

which provides that a local authority must make such reasonable charges 
as they determine for the tenancy occupation of their houses. The Council 
has a broad discretion in setting such reasonable rents and other charges 
as it may determine and must from time-to-time review rents and make 
such changes as circumstances may require. The duty to review rents and 
make changes is itself subject to the requirements for notice of a variation 
set out in Section 103 of the 1985 Act. The notice must specify the 
variation and the date on which it takes effect which must be at least four 
weeks after the date of service. 

 
9. Climate and Environmental Implications 

 
9.1 Climate Impact Assessment reference 65 and Appendix A to this report, 

highlights the issue of EPC C targets and net zero as part of the capital 
investment programme. Our business plan priority that “we will work 
towards creating greener, more energy efficient homes focusing on 
reducing fuel poverty” supports our aim for all Council homes to be EPC C 
by 2030 and fulfils the present-day obligations on us as a social landlord. 
Individual climate impact assessments will be completed for other savings 
and pressures being considered by the Finance and Performance 
Committee in a related report. The Housing and Neighbourhoods Service 
is working with Rider Levett Bucknall (RLB) to understand the wider 
investment requirements for housing in order to meet the city’s aspirations 
for net zero and climate change. An Asset Management Strategy will be 
presented to the Housing Policy Committee in March 2025 setting out our 
principles for decarbonisation. 
 

10. Other implications 
 
10.1 There are no other implications as a result of this report. 
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11. Reasons for decision 
 
11.1 This report and its recommendations, sets out the scale of the 

challenge ahead, the limited resources available and the difficult decisions 
that now need to be taken to deliver a balanced HRA budget for 2025/26 
and for the overall 30-year viability. 
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