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	EXECUTIVE SUMMARY:
	The objective of this report is to provide an update on the affordability of the Decent Homes investment programme in Rotherham taking into Rotherham taking into account the following changes:

1) An increase in the costs to be paid from the Decent Homes budget such as:
· 21 Aireys properties in Catcliffe
· Housing association Shortlife properties

· Adaptation works linked to the Decent Homes improvement programme
2) A reduction in the replacement rate for stepping showers in sheltered properties and elderly people dwellings from 100% to 50%. The revised rate is based on the analysis of the choice’s take up following completion of the last year programme



	IMPLICATIONS:
	

	CONSULTATION:
	The recommended future investment priorities included in the report are proposed following analysis of customers feedback, appeals and refusals received while delivering the decent homes programme 


	FINANCE AND VFM:
	Following a reduction in the 2008/2009 Decent Homes budget of £ 1,881,000, the 2010 Rotherham Ltd Investment Plan identifies a proposed budget of £146,752,523 to be spent on Decent Homes refurbishment works windows and doors replacement and other Decent Homes schemes for the period 2008-2011.  

	RISK:
	1.  The approach taken in this report has been prudent. The number of elements to be replaced was obtained based on 100% stock survey data
All costs have been calculated taking into account the worst scenario possible and no refusal rates for the work were taken into consideration.
2.  Costs of future works were estimated using 2007/08 actual elemental costs as a basis. Costs will increase if work is not undertaken and managed in a way that allows constructors to operate efficiently. Continuing with the works planning approach currently used by 2010 Rotherham will assist in mitigating this risk. Cost monitoring procedures need to be rigorously maintained and outturn costs checked against Building Cost Model’s predictions. 
3.  Calculation of costs contained within this report does not allow for inflation, in line with Building Cost Model predictions. However contingencies costs were included in the calculation at a 3% rate applied to the overall investment needs identified
5. There is a risk for 2010 Rotherham to not achieve a 2 star rating following the Audit Commission inspection. This will cause further delays in delivering the programme and the affordability result should be revised to take into account newly arising need (properties failing the Decent Homes standard after 2010).
6. This report does not take into account possible changes in the Government’s legislation. There is no clear formal information available, however there is some indication that following the completion of the Comprehensive Spending review, the guidance for dealing with Decent Homes works refusals and funding associated with these properties could change.
7. This report does not take into account the investments required to be made in Non traditional still under option appraisal. If the remaining non traditional properties are included into the Decent Homes programme, the required investment is £4,028,500

	LEGAL:
	The Decent Homes works are carried out under a Framework Agreement between Rotherham Borough Council and every contractor. 

	PERSONNEL:
	There are no personnel implications

	ENVIRONMENTAL:
	The Decent Homes programme will contribute towards meeting the “Green agenda’s” aims and objectives

	EQUALITIES/DIVERSITY:
	There are no equality and diversity implications


	Introduction
The objective of this report is to provide un update on the affordability of the Decent Homes programme in Rotherham following recent investment decisions being made by the Cabinet member of Neighbourhoods and new costs being identified and included within the affordability calculation.
Background information

2010 Rotherham Investment Plan estimated that the Rotherham Decent Homes investment programme would cost £313mil from 2005/2006 until 2010/2011. This estimation was based on the results of 10% sample survey.

The funds required from the Government for the period mentioned above are £218.8 mil with £94.4 being found from Rotherham Council’s own resources.
However, the table below shows that the actual resources available to be invested into the Decent Homes programme in Rotherham have reduced by £18.3 million since the beginning of the programme 
Table 1: Availability of resources

 

2005/06 (mil £)

2006/07 (mil £)

2007/08 (mil £)

2008/09 (mil £)

2009/10 (mil£)

2010/11 (mil £)

Total (mil £)

Decent homes forecasted spend (revised 2006)

24.7

61.4

66

70.5

66.4

24.2

313.2

Current available resources  based on actual budgets

24.7

52.03

71.4

65.5

62.5

18.78

294.91
Initial Almo allocation required

7.5

45

50

55

52

9.38

218.88

Confirmed Almo allocation (subject to 2 **)

7.5

45

50

55

50

8.03

215.53

Initial committed Council resources

17.2

16.4

16

15.5

14.4

14.82

94.32

Actual Council Committed resources

17.2

7.03

21.4

10.5

12.5

10.75

79.38

Variance between initial estimation and actual resources available)

0

-9.37

5.4

-5

-3.9

-5.42

-18.29

Affordability of the decent homes programme ( 2008-2011)

£148.1 million has been spent of the programme up to (and including) 2007/08, leaving £146.8 million to be spent between 2008/2011.

The table below illustrates the estimated variance between the overall cost of Decent Homes works to be carried out from April 2008 until 2010/11 against the remaining Decent Homes resources, based on a 0% refusals rate.

Table 2 – Affordability analysis Worst Case scenario (0% refusals rate)
A

Amount remaining to be spent from 2008 - 2011

£146,752,523
Available Resources included in the HIP programme from April 2008 until March 2011
B

DH forecasted costs
£ 142,180,804 

Remaining properties to be invested in from 2008-2011 (inc 500 non traditional properties to be invested in, sheltered schemes and Access and Refusals properties previously refused). This cost includes also for 2010Rotherham Management fee, environmental works, asbestos surveys, decoration allowance, other decent homes schemes and contingency costs at 3%)

C
Recent investment decisions made by the Cabinet member for Neighbourhoods
£2,172,220

£283,500 – 21 Aireys in Catcliffe

£330,000 -Housing Association shortlife properties

£1,558,720 – Adaptations works
D
Other costs resulting from approved changes to specification

£ 2,399,499
Replacing step in showers instead of a bath for 1498 (sheltered properties) and Replacing step in showers instead of a bath for 1992 (Elderly people properties). The estimated replacement rate is 50%
E
Variance 1 (A-B-C-D)
£222,767
F
Costs pending

£6,506,104

                 £4,028,500

Non traditional properties
£966,088

Subject to Cabinet Approval 94 Properties requiring extensive scope of works to facilitate structural remedial works

£1,511,516

2909 Flat doors fail Decent Homes Standard (Cost £519.60) Report for approval pending

G
Variance 2 (E-F)

-£6,283,338
For more information with regard to the elements of cost taken into account when calculating the forecasted overall cost of the Decent Homes Programme, please see Appendix A.
The table above shows that based on the current held data and expenditure already approved, £ 222,767 are currently uncommitted. However, if we take into account the pending costs presented above, the shortfall in resources is -£6,283, 338.
Based upon an outline all in cost per property figure of £10,000/property this means there is a risk for 628 homes to not be completed by 2010/11.
Main changes which are affecting the affordability result previously presented to the Company Directors
1) An increase in the costs to be paid from the Decent Homes budget such as:

· 21 Aireys properties in Catcliffe

On 28th July 2008 a  report was approved by the Cabinet Member to invest in the 21 Airey properties in Catcliffe and £283,500 is required to bring these properties to the Decent Homes standard
At the time of compiling the ALMO bid, the Council policy was one of non-investment in non-traditional properties, and therefore these properties were removed from the main investment programmes on Decent Homes. The costs relating to the improvement of these properties were not including within the funding bid.

There are still approximately other 300 properties which require an investment decision.

· Housing association Shortlife properties

A report to Cabinet on 29th September 2008 detailed 26 short-life lease arrangements with South Yorkshire Housing Association and RMBC that are due for renewal.  The leased properties provide 44 units of supported accommodation.  It had been identified that the majority of the 26 properties had not been included in the 2010 Rotherham Ltd’s ALMO bid for Decent Homes funding, which was subsequently having an impact on the lease renewals.  The report outlined 3 main options with option (a) recommendation approved by the Cabinet Member and agreed to direct 2010 Rotherham ltd to include the properties leased to South Yorkshire housing Association in to the existing Decent Homes programme.
£330,000 is required to bring these properties to the Decent Homes standard
· Adaptation works linked to the Decent Homes improvement programme

On 13th of October the Cabinet member for Neighbourhoods approved a report which recommended that 2010Rotherham should bear the following costs:

i.  the costs of Occupational Therapists employed specifically to assess Council tenants for adaptations so they can be aligned with refurbishments (£92k)

ii. The cost of adaptation works carried out through the Decent Homes contractors during 2007/2008 (£356k)

iii. The costs of adaptation works for the year 2008/2009  (£456k)

iv. Projected spend for the remaining two years of the Decent Homes programme (£747k)

v. A seconded RMBC Technical Officer cost for the remaining programme to assist with checking that work completed has been done according to the specification and to ensure customers are able to safely use any equipment provided. (£35K)
£1,558,720 of the costs above will have to be paid from the Decent Homes resources and £127,000 will have to be paid from the Capital management fee, having a further impact on the shortfall of resources available to 2010Rotherham in the next two years.
2)   A reduction in the replacement rate for stepping showers in sheltered properties and elderly people dwellings from 100% to 50%. The revised rate is based on the analysis of this choice’s take up following completion of the last year programme. By reducing the replacement rate, it is estimated that a reduction of £2,176,732 in previously reported forecasted costs could be taken into account when analysing the affordability of the Decent homes programme.  The £4.3 million initially included within the affordability model calculation was a “worst case scenario” estimate of how much extra RMBC and 2010 will have to pay if all older people (in total approximately 3,500) choose to have stepping showers instead of the normal bath. 
Costs pending 

1) Non traditional properties

The total cost for non traditional properties still to be approved for investment is
£4,028,500.
2) 94 properties in Brampton subject to Appraisal

Brampton estate was included within the 2008/09 Decent Homes investment programme with the exception of 94 properties which have been subject to structural options appraisal; undertaken by Rotherham Neighbourhood Investment Team.  

The 94 properties subject to appraisal are brick constructed, cavity constructed at ground floor level and 1 brick construction at the first floor. The properties have various defects including roof spread and movement, chimneys bowing and bulging, external wall bulging, missing lintels, failing damp proof courses, and signs of movement to internal walls

Structural surveys have been completed to provide representative survey findings.  Further intrusive surveys were completed during May in to July, with all findings used to prepare a schedule of work with costs estimates.

Remedial work cost estimates provided by Bramall Construction Ltd total £3,552,763, with £1,646,675 for works outside the Decent Homes Standard to carry out structural associated works and provide render insulation. These works are outside of the Decent Homes standard and an appropriate budget heading will need to be identified.

A further £1,906,088 is required to complete the works to bring the properties up to the Rotherham Decent Homes Standard; producing an average unit rate of £20,277 per property

Using our Affordability Model the typical average unit cost to bring a property up to the Rotherham Decent Homes Standard, which requires a full scope of work, is appropriately £10,000 using actual out turn costs. The properties at Brampton are estimated to require £10,277 more per property, with total cost implications on the Decent Homes programme affordability of an additional £966,088.

3) Replacement of Flats’ doors

The Rotherham Decent Homes Standard currently does not include for the replacement of flat doors.  A decision was made at the beginning of the Decent Homes programme that only the communal entrance door(s) would be replaced.  

The minimum Decent Homes Standard guidance, as set out by the Department of Communities and Local Government June 2006, details at Section 5, A Decent Home – Detailed definition, that dwellings which fail criteria (b) Reasonable state of repair, are those where either one or more of the key building components are old and, because of their condition, need replacing or major repair.  The guidance details component lifetimes for the disrepair criteria to assess components that are ‘old’. 

This includes external doors for houses and bungalows with a standard life of 40 years, all flats in blocks below 6 storeys with a standard life of 30 years and all flats in blocks of 6 or more storeys with a standard life of 30 years. These assessment rules are applied to survey data collected within our Asset Management system Apex, which has identified 2909 flat doors that fail the Decent Homes Standard. The flats are located within blocks throughout the Rotherham Borough. A representative replacement unit rate for a flat door is £519.60, resulting in an overall investment need of £1,511,516 to replace the failing flat doors.

If a decision is made for all the investment priorities mentioned above to be addressed and the worst case scenario assumptions are applied then there is a potential shortfall of resources of -£  6,283,338.

Best case scenario - Affordability of the programme, assuming 5% refusals rate

As presented in the Risk section of this report, no refusals were taken into account when calculating the investment requirements for the homes managed by 2010Rotherham, from April 2008 until March 2011.
Currently the industry average for refusals received while delivering the Decent Homes programme is approximately 9-10%.
If a refusal rate at 5% is built into the affordability calculation, then the following surplus will be available in order to invest in other priorities or responding to customers’ feedback: 
Table 3 – Affordability analysis Best Case scenario (5% refusals rate)
A

Amount remaining to be spent from 2008 - 2011

£146,752,523
Available Resources included in the HIP programme from April 2008 until March 2011
B

DH forecasted costs
£136,494,946 

Remaining properties to be invested in from 2008-2011 (inc 500 non traditional properties to be invested in, sheltered schemes taking into account a  5% refusal rate for the end of the programme). This cost includes also for 2010Rotherham Management fee, environmental works, asbestos surveys, other decent homes schemes and contingency costs at 3%)

C
Recent investment decisions made by the Cabinet member for Neighbourhoods
£2,172,220

£283,500 – 21 Aireys in Catcliffe

£330,000 -Housing Association shortlife properties

£1,558,720 – Adaptations works
D
Other costs resulting from approved changes to specification

£ 2,399,499

Replacing step in showers instead of a bath for 1498 (sheltered properties) and Replacing step in showers instead of a bath for 1992 (Elderly people properties). The estimated replacement rate is 50%
E
Variance 1 (A-B-C-D)
£5,908,625
F
Costs pending

£6,506,104

                 £4,028,500

Non traditional properties
£966,088

Subject to Cabinet Approval 94 Properties requiring extensive scope of works to facilitate structural remedial works

£1,511,516

2909 Flat doors fail Decent Homes Standard (Cost £519.60) Report for approval pending

G

Variance 2 (E-F)

-£597,479
For more information on the costs included in the calculation above, please see Appendix 2.
The table above illustrates that by taking into account a refusal rate of just 5%, the surplus of resources could be £5,908,625. If a decision is made for all the investment priorities mentioned above to be addressed and a 5% refusals rate assumption is applied then there is a potential shortfall of resources of -£ 597,479.

Based upon an outline all in cost per property figure of £10,000/property this means there is a risk for 60 homes to not be completed by 2010/11.
Currently the Decent Homes programme is running at a rate of 4.95% for properties where Decent Homes works were fully refused.

Under this assumption all the properties which will not be brought to the Decent Homes standard by 2010/11 will be improved in subsequent years through the voids programme.

In order to allow EMT, 2010 Rotherham Board and RMBC to have better control and information when making future investment decisions, the affordability of the Decent Homes programme will be reviewed every 6 months, with any significant changes within our current predictions to be reported to all relevant stakeholders.
Appendices/supporting information
Appendix A – Affordability analysis Worst case scenario (0% refusals rate)
Appendix B – Affordability analysis Best case scenario (5% refusals rate)
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