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Commentary on the housing revenue 
account subsidy determination 2007-2008 

Citation and commencement  
(paragraph 1 of the determination) 

 
1. The determination will apply for 2007-2008 only. A new determination will be 

issued for 2008-2009.  References to various dates and years in the 
determination have been updated where appropriate.  

 
2. In last year’s Determination the former Office of the Deputy Prime Minister 

proposed that insofar as possible, all formulae included in the Housing Revenue 
Account Subsidy Determination 2006-2007 should remain unchanged in the 
Determination to be issued in for 2007-2008. Communities and Local 
Government, whilst  reserving the right to make such changes as it considers 
necessary, has decided to continue with that policy and will endeavour to 
ensure that once the formulae are set for the settlement cycle, any such changes 
are kept to the minimum. The HRA Subsidy determination for 2007-2008, and 
supporting calculations therefore adopts the formulae from 2006-2007 largely 
unchanged, though as notified last year some changes have been necessary, 
such as the removal of the admissible allowance and the inclusion of the new 
rental constraint allowance.  

General formula  
(paragraph 3.1 of the determination) 
 

3. The general formula for calculating the amount of Housing Revenue Account 
(HRA) subsidy payable to an authority for 2007-2008 is unchanged from that 
used in 2006-2007 with the exception that the Admissible Allowance has been 
removed and the Rental Constraint Allowance added.  
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The ALMO allowance  
(paragraph 3.2 of the determination) 

 
4. The Arms Length Management Organisation (ALMO) Allowance is payable to 

local authorities in Round 1 and Round 2 of the ALMO programme, where the 
Housing Inspectorate has rated the ALMO either good (2*) or excellent (3*). 

5. The allowance represents the revenue support to finance borrowing for ALMO 
purposes and, to the extent that the Allowance is not used for that purpose, for 
direct expenditure by the ALMO, in line with the ALMO expenditure plans set 
out in the authority's bid and s.27 application or otherwise agreed with 
Communities and Local Government. 

6. The ALMO Allowance for each Round 1 and Round 2 ALMO authority is set 
out in Schedule 6 to the  Determination.  It is calculated as 8% of their total 
capital commitment as approved by Communities and Local Government. 

7. Capital expenditure allocations to ALMO authorities from Round 3 onwards 
are treated in the same way as other allocations attracting revenue support for 
borrowing - i.e. 50% will be added to the Subsidy CFR (the mid-year figure) in 
the year of allocation and 50% in the following year. No separate ALMO 
Allowance will be payable. 
 

The PFI allowance 
(paragraph 3.2 of the determination) 

8. This allowance is fixed at the start of a PFI contract, and remains at the same 
level for the lifetime of the PFI scheme – except for the first and last years, 
when it is calculated pro rata to the date on which the contract is signed and 
ends respectively.  It ceases at the end of the term of the contract.  

9. The PFI Allowance is calculated by using the pool rate - which is a notional rate 
which reflects the average rate which local authorities are currently paying on 
their outstanding debt and is the same for all authorities - to calculate subsidy 
entitlement based upon the amount of the PFI credit.  

10. The PFI Allowance is calculated by Communities and Local Government and is 
based upon an amortisation calculation similar to that used for a repayment 
mortgage or annuity. 
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11. The formula is as follows: 

 
Subsidy Payment =   Px(1+r)n x r 
       (1+r)n – 1 
 
where 
 
n = the length of the contract term (usually 30 years)  
r = the pool rate (which remains constant throughout the term) 
P = the PFI credit 

DATA  
(paragraphs 3.2 and 3.5 of the determination) 

12. The specified amounts included in the schedules to the Determination are 
calculated in all but a few cases using audited data received in a manner 
specified by Communities and Local Government by 5pm on 1 December 
2006.  In those few cases where audited data was not received in such a manner 
by that date or where comments made by the auditor raised substantive 
concerns that were not resolved by that date, the Secretary of State has made 
assumptions for the purposes of calculating specified amounts.  In doing so, 
she has sought to protect the Exchequer. 

13. As explained in the commentary which accompanied the draft Determination 
issued for consultation, specified amounts will not normally be changed.  The 
Department's policy is that once pre-set in the Subsidy Determination for the 
year, specified amounts should not be recalculated, except as provided for in 
the Determination or in other exceptional circumstances, such as where 
Communities and Local Government itself has made a mistake. For the 
purposes of calculating the rental constraint allowance only, the policy of pre-
setting will not apply in 2007-08 in relation to rental fields since the calculation 
of the off-set will be based upon data included in the second advance claim 
form (200702). 
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Management allowances and maintenance 
allowances (paragraph 4.1 and 4.2 of the 
determination) 

14. Management and maintenance allowances are a key expenditure assumption 
within the HRA subsidy system. The calculation of each authority's 
management and maintenance allowances is described in Annexes B and A 
respectively of its Determination.  The following text summarises the formulae 
for 2007-2008. 

 

Management Allowances 
Calculation of management allowances per dwelling before transitional 
Arrangements 
 

15. There are seven steps in the calculation of management allowances per dwelling 
before transitional arrangements. 

 
STEP 1:  
INITIAL ESTIMATE OF COSTS 

 
16. There are no changes from 2006-2007. 

 
17. Initial estimate of costs for a local authority (LA) is: 

 
(i) if dwellings (including shared ownership and including PFI dwellings) 

are <= 1,400 then fixed costs = £11,268 + £247 x dwellings; 
 

(ii) if dwellings (including shared ownership and including PFI dwellings) 
are > 1,400 then fixed costs = £357,000 + (£233 x (dwellings – 
1400)). 

 
18. Dwellings include: 

 
 (i)  the authority’s share of dwellings in shared ownership; 
 

(ii)  the dwellings equivalent of bed-spaces in hostels and houses in 
 multiple occupation; and 
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(iii)  PFI dwellings. 
 

19. This formula provides a good explanation of the relationship between the 
number of dwellings of an authority and its relative need to spend on 
management assuming that: 

 
(i)  its proportion of flats is the stock-weighted average for all authorities 
 with stock; 
 
(ii)  its proportion of houses is the stock-weighted average for all 
 authorities with stock; 

 
(iii)  it has the level of rent arrears and tenant management costs which 
 would arise if all its stock were either houses or low rise flats; 

 
(iv)  the level of crime in its area is at the national average for all 
 authorities whether or not with HRAs; 

 
(v)  its level of re-let and termination costs is at the stock-weighted 
 average for all authorities with stock; 

 
(vi)  it has no pro-active management costs to tackle deprivation; and 

 
(vii)  costs per unit of management are the same in each geographical area. 

 
20. Steps 2 to 6 allow for the fact that the above features do of course vary 

between authorities. 
 

STEP 2:  
INCREASE OR DECREASE INITIAL ESTIMATE OF COSTS 
ACCORDING TO PROPORTIONS OF FLATS AND HOUSES 

 
20. The estimated proportion of an authority’s stock with common facilities is 

calculated as: 
 

(89% of its flats + 13% of its houses) / stock 
  

21. An authority with an average proportion of flats and an average proportion of 
houses would spend 14.2% of its initial costs on the management of dwellings 
with common facilities.  This part of Step 1 costs is either increased or 
decreased. 
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22. Each authority’s Step 2 costs =  
 

85.8% of Step 1 costs 
 

plus 
 

14.2% of Step 1 costs x (estimated proportion of individual LA’s 
dwellings with common facilities) / (average estimated proportion of 
all LAs’ dwellings with common facilities). 

 
The average estimated proportion of all LAs’ dwellings with common facilities 
is the stock weighted average of the estimated proportion of individual LAs’ 
dwellings with common facilities. This is 47.9%. 

 
STEP 3:  
INCREASE STEP 2 COSTS ACCORDING TO PROPORTION OF 
MEDIUM AND HIGH RISE FLATS 
 

23. Step 2 costs assume that each authority has the level of rent arrears and tenant 
management costs which would arise if all its stock were either houses or low-
rise flats. Step 3 corrects this assumption and adds to the Step 2 costs of each 
authority. The greater is an authority’s proportion of medium and high rise 
flats, the greater is the addition to its costs. 

 
24. An authority with an average proportion of medium and high rise flats would 

spend 20.0% of management costs on such rent arrears and tenancy 
management activities. Therefore, each authority’s Step 2 costs are partitioned 
as follows: 

 
(i)  80.0% of Step 2 costs is not related to medium and high rise flats 

and is unchanged; and 
 
(ii)  20.0% of Step 2 costs is related to medium and high rise flats and 

is increased. 
 

25. Each authority’s Step 3 costs = 
 

80.0% of its Step 2 costs 
 

plus 
 

20.0% of its Step 2 costs x (factor for medium rise and high rise flats) 
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where factor for medium and high rise flats = 

 
individual LA’s proportion of houses, bungalows and low rise flats x 
1.0 
 
plus 

 
individual LA’s proportion of medium and high rise flats x 2.3 

 
26. The table illustrates that the 20.0% of the Step 2 costs which is related to 

medium and high rise flats is increased according to an authority’s medium and 
high rise proportion: 

 
Proportion of medium and high 

rise 
Multiply 20.0% of Step 2 costs 

by 
0% 1.00 
25% 1.325 
50% 1.65 
75% 1.975 
100% 2.3 

 
 

STEP 4:  
INCREASE OR DECREASE STEP 3 COSTS ACCORDING TO 
CRIME FACTOR AND RE-LETS AND TERMINATIONS 
PERCENTAGE 

 
27. An authority with an average level of crime and re-lets and terminations would 

spend 22.8% of management costs on crime-driven activities, and 9.6% of costs 
on re-lets and terminations-driven activities. Therefore, each authority’s Step 3 
costs are partitioned as follows: 

 
(i)  67.6% of its Step 3 costs are related neither to crime nor to re-

lets and terminations - these are unchanged; 
 
(ii)  22.8% of its Step 3 costs are increased or decreased according 

to its crime factor; and 
 
(iii) 9.6% of its Step 3 costs are increased or decreased according to 

its re-lets and terminations percentage. 
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CRIME FACTOR 
29. This is based on violence against the person per 1,000 population - average 

rate for 2003-2004, 2004-2005 and 2005-2006.   These series have been 
obtained from the Home Office and can be seen for all authorities in 
columns 192, 193 and 194 of Annexes Excel sheet LAData which can be 
accessed via Communities and Local Government's website.  (The violence 
against the person data for the City of London continues to be adjusted to 
take account of bias caused by the proportionally large number of non-
residents who work there.  Without this adjustment, the reported crime rate 
would overstate the incidence of violence against the person affecting local 
residents.  A population weighted average of Camden, Westminster and the 
City of London is used instead for each of 2003-2004, 2004-2005 and 2005-
2006.) 

 
30. We have adopted a rolling average of three years in order to smooth 

changes from one year's Determination to the next.      
 
31. For each authority, 22.8% of its Step 3 costs is multiplied by its crime factor. 
 
32. Crime factor for each authority = 
 

(crime rate for that authority) 
(national average crime rate per 1,000 population for all authorities in 

England, whether or not with HRAs ). 
 

33. An authority with a crime rate greater (less) than the national average will 
have an increase (decrease) in 22.8% of its Step 3 costs. 
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RE-LETS AND TERMINATIONS PERCENTAGE 

 
34. For each authority, 9.6% of its Step 3 costs is multiplied by its re-lets and 

terminations percentage, relative to the stock-weighted average re-lets and 
terminations percentage for all authorities with stock. 

 
35. The re-lets and terminations percentage is calculated as  

(average of re-lets and terminations) 
stock. 

 
36. An authority with a re-lets and terminations percentage greater (less) than 

the stock-weighted average will have an increase (decrease) in 9.6% of its 
Step 3 costs. 

 
37. The HRA housing management costs to which the re-lets and terminations 

percentage is applied are costs associated with re-letting and terminations 
activities. 

 
STEP 5:  
INCREASE STEP 4 COSTS OF SOME AUTHORITIES TO 
ALLOW FOR EXTRA MANAGEMENT COSTS FOR TACKING 
DEPRIVATION 

 
38. Authorities with housing stock have been divided into five categories.   
 

These categories are based on the ranks of all LAs (whether or not with 
HRAs) on the following six measures of deprivation listed in Annex L of 
The English Indices of Deprivation 2004 (ODPM June 2004), ID2004: 

 
• Average score 
• Average rank 
• Extent 
• Local concentration 
• Income scale 
• Employment scale 

 
The Chart in Annex 3 describes how Step 5 adds to the relative need to 
spend of some LAs, according to their categorisation. 
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STEP 6:  
GEOGRAPHICAL COST ADJUSTMENT 

 
39. The total costs from Step 5 for each authority are multiplied by its Area 

Cost Adjustment (ACA) for Personal Social Services for Older People used 
for the calculation of Revenue Support Grant for 2006-2007.  (The 2007-
2008  Determination uses the same values as in 2006/07 as the numbers 
have not changed since then.) The following table gives ACA values: 

 
Table of ACA Values for Step 6 of calculation of management 
allowances before transitional arrangements 
 

Area      ACA for 2007-2008  
City of London 1.4876 
Inner London 1.2864 
West Outer London 1.1588 
Rest of Outer London 1.0890 
Surrey, Berkshire and West Sussex Fringe 1.1417 
Hertfordshire and Buckinghamshire Fringe 1.1081 
Kent and Essex Fringe 1.0878 
Bedfordshire and Hertfordshire Non-Fringe 1.0563 
Berkshire Non-Fringe 1.1423 
Buckinghamshire Non-Fringe 1.0943 
Essex Non-Fringe 1.0094 
Kent Non-Fringe 1.0077 
West Sussex Non-Fringe 1.0034 
Avon 1.0420 
Cambridgeshire 1.0519 
Cheshire 1.0180 
East Sussex 1.0116 
Gloucestershire 1.0208 
Greater Manchester 1.0201 
Hampshire and Isle of Wight 1.0447 
Leicestershire 1.0057 
Northamptonshire 1.0196 
Oxfordshire 1.0767 
Warwickshire 1.0217 
West Midlands 1.0174 
West Yorkshire 1.0079 
Wiltshire 1.0278 
Council of the Isles of Scilly 1.5000 
Rest of England 1.0000 

 
Note: For authorities within the two ACA areas which do not provide personal 
social services for older people (Hertfordshire and Buckinghamshire Fringe and West 
Sussex Non-Fringe), the table shows Communities and Local Government's calculation 
of what their ACAs would have been if they did provide these services. 
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STEP 7:  
ADJUST ALL STEP 6 COSTS SO THAT THEIR AGGREGATE 
EQUALS THE AMOUNT OF MANAGEMENT ALLOWANCES 
MADE AVAILABLE BY THE SPENDING REVIEW 

 
 
40.  Step 7 allowance per dwelling before transitional arrangements = 
 

Step 6 costs x national scaling factor 
 

where, national scaling factor = Y / Z 
 

Y = the sum over all authorities in the 2007-2008 HRA Subsidy 
Determination of (each authority’s dwellings in 2007-2008 HRA 
Subsidy Determination) x (its management allowance per dwelling in 
the 2006-2007 HRA Subsidy Determination) x uplift 

 
uplift = (1 + real increase + re-basing + inflation) 

 
real increase = 0.00 

 
re-basing is 0.01 
 
inflation (Treasury forecast of GDP deflator) is 0.027  

 
Hence, uplift is 1.037 that is a cash increase of 3.7% per dwelling.  
 
Z = the sum over all authorities in the 2006-2007 HRA Subsidy 

Determination of their Step 6 costs. 
 

41. Step 7 produces the final management allowance before transitional 
arrangements for each local authority. 

 
42. The national scaling factor is 1.850922. 
 

 See Annex 2 below for the calculation of the re-basing percentage. 
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Calculation of management allowances 
per dwelling after transitional 
arrangements 

 
43. Ministers have decided that an authority's 2007-2008 management allowance 

per dwelling after transitional arrangements will be at least equal in cash 
terms to its 2006-2007 management allowance per dwelling. 

 
44. For some authorities the management allowance per dwelling is greater after 

than before transitional arrangements.  For other authorities, the reverse is 
the case. In aggregate the gains to the former authorities equal the losses to 
the latter authorities. 

 
45. An authority's management allowance for 2007-2008 will be the higher of: 
 

(a) 99.55% of its management allowance for 2007-2008, corrected as 
explained in the letter of February 2006 to Chief Finance Officers; and 

 
(b) 100% of its management allowance for 2006-2007 before transitional 

arrangements, as calculated at Step 7 above. 
 
46. The management allowance per dwelling for 2007-2008 after transitional 

arrangements for each authority is specified in column 1 of Part I of 
Schedule 1 to the HRA Subsidy Determination 2007-2008. The full 
calculation for any authority is presented in Annex B to the subsidy 
determination. 
 

Maintenance allowances 
 

Calculation of maintenance allowances per dwelling before 
transitional arrangements 

 
47. There are seven steps in the calculation of maintenance allowances per 

dwelling before transitional arrangements. 
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STEP 1:  
CALCULATE EACH AUTHORITY'S RELATIVE NEED TO SPEND 
ON RESPONSIVE REPAIRS FOR ALL ARCHETYPES 

 
48. Each archetype’s responsive repair base weight (see Table after Step 7 

below) is multiplied by its relevant backlog factor and then rounded to an 
integer to give adjusted responsive repairs per dwelling. 

 
49. Adjusted responsive repairs per dwelling for each archetype are multiplied 

by an authority’s stock of that archetype and then summed across all 
archetypes. For each part of the maintenance calculations, stock excludes 
the authority’s share of dwellings in shared ownership but includes: 

 
(i) the dwellings equivalent of bed-spaces in hostels and houses in multiple 
occupation; and  

 
(ii) PFI dwellings. 

 
50. This total of adjusted responsive repairs for each authority excludes any 

expenditure related to crime.  To allow for expenditure related to crime, the 
total of adjusted responsive repairs for each authority is increased by 
multiplying by crime factor #1 to give an authority’s final relative need to 
spend on adjusted responsive repairs. 

 
51. Crime factor #1 is based on: 

• criminal damage per 1,000 households - average rate for 2003-2004, 
2004-2005 and 2005-2006 

• burglary per 1,000 households - average rate for 2003-2004, 2004-2005 
and 2005-2006 

• with the weight given to criminal damage being twice that given to 
burglary. 

 
52. These series have been obtained from the Home Office and can be seen for 

all authorities in columns 190 to 195 of Annexes Excel sheet LAData which 
can be accessed via  Communities and Local Government's website. 

 
53. Both criminal damage and burglary are expressed per 1,000 households 

rather than per 1,000 population.  The former is a better indicator of the 
likelihood of a dwelling requiring maintenance expenditure because of actual 
or potential crime. 

 
54. We have adopted a rolling average of three years' series in order to smooth 

changes from one year's Determination to the next.      
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55. The formula for Crime factor #1 is shown at Line 22 of Annex A to the 

HRA Subsidy Determination.  Its theoretical minimum value is 1.00. In 
practice its value for each authority is greater than 1.00, thus serving to 
increase its relative need to spend on responsive repairs.  The greater is its 
weighted crime rate and the greater is the proportion of medium and high 
rise dwellings in its stock, then the greater is its Crime factor #1. 

 

STEP 2:  
CALCULATE EACH AUTHORITY’S RELATIVE NEED TO SPEND 
ON PLANNED WORKS FOR ALL ARCHETYPES 

 
56. Each archetype's planned works base weight (see table after Step 7 below) is 

multiplied by an authority’s stock of that archetype and then summed across 
all archetypes. 

 
STEP 3:  
CALCULATE EACH AUTHORITY’S RELATIVE NEED TO SPEND 
ON BASIC WORKS FOR RE-LETS AND TERMINATIONS FOR 
ALL ARCHETYPES 
 

57. Each archetype's base weight for basic works for re-lets and terminations 
(see Table after 7 below) is multiplied by an authority’s stock of that 
archetype and then summed across all archetypes. 

 
58. This total of basic works for re-lets and terminations for each authority is 

then multiplied by that authority’s re-lets and terminations percentage. This 
percentage is a proxy for dwellings whose tenancy is either re-let or 
terminated during the year. 

 
59. The re-lets and terminations percentage is calculated as  (average of re-lets 

and terminations) / stock.  The HRA maintenance costs to which the re-lets 
and terminations percentage is applied are costs associated with re-letting 
and terminations activities. 
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STEP 4:  
CALCULATE EACH AUTHORITY’S RELATIVE NEED TO SPEND 
ON CRIME RELATED WORKS TO VOIDS FOR ALL 
ARCHETYPES 

 
60. Each archetype's base weight for crime related works to voids (see Table 

after Step 7 below) is multiplied by an authority’s stock of that archetype 
and then summed across all archetypes. 

 
61. This total of crime related works to voids for each authority is then 

multiplied by that authority’s 2005-2006 voids percentage.  This has been 
approximated as:   

 
(rent loss on void dwellings in the period 1 April 2005 to 31 March 2006)  

(total value of rent roll in the period 1 April 2005 to 31 March 2006). 
 
62. This measure of average voids percentage throughout the year is considered 

more relevant than an end year voids percentage. 
 
63. There is then a further multiplication by crime factor #2, based on the same 

weighted crime series as for responsive repairs.  This ensures that an 
authority's relative need to spend on crime related works to voids reflects 
the relative incidence of crime in that authority. 

 
64. Crime factor #2 (see Line 36 in Annex A to the HRA Subsidy 

Determination) ranges from zero for a hypothetical authority with no crime 
to 1.00 for the authority with the highest crime rate. 

 
STEP 5:  
TOTAL RELATIVE NEED TO SPEND, PRIOR TO 
CONSIDERATION OF GEOGRAPHICAL VARIATION IN THE 
COST OF MAINTENANCE ACTIVITIES 

 
65. Step 5 is the sum of the relative needs to spend calculated in Steps 1 to 4. 
 

STEP 6:  
TOTAL RELATIVE NEED TO SPEND, AFTER CONSIDERATION 
OF GEOGRAPHICAL VARIATION IN THE COST OF 
MAINTENANCE ACTIVITIES 

 
66. The location adjustment factor for the BCIS All-in Tender Price Index is 

available by county. It is published quarterly by BCIS in Surveys of Tender 
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Prices. The simple average of this location adjustment factor for each county 
has been calculated from the February 2005, May 2005, August 2005 and 
February 2006 issues of Surveys of Tender Prices.  The UK value is 1.00.   

 
67. The 2007-2008 Final Determination will be based on the February 2005, 

May 2005, August 2005 and February 2006 issues of Surveys of Tender Prices.  
This could result in small changes to maintenance allowances.   

 
Each authority’s relative need to spend on maintenance from Step 5 is 
multiplied by the location adjustment factor for its county.  The table at 
Annex 1 gives these factors. 

  
STEP 7:  
ADJUST ALL STEP 6 TOTALS OF RELATIVE NEED TO SPEND 
SO THAT THEIR AGGREGATE EQUALS THE AMOUNT OF 
MAINTENANCE ALLOWANCES MADE AVAILABLE BY THE 
SPENDING REVIEW 

 
68. Step 7 allowance before transitional arrangements = 
 

Step 6 total x national scaling factor 
 

where: 
  

national scaling factor = Y / Z 
 

Y = the sum over all authorities in the 2007-2008 HRA Subsidy 
Determination of (each authority’s dwellings in the  2007-2008 HRA 
Subsidy Determination) x (its maintenance allowance per dwelling in 
the 2006-2007 HRA Subsidy Determination) x uplift 

 
uplift = (1 + real increase + re-basing + inflation) 

 
real increase = 0.00 

 
re-basing is 0.01 
 
inflation (Treasury forecast of GDP deflator) is 0.027 

 
 

Hence, uplift is 1.037, that is a cash increase of 3.7% per dwelling.   
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Z = the sum over all authorities in the 2007-2008 HRA Subsidy 
Determination of their Step 6 totals. 

 
69. The national scaling factor is 0.660915. 
 

See Annex 2  below for the calculation of the re-basing percentage. 
 

Maintenance:  base weights per archetype per dwelling 
Archetype Base weights 
 Responsi

ve repairs 
£ 

Backlog 
Factor 

Planned 
repairs 

£ 

Basic 
works for 
re-lets and 
terminatio

ns 
£ 

Crime 
related 

works to 
voids 

£ 

Traditional dwellings 

Pre-1945 small 
terrace houses 

168 1.14 1,014 1,545 530 

Pre-1945 semi-
detached houses 

190 1.64 1,042 1,606 530 

All other pre-1956 
houses 

214 1.15 1,255 1,655 530 

1945-64 small 
terrace houses 

155 1.16 917 1,545 530 

1945-64 large 
terrace, semi-
detached and 
detached houses 

186 1.28 970 1,632 530 

1965-1974 houses 141 1.21 968 1,621 530 
Post 1974 houses 207 1.23 995 1,621 530 
Non-traditional dwellings 

All houses 173 1.30 1,190 1,606 530 
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Traditional and non-traditional dwellings 

Pre-1945 low rise 
(1-2 storey) flats 

82 1.44 692 1,127 530 

Post 1944 low rise 
(1-2 storey) flats 

89 1.44 1,002 1,125 530 

Medium rise (3-5 
storey) flats 

111 1.72 1,386 1,186 530 

High rise (6 or 
more storey) flats 

84 1.72 1,296 1,414 530 

Bungalows 135 1.71 898 1,078 530 
Multi-occupied dwellings 

Pre 1945 multi-occ 
dwellings 

82 1.44 692 1,127 530 

Post 1944 multi-
occ dwellings 

89 1.44 1,002 1,125 530 

 

Calculation of maintenance allowances 
per dwelling after transitional 
arrangements 

 
70. Ministers have decided that an authority's 2007-2008 maintenance allowance 

per dwelling after transitional arrangements will be at least equal in cash 
terms to its 2005-2006 maintenance allowance per dwelling. 

 
71. For some authorities the maintenance allowance per dwelling is greater after 

than before transitional arrangements.  For other authorities, the reverse is 
the case.  In aggregate the gains to the former authorities equal the losses to 
the latter authorities. 

 
72. An authority's maintenance allowance for 2007-2008 will be the higher of: 
 

(a) 100.00% of its maintenance allowance for 2006-2007; and 
 

(b) 98.39% of its maintenance allowance for 2007-2008 before transitional 
arrangements, as calculated at Step 7 above. 
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73. The maintenance allowance per dwelling for 2007-2008 after transitional 
arrangements for each authority is specified in column 1 of Part II of 
Schedule 1 to the HRA Subsidy Determination 2007-2008. The full 
calculation for any authority is presented in Annex A to the determination. 

  
 

Major repairs allowance  
(paragraph 4.3 of the determination) 

 
74. The Major Repairs Allowance (MRA) represents the estimated long-term 

average amount of capital spending required to maintain a local authority’s 
housing stock in its current condition. 

 
75. The 2007-2008 MRA is based on a set of national average unit costs for 

each of 13 property types (or ‘archetypes’). These are shown in the following 
table: 

 
Major Repairs Allowance: unit costs per archetype  
 
Archetype National average MRA 

per Archetype (2007-
2008 prices) £ 

Traditional dwellings 

Pre-1945 small terrace houses 378 
Pre-1945 semi-detached houses 434 
All other pre-1956 houses 445 
1945-64 small terrace houses 616 
1945-64 large terrace, semi-detached and detached 
houses 

708 

1965-1974 houses 698 
Post 1974 houses 518 
Non-traditional dwellings 

All houses 567 
Traditional and non-traditional dwellings 

Pre-1945 low rise (1-2 storey) flats 496 
Post 1944 low rise (1-2 storey) flats 736 
Medium rise (3-5 storey) flats 747 
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High rise (6 or more storey) flats 898 
Bungalows 566 
Multi-occupied dwellings 
Pre 1945 multi-occ dwellings 496 
Post 1944 multi-occ dwellings 736 
 
76. These national unit costs were calculated by estimating the annual cost of 

replacing individual building elements (e.g. windows, kitchen, bathroom, 
roof) as they reach the end of their useful life.  Data from the English 
House Condition Survey and the Valuation Office Agency were then used 
to establish, at the national level, the likely timings and costs of replacement 
of building elements for each archetype. These amounts were summed to 
estimate the total expenditure needed for each archetype to replace these 
building elements over the next 30 years.  Finally, these totals were 
converted into annual average MRA costs per archetype. 

 
77. The 2007-2008 MRA per dwelling for each authority is calculated as follows: 
 

(i) Multiply the number of dwellings at 1 April 2006 (including non-permanent 
dwellings, but excluding shared ownership dwellings and excluding PFI 
dwellings) in each of the 13 MRA archetypes by the national average MRA 
per dwelling appropriate to each archetype; 

 
(ii) Summing across all archetypes, the resulting total is the unadjusted MRA for 

an authority; 
 
(iii) An authority's MRA equals its unadjusted MRA times its geographical cost factor 

times the geographical adjustment; 
 

(a) The geographical cost factor for an authority is the same BCIS measure  as 
described above at maintenance Step 6.  It is listed in Annex 1 below. 

 
(b) The geographical adjustment is 0.972293. It is the sum over all authorities of their 

unadjusted MRAs divided by the sum over all authorities of their unadjusted 
MRAs times their geographical cost factors. The  geographical adjustment ensures 
that application of the geographical cost factors does not change the 
total spending on MRA. The geographical adjustment is less than one 
because the geographical cost factor is centred on UK = 1.00 and, on 
average, English HRAs have a geographical cost factor greater than one.   

 
(iv) An authority's MRA is divided by its total number of relevant dwellings as 

at 1 April 2006 to produce its MRA per dwelling. This is shown in Schedule 
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1 Part III, Column 1 of the 2007-2008 HRA Subsidy Determination. The 
full calculation for any authority is presented in Annex F to the HRA Subsidy 
Determination. 

Charges for capital  
(paragraph 5 of the determination)  
 

Debt management expenses 
78. For 2006-2007, the allowance was calculated on the basis of  a fixed sum of 

£35,576 plus £429 for each  £1 million of an authority’s SCFR, where this 
was positive.  For 2007-2008, the allowance will be calculated on the same 
basis, with the amounts in the formula up-rated to take account of inflation - 
a fixed sum of  £35,646 plus £430 for each  £1 million of SCFR where this 
is positive. The amounts at column 2 of Schedule 2 will be calculated on this 
basis. Authorities with a negative or nil SCFR will be assumed to be free of 
HRA debt and will therefore receive no allowance in subsidy for debt 
management expenses.  

Other items of reckonable expenditure 
(paragraph 6 of the determination) 
  

79. No changes have been made from the arrangements that applied in 2006-
2007, and the definitions in Heads 1-6 in paragraph 7.1 of the determination 
are unchanged.  The specified amounts under these Heads (columns 1-6 of 
Schedule 3 to the determination) are based upon data provided by 
authorities in form 07B2 (cells F001oe –F006oe ). 

 

The rental constraint allowance – 
(paragraph 7 of the determination) 
 

80. The Determination includes the new Rental Constraint Allowance originally 
introduced in The Housing Revenue Account Subsidy Determination 2006-
2007 Amending Determination 2006. This provides for the calculation and 
payment of an off-set in-year for authorities who implement the 
recommended 5% cap on rent increases and also replaces the previous 
calculations for compensation for “caps and limits”. 



 
 

22

81. As in 2006-2007, it is anticipated that the rental constraint allowance will be 
included in the second advance claim form. 

 

Guideline rents  
(paragraph 8 of the determination) 

 

 Calculation of formula rent 

82. There are no changes in the methodology for calculating formula rents. 
83. The Table below gives weightings for the calculation of a dwelling's formula 

rent on the rent restructuring rules introduced following the three-year 
review of rent restructuring in 2004. 
Calculate the formula rent at 2000-2001: 
2000-2001 formula rent = 
(70% x bedroom weight x national average rent in April 2000 x relative county manual 
earnings) 
+ 
(30% x national average rent in April 2000 x property value relative to national average 
property value in January 1999) 

 
 

   
  Bed weights 
 1  0.90  
 2  1.00  
 3  1.10  
 4  1.20  
 5  1.30  
 6+  1.40  
 Bedsits  0.80  
 HMOs  1.00  

National average property value, Jan 1999 
  £49,750  

National average rent, April 2000 
   £54.62  
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 New rules from 2006-07

Uplifts 
Uplifts to infl (a) real Total 

01-02 3.3% 1.0% 4.3%
02-03 1.7% 0.5% 2.2%
03-04 1.7% 0.5% 2.2%
04-05 2.8% 0.5% 3.3%
05-06 3.1% 0.5% 3.6%
06-07  2.7% 0.5% 3.2%

07-08 (b)  3.6% 0.5% 4.1%
08-09 (b) 2.8% 0.5% 3.3%
09-10 (b) 2.8% 0.5% 3.3%
10-11 (b) 2.8% 0.5% 3.3%
11-12 (b) 2.8% 0.5% 3.3%

(a) RPI All Items at September of previous year. 
(b) inflation from 2008-2009 onwards assumed 2.8% for illustrative purposes. 
 

84. Lines 1 to 24 of Annex D  to the Determination show the calculation of an 
authority's 2007-08 average formula rent using the "new" rent restructuring 
rules: 

• Lines 1 to 10 calculate the average LA bedroom weighting (Line 10).  Note 
that, as shown in the above table, there are new weights for dwellings 
with 3 bedrooms, 4 bedrooms, 5 bedrooms and 6 or more bedrooms 
(Lines 4 to 7). 

• Lines 11 to 17 calculate relative county manual earnings (Line 16) and 
relative property value (Line 17).  Note that, as shown in the above table, 
there is a new national average property value in January 1999 (Line 12) and 
a new national average rent in April 2000 (Line 13). 

• Lines 18 to 24 calculate the 2007-2008 formula rent per dwelling.  Note 
that, as shown in the above table, the uplifts for 2001-2002, 2002-
2003, 2003-2004, 2004-2005,2005-2006 and 2006-2007 (Lines 19 to 
23) are unchanged from last year (Note: Data for 2001-2002 is 
incorporated in the calculation but not shown in the spreadsheet 
digest). 

 



 
 

24

Calculation of guideline rent 
  
85. Lines 25 to 38 calculate the 2007-2008 pre-set annual Guideline Rent per dwelling: 

• Line 25 is the pre-set 2002-2003 Guideline Rent per dwelling per week. 

• Lines 26 to 35 calculate the 2007-2008 Guideline Rent per dwelling per 
week.  

• Line 36 is the 2007-2008 pre-set weekly Guideline Rent per 
dwelling per week.. Line 38 gives the annual equivalent, rounded 
to the nearest penny.  It is shown in column 2 of Schedule 4  to 
the determination. The underlying data and calculations as set out 
above are also shown in the authority specific annexes which have 
been sent to each authority and placed on Communities and Local 
Government’s web-site. 

Calculation of average limit rent 
 

86. Although not part of the Determination, Lines 39 to 51 calculate the 2007-
2008 pre-set Average Limit Rent per dwelling per week. The methodology is the 
same as that used for Guideline Rent. 

 
 Interest on receipts  
(paragraph 9 of the determination) 

87. The 3 month LIBID rate used to calculate assumed interest on capital 
resources for authorities with a negative SCFR is that at 29 September 2006 
5.02%. Specified amounts for mortgage interest receipts are set out in 
column 2 of Schedule 5 to the determination, and the Interest on Receipts 
calculation for your authority is set out in Annex E of the authority-specific 
material (subject, of course, to any change in the SCFR under paragraph 6.2 
of the determination, as a result of significant changes in stock levels).  

 
 

 

Communities and Local Government/DHHFCD 
19 December 2006 
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Annex 1 
 

Table of BCIS geographical cost factors for 
Step 6 of calculation of maintenance 
allowances before transitional arrangements 
and for MRA 

 
The geographical cost factor for the BCIS All-in Tender Price Index is available by 
county. It is published quarterly by BCIS in Surveys of Tender Prices. The simple 
average for each county has been calculated from the November 2004, February 
2005, May 2005 and August 2005 issues of Surveys of Tender Prices.  The UK value is 
1.00.   
 
The 2007-2008 Final Determination will be based on the May 2005, August 2005 
November 2005 and February 2006 issues of Surveys of Tender Prices.  
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  BCIS (not GO) Region County Factor 
1 Northern Cleveland 0.959 
2  Cumbria 0.995 
3  Durham 0.959 
4  Northumberland 0.985 
5   Tyne & Wear 0.959 
6 Yorks & Humberside Humberside 0.954 
7  N Yorkshire 0.976 
8  S Yorkshire 0.960 
9   W Yorkshire 0.944 

10 East Midlands Derbyshire 0.935 
11  Leics 0.940 
12  Lincolnshire 0.930 
13  Northants 0.989 
14   Notts 0.926 
15 East Anglia Cambs 1.038 
16  Norfolk 0.993 
17   Suffolk 1.008 
18 SE excl GL Beds 1.054 
19  Essex 1.060 
20  Herts 1.104 
21  Kent 1.094 
22  Surrey 1.135 
23  East Sussex 1.094 
24  West Sussex 1.084 
25  Berkshire 1.075 
26  Bucks 1.067 
27  Hampshire 1.044 
28  Isle of Wight 1.036 
29   Oxfordshire 1.030 
30 Greater London Inner London 1.186 
31   Outer London 1.106 
32 South West Avon 1.015 
33  Cornwall 0.991 
34  Devon 0.991 
35  Dorset 1.023 
36  Gloucs 1.015 
37  Somerset 0.985 
38   Wiltshire 1.005 
39 West Midlands Hereford & Worcester 0.949 
40  Shropshire 0.943 
41  Staffs 0.923 
42  Warks 0.979 
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43   W Midlands 0.959 
44 North West Cheshire 0.964 
45  Greater Manchester 0.974 
46  Lancashire 0.974 
47   Merseyside 0.981 
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Annex 2 

Re-basing percentage for management and 
maintenance allowances in the 2007-2008 
Determination 
 
1. Communities and Local Government's policy continues to be that rent 

restructuring will have no effect on the aggregate level of resources available to 
councils nationally.  This is achieved by a re-basing component in the uplift of 
both management and maintenance allowances.  In the 2005-2006 
Determination, re-basing was 1.90%. 

 
2. The re-basing component in the 2007-2008  Determination is calculated as 1%   
 
per dwelling per week       

A 2006-2007 stock-weighted average 
guideline rent before caps and limits 
adjustments in respect of the stock at April 
2006 in the  2007-2008 Determination. (These 
are historic guideline rents calculated using the 
new rent restructuring rules.)  

£56.13

  
B 2007-2008 stock-weighted average 

guideline rent in respect of the stock at April 
2006 in the  2007-2008 Determination. 
(Historic guideline rents are calculated using 
the new rent restructuring rules.)  

£60.15

  
C = B - A Increase in stock-weighted average 

guideline rent before caps and limits 
adjustments in respect of the stock at April 
2006 in the  2007-2008 Determination. 

£4.02

  
D 2006-2007 average actual rent in respect of 

the stock at April 2006 in the  2007-2008 
Determination. 

£57.79

  
E 2007-2008 average formula rent in respect of 

the stock at April 2006 in the  2007-2008 
Determination.  (Formula rents calculated from 
"new" rent restructuring rules.) 

£69.90
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F = 
(D*1.041) + 
(E - D*1.041) / 
5 

2007-2008 simulated average formula rent in 
respect of the stock at April 2006 in the  2007-
2008 Determination.  

£61.51

  
G = F - D Increase in stock-weighted average actual 

rent in respect of the stock at April 2006 in the  
2007-2008 Determination. 

£3.72

  
H = 
98% of (C - G) 

Loss of resources (allowing for 2% voids) £0.30

  
I Average 2006-2007 management and 

maintenance allowances 
£30.76

  
J = H / I Re-basing percentage = loss of resources as 

percentage of 2006-2007 M&M allowances 
1%
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Authority ranked in the 
top 25 worst authorities 
(whether or not with 
HRA) on at least one of 
the six deprivation
measures ? 

Authority ranked in the 
top 50 worst authorities 
(whether or not with 
HRA) on at least one of 
the six deprivation
measures ? 

Authority ranked in the 
top 75 worst authorities 
(whether or not with 
HRA) on at least one of 
the six deprivation
measures ? 

Authority ranked in the 
top 100 worst authorities 
(whether or not with 
HRA) on at least one of 
the six deprivation
measures ? 

Authority does not 
qualify as deprived 
and receives zero 
deprivation add-on. 

No 

No 

No 

No 

Authority receives 
100% of [A] 

Authority receives 
75% of [A] 

Authority receives 
50% of [A] 

Authority receives 
25% of [A] 

Yes 

Yes 

Yes 

Yes 

 

Annex 3 
 

Management allowances calculation of step 
5 costs (deprivation add-on) 
 
[A] =  £85 x 10% of stock  

plus 
£85 x 90% of stock x extent for individual LA / maximum extent for all LAs 
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