Hexagon Housing Association Ltd

Board of Management

26th May 2015
Agenda Item 5
Update of the Financial Business Plan
Lead Board Member:  Debbie Bankole-Williams
Report from the Finance & IT Director
1.0
Recommendations
1.1
The Board is requested to approve the assumptions and forecasts in the plan. 
1.2
The Board is asked to note the results of stress-testing and to provide guidance to officers on which actions to prioritise in producing a mitigation plan.

______________________________________________________________

2.0
Summary

2.1 The Board last approved the 30-year financial forecast at its meeting in May 2014, but has received quarterly updates on the impact of interest rate and inflation forecasts as part of the treasury management reports. This report presents the results of the annual update of the forecast.
2.2 The plan can be assessed by considering the following questions:

· Is the interest cover ratio above the lending covenant level of 110% throughout the plan? [The interest cover ratio measures the Association’s surplus before interest with depreciation added back as a proportion of interest payable in the income & expenditure account]

· Is the gearing ratio below the limit of 56.7% determined by the Board’s current financial risk appetite throughout the plan? [The gearing ratio measures borrowing as a proportion of reserves plus grant in the balance sheet]

· Is EBITDA MRI above level of 110% determined by the Board’s current financial risk appetite 110% throughout the plan? [This is the ratio which compares the Association’s operating surplus (i.e. without sales) to the interest payable, after adjusting the former for capitalised stock improvement costs and depreciation and the latter for capitalised interest.    It is a measure of whether the existing business is generating enough cash to pay for all stock improvement as well as all interest.]
· Are the new loans from AHF (see report elsewhere on this agenda) sufficient to fund the plan? 

· What is the risk to achievement of these ratios if things do not go as planned? A stress test is set out in section 6.
2.3 The plan has now been updated for routine changes that are already known: 

· the March 2015 draft balance sheet;

· the 2015/16 budget;
· the latest development costs and grant – incorporating cash flow forecasts on both committed schemes and on provisional schemes to complete the 15/18 development programme. 
As usual, short term inflation and interest rates have been updated for the latest information available. A summary of these routine adjustments to assumptions is given in Appendix A.
2.4
More significant changes to assumptions are explained in section 3. These are:

· extra development costs

· slower increases in bad debts costs 

· extra pensions costs

· more detailed modelling of the intended loan to Horniman for an outright sales programme

· two new loans of £17m each from AHF, at fixed interest rates.
2.5
The model is not designed to predict what will happen in 30 years time. Rather, it provides an indicator of likely outcomes in the short to medium term and, through stress testing, the key business drivers and risk areas.   The model results therefore need to be considered in that context.

2.6
The forecasts demonstrate that the Association can achieve the all contracted development schemes, plus an outright sales programme via Horniman, whilst still maintaining existing stock. These programmes can be funded using proposed AHF facilities. 
2.7
The projected surplus is forecast to be worse than the previously approved plan because of increased costs agreed in the 15/16 budget. However, the key ratios of EBITDA MRI and gearing do not change significantly after 2021. This is because major repairs expenditure (which is more front loaded in this version of the plan) affects the EBITDA MRI ratio, but not the projected surplus.
2.8
The forecasts can withstand quite extreme levels of negative single factors, such as a rent freeze for some years. A combination of negative economic factors has been modelled to help the Board develop a mitigation plan.   

3.0 Changes to key assumptions since May 2014
3.1 Extra development costs  – Land and build costs have risen since the 15/18 bid, and there is now a significant risk that Hexagon will not be able to secure sites to complete the programme. An extra £773k of land and build costs has been added to the plan for 15/18 rented schemes, and an extra £2m for shared ownership schemes, in line with the report from the Development and Regeneration Director elsewhere on this agenda.  The impact on the plan is not significant as the £773k in capital costs around £45k interest a year, and the extra £2m is matched by extra sales receipts over the course of the plan.
3.2 Impact of introduction of Universal Credit – Around 50% of Hexagon’s general needs tenants and 90% of supported housing tenants have their rent fully or partially paid by housing benefit (HB). The Government is making changes to restrict the total cost of housing benefit, which will be gradually subsumed into Universal Credit payments. New HB claimants and those whose circumstances have changed will be transferred to Universal Credit, from 2015 onwards (in a few postcodes).  DWP has announced that if arrears reach two months’ rent the claimant will have housing payments switched back to payment directly to Hexagon.  

3.3 The Operations Director has provided the following estimates for how much rent might remain unpaid. To date, the arrears levels are similar for tenants paying social rent and those paying the higher market related rents, so this has been assumed to continue. 
	Business stream
	14/15 
actual
	15/16 budget
	16/17 
	17/18
	18/19
	19/20 onwards

	General needs 
	0.89%
	1.32%
	1.32%
	1.8%
	2.3%
	3%

	Supported housing 
	0.86%
	3.00%
	1.32%
	1.8%
	2.3%
	3%


In the May 14 version of the plan bad debts were assumed to rise from April 15 onwards to 2% for general needs social rents, 5% for general needs market related rents, 4.8% for supported housing social rents and 6% for supported housing market related rents. The assumption above is more prudent overall, but assumes a slower take up of Universal Credit. It also reflects the success of the Supported Housing team in bringing down arrears.
3.4 The gradual transfer from housing benefit paid direct to Hexagon 4 weeks in arrears to individual payments from tenants in receipt of Universal Credit is also likely to increase arrears, and thus have an impact on cash flow. Our working assumption is that rent arrears will double over the period from April 2016 to March 2020. Cash flow reduces by £889k over the period as a result.
3.5
Pension deficit.  Hexagon is currently paying £572k a year to fund the past service deficit in the SHPS final salary pension scheme. The pension trustees have announced that this will need to increase from April 2016, but will not be able to say how much until July 15. It has been assumed that the extra cost will be the same as the increase in April 2013, adding an average of £187k a year to management costs over 12 years.
3.6 Outright sales. The May 2014 version of the plan included an average investment of £2.5m in Horniman over 4 years to fund a small outright sales programme, provided a surplus of £0.3m. Since then, the Board has agreed to lend Horniman up to £10.5m at any one time to fund such a programme. Horniman intends to gift aid surpluses to Hexagon to subsidise the 15/18 development programme. This programme has been modelled in the plan as 3 overlapping schemes of around £4m each, with a peak funding requirement of £9.9m. A surplus of £3.1m (ie 25% on cost) has been assumed. 
3.7 Source of funds The May 2014 version of the plan indicated that Hexagon would require a new loan of £12m by June 2016.  This version requires a new loan of £18m by June 2016, the increase being due how the outright sales have been modelled.  It has been assumed that Hexagon will borrow £17m from AHF in July 2015 at a fixed interest rate of 3.5%, a further £17m from AHF to be drawn in August 2016, and will use the Santander facility to repay the £12.75m HBOS loan during 14/15. The rationale for this strategy is explained elsewhere on this agenda. 
4.0   
Other key assumptions reviewed for what we know now
4.1 Conversions to market related rents (MRR). In order to produce subsidy for the development programmes it has been assumed that 
· Some 1 bed and 2 bed property relet will be at the 80% of the market rent for the unit, or the applicable local housing allowance (LHA), whichever is lower;

· Some  3 bed property relet will be at the lower of 80% of market rent or  LHA
· all 4 bed properties relet will be at target rents

4.2
The May 2014 plan required 210 units be relet at MRR by March 2018. This version includes 142 already converted by March 2015, 42 conversions during 15/16 as per the approved budget and a further 4 in 16/17, giving a total of 188. Fewer conversions are required, as the subsidy per conversion to date has been higher than planned. This means we can retain more tenancies at social rent. 
	Bedsize
	Units re- let at MRR at by March 2015
	Forecast units re-let at MRR by Mar 2018
	14/15 MRR in May  2014 version of plan
	15/16 MRR in this version of plan 

	1 beds
	50
	70
	£174.33
	£178.78

	2 beds
	48
	68
	£191.40
	£207.38

	3 beds
	26
	26
	£164.29
	£179.60

	Supported housing
	18
	24
	£144.67
	£160.55

	Total 
	142
	188
	
	


4.3 For any units let at MRR, prospective tenants undergo a financial assessment process to ensure that they can afford to pay the rent both currently and under the Universal Credit regime, which caps total benefits at £500 a week.  
4.4 Disposals - The plan continues to assume that the Stock Investment Team will identify 4 units a year which are uneconomic to repair and are then sold. In addition, the plan assumes that further void units will be sold to subsidise the development programme. These will be units which have been formally assessed as being amongst the worst 15% for repair costs.  20 units have been sold to provide subsidy to the three development programmes between 2011 and March 2015, and a further 10 have been included in this version of the plan. This is less than previously planned, as average proceeds per unit have been rising.  
4.5
We are contractually committed to stop relet and disposal conversions when we have achieved the required subsidy level for the 15/18 programme. This will be monitored via quarterly PI reports. 
4.6 Future stock improvement costs - Costs for major repairs to existing properties have been taken from the Lifespan asset management system, but allowing 4% for fees and 20% for VAT. The average 30 year cost of future major repairs has moved from £29.2k per general needs home in the May 2014 plan to £30.4k in this version.  
4.7 Changes at Townley Road. The plan assumes that the Townley Road home is closed, and the building sold back to the health authority at cost.
5 Base case forecasts

5.1 The graph below compares the net annual surplus over the first 15 years of the plan to that in the May 2014 plan which was submitted to the HCA last year. The overall reduction in surplus reflects the increases in overhead and planned maintenance costs agreed as part of the 15/16 budget, plus increased bad debts once Universal Credit is fully in place. 
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5.2
The next graph compares the forecast gearing level to that in the May 2014 plan, the HBOS covenant level and the 56.7% limit set by the Board.  The increase to 55.6% at April 2017 is because I have deliberately included an outright sales programme which requires peak funding of £9.9m (ie close to the £10.5m limit set by the Board), at that date. However, if all goes according to plan, the HBOS covenant limit will be irrelevant by then as the loan will have been repaid, leaving a limit of 70% required by the remaining loans. 
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5.3 
The third graph compares the forecast EBITDA MRI to the minimum set by the Board and to the May 14 forecast.  The low point of 146% in 2019/20 is where the variable interest rate is assumed to rise from 2.90% to 5.8%. 
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5.4
Appendix B contains the first 10 years of the 30-year forecast for income & expenditure, balance sheets and gross cash flow, plus Hexagon covenants and some other key ratios. 
Operating surplus: The operating surplus reduces between 15/16 and 16/17. This is because rents are likely to rise by 1.1%, whereas there will be additional costs from the pension deficit and changes to national insurance. 

Borrowings as per balance sheet: Loans are at their highest at £180m in March 2017. 

Cash flow: The plan shows the Santander rolling facility being used to fund the peak of the development programme and then being repaid by Apr 18. In practice, this facility can provide £20m for further growth (provided it is drawn down by April 18).
5.5
Performance against the indicators over the life of the plan is satisfactory (See covenants and financial ratios sheet in Appendix B):

· the interest cover ratio is 240% at its lowest point, which is significantly above the covenant level of 110%

· the gearing ratio is 55.6% its highest point in March 2017, which is below the risk appetite limit of 56.7% set by the Board. 
· the EBITDA MRI ratio is now forecast to be 146% at its lowest point, which is above the 110% minimum set by the Board
6.0 Stress- testing the plan
6.1 
From 15/16 onwards, the Regulator expects registered providers (RPs) to “carry out detailed and robust stress testing against identified risks across a range of scenarios and putting appropriate mitigation strategies in place”. Further guidance in the Code of Practice indicates that RPs should explore those conditions which could lead to failure of the business, even if planned mitigations and controls are successfully implemented.  Stress testing should employ scenarios that are designed to assess resilience.
6.2
If one only thing goes wrong, what breaks the plan, and when? 

The first step is to change a single variable (without any mitigating actions), until the plan breaches a covenant. The stress test is timed to start from April 2016, as this is the point when all of the 15/18 programme has been committed (other than 2 small shared ownership schemes). The results are summarised below: 
	What 
	What breaks the plan
	What breaks, and when


	LIBOR rates increase sharply at April 2016
	LIBOR rises to 13%, and remains there 
	Interest cover drops to 109% in 20/21 and never recovers

	Salary and maintenance costs increase sharply at April 2016, and continue to do so
	Salary/maintenance cost inflation rises to 10% and stays there.
	Interest cover drops to 110% in 2028 and never recovers

	Rents are frozen from April 2016
	Rent freeze continues for 20 years
	Interest cover drops to 97% in 2033/4

	Bad debts in general needs increase from the 1.32% -3% assumed in the plan
	Bad debts in general needs rise to 30% throughout the plan
	Gearing rises to 70% in March 2031 and does not recover

	House prices drop by in April 2016 and rise only gradually from there. 
	House prices drop by 60% and recover only gradually
	Interest cover drops to 110% in 2017/18

	Mortgage market closes, so cannot sell any properties
	Unable to sell any properties (shared ownership, outright sales or voids) after Foxley and Birchfield.

This leaves 93 shared ownership units transferred to rent to home buy, and outright sales schemes completed but unsold for 5 years
	Does not break the plan, although would have to consider impairment charges

	Deflation, rather than inflation
	RPI drops to -10% and stays there. Costs (other than LIBOR also drop).
	Income cover drops to 100% in 37/38 and does not recover.


6.3 From the above, it appears that the main vulnerabilities are increased interest rates, property values and property sales. It is reassuring that the business as modelled can withstand a long rent freeze, and significant increases in management and maintenance costs. The Board would have quite a long time to take mitigating action in these scenarios. 
6.4 What combination of problems breaks the plan?  The next step is to use a combination of the factors to which the plan is the most vulnerable, as follows: 

· Interest rates rise sharply

· Mortgage finance becomes scarce (affecting property sales)

· House prices drop

· Bad debts arise in shared ownership for the first time, as leaseholders struggle to pay both mortgage payments and rent

· Bad debts rise in general needs because Universal Credit struggles to keep up with demand. 
The following combination has been used:
	What 
	Assumptions modelled

	LIBOR rates increase sharply at April 2016
	LIBOR rises to 8% and remains there for 5 years, before dropping to 5.8%

	Bad debts in general needs increase from the 1.32% -3% assumed in the plan
	Bad debts in general needs rise to 10% for 5 years 

And from 0% to 5% in shared ownership for 5 years

Rent arrears double in first year

	House prices drop in April 2016 and rise only gradually from there. 
	House prices drop by 25% and recover only gradually

	Mortgage market restricted so takes longer to sell properties
	No staircasing for 5 years 

Asset sales halve

40 new shared ownership units take a year to sell

40 new shared ownership units transferred to rent to home buy. 

Outright sales schemes mothballed from completion until sales begin again from April 2021.


Under this version, and without any mitigating actions, we would run out of cash in December 2016. If we could arrange a new £20m loan by then, it would only last two years, after which a further £24m would be needed permanently. However, we would break the interest cover ratio in 2019/20. The higher gearing ratio (which rises to 70% if HBOS is repaid) remains unbroken.  

6.5 
Under this scenario (which is not a forecast, merely a scenario to illustrate what it would take for Hexagon to fail financially) the Board would have to take swift action to prevent the organisation running out of cash and breaking the interest cover covenant. This would mean looking at options which would be unpalatable in normal circumstances. The Board could: 
· Cancel any uncommitted outright sales schemes

· Cancel the 2 uncommitted shared ownership schemes
· Try to arrange a sale and leaseback of the main office

· Reduce stock investment spending 

· Skip cyclical maintenance for a year
· Cut IT capital spend

· Increase asset sales in the teeth of a difficult property market started to recover

· Close the community investment team

· Close the resident involvement team

· Close the SHPS defined benefit scheme to new accruals (this may require permission from SHPS)

· Sell the sundry debts to a debt factor, and explore whether it is possible to do the same with rent arrears.

6.6  
The Board is asked to provide guidance to officers as to how to prioritise these actions, and whether there are any other actions that need to be included.  Following receipt of this guidance, a mitigation plan will be brought to Board in September. 
7.0
Translation to the HCA model

The HCA require a FFR (Financial Forecast Return). If the Board approves the base case business plan recommended in this report, the plan will be translated into the FFR in time for submission by the deadline of 30 June.  
8.0
Corporate Plan 


This update of the 30-year financial model indicates that the current development programme can be achieved, requiring no amendments to the corporate plan. 
Phil Newsam

pnewsam@hexagon.org.uk   020 8768 7902








Appendix A
Routine changes since May 2014 

1. 
Update for changes already known
1.1. The 14/15 budget has been used as the new base year for the model. This has been positive for the plan because of the decrease in responsive repairs costs. 

1.2. Annual unit management costs are based on 2015/16 budget costs as follows (previous year shown in brackets):


General needs management staffing costs

£217

(£199)

General needs other direct costs



£180

(£154)

General needs responsive maintenance staffing costs
£118

(£108)



 


The plan includes a limited number of extra staff as the units in management grow through development. The model adds one person in housing management for every 350 rented units or 500 shared ownership units, one in technical services for every 500 rented units and one in resident involvement for every 1500 rented units. No increases are assumed in central services. Achievement of this will require continuous efficiency savings.

1.3. Unit maintenance costs (excluding staff costs) are based on the 2015/16 budget as follows (previous year shown in brackets):

Responsive repairs for existing general needs units
£700

(£737)

Planned repairs for existing general needs units
£245

(£201)


Planned repairs are the annual cost per unit, assuming a six year programme for cyclical work, plus regular tree maintenance, asbestos monitoring and property surveys. 



1.4
All current development schemes have been included in the plan with cost and grant cash flows from the Sequel development software, and all shared ownership units being sold within 7 months of the handover date. Sales values are as advised by the Development Team. Annual management and maintenance costs for newer schemes are as approved by the Directors Group in January 2014, then increased for inflation.
2. Changes to short term inflation  and cost assumptions 

2.1. The assumptions used in the plan are set out below. Changes since the May 14 version of the plan are explained – these have been updated quarterly.
2.2. Inflation 
Property price inflation – The long term trend shows that UK property prices have risen by 7% pa on average since 1945 (albeit with significant fluctuations from the average). The current version of the plan includes house price inflation at the average of forecasts provided by Cluttons, Savills and Jones Lang LaSalle, before stabilising at 5.0% pa:

	Year
	2016/7
	2017/8
	2018/9 
	2019/20 
	2020/1
	2021/2
onwards

	This version
	3.8%
	4.7%
	4.7%
	4.0%
	3.0%
	5.0%

	May 14 version
	5.3%
	3.7%
	3.8%
	5.0%
	5.0%
	5.0%


RPI inflation for 2016 to 2019 has been taken from the average of independent forecasts as reported by HM Treasury. Thereafter, RPI has been maintained at 2.7% in the long term. This is because the Bank of England target for CPI is 2%, and RPI has averaged 0.7% above this.

Both housing and repairs costs are inflated at CPI plus 1.7% (equivalent to RPI +1%), as in the previous version of the plan. 

Staff cost inflation has been assumed as follows: 

	Year
	2016/7
	2017/8
	2018/9 
	2019/20 
	2020/21 onwards

	Staff cost inflation
	4.5%
	3.6%
	3.7%
	3.7%
	3.7%

	Real staff cost inflation (margin on CPI) 
	2.7%
	1.7%
	1.7%
	1.7%
	1.7%


Real staff cost inflation is projected to be higher in 2016/17 to take account of the increase in employers national insurance rates from April 2016 onwards. 
2.3. Interest rates and loan margins


For the 24 years between 1987 and 2011 real interest rates (defined as 3 month LIBOR compared to September RPI) have averaged 3.08%.  From 2019/20 onwards it has been assumed that the relationship between inflation and interest rates will revert closer to the average, and a level of 3.1% has been assumed, as in the previous plan. In the shorter term, LIBOR rates have been assumed to rise from 1.3% to 2.9%, being the average of independent forecasts published by the UK Treasury. 
2.4. Property sales
The plan assumes that sales of void units will revert to 4 units a year after March 2018, and that only those properties where it is not economic bring up to modern standards will be disposed of.
No sale income has been assumed from Right to Acquire or Social Homebuy, as the former does not produce surpluses and the latter is a small programme at the moment. Shared ownership staircasing has assumed to start in 2016/17 at 1% per annum, 2% in 17/18 and rise to 3% pa from 2018/19. 
2.5. Rents
Assumptions for existing General Needs and Supported Housing rents are in line with the Board’s approved rent restructuring plan for social rents, plus a proportion of relets to the lower of 80% of market rents, LHA or internal limit set for 3-beds.
All new rented units are assumed to be let at the lower of 80% of market rent and LHA – market rent figures have been based on valuations for each scheme. Shared ownership rents are assumed to start at 2.75% of unsold equity. 

Output from business plan base case











Appendix B
Key ratios 
	
	
	
	
	
	
	
	
	
	
	

	
	2016
	2017
	2018
	2019
	2020
	2021
	2022
	2023
	2024
	2025

	
	
	
	
	
	
	
	
	
	
	

	Operating surplus
	10,358,989
	9,344,003
	9,984,210
	10,268,738
	10,617,739
	10,643,558
	10,738,429
	10,804,360
	11,111,411
	11,372,509

	
	
	
	
	
	
	
	
	
	
	

	Surplus from sales
	4,115,637
	2,278,507
	4,471,446
	2,074,833
	1,448,206
	1,564,248
	1,712,597
	1,851,548
	1,959,237
	2,070,348

	
	
	
	
	
	
	
	
	
	
	

	Net surplus 
	9,434,688
	6,145,139
	8,021,471
	5,643,840
	4,548,597
	4,973,576
	5,462,413
	6,023,855
	6,819,019
	7,589,278

	
	
	
	
	
	
	
	
	
	
	

	ANTS Interest Cover 
	373%
	307%
	308%
	270%
	240%
	255%
	271%
	292%
	323%
	357%

	
	
	
	
	
	
	
	
	
	
	

	HBOS/ANTS Gearing
	50.20%
	55.60%
	47.90%
	44.00%
	41.90%
	39.50%
	37.00%
	34.30%
	31.60%
	28.70%

	
	
	
	
	
	
	
	
	
	
	

	EBITDA MRI Cover
	189%
	156%
	200%
	168%
	146%
	151%
	157%
	166%
	170%
	185%


Detailed income and expenditure account
	Period: 01 April 2015 - 31 March 2045
	2016
	2017
	2018
	2019
	2020
	2021
	2022
	2023
	2024
	2025

	 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 

	Income From Lettings
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Rent Receivable
	23,786
	25,143
	26,531
	27,755
	28,573
	29,257
	30,029
	30,819
	31,714
	32,467

	Service Charge Income
	1,792
	1,945
	2,059
	2,202
	2,259
	2,307
	2,355
	2,403
	2,453
	2,503

	Gross Rental Income
	25,578
	27,088
	28,589
	29,957
	30,832
	31,564
	32,384
	33,223
	34,166
	34,970

	Less Voids
	-229
	-366
	-382
	-395
	-408
	-418
	-430
	-442
	-455
	-467

	Management Charge Income
	472
	481
	490
	500
	510
	520
	530
	541
	552
	563

	
	
	
	
	
	
	
	
	
	
	

	Net Rental Income
	25,821
	27,203
	28,697
	30,062
	30,934
	31,666
	32,484
	33,322
	34,263
	35,066

	Other Housing Corporation Revenue Grants
	18
	18
	19
	20
	20
	21
	21
	22
	22
	23

	Total Turnover From Social Housing Lettings
	25,839
	27,221
	28,716
	30,081
	30,954
	31,686
	32,505
	33,344
	34,285
	35,089

	
	
	
	
	
	
	
	
	
	
	

	Management Costs
	3,717
	3,924
	4,109
	4,274
	4,422
	4,567
	4,718
	4,874
	4,899
	4,916

	Service Costs
	1,686
	1,893
	2,006
	2,148
	2,203
	2,250
	2,297
	2,344
	2,392
	2,440

	Care And Support Costs
	56
	58
	60
	62
	65
	67
	69
	71
	73
	76

	Routine Maintenance
	3,561
	3,742
	3,940
	4,101
	4,234
	4,382
	4,531
	4,692
	4,827
	4,965

	Planned Maintenance
	1,090
	1,130
	1,171
	1,213
	1,263
	1,310
	1,369
	1,430
	1,481
	1,528

	Major Repairs
	1,376
	1,823
	1,657
	1,772
	1,829
	1,894
	1,958
	2,029
	2,190
	2,254

	Bad Debts
	335
	344
	486
	628
	820
	841
	864
	888
	915
	937

	Lease Charges
	133
	135
	138
	141
	143
	146
	149
	152
	155
	158

	Depreciation Of Housing Properties
	2,967
	3,356
	3,699
	3,948
	4,128
	4,314
	4,507
	4,706
	4,930
	5,176

	Total Operating Costs
	14,921
	16,405
	17,268
	18,286
	19,106
	19,771
	20,462
	21,186
	21,861
	22,451

	
	
	
	
	
	
	
	
	
	
	

	Surplus (Deficit) On Social Housing Lettings
	10,919
	10,817
	11,448
	11,795
	11,849
	11,916
	12,044
	12,158
	12,424
	12,638

	
	
	
	
	
	
	
	
	
	
	

	Other Activities
	806
	-1,043
	1,841
	-777
	-1,231
	-1,272
	-1,305
	-1,353
	-1,313
	-1,265

	Surplus Deficit On Sale Of Properties
	2,750
	1,849
	1,166
	1,326
	1,448
	1,564
	1,713
	1,852
	1,959
	2,070

	
	
	
	
	
	
	
	
	
	
	

	Surplus Before Interest and Tax
	14,475
	11,623
	14,456
	12,344
	12,066
	12,208
	12,451
	12,656
	13,071
	13,443

	
	
	
	
	
	
	
	
	
	
	

	Interest Collected
	21
	66
	76
	171
	186
	415
	485
	568
	656
	747

	Interest Payable
	-5,061
	-5,543
	-6,510
	-6,871
	-7,703
	-7,649
	-7,474
	-7,201
	-6,908
	-6,600

	Surplus Before Tax
	9,435
	6,145
	8,022
	5,644
	4,549
	4,974
	5,462
	6,024
	6,819
	7,589


Balance Sheet  
	Period: 01 April 2015 - 31 March 2045 
	2016
	2017
	2018
	2019
	2020
	2021
	2022
	2023
	2024
	2025

	 
	£ 000's 
	£ 000's 
	£ 000's 
	£ 000's 
	£ 000's 
	£ 000's 
	£ 000's 
	£ 000's 
	£ 000's 
	£ 000's 

	
	
	
	
	
	
	
	
	
	
	

	HOUSING ASSETS
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Housing Properties at cost
	487,753
	508,686
	514,988
	517,807
	520,664
	523,537
	526,467
	529,509
	533,407
	537,525

	Social Housing Grants
	-248,533
	-249,539
	-252,014
	-251,572
	-251,117
	-250,642
	-250,153
	-249,660
	-249,177
	-248,706

	Other Capital Grants
	-5
	-5
	-5
	-5
	-5
	-5
	-5
	-5
	-5
	-5

	Depreciation
	-24,511
	-27,856
	-31,532
	-35,440
	-39,524
	-43,789
	-48,242
	-52,891
	-57,759
	-62,871

	Net Book Value Of Housing Properties
	214,705
	231,287
	231,438
	230,791
	230,019
	229,101
	228,068
	226,954
	226,466
	225,943

	
	
	
	
	
	
	
	
	
	
	

	Other Fixed Assets Tangible
	3,040
	2,947
	2,811
	2,681
	2,599
	2,524
	2,471
	2,419
	2,367
	2,315

	Other Fixed Assets Investments
	-240
	-240
	-240
	-240
	-240
	-240
	-240
	-240
	-240
	-240

	Total Fixed Assets
	217,505
	233,993
	234,009
	233,232
	232,378
	231,385
	230,299
	229,133
	228,593
	228,018

	
	
	
	
	
	
	
	
	
	
	

	Current Assets
	9,750
	20,839
	10,746
	7,867
	9,447
	11,650
	14,283
	17,610
	20,472
	23,904

	Current Liabilities
	4,960
	5,108
	5,272
	5,441
	5,591
	5,742
	5,898
	6,057
	6,221
	6,390

	Total Assets Less Current Liabilities
	222,296
	249,724
	239,483
	235,658
	236,235
	237,293
	238,684
	240,686
	242,844
	245,533

	
	
	
	
	
	
	
	
	
	
	

	DEFERRED LIABILITIES
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Outstanding Loan Balance
	158,461
	179,777
	161,608
	152,157
	148,029
	143,879
	139,670
	135,519
	130,761
	125,787

	Loan Fees
	-1,551
	-1,461
	-1,370
	-1,279
	-1,189
	-1,098
	-1,007
	-917
	-826
	-735

	Other Long Term Creditors
	1,578
	1,455
	1,272
	1,163
	1,228
	1,372
	1,419
	1,458
	1,464
	1,447

	NET ASSETS
	63,807
	69,952
	77,974
	83,617
	88,166
	93,140
	98,602
	104,626
	111,445
	119,034

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Share Capital and Reserves
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Provisions
	1,233
	1,233
	1,233
	1,233
	1,233
	1,233
	1,233
	1,233
	1,233
	1,233

	Retained Surplus
	62,574
	68,719
	76,741
	82,385
	86,933
	91,907
	97,369
	103,393
	110,212
	117,801

	
	
	
	
	
	
	
	
	
	
	

	 
	63,807
	69,952
	77,974
	83,617
	88,166
	93,140
	98,602
	104,626
	111,445
	119,034

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Check:
	Balanced
	Balanced
	Balanced
	Balanced
	Balanced
	Balanced
	Balanced
	Balanced
	Balanced
	Balanced


Cash flow
	Period: 01 April 2015 - 31 March 2045 
	2016
	2017
	2018
	2019
	2020
	2021
	2022
	2023
	2024
	2025

	 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 
	£000's 

	OPERATING ACTIVITIES
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash Received From Customers 
	33,520
	30,515
	47,989
	34,959
	31,138
	31,928
	32,754
	33,599
	34,546
	35,360

	Cash Paid To Suppliers 
	-17,163
	-23,363
	-14,588
	-11,540
	-11,614
	-11,993
	-12,377
	-12,772
	-12,997
	-13,106

	Cash Paid To Employees
	-3,788
	-3,922
	-4,063
	-4,214
	-4,370
	-4,531
	-4,698
	-4,872
	-5,052
	-5,238

	Net Cash From Operating Activities
	12,569
	3,230
	29,337
	19,205
	15,154
	15,404
	15,678
	15,955
	16,497
	17,015

	
	
	
	
	
	
	
	
	
	
	

	Returns On Investments & 
	
	
	
	
	
	
	
	
	
	

	Servicing Of Finance
	
	
	
	
	
	
	
	
	
	

	Interest Collected
	5
	49
	50
	137
	115
	335
	401
	479
	562
	647

	Interest Charges
	-6,631
	-6,424
	-6,823
	-6,687
	-7,475
	-7,418
	-7,247
	-6,985
	-6,706
	-6,410

	Net Cash From Investment Returns & Finance Servicing
	-6,627
	-6,376
	-6,773
	-6,550
	-7,360
	-7,083
	-6,846
	-6,505
	-6,144
	-5,763

	
	
	
	
	
	
	
	
	
	
	

	Provisions for tax
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	INVESTING ACTIVITIES
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Acquisition And Construction Of Properties
	-36,731
	-20,827
	-6,637
	-3,790
	-3,926
	-4,067
	-4,213
	-4,365
	-5,187
	-5,373

	Purchase Of Other Fixed Assets
	-498
	-247
	-255
	-263
	-271
	-279
	-286
	-294
	-302
	-310

	Grants
	5,979
	916
	2,330
	-554
	-468
	-417
	-537
	-553
	-575
	-589

	Sales Of Properties
	3,767
	2,503
	1,821
	2,257
	2,474
	2,711
	2,942
	3,117
	3,187
	3,262

	Net Cash From Investment Activities
	-27,483
	-17,656
	-2,741
	-2,351
	-2,192
	-2,052
	-2,094
	-2,095
	-2,877
	-3,010

	
	
	
	
	
	
	
	
	
	
	

	Net Cash Before Financing
	-21,541
	-20,802
	19,823
	10,304
	5,602
	6,269
	6,738
	7,355
	7,475
	8,242

	
	
	
	
	
	
	
	
	
	
	

	FINANCING
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Loan Drawdowns
	27,554
	23,675
	-17,228
	
	
	
	
	
	
	

	Capital Repayments
	-13,375
	-2,463
	-1,042
	-9,541
	-4,200
	-4,205
	-4,251
	-4,178
	-4,769
	-4,974

	Net Cash From Financing
	14,179
	21,212
	-18,270
	-9,541
	-4,200
	-4,205
	-4,251
	-4,178
	-4,769
	-4,974

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	BALANCE BROUGHT FORWARD
	8,427
	1,065
	1,475
	3,027
	3,791
	5,192
	7,256
	9,744
	12,921
	15,627

	INCOME LESS PAYMENTS
	-7,362
	409
	1,553
	763
	1,402
	2,064
	2,488
	3,177
	2,706
	3,268

	CLOSING BANK POSITION
	1,065
	1,475
	3,027
	3,791
	5,192
	7,256
	9,744
	12,921
	15,627
	18,896
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