COMMUNITIES, HOMES & REGENERATION
SCRUTINY COMMITTEE
19™ DECEMBER 2022

HOUSING REVENUE ACCOUNT BUSINESS PLAN 2023-26

CARMARTHENSHIRE’S HOUSING INVESTMENT PROGRAMME

Purpose:

To explain the vision and detail of our housing investment programme over the next
three years, including our housing stock improvement plans, the new build programme,
plans to become net zero carbon and what they mean for tenants;

To recognise the effect the cost-of-living crisis has had on many of our tenants and our
commitment to:

> help and support tenants to ensure they feel safe and secure in their homes,
increasing income levels where possible and ensuring that they are in receipt of
all grants and benefits they are entitled to; and

» ensure that no one is evicted from our homes as a result of financial hardship.

To confirm the income that we will receive from tenants’ rents and other funding
sources over the next three years and how this enables us to develop a capital
programme exceeding £103m, which will:

» improve and maintain our existing housing stock, reduce the number of empty
Council homes and deal with the backlog of repairs, keeping tenants informed of
progress;

» support the delivery of over 2,000 new affordable homes in our communities to
ensure more homes are available for those who need it;

» support the Council’s Net Zero Carbon principles, creating energy efficient
homes, minimising carbon emissions and promoting affordable warmth for
tenants to reduce the cost of maintaining a home;

> help stimulate economic growth, creating jobs and training opportunities in the
county; and

> help build strong sustainable communities — places where people are proud to
call home.

To confirm the financial profile, based on current assumptions, for the delivery of our
housing investment and Council new build programme over the next three years; and

To produce a business plan for the annual application to Welsh Government for Major
Repairs Allowance (MRA) Grant for 2022/23, equating to 6.2m.

THE SCRUTINY COMMITTEE IS ASKED TO:-

To comment on the vision for our housing investment programmes over the next three
years.

To comment on the 2023/24 Business Plan that will be submitted to Welsh
Government.

To note the contribution the Plan makes to the Housing Regeneration and
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Development Delivery Plan in supporting the delivery of over 2000 homes.
e To note the importance of the investment included in this plan and its role in stimulating
the local economy and creating local jobs and training opportunities.

Reasons:

e To try and balance supporting tenants in the current cost of living crisis in terms of the
rent increase and wider assistance with the need to continue to invest in existing
homes and increase the availability of new affordable homes.

e To continue our housing investment vision and deliver what really matters to tenants.

e To continue to support tenants by maintaining the standard and accelerate how we
approach the net zero carbon agenda. This will allow for the evolution of our planned
stock investment programmes so that they are fit for the future. An overall investment
of £60m is planned over the next three years.

e To support the £43m investment required by the Housing Regeneration and
Development Delivery Plan over the next three years in providing more social rented
homes to meet the unprecedented housing need in our communities.

e To link our housing investment programme with wider regeneration initiatives with a
real focus on developments in the Tyisha ward, Pentre Awel, town centres and rural
towns and villages.

e To make members aware that the delivery of the Business Plan is dependent on an
overall average rent increase of 5.5% with a maximum progression of £1 for those
tenancies below target rent. In this plan most tenants will receive a 5.36% average
rent increase which is significantly below level set by WG at 6.5% and current inflation
values.

e To access MRA grant from WG (£6.2m) for 2023/24 to help maintain our existing
homes.

CABINET MEMBER PORTFOLIO HOLDER:-

Clir. Linda Evans (Deputy Leader and Homes Portfolio Holder)
Clir Alun Lenny (Resources Portfolio Holder)

Directorate
Communities Designations: E Mail Addresses & Tel Nos:
Name of Head of Service:
Jonathan Morgan Head of Housing and Public | JMorgan@carmarthenshire.qov.uk
Protection 01267 228960

Investment and

Report Author: Development Service RaMDavies@carmarthenshire.gov.uk
Rachel Davies Manager 07884 235714
Nathan Hartley Innovation Partnership NJHartley@carmarthenshire.gov.uk

Officer

07827 808865
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EXECUTIVE SUMMARY

HOUSING REVENUE ACCOUNT BUSINESS PLAN 2023-26
CARMARTHENSHIRE HOUSING INVESTMENT PROGRAMME

1.1.

1.2.

1.3.

1.4.

1.5.

1.6.

Purpose of the Business Plan

At the start of each year we develop a business plan which explains our vision and
the three-year housing investment programmes to maintain our stock and deliver
more affordable homes.

It is important that the plan is clear and that all readers, including our tenants,
understand its contents. Meeting our tenant’s expectations is a key priority within
the plan.

The income that we receive from tenants’ rents and other funding sources enables
us to build an investment programme exceeding £262m (Capital - £103m and
Revenue - £159m) to run our services, build more affordable homes, improve and
maintain our existing stock as well as develop new standards to meet our net zero
carbon ambitions over the next three years.

The plan also reflects on previous years achievements and through careful
consideration, confirms the financial profile (based on current assumptions) for
housing stock investment and delivery of more affordable homes, over the next
three years

To help maintain the investment programme, each year we apply for Welsh
Government’s (WG) Major Repair Allowance (MRA) grant. We access this funding
by having a detailed business plan and compliance policy. The MRA application for
2023/24 will equate to £6.2m.

The plan this year also has a key focus how we plan to:

e support tenants through the current cost of living crisis;

e introduce a new emergency social housing allocation policy to ensure
throughput in the system;

e tackle key local issues to improve services especially reducing the number
of empty Council homes, dealing with the repair backlog (including our
vision and frameworks for in-house and external contractor provision) and
making sure our processes are robust for any condensation/damp issues;
and

e make sure our estate and tenancy management offer is as good as it can
be.
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2. Context

2.1.

2.2.

2.3.

2.4.

2.5.

2.6.

2.7.

2.8.

2.9.

2.10.

The Business Plan sets out our priorities, plans and activities for 2023 - 2026 for
new and existing homes.

The plan recognises the hardship caused for many of our tenants by the cost of
living crisis and how it is more important than ever that the Council provides help
and support for tenants. It is important we help to increase income levels where
possible, ensuring that tenants are in receipt of all the grants and benefits they are
entitled to and we continue to ensure that no one is evicted from our homes as a
result of financial hardship.

The plan also recognises the importance of carrying out responsive repairs to
tenants’ homes and reducing the number of empty Council homes. We recognise
more work needs to be carried out in these areas and the steps the Council must
take. This includes developing a new minor works framework that will enable more
local contractors to work on our Council homes. We are also developing our in-
house teams, developing our capacity and skills so that we become less reliant on
the market and can carry out the works ourselves.

The Plan focuses on how our investment programmes help stimulate economic
growth, boost local supply chains and ensure that we have a resilient workforce to
meet the future demand of the service.

A comprehensive investment programme has been put together to carry out work
that builds on what we were able to do in 2022/23. Through careful consideration
and planning the plan looks to continually improve the standards within our existing
stock, build more homes using innovative technology and ensure that current and
future tenants have quality, affordable homes to live in.

The Council is fully WHQS compliant having met the standard during 2015 utilising
a whole house delivery approach.

The Council has over 9000 homes and our approach goes beyond general repair
and maintenance, it is based on looking at the whole life of the homes. Adopting
this approach means that we can guarantee that what we do today, will be fit for
purpose and sustainable for years to come.

Over the next three years we plan to deliver a comprehensive work programme that
will see an investment of £60m in our existing homes and £43m in building new
Council homes.

To maintain this level of investment we have considered a rent increase within the
Plan. In previous years we have taken care to set this in accordance with the WG
rent policy of Consumer Price Index (CPI) plus 1%. Applying this in 2023/24 would
mean an exceptionally high and unaffordable overall average rental increase of
11.1% for all tenants.

As the Consumer Price Index in September 2022 falls outside the 3% threshold set
within the policy, the Housing Minister has discretion to set the maximum rental
increase for all social housing providers for 2023/24. It has been set at 6.5%. The
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2.11.

2.12.

current assumptions in this plan have been based on a rental increase of 5.5%
overall, which includes a maximum £1 progression for those tenancies below target
rent.

In this plan most tenants will receive a 5.36% average rent increase which is
significantly below level set by WG and current inflation values.

The plan has been divided into five key themes that will drive our business for the
next three years. They are as follows:

Theme 1- Supporting Tenants & Residents

The cost of living crisis has caused hardship for many of our tenants and providing help
and support to ensure that they are able to live comfortably in their homes is more
important than ever. We will:

e ensure that there are no evictions from our homes due to financial hardship and
work with tenants to put a plan in place to help them make their weekly rental
payments;

e provide financial advice and support to ensure that tenants claim all the financial
assistance they are entitled to. This will include helping tenants apply for the
benefits and grants, including the Homelessness Prevention Grant;

e do everything we can to support tenants’ well-being. Increasing bills and being
unable to afford food and other essential items will cause stress and anxiety. We will
ensure we support tenants and provide access to local schemes that support mental
health and well-being;

e continue to roll out our housing stock retrofit programmes that will make our
homes more energy efficient and help reduce fuel bills for tenants; and

e review our current approach to estate and tenancy management services.

Theme 2- Investing in Homes & Our Estates

Maintaining the standard is a statutory duty, and the Council has made a commitment to
maintain the stock through this plan and programme of work. This year we will continue
to roll out our optimised retrofit programmes helping to make our tenants homes more
energy efficient. We are also carrying out a new stock condition survey which will help
develop our new investment programmes and provide cost certainty for the future.

Tenants tell us that getting repairs done on time and maintaining homes to a good
standard is important to them. Both the pandemic and Brexit have had a significant
effect on the local construction market, causing market failure and affecting the
availability skills, capacity and materials. In addition to this, costs escalated with many of
our framework contractors choosing to prioritise higher paid private sector work instead
of carrying out repairs to our homes.. This has significantly affected our ability to carry
out responsive and maintenance works on our homes. This has caused a big backlog in
both the number of repairs we have outstanding and the number of empty Council
homes that have not been let.

Carrying out the backlog of repairs and letting our Council homes quickly are our
priorities. To enable us to do this we are developing a new minor works framework that
will enable more local contractors to work on our Council homes. We are also
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developing our in-house teams, developing our capacity and skills so that we become
less reliant on the market and implementing a new repairs scheduling system called
Total Connect, over the next 12 months. Total Connect will enable tenants to request
and track their repairs and help us ensure that the works carryout on tenants’ homes
meet their needs and are done at a time that is convenient and suitable for our tenants.

We will also make sure that our homes are safe by reviewing risk reduction measures,
particularly around fire safety, radon and electrical installations.

Lastly we will be making sure our processes to deal with condensation and damp issues
are as robust as they can be, especially in light of recent tragic events.

Theme 3- Providing More Homes

Providing more affordable homes has been a priority for the Council for a number of
years. Our Housing Regeneration and Development Delivery Plan sets our strategic
direction and is focused on supporting the delivery of over 2000 additional homes over
the next five years by:

meeting housing need in all areas of the county;

e developing new innovative energy efficient Council homes with low running costs,
helping to mitigate fuel poverty and helping some of our most vulnerable families
through the cost of living crisis;

e providing sustainable solutions to address the unprecedented rise in homelessness
cases seen in recent months due to external market conditions affecting the private
rented sector which is reducing the supply of homes; and

e stimulating economic growth in the county, creating jobs and growing the green
economy.

Since beginning our ambitious journey to increase the supply of affordable homes in
2016, we have delivered over 1,600 homes, exceeding our delivery targets every year
meeting housing need and helping some of the most vulnerable people and families in
our communities.

Our plans to increase the supply of homes ensure that we do so in the most cost-
effective way, using a range of delivery vehicles that offer flexibility, scale and pace. The
effects of the current unprecedented housing crisis and the rise in homelessness cases
has required greater focus on our buying private sector homes programme making more
homes available quickly to help address the increasing demand for housing.

To support the above we are also introducing a new emergency social housing
allocation policy to ensure better throughput in the housing system.

Theme 4- Providing Affordable Warmth and Decarbonising our Housing Stock
Reducing tenants fuel bills, promoting affordable warmth and reducing carbon emissions
is also a key priority. Our aim is to make all of our homes energy efficient and achieve a

minimum Band C Energy Performance Rating as quickly as possible.

We have already delivered retrofit schemes as part of the WG Optimised Retrofit
Programme. The works have included:
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e an optimised retrofit programme utilising the fabric first approach and introducing
renewable technology to both empty and occupied homes; and

e developing a programme to replace gas boilers that were falling out of compliance
with hybrid heat pumps.

Although the sample sizes of our retrofit projects are small, the data and learning we
have gained is immeasurable. The next challenge, however, is how we accelerate these
programmes forward to include more homes at pace. The cost of living crisis has made
this a key priority for the Council and we will be revisiting our programmes to determine
what can be brought forward that will directly help our tenants by reducing their fuel bills.

Our Council new build standards embrace decarbonisation. Our homes are highly
efficient and already achieve a Band A Energy Rating with SAP levels between 92 and
105. We have developed a housing performance matrix that allows us to build to
different energy standards depending on the development. Our ambitious plans to
support the delivery of over 2,000 homes in the next 5 years will include developing
innovative energy efficient homes with low levels of carbon emissions that can produce
and store energy.

Whilst decarbonising the housing stock is a huge challenge, there are several benefits
to this approach, including:

reducing fuel bills for tenants and helping to mitigating fuel poverty;
strengthening our local economy by providing long term investment programmes;
providing more training and work opportunities for local people; and
ensuring our tenants homes are fit for purpose now and for generations to come.

There are several barriers in place that make it difficult to predict when all our homes will
achieve a minimum Band C energy performance rating, these include:

high cost to fully retrofit a typical home that has already received investment;
lack of local skills and trades to deliver the work;

shortage of materials both locally and nationally; and

limited capacity of the national grid to deal with the increased energy demands of
more electrical equipment such as heat pumps and solar panels as they are
installed in our homes.

We have, however, always understood that the most practical way to decarbonising our
homes is through a fabric first approach. This means ensuring our homes are well
insulated with an increased air tightness so homes stay warmer for longer and therefore
reduce heating demands for tenants. Although we do see innovative technologies such
as solar panels, heat pumps and battery storage equipment becoming more prominent
in housing, we see these as additional benefits that will be installed further down the line
as the national grid continues to improve and skills, trades and materials become more
available.

Theme 5- The Local Economy, Community Benefits & Procurement

We fully embrace the role of housing-based investment in stimulating, supporting and
developing the local economy. The housing stock investment and Council new build
programmes will provide sustained periods of trade and benefit to local contractors and
builders, creating more jobs, training opportunities and other community benefits. The
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2.13.

2.14.

2.15.

3.1.

3.2.

3.3.

3.4.

decarbonisation of our homes will also become a fundamental part of our future stock
improvement programmes. Rolling this out across our entire housing stock will result in
increased job opportunities and further training opportunities as we explore new ways of
providing low carbon, energy efficient homes for our tenants.

The Council’s first five new build developments have already created 19 new jobs and
1,344 waged training weeks. Our current housing investment programmes are predicted
to deliver 21 new jobs and a further 3,668 waged training weeks.

During construction, contractors will also contribute to the wider local economy by
increasing footfall into town centres and spending money in rural market towns/villages
by accessing local amenities such as shops, supermarkets, restaurants and cafés.

It is, however, extremely important that all contracts demonstrate good value for money
and through the South West Wales Regional Contractors and the Minor Works
Frameworks we will challenge their costs, the principles and methods of construction to
make sure that we achieve this.

Annually the Council reviews the Housing Revenue Account (HRA) Business Plan
which sets out the investment needed to maintain the housing investment programmes.
The Council has a robust 30-year business plan in place and since April 2015 has
become self-financing having exited the Housing Revenue Account Subsidy System
(HRAS).

We will also pursue, where possible, other funding streams and grants to maximise our
income that will support and complement the work programmes and/ or services
outlined in the Business Plan. In 2022/23 we received over £10m in grant funding
through successful bids to Welsh Government.

Also included in the plan is how we measure and verify compliance. We believe that we
report compliance accurately in achieving and maintaining the Welsh Housing Quality
Standard, and we will continue to do so.

Conclusion

We believe that this Business Plan sets out a clear intent to improve our housing stock,
looking to the future as we role out optimised retrofit works. This will help our
environment and lower tenants fuel bills, as well as building more affordable homes to
meet an ever-increasing demand on front line homelessness services.

The cost of living crisis has caused hardship for many of our tenants and providing help
and support to ensure that they are able to live comfortably in their homes is more
important than ever.

Investing £103m in capital projects over the next three years will stimulate our local
economy which will help our communities to grow and build resilience for the future, but
in doing so we must ensure that there is capacity within the industry to deliver.

Finally, we have set out what the key assumptions are to make sure the Business Plan
is balanced, remains viable and is realistic on what we will spend the money on and how

it is funded.
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4, Recommendations

4.1. To confirm the vision for our housing investment programmes over the next three years.
4.2. To agree that the 2023/24 Business Plan can be submitted to Welsh Government.

4.3. To note the contribution the Plan makes to the Housing Regeneration and Development
Delivery Plan in supporting the delivery of over 2000 homes.

4.4. To note the importance of the investment included in this plan and its role in stimulating
the local economy and creating local jobs and training opportunities.

DETAILED REPORT ATTACHED?

YES — HRA Business Plan 2023/2026

IMPLICATIONS

I confirm that other than those implications which have been agreed with the appropriate Directors /
Heads of Service and are referred to in detail below, there are no other implications associated with this

report:

Signed: Jonathan Morgan Head of Housing & Public Protection

Policy, Crime
& Disorder
and
Equalities

YES

Legal

YES

Finance

YES

ICT

NONE

Risk
Management
Issues

YES

Staffing
Implications

NONE

Physical
Assets

YES

1. Policy, Crime & Disorder and Equalities

The HRA Business Plan will act as the framework for policy development across Housing and
Public Protection and will contribute to wider agendas and programmes.

2. Legal

The Housing (Wales) Act 2014 sets out our statutory duty to maintain the Welsh Housing Quality
Standard in our existing stock.
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3. Finance

Maintaining and investing in our housing stock will continue to present significant financial
challenges and risks to the County Council.

A capital investment of £231m has been undertaken to deliver the WHQS by 2015. This included
£117m of unsupported borrowing. Since achieving the WHQS, a further £92m will have been
spent on maintaining the standard and £68m on providing additional affordable homes in the HRA
by the end of 2022/23.

Through careful management, the financial model remains viable to not only maintain the housing
stock and evolve the current standard but also delivers more affordable homes. A summary of
costs over the next three years is included in the plan.

An overall rent increase of 5.5% with a maximum £1 progression for those below target rent for
2023/24 is also assumed in the plan.

5. Risk Management

The housing investment programme is identified as a moderate risk in the Council’s Risk
Management Plan. A risk management plan has been developed to mitigate and review all risks
associated with the programme.

Failure to deliver a viable Business Plan to Welsh Government by the end of March 2023
will mean the MRA of £6.2m for 2023/24 being withdrawn.

6. Physical Assets

The housing investment programme will involve the management, maintenance and improvement
of the Council’s housing stock. This will be carried out within the context of our asset management
principles which are defined within the plan. Any decision to acquire, convert or dispose of homes,
land and/or garage areas will be considered in line with these principles.

This plan will also result in an increase in the number of homes in the Council’s housing
stock through the Council new build and purchasing private sector homes programmes.

CABINET MEMBER PORTFOLIO Yes
HOLDER(S) AWARE/CONSULTED

Section 100D Local Government Act, 1972 — Access to Information
List of Background Papers used in the preparation of this report:

THESE ARE DETAILED BELOW

Title of Document File Ref No. | Locations that the papers are available for public inspection
HRA Business Plan Housing Council website- Democratic Services
2023/2026 General

Files
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