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SUMMARY

The report on the Outturn position for the Councils 2016-17 budget was presented to 
the Governance and Audit Committee on 29th June 2017. The report detailed the HRA 
Capital outturn position which had underspent due to slippage on the programme.
The committee requested more detail on the slippage and on actions being taken to 
avoid the problem being exacerbated on an ongoing basis.
This report provides further details of the causes of the slippage and actions in place for 
2017-18 to mitigate this. 
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RECOMMENDATION

The Committee is asked to:

1 Note the details in the report on the events impacting on the annual expenditure 
on the HRA Capital programme.

2 Note the measures in place to manage more effectively the causes of the 
slippage.

1. BACKGROUND TO REPORT;

Outturn HRA Capital Expenditure
1.1 Previous reports to Governance and Audit Committee reporting outturn have 

highlighted underspends on the HRA Capital programme over recent years, 
largely due to slippage on the programme. 
The budgets in the programme are mainly for work to the Council’s housing 
stock focussed on major component renewals and energy efficiency work. 
Other budgets include the new build housing and the budget for stock growth 
and acquisitions.

1.2 Significant underspends occurred in last year’s capital programme in the 
following areas;

i) New build housing £0.526m
ii) Stock Growth & Acquisitions £1.596m
iii) Re-wiring £0.192m
iv) Kitchens & bathrooms £0.294m
v) Doors £0.090m
vi) External wall insulation £0.782m

1.3 A number of factors have impacted on budget expenditure particularly during 
2016-17 which resulted in underspends at year end outturn.

Cyclical Replacement Assumptions
1.4 The Council’s property database produces programmes based on forecasted 

component lifecycles. Programmes produced from the database for budget 
setting are subsequently pre-inspected to validate the data outputs.

1.5 In some instances at pre-inspection components are found to be in a good state 
of repair and do not need replacing. In these cases the component is not 
replaced and instead its lifecycle extended. This results in a reduction in the 
annual cost of the programme and budget requirement due to the omissions.

1.6 Examples include uPVC doors and windows which are often identified for 
replacement but found to be sound when pre-inspected on site.
The budget for doors for 2016-17 was underspent as a result of many of the 
doors being found to be in a sound condition.



Database Cost Assumptions
1.7 The property database assumes fixed rates for component replacement costs. 

These rates are used annually for budget setting purposes.
The report to the committee in June 2017 outlined underspends on some 
activities e.g. kitchens and bathrooms, due to costs being lower than originally 
budgeted for. This again reduces the overall budget requirement and results in 
underspends 

1.8 A number of properties that were due to be improved during the current 
financial year were brought forward to 2016-17 to reduce the impact of the 
lower costs on the annual expenditure.

Tenant Refusals and No Access Properties
1.9 Advance notification of planned work is given to tenants including the benefits 

of having the work done. From the Council’s perspective this is to try and 
ensure the work is done so that the value of the asset is maintained.
Despite this some tenants refuse to have the work done or fail to allow access 
or do not make contact to arrange this. Tenant refusals occur throughout the 
financial year in some cases immediately prior to the work being started.
This limits options to bring in replacement properties to help reduce 
underspends.

Procurement for External Wall Insulation Programme
1.10 The procurement of the external wall insulation (EWI) project carried out during 

2016-17 involved preparatory work required to seek prices through a framework 
and involved a significant amount of work including the following;

 Drawing up property lists
 Pre-inspections
 Preparation of drawings for planning consent.

1.11 With a focus on maximising the Council’s capacity to invest in EWI energy 
improvement works a funding bid was made under the Eco funding programme 
and the decision on the funding award awaited before commencing work. This 
impacted on the budget spend for 2016-17.

1.12 A start on site date was made late in the year and despite the contractors 
efforts a limited number of properties were completed before the end of March 
2016-17 resulting in the underspend shown at item 1.2 vi).

Growth and Acquisitions 
1.13 In 2016-17 two former Right To Buy properties (buybacks) were purchased. 

Other properties were considered but not progressed due to their price or 
condition.
No suitable housing sites were found on the market to utilise the budget 
resulting in the significant underspend in year.
The spend on this programme is dependent on opportunities coming forward to 
in year to utilise the budget. 

 



2. PROPOSED MEASURES FOR 2017 TO REDUCE RISK OF UNDERSPENDS

2.1 A number of actions have been implemented to address capital underspends in 
addition to the monthly and quarterly budget review meetings undertaken by the 
property team.

Property Data and Pre-inspections
2.2 Progress has been made on the housing stock condition survey over the last 18 

months which will increase stock data accuracy.
Whist pre-inspections are still needed these are being brought forward year on 
year with the aim of reaching a position where programmes can be planned 
with more certainty and in advance of budget setting. 

Cost Assumptions
2.3 In previous years an annual review of the property database unit costs for each 

work type has been carried out and any uplifted rates applied universally 
regardless of property type.
Given the impact of for example; low cost kitchens and bathrooms on last year’s 
expenditure the capacity of the database is being explored to use more specific 
rates tailored to the property type. This will assist ensuring the cost of work 
programmes can be determined more accurately and budgets set accordingly.

Tenant Refusals and No Access Properties
2.4 Further reviews of letters notifying tenants of proposed works have been 

completed. It is proposed that additional information be included to highlight the 
benefits of the proposals and flyers with photographs of completed schemes 
provided. Direct consultation with tenants will also be used where refusals have 
been received.

2.5 There is a limit to what can be achieved in cases where tenants do not respond 
to letters or do not permit access to do the work. Under the Decent Homes 
standard ‘landlords are not expected to make a home decent if it is against the 
tenant’s wishes as work can be undertaken when the dwelling is void’.
As an action, ongoing efforts will be made to gain access, however extending 
this to a stage involving legal action under the terms of the tenancy agreement 
is likely to be time consuming and costly.    

Procurement
2.6 Data on the Council’s contracts has recently been transferred by Procurement 

Lincolnshire from the old ‘Firefly’ system to the new ‘Procontract’ contract 
management software. Contract renewal dates are shown on the database and 
it is envisaged that the new system will help manage more effectively the 
re-procurement of new contracts such that programme delivery is not delayed 
whilst projects are re-procured . 

Project Management
2.7 In response to underspends in previous years closer monitoring of the project 

management of Council contracts is being undertaken to ensure that the control 
of expenditure, progress and quality are being carried to full effect. Early signs 
are that work to contractors is being issued in a timely manner to commit 
funding in alignment with budget forecasts.



2.8 Actual expenditure for quarter one of the current financial year however, 
indicates that a degree of slippage has occurred on some contracts. 
In response, engagement with those contractors has been undertaken to 
identify the actions they are taking to ensure that programmes will be completed 
to take up budget spend. Contractors have confirmed that resource levels are 
being increased providing the Council with some reassurance of a commitment 
to delivery.

2.9 Monthly internal budget monitoring is continuing on individual contracts to 
identify where any further action is required to bring expenditure back on profile 
to achieve year end expenditure. 

2.10 Where possible contingency arrangements will be put in place to address 
ongoing underspends .e.g. the use of alternative contractors. The appointment 
of any additional contractors will however be subject to the usual procurement 
rules and may limit options on this.

3. OTHER OPTIONS CONSIDERED

3.1 None

4. RESOURCE IMPLICATIONS 

4.1 The measures proposed can be delivered by the existing staff in the property 
team.

5. RISK AND MITIGATION 

Risk has been considered as part of this report and measures implemented to 
manage relevant risks on capital programme expenditure.     

Category Risk Action / Controls

6. ISSUES ARISING FROM IMPACT ANALYSIS (EQUALITY, SAFEGUARDING 
etc.)

6.1 None

7. CRIME AND DISORDER IMPLICATIONS

7.1 None

8. COMMENTS OF FINANCIAL SERVICES

8.1 Included in the report 



9. COMMENTS OF LEGAL AND DEMOCRATIC SERVICES

9.1 The housing revenue account must be administered in accordance with the 
Local Government Housing Act 1989 and any directions made by the Secretary 
of State under s78 of that Act.

9. COMMENTS OF OTHER RELEVANT SERVICES 

9.1 None

10. APPENDICES

10.1 None

11. BACKGROUND PAPERS

11.1 Governance and Audit Committee 29th June 2017 – Report of Cabinet Member 
for Finance. Outturn Position 2016/17 CFM418 


