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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 account the following changes:

1) An increase in the costs to be paid from the Decent Homes budget such as:

· Asbestos survey

· Loft Insulation costs

2) An estimated reduction in the amount of works to be carried during 2008/2009 due to an acceleration of the programme in 2007/2008 and  100% actual survey data being available for analysis.
3) An increase in the amount of carry over costs relating to year 2007/2008 contract to be paid from 2008/2009 budget.
4) Closure of the final accounts for year 2006/2007 and identification of previous underpayments to contractors, now due to be paid from 2008/2009 budget.


	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.  However, the HIP capital programme, which Decent Homes work forms part of, has still to be agreed by the Cabinet Member for Neighbourhoods and the proposed budget above will remain provisional until the HIP programme is confirmed.

	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.
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 Ltd will assist in mitigating this risk. Cost monitoring procedures need to be rigorously maintained and outturn costs checked against the 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 through robust monitoring, benchmarking and collaborative procurement costs are driven down every year and therefore not expected to increase over the next year of the programme.
5. There is a risk for 2010 Rotherham Ltd 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 the investments required to be made in Non traditional properties still under option appraisal. If the remaining non traditional properties are included into the Decent Homes programme, the required investment is £4,312,000.

	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 an update on the affordability of the Decent Homes programme in Rotherham following the completion of the 2007/08 programme and new costs being identified and included within the affordability calculation.
Background information

Rotherham is committed to achieving the Government’s Decent Homes Standard.

In addition to the basic decency standard programme, Rotherham Council, in consultation with its tenants, decided to aim for better quality homes. 2010 Rotherham Ltd aims to provide homes which attain the Decent Homes Plus Rotherham Standard by 2010. The Decent Homes Plus Rotherham Standard includes many elements of aspiration and improvement beyond the basic decency standard and takes into account issues such as “Lifetime Homes” and “Secure by Design”.
As at 1st April 2008, 2010 Rotherham Ltd manages a housing stock of some 21,163 units.
The 2010 Delivery Plan originally anticipated a reduction in stock numbers to circa 18,000 by the end of 2010/11 as a result of “Right to Buy” sales (5050) and demolitions (700). The numbers of RTB sales have however slowed significantly. 

Approximately 200 council properties were sold during 2006/07 and this numbers is forecasted to reduce by 20% every year.

The number of demolitions has reduced from an average of 200 per year to 130.

The estimated number of properties to be managed by 2010 Rotherham Ltd in 2010/11 is approximately 20,000, some 2000 more properties than in the Delivery Plan.
During 2007/2008, 2010 Rotherham Ltd   managed a capital budget of £73,362,150. The actual spend for the year was £75,559,622, with the overspend of £2,197,472  including £1,200,000 floods works for which no budget was provided at the beginning of the year and £900,000 relating to 2006/2007 contract.

Available Funds

2010 Rotherham Ltd Investment Plan estimated that the Rotherham Decent Homes investment programme would cost £313.2mil from 2005/06 until 2010/11. 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 million with £94.4 being found from Rotherham Council’s own resources.
However, the table below shows that the actual resources to be invested into the Decent Homes programme in Rotherham have reduced by £18.3 million since the beginning of the programme.

Table 2: 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)

£147.84 million has been spent of the programme up to and including 2007/08, leaving £146.75 million to be spent before 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 worst case scenario (0% refusals rate).

Table 3 – 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

Total forecasted costs

£141,786,454
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 2010 Rotherham Ltd Management fee, environmental works, asbestos surveys, decoration allowance, other decent homes schemes and contingency costs at 3%)

C

Other costs resulting from approved changes to specification

£ 4,353,464

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)

D

Variance 1 (A-B-C)
£612,605
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 total cost for non traditional properties still to be approved for investment is £4,312,000.  If a decision is made for all the non traditional properties to be invested in and the worst case scenario assumptions are applied then there is a potential shortfall of resources of -£ 3,699,395.
The table above shows that based on the current held data and expenditure already approved, £ 612,605 are currently uncommitted.
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:

· Asbestos survey costs 2008/2011
Following the HSE improvement notice, type 2 asbestos survey requirements for the Decent Homes Investment Programme have been reviewed, resulting in an increase in the number of type 2 surveys to be carried out.
Initially 4455 asbestos surveys were projected as required during 2008/2011 with estimated costs of £455,000.  The change in HSE’s requirements has increased the number of surveys required to 4687 during 2008/09, resulting in revised costs of £585,756 for the same year.

The asbestos surveys/ removal costs were allowed for in the Business Cost Model and therefore this is a capital/ Decent Homes cost but currently there is no other budget or resources available to cover for this extra expenditure.

· Insulation costs

Insulation works are not currently delivered as part of our Decent Homes refurbishment works.  Insulation improvements are being delivered by Rotherham MBC Energy Advice Team.

Following a review of the existing arrangements with Rotherham MBC Energy Advice Team, who facilitate insulation measures and improvements using grant assistance, additional monies are required if we are to ensure that all necessary insulation measures are completed to meet the Decent Homes Standard by 2010/11.  

The existing arrangements only cater for those properties where insulation measures are required for both cavity and loft insulation for which 100% grant is paid.  Where properties only require loft insulation full grant is not received, and therefore, works have not been commissioned.

5,005 properties have been identified as requiring stand alone loft insulation, during 2008/2011, with an investment need of £750,750, for which grant assistance is estimated to be £125,125, resulting in costs of £625,625.

2)  An estimated reduction in the amount of elemental replacement work to be carried during 2008/09 due to an acceleration of the programme in 2007/08 and 100% survey data being available for analysis. Compared with the information included in the previous report the estimated value of the works to be carried has reduced by £3.9 million from £104,329,745 to £100,405,038.
3) An increase in the amount of carry over costs relating to year 2007/08 contract to be paid from the 2008/09 budget. Due to the fact that only properties completed and WIP at 31st March could be paid  from the 2007/08 budget, £3,007,825 relevant to year 2007/2008 contract has to be paid from the 2008/09 budget

4) Closure of the final accounts for year 2006/07 and identification of previous underpayments to contractors now due to be paid from the 2008/09 budget. An amount of £ 676,255 in underpayments was identified following the completion of the 2006/2007 final accounts. This amount has to be paid from the remaining Decent Homes budget.
Other issues
Non-Traditional Properties
At the time of compiling the ALMO bid, the Council policy was one of non-investment in non-traditional and acquired properties. This policy followed the publication of an option appraisal report dated 31st March 2005 on the future of this type of dwelling within the Rotherham boundaries.
The stock portfolio contains 826 non traditionally constructed properties including houses, bungalows and flats. An options appraisal review has recently been completed of certain non traditional types which have resulted in approximately 500 of the varying types being included within the Decent Homes Investment Plan and the affordability calculation.

Sheltered schemes

All decent homes works to sheltered schemes were included when calculating the forecasted investment requirements.  

Environmental Improvements

The original 2003 10% stock condition survey did not include a detailed assessment of environmental needs.  However, it was clear that in many areas major investment would be required to the general environment in order to create sustainable assets for the future.  The type of work which needed to be undertaken was fencing, landscaping, lighting, and enhancing security measures.  The Almo funding bid therefore included an allowance of £2000 per property which represented £8.4 million of the overall bid for environmental, sustainability type works. As a result of collaborative procurement savings and other efficiency savings the funding figure for this type of work has been increased to £10 million. 

The precise detail and scope of work is yet to be determined and will be contained within our Environmental Work Strategy which will target and tackle priority areas throughout the borough and will align with existing Housing Market Renewal plans.

Best Case Scenario
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 2010 Rotherham Ltd, 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 5 – Affordability Analysis (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

Total forecasted costs

£ 136,100,594 
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

Other costs resulting from approved changes to specification

£ 4,353,464

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)

D

Variance 1 (A-B-C)
£6,298,465
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 £6,298,465.  The total cost for non traditional properties still to be approved for investment is £4,312,000.  If a decision is made for all the non traditional properties to be invested in and the worst case scenario assumptions are applied then there is a potential shortfall of resources of £1,986,465.
Currently the Decent Homes programme is running at a rate of 6.61% for properties where Decent Homes works were fully refused.

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.

Appendices/supporting information
Appendix A – Affordability Analysis (0% refusals rate)
Appendix B – Affordability Analysis (5% refusals rate)



	APPENDIX A: AFFORDABILITY ANALYSIS - 0% REFUSALS 
	
	

	
	
	
	

	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

	 
	Costs
	 
	 

	B.1
	Bathroom 
	£9,583,893
	£1587 Average Cost

	B.2
	Rewire
	£9,317,981
	£972 Average Cost

	B.3
	Heating
	£15,277,808
	£2998 Average Cost

	B.4
	Kitchen
	£18,392,640
	£3264 Average Cost

	B.5
	Structure
	£2,076,800
	£1760 Average Cost

	B.6
	Roof
	£7,998,416
	£3032 Average Cost

	B.7
	Doors
	£7,912,693
	£839 Average Cost

	B.8
	Windows
	£17,683,313
	£1875 Average Cost

	B.9
	Loft Insulation
	£625,625
	Stand alone loft insultation costs not subject to 100% grant. Grant element estimated at  £25 per property. 

	B.10
	Internal Other
	£6,590,650
	£550 Average Cost (includes Asbestos removal/encapsulation, Plaster/skim, DPC etc)

	B.11
	External/Communal
	£3,741,600
	Works to flat/Blocks. £1200 Average Cost (Other External/Common Areas and blocks)

	B.12
	Rainwater Goods
	£536,492
	£548 Average Cost 

	B.13
	Extra kitchen costs pantry wall removal 2008-2011
	£667,128
	£293 additional cost

	B
	Total 1 (Elemental Replacement Costs for remaining properties 2008-11) =SUM(B.1 to B.13)
	£100,405,038
	Remaining properties Investment Plan (inc 500 non traditional properties to be invested in, sheltered schemes and No Access and Refusals)

	C
	Environmental works (5% of the Almo Bid)
	£10,000,000
	 

	D
	2010 Management Fee
	£11,072,572
	 

	E
	Surveys left to carry out (Asbestos Type 2)
	£1,648,750
	Average Cost £125 per survey (100% Type 2 Surveys)

	F
	Charges for 2007/08 ( accruals)
	£3,684,080
	 

	G
	Decent Homes Allowances Payments
	£1,166,311
	 

	H
	Other Decent Homes Schemes
	£9,680,000
	Central Heating, CO2 meters, Voids, Electrical work

	I
	Total 2 (B+C+D+E+F+G+H)
	£137,656,751
	 

	J
	Contingency 3%
	£4,129,703
	 

	K
	 Total 3 ( I+ J)
	£141,786,454
	 

	 
	 
	 
	 

	L
	Variance 1 (A-K)
	£4,966,069
	 

	 
	Costs resulting from changes in specification
	 
	 

	O
	Replacing step in showers instead of a bath for 1498 (sheltered)
	£1,845,536
	 

	P
	Replacing step in showers instead of a bath for 1992 (Elderly)
	£2,507,928
	 

	R
	Variance 2 (L-O-P )
	£612,605
	 

	 
	Other commitments pending
	 
	 

	S
	Non Traditional Option Appraisal Properties
	£1,760,500
	 

	T
	Non Traditional properties still under option appraisals
	£2,551,500
	 

	V
	Variance 3 (R-S-T) 
	-£3,699,395
	 


	APPENDIX B: AFFORDABILITY ANALYSIS - 5% REFUSALS 
	

	
	
	
	

	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

	 
	Costs
	 
	 

	B.1
	Bathroom 
	£9,104,698
	£1587 Average Cost

	B.2
	Rewire
	£8,852,082
	£972 Average Cost

	B.3
	Heating
	£14,513,918
	£2998 Average Cost

	B.4
	Kitchen
	£17,473,008
	£3264 Average Cost

	B.5
	Structure
	£1,972,960
	£1760 Average Cost

	B.6
	Roof
	£7,598,495
	£3032 Average Cost

	B.7
	Doors
	£7,517,058
	£839 Average Cost

	B.8
	Windows
	£16,799,147
	£1875 Average Cost

	B.9
	Loft Insulation
	£594,344
	Stand alone loft insultation costs not subject to 100% grant. Grant element estimated at  £25 per property. 

	B.10
	Internal Other
	£6,261,118
	£550 Average Cost (includes Asbestos removal/encapsulation, Plaster/skim, DPC etc)

	B.11
	External/Communal
	£3,554,520
	Works to flat/Blocks. £1200 Average Cost (Other External/Common Areas and blocks)

	B.12
	Rainwater Goods
	£509,667
	£548 Average Cost 

	B.13
	Extra kitchen costs pantry wall removal 2008-2011
	£633,772
	£293 additional cost

	B
	Total 1 (Elemental Replacement Costs for remaining properties 2008-11) =SUM(B.1 to B.13)
	£95,384,786
	Remaining properties Investment Plan (inc 500 non traditional properties to be invested in, sheltered schemes and No Access and Refusals)

	C
	Environmental works (5% of the Almo Bid)
	£10,000,000
	 

	D
	2010 Management Fee
	£11,072,572
	 

	E
	Surveys left to carry out
	£1,148,750
	Average Cost £125 per survey (4687 2008/09, 4503 2009/2011)

	F
	Outstanding 2007/08 work/ underpayments
	£3,684,080
	 

	G
	Decent Homes Allowances Payments
	£1,166,311
	 

	H
	Other Decent Homes Schemes
	£9,680,000
	Central Heating, CO2 meters, Voids, Electrical work

	I
	Total 2 (B+C+D+E+F+G+H)
	£132,136,499
	 

	J
	Contingency 3%
	£3,964,095
	 

	K
	 Total 3 ( I+ J)
	£136,100,594
	 

	 
	 
	 
	 

	L
	Variance 1 (A-K)
	£10,651,929
	 

	 
	Costs resulting from changes in specification
	 
	 

	O
	Replacing step in showers instead of a bath for 1498 (sheltered)
	£1,845,536
	 

	P
	Replacing step in showers instead of a bath for 1992 (Elderly)
	£2,507,928
	 

	R
	Variance 2 (L-O-P )
	£6,298,465
	 

	 
	Other Possible Commitments
	 
	 

	S
	Non Traditional Option Appraisal Properties
	£1,760,500
	 

	T
	Non traditional properties still under option appraisals
	£2,551,500
	 

	V
	Variance 3 (R-S-T-U) 
	£1,986,465
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