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DERBY HOMES BOARD 
17 JANUARY 2013  ITEM B5 
 

DERBY HOMES DRAFT OPERATING BUDGET 2013/14 AND FORECASTS  
 
Report of the Director & Company Secretary  
 
1. SUMMARY 

 
1.1 
 
 
 
 
1.2 
 
 
 
 
1.3 
 
 
 
 
1.4 

This report presents the draft operating budget for Derby Homes (DH) in 2013/14 
and forecasts for 2014/15 and 2015/16 to be considered by the Board. The 
budgets have been recommended to the Board following the Resources, 
Remuneration and Regeneration Committee meeting on 3 January 2012. 
 
Budgets have been drafted on an assumed business as usual basis. Any changes 
arising from the current review of management arrangements of DH by Derby City 
Council (DCC) or DH taking on services currently delivered by DCC will result in a 
material change to these current assumptions. 
 
These plans take account of a number of budget service pressures within DH 
including funding £383,000 in additional costs and services from DCC following the 
targeted £600,000 savings from their review of Housing Management 
arrangements. 
 
Overall the plans deliver a balanced budget over three years by incorporating 
Business Transformation savings and encouragingly allowing for the creation of a 
£750,000 new build revenue budget rising to £1m in 2016/17 to fund the revenue 
costs of up to 400 new DH homes, subject to the consultation and approval with 
tenants and DCC. The overall position is summarised below: 
 

 
2013/14 2014/15 2015/16 2016/17 

 
£'000 £'000 £'000 £'000 

     
Target level of support 250 500 750 1,000 

     Number of new homes 
outside of HRA 100 200 300 400 

     

 
2013/14 2014/15 2015/16 2016/17 

 
£'000 £'000 £'000 £'000 

Contributions from existing 
budgets 

    Housing management 265 192 182 182 

Repairs & Maintenance 380 306 282 282 

 
645 498 464 464 

Balance of cumulative 
savings required - to be 
identified -395 2 286 536 

     

 
250 500 750 1,000 
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2. RECOMMENDATION 
 

2.1 To approve the three year budget as proposed in the report. 
 

2.2 To recommend to Derby City Council that net savings generated by Derby Homes 
are retained within the management fee to enable the creation of a new build 
revenue subsidy budget. 

 
3. MATTER FOR CONSIDERATION 

 
3.1 DH Board received a report in July 2012 setting out the medium term finance 

strategy.  The draft budget has been prepared in accordance with that strategy 
and is consistent with both the HRA Business Plan and the DH Delivery Plan. 
 

3.2 The draft budget was prepared after consultation with budget managers and 
presented to a Budget Scrutiny Group which convened on 23 November 2012.  It 
was also discussed and approved at the Resources, Remuneration and 
Regeneration Committee meeting on 3 January 2012. 
 

 Maintenance 
3.3 
 
 
 
3.4 
 
 
 
 
 
 
3.5 
 
 

Movements in the Repairs and Maintenance management fee are shown in 
Appendix 1.  The principal changes each year are in respect of inflation, budget 
transferred from the management fee operations, and stock adjustments.   
 
The income levels from the management fee are consistent with the HRA 
Business Plan proposed to the Council.  This includes substantial funding from 
DCC in recognition of the increased work required to comply with changes in the 
inspection period for electrical testing on properties from 10 years to 5 years. 
Permanent funding of £130,000 has been made available in 2013/14 and a further 
£120,000 in 2014/15. 
 
Appendix 2 shows the net budgets for DH Maintenance operations. Overall, it is 
planned for these budgets to operate on a break even basis, as known pressures 
and savings opportunities have been factored into the base budgets.  
 

3.6 
 
 
3.6.1 
 
 
 
 
 
3.6.2 
 
 
 
 
 
3.6.3 

Appendix 3 shows the major changes in the Repairs and Maintenance budgets for 
2013/14 compared to 2012/13.   
 
Savings continue to be made within the day to day repairs team following the 
Business Transformation programme. In 2013/14 £311,000 has been identified 
from the agency, sub contractor and call out budgets. Also, following the 
investment in new vans in 2012/13, the transport budget can be reduced by 
£81,000 realising savings arising from purchasing rather than hiring vehicles. 
 
These savings have been re-invested within the service enabling significant 
additional resources across a number of areas. This includes £454,000 in the gas 
and electrical teams to comply with changes in legislation, plus £217,000 funding 
to ensure that all posts are fully budgeted for by removing the staff turnover 
assumption. 
  
The Business Transformation programme will continue in day to day repairs with 
the introduction of a new materials supplier contract. Although savings have not 
been budgeted from this, it is thought that savings will arise by consolidating 
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suppliers.   
3.7 Capital works shown in Appendix 2, relating to kitchen and bathrooms 

refurbishments are now forecasted at 360 properties for each annually. 
 

3.8 Provision of £103,000 per year has been made to cover the Maintenance share of 
annual payments that are required to cover past deficits in the pension fund.  The 
equivalent management fee share of this cost is £155,000 and is met from 
corporate overheads.  From 2014/15 additional resources have been allocated to 
cover an expected increase in the level of employer contributions from 10.9% in 
2013/14 to an estimated 15% in 2014/15. 

 Management 

3.9 
 
 
 
 
 
 

Changes in the principal fee income are shown on Appendix 1.  These figures are 
consistent with the HRA Business Plan proposed to the Council. Consideration is 
made for inflation and stock movements as well as mainstreaming £50,000 for 
Family Intervention Programme and £100,000 for Youth Intervention programme 
following the ending of Estates Pride funding. 
 
Also in 2013/14 a further £250,000 reduction for Business Transformation savings 
in the management fee has been incorporated. The final real term reduction in the 
principal fee is set for £250,000 in 2014/15. This will mean that a total of £1m has 
been taken out of the management fee since 2011/12 relating to Business 
Transformation savings. 
 

3.10 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3.11 
 
 
 
 
 
3.12 
 
 
 
 
 
 

Appendix 4 shows the summarised Housing Management budgets for 2013/14 to 
2015/16. These reflect a number of budget pressures that have had to be tackled, 
see Appendix 5 for details.  
 
The major change is the loss of £790,000 Supporting People grant funding used 
on the Supported Living and Tenancy Support service. This is planned to be 
mainly financed through a rent add on in future if the service charge option is not 
feasible. If these funding options do not materialise other options include reducing 
the service and funding directly from the HRA and / or DH. 
 
Other pressures include £221,000 for seven officers relating to work arising from 
Welfare Reform changes. A total of £242,000 has been allocated to remove the 
budgeted savings during staff turnover times to reflect the more static workforce 
and £111,000 to cover accommodation related costs during the dual running of the 
Council House and Cardinal Square. 
 
Appendix 5 also shows the continued success of the Business Transformation 
programme detailing £366,000 of efficiency savings achieved with no detrimental 
impact on service delivery. 
 
New Build Revenue Budget 
 
It is proposed to re-invest remaining savings across DH into a revenue budget to 
support the annual net costs of new build properties.  
 
Based on current assumptions, a 2 bedroom house costing £80,000, borrowing at 
4.5% and rents at target rent +5% the annual net cost per property is £2,500. 
Subject to consultation with tenants over this investment opportunity and approval 
from DCC is it planned to create a £1m new build revenue support budget which 
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3.13 
 

will fund the costs of up to 400 new homes outside of the HRA debt cap.  
 
This is factored into these budget plans – see Appendix 6. This shows that 
encouragingly Derby Homes is already £464,000 towards this target by 2015/16 
meaning that savings of £536,000 are to be identified across DH over the next four 
years to reach the ultimate £1m target. 
 
Business Transformation Savings 
 
Business Transformation savings are shown in Appendix 7. The target set by DH 
Board was to deliver £1.2m of savings from the management fee by 2014/15 and 
a further £1m from maintenance operations – the latter to be reinvested back into 
those operations.  
 

3.14 
 
 
 
 
3.15 
 
 
 
 
3.16 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
3.17 
 
 
 
3.18 
 

The savings already generated by the programme means that by 2013/14 in 
excess of £1.2m of savings should be delivered, with a further £274,000 planned 
in 2014/15 following the accommodation move changes and revisions to the 
Tenancy Support service 
 
The additional savings achieved above and ahead of the target has enabled DH to 
build up reserves over the past few years. 
 
Reserves 
 
At 31st March 2013, DH is forecasted to have reserves totalling £4m. The 
proposed actions for use of these reserves are :- 
 

Description 
 

£’000 

Previously approved uses  

General contingency, now set at 4% of turnover (5% previous) 1,300 

Repairs on properties acquired at Poets Corner 600 

Business Transformation / Restructuring costs 500 

 2,400 

Proposed new projects  

Communal room IT investment 70 

Gas related works (over three years) 650 

Electrical related works  700 

Development pump priming costs 150 

Scooter store at Whitecross House 30 

 1,600 

  

TOTAL 4,000 

 
Reserves are planned to be used to fund one off related costs on the above areas. 
 
Communal Room IT - £70,000 investment in PC’s and door entry locks in 25 
common rooms. This is to provide IT facilities for tenants to increase their access 
to broadband. 
 
Various gas works –  

 £360,000 arising from condemned gas fires, to cover the removal of the old 
fire and cost of electric fire replacements. Approx 720 fires over three years 
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3.19 

 
 
 
 
 
 
 
 
 
 
3.20 
 
 
 
 
 
 
3.21 
 
 

are likely to need replacing. 

 £80,000 for increased time spent servicing gas cookers to comply with 
legislation changes 

 £120,000 for works relating to breakdown repairs costs from gas boilers out 
of warranty (5,264 are out of warranty between 2013/14 and 2015/16; 
boilers are currently replaced on a 14 year cycle). 

 £50,000 for replacement emergency gas control valves in approx 850 
properties following works to the gas main by Amey (utility contractor). 

 £40,000 for inspection hatches and clips to concealed gas flues to comply 
with legislation changes 

 
Electrical inspections - £700,000 cost of inspections and remedial works due to 
changes in guidance around electrical inspections in domestic properties to be 
undertaken on a 5 year rather than a 10 year cycle. Approx 6,000 properties have 
been assessed as being over 5 years since their last inspection. In order for these 
to be re-inspected in one year then £700,000 is required to fund 3 additional posts, 
6-8 agency staff and external sub contract support. It is likely that another spike in 
inspections could arise in 2018/19 and in future 5 year periods. These spikes 
could be evened out by a more gradual period of re-inspection but this needs to be 
assessed against any risk arising from knowingly delaying inspections on 
properties that are already past their recommended inspection period. 
 
Development pump priming - £150,000 to cover set up costs associated with 
possible site acquisitions and new build proposals. Certain costs such as feasibility 
studies, surveys and professional fees can only be capitalised if the works actually 
go ahead. As with any new development proposals there will be a number of 
options explored some of which will not come to fruition and associated costs need 
to be covered. 
 
Whitecross House scooter store - £30,000 to provide a facility to store scooters for 
residents. Currently these are being stored in corridors creating a health & safety 
risk by partially blocking the corridors. Such stores are already available at Kestrel 
House and Rebecca House. 
 

 
 
3.22 
 
 
 
 
3.23 

Overall 
 
The budget plan requires £286,000 by 2015/16, rising to £536,000 in 2016/17 in 
order to create the £1m new build revenue support budget. The early delivery of 
savings ahead of schedule is leading to a temporary surplus in 2013/14 of 
£395,000 
 
Overall, this budget delivers : 

 Business Transformation savings in excess of the original target, leading to 
a temporary surplus of £395,000 in 2013/14 

 Assistance to DCC in exceeding their 2013/14 and 2014/15 planned 
savings from a review of Housing Management 

 Funding to tackle major pressures within Housing Management and 
Maintenance 

 Cyclical maintenance budgets to continue at the enhanced levels 

 The continued practice of driving out efficiencies targeting £536,000 of 
savings over four years to be re-invested in a £1m budget by 2016/17 to 
fund the creation of up to 400 homes outside of the Housing Revenue 
Account, subject to tenant and DCC approval.  
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4. CONSULTATION IMPLICATIONS 

 
 The draft budget was prepared after consultation with budget managers and 

presented to a Budget Scrutiny Group which convened on 23 November 2012.  
This included representatives from tenants and leaseholders. 
 
Resources, Remuneration and Regeneration Committee meeting on 3 January 
2012 also reviewed and discussed this budget. 

 
5. FINANCIAL AND BUSINESS PLAN IMPLICATIONS 

 
 Those reflected in the body of the report and the draft operating budget booklet 

attached. 
 
6. LEGAL AND CONFIDENTIALITY IMPLICATIONS 

 
 The Board of DH has a statutory responsibility to ensure that the company 

operates in a manner in which it is able to meet all trading liabilities. 
 
7. COUNCIL IMPLICATIONS 

 
 The budgets have been prepared with reference to the HRA business plan, and are 

consistent with it. 
 
8. PERSONNEL IMPLICATIONS 

 
 As mentioned in the report in relation to service areas. 
 
 
The areas listed below have no implications directly arising from this report: 
 
Environmental 
Equalities Impact Assessment 
Health & Safety 
Risk 
Policy Review 
 
 
If Board members or others would like to discuss this report ahead of the meeting please contact the author. 
 
Author: 

 
Michael Kirk, Head of Finance, (01332) 88 8703 michael.kirk2@derbyhomes.org 

Background Information:  None 
Supporting Information:   None 
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