Hexagon Housing Association

Board of Management 

29th November 2016
Agenda Item 8
Quarter 2 Management Accounts - Quarter Ending September 2016
Report by the Finance Manager
Summary 
This report looks at the financial results for the 6 months to 30th September 2016, and the current forecast for the full year.
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	Summary: 6 months to 30th September 2016
The total surplus for the 6 months to 30 September 2016 is £4,294k compared to a budget of £3,341k, a positive variance of £953k.
Operating surplus is £5,320k compared to a budget of £4,819k, a positive variance of £501k.
Areas where we have positive variance include office overheads, asset sales, interest payable and cyclical maintenance. 

Main areas of adverse variance are service costs, responsive maintenance and shared ownership sales. 
The forecast to the end of the year shows that overall surplus will be less than budget by £77k. Operating surplus is also forecast to be £529k less than budget. 
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Income & Expenditure Summary for the period ending 30 September 2016

Year To Date 30 September 2016

Full Year to March 201

Full Year to March 2017

Actual]  Budget] Variance Forecast Budget| Variance

000 000 000 000 000 000

Operating Income 15,604 15,554 50 30,851 30,968 116
Operating Expenditure 10,284 10,735 451 21,942 21529 413
Operating Surplus/ (Loss) 5,320 4819 501 8,909 9438 529
Non Operating Incore/ (Expenditure) 1,025 1478 453 2,905 3357 452
Net Surplus/ (Loss) 4,295 3341 953 6,004 6,081 a7
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	Review of results 6 months to 30th September 2016
Favourable
Interest payable £239k under budget: this is due to average variable interest of 0.5% being lower than planned in the budget 1.25%. This generated £183k surplus loan interest and additional £59k from capitalised development interest.

Asset sales - £270k over the budget mainly as a result of £505k surplus from 10 staircasings which were not included in the budget. There was 1 uneconomic disposal out of the 4 units budgeted (flat 2 Bawdale) which generated £320k surplus. There has been no voluntary right to buy sale, 10 units assumed in the budget. Adverse variance from this is being offset by staircasing sales. We are not forecasting an increase in the overall asset sales income as we expect net position to be in line with budget.
Office overheads £122k under budget: the main areas are photocopier costs £13k, training £20k, computer maintenance £20k, consultancy £24k and recruitment £15k. 

Rent is £67k above budget. General needs rent is £94k above budget and shared ownership and supported housing rents are under budget by £12k and £15k respectively. General needs and shared ownership variances relate to new scheme handover timings and rental income differing to budget assumptions. Supported housing variance relates to £15k rent refund to tenants as a result of the rent review. 
Cyclical maintenance is £166k under budget: this is due to a number of jobs where the repairs required where not as large as was first projected. In addition, cyclical work in bank building that was carried forward from last year’s budget is yet to begin.

Adverse
Responsive maintenance is £47k above budget. General needs day to day maintenance is overspent by £95k and administration is overspent by £37k due to head office scaffolding costs.  There are underspends in agency cost, void cost and tenant maintenance recharge offsetting these overspends. This maintenance overspend may increase due to recoding of communal repairs costs from service cost. 
Please see section 4 below for breakdown by area and appendix 1 for detailed commentary.

Service cost £59k over budget: The main areas of overspend are communal repairs £132k, refuse collection £32k, stair lift servicing £28k, service charge to freeholder £33k, equipment service contracts £12k and pest control £33k. There are underspends netting this of in areas such as cleaning and refuse £65k, garden services and materials £42k and door entry system £23k.
The highest overspend is in general needs communal repairs and discussions so far about this indicate that most of it is not recoverable and needs to be accounted under maintenance cost. This will result in the transfer of most of the communal repairs spend (year to date spend in general needs is £154k) leading to increased overspend in responsive repairs. 
Shared ownership sales is under budget by £56k: due to 3 units of Birchfield planned into this year budget but were completed in 2015/16 having adverse effect in this year’s surplus.
A full table of the results is included below:
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Year To Date 30 September 2016

Full Year to March 2017

Rent

Service Charges

Voids

Agency Income

Supparting People

Other Supported Housing Grants
Nursing Horme Grants

SHG Revenue Grants

Other Incame

Operating Income

Staff Costs
Service Costs

Bad Debts

Responsive Maintenance

Cyclical Maintenance- Direct Costs
SIP- Direct Revenue Costs

Lease Payments

Capitalised Costs

Office Overheads

Other Operational Costs (incl Care & W]
Depreciation

Operating Expenditure

Operating Surplus/ {Loss)

Asset Sales
Interest Payable

Shared Ownership Sales

Overhead recharge

Total Non Operating Income and Costs

Net Surplus/ (Loss)

Actual|  Budget| Variance|
11,828,958 11,762,083 66,865
923212 924389 (1,176)
(83667)| (145.708) 62,041
726,679 761242|  (34,583)
93210l 99210 0
74220 75771 (1.543)
618,966 817,341 1,625)
20899 34993 (5.094)
1,186,256 1,224461|  (38,204)
15,603,743 15553791 49,951
3036,020) 3091538 55519
1020531 962324|  (58,207)
53,163 145708 92,545,
1,386,835 1339672 (47,162)
565256  722046|  156,790)
276,105 318,176 42,071
79,1100 79230 120
(336,352)| (246924) 89428
547034 670089| 122,255
616,500 628456 11,775
3038484) 3024185  (14,20)
10,283,668 10.734,512| 450,844,
5320075 4819.279|  500,796|
838,526| 568,396  270,130)
(1.970,808)| (2,209,848 238,940
106,918 163,328  (56.409)

0 1 (1)
(1,025460)( (1,478,120)| 452,660
4294615 3341189 953456

Forecast

23329424
1,905,827
(188,711)
1,383,859

188.420)
151,542
1,634,682
50,845
2,377.408)

30,851,207 |

6,160,494
2041213

219421
2,804,782

640,000
1,089,480

158,463
(675,025)
1,264,244
2,015,775
6,223,075

21941924
8,909,372
1,371,274

(4.383,163)

106,528)
(1)
2,905,362)

6,004,011

Budget]

23,316,959
1,905,827
(278,123)
1522491

188.420)
151,547
1,634,662
66,845
2,448,238)

30,967,591

6,183,085}
1,924,642

241419
2,732,139)

833,85
1,086,480

158,463
(493,851)
1,331,357
1,256,954
6,224 830)

21,529,363
9,438,228
1,371,274

(4878,163)

143,578)
(1)
(3,357.362)]

6,080,866

Variance

12,455)
i

88,412
(138,632)

(116,295)

22,591
(116,571)
71,991
(72,644)
183,857
(3.000)

[
181,174]
67,11
(758,822)
1,755]

(412,561)
(528,855)
0o
495,000)
(43,000)
452,000)

(76,855)
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	Forecast Full Year position

The forecast full year surplus for 2016 /17 is £6,004k compared to the budgeted surplus of £6,081k, a decrease in surplus of £77k. 
Forecast operating surplus is £8,909k compared to budgeted operating surplus of £9,438k, a decrease of £529k.
The reason for this expected is change is partly due to forecasts in operational areas including service costs, responsive maintenance and other income.

There were also two material forecast items which have impacted on operating surplus forecast that are outside of our normal operational activity,

£’000

Brickfield Cottages (costs not covered by insurance)

713
Expected refunds to housing benefit as result of rent review

166

879
The year to date spend in general needs communal repairs is £154k against a budget of £38k resulting in £116k overspend. This is currently included under service costs and is forecast to be £146k overspent. Once the review of this expenditure is completed, non-recoverable element of it will move to responsive maintenance expenditure which will worsen the current overspend.
Full forecast table setting out key changes from the budget is set out in the table below.

3. Forecast Full Year position (continued)

Summary of forecast movements 2016-17

[image: image3.png]Surplus

Forecast|
change as%
original
budget;

Comment -

Budgeted Surplus

6,081

Favourable |
adverse to
surplus|

Interest Payable

495

10%

This is due to interest rate being lower than planned, overall £300k by end of the
year (£183k savings year to date and additional £117k by the end of March). In
addition, there is £135k forecast savings from new loan due to interest rate being
1.72% compared to 4.28 used in the budget and £60k from capitalised interest
based on year to date variance.

Cyclical Maintenance- Direct
Costs

194

23%

Forecast is due to current underspend as a result of estate inspection requests
(£60k in GN), room decoration requests (£4 1k in Supported Housing) and homes
requests (£91k in agency and COOPS) all being lower than projected in the
budget.

Capitalised Costs

181

37%

Due to capitalised stock improvement staff cost which was not included in the
budget.

Agency Income

(139)

9%

This is forecast down due to housing benefit refund of £118k due to be paid back in
November not planned in the budget and additional £20k reflecting the adverse
variance in maintenance recharge income due to maintenance being lower than
budget.

Service Costs

(117

6%

This is a net of forecast over and underspends in different areas. Communal repairs
(£168k for the year), £52k in pest control, £37k refuse collection, service charge to
freeholder £40k and stair lift servicing £24k. This is netted off by forecast
underspend in areas including cleaning and refuse £87k, gardening services £64k,
door entry system £24k. Forecast underspends in cleaning and gardening services
is due to cost savings due change of contractors.

Other Operational Costs (incl
Care & Welfare)

(759)

60%

Adverse forecast variance mainly as a result of £40k in abortive cost due to new
development sites not progressing and £713k from uninsured Brickfield Cottage
cost and £36k in legal fees. The total cost for Brickfield Cottage costs not covered
by insurance is £763k for this year. £50k of this is being funded from the
contingency budget. The rest £713k has been included in the forecast.

Yoids

88

32%

£65k in general needs, £10k in supported housing (due to less than budgeted void
loss) and £13k in shared ownership mainly due to delays in Virgo Fidelis and
Birchfield.

Responsive Maintenance

@3)

3%

An overspend of £114k is anticipated on day to day repairs in GN. Measures are in
place to control costs on larger repairs and as reporting becomes more effective,
these controls will be widened to include those under £500. An additional £37k
forecast overspend in administration due to head office scaffolding cost. There are
forecast underspend in void £60k being used to offset overspend in PIV and £19k
underspend in agency maintenance to reflect lower level of orders year to date.

Bad Debts

25%

The method for calculating bad debt provision has changed since the budget was
set. We now provide only for debts that hove notice of possession issued on them,
this has resulted in lower than budget provisions.

Other Income

3%

Reduce the budgeted input VAT recovery in line with expectation for the next three
quarters.

Office Overheads

5%

Computer maintenance and repairs £24k, miscellaneous office overhead £15k,
Photocopier costs and consultancy £10k each.

Shared Ownership Sales

29%

adverse forecast variance of £66k due to 3 units of Birchfield first tranche sales
planned into this year budget but were completed in 2015/16 having adverse effect
in this year's surplus. This is being offset by £23k positive variance of work planned
in Parkspring first tranche sale which has now been deferred into next year April.

Staff Costs

23

0.4%

This is a net of expected underspend in business improvement, community
investment and SIP teams due to vacant posts £91k, and expected overspends in
IT £46k and responsive team due additional staff required than budgeted £25k

Rent

12

01%

This is a net of £85k above budget rent forecast in general needs as result of more
than budgeted rent from new handovers and reduction in forecast rent mainly in
supported housing £61k due to expected housing benefit refund.

Other

(8)

Net forecast movement

an

13%

Forecast 2016-17

6,004
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	Responsive Maintenance, SIP and Cyclical

Overall responsive repairs is showing an overspend of £47k see appendix 1 for a detailed report.
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RESPONSIVE MAINTENANCE
Year To Date Sep 2016 [Full Year to Mar 2017

Actual Budgef]  Variance Forecast Budgef]  Variance
DAY TODAY ga0710| 745977 (94.733) 1,659,530 1,544,754 (114,776)
GAS SERVICING 248,807 243,750) (5,057) 487,500) 487,500) o
MECHANICAL ENGINEERING o 3,324 3,324 6,646 6,646
MAINT - TENANT WORKS 56 9,144 9,088 18,287 18,287 o
MAINT - VOID COSTS 126,701 186,900) 60,199) 313,800 373,800 60,000
TOTAL GENERAL NEEDS 1216274) 1189095 (27,179 2,485,763 2430987 (54,776)
Supported Housing 11,136 114,23 3,099) 228,471 228,471 o
Agency 13,539) 27,288 13,749) 35,443 54,57 19,132}
Mursing Homes 1,251 1,554 302 3,106 3,106 o
Administration 44,635 7500 (37,135) 52,000 15,0000 (37.000)
OVERALL TOTAL RESPONSIVE MAINT) 1386835  1339,672|  (47,162) 2,804,782 212139 (72,644)





SIP
[image: image5.png]'Year To Date Sep 2016

Full Year to Mar 2017

Actual]  Budget| Variance| | Forecast Budget| Variance

£000 £000 £000 £000 £000 £000)

SIP Revenue 209 278 69 990 1,005 15
PIV Revenue 67 41 (27) 99 81 (18)
SIP Capital 424 551 127) 2280 2280 0
PIV Capital 105 41 65 123 81 (“2)
Total 805 910 104 3,492 3,447 (45)





One of the main area of underspend is in estate improvement £55k where there were delays due to resident consultations but contractors are now on site. Energy efficiency is underspent by £17k due to delays caused by access issues. Other areas of underspend include survey fees £24k and flooring by £20k, both areas of work are due to be carried out later on in the year. Subsidence £16k underspent due to requests so far being lower in value. However, fencing is £67k overspend due to storm damage works. 

PIV revenue and capital are showing £27k and £65k overspend respectively The general needs void budget is currently underspent by £60k and this is due to the higher than expected number of PIVs so far this year and lower than expected number of routine voids. The predicted underspend on general needs voids will offset the overspend on PIVs. 

More recently an increased number of PIVs are being assessed via the formal process for disposal and this may lead to a reduced number of PIVs in the final quarters of this year. 

SIP capital is showing underspend of £127k due to delays in start of internal package works but are now onsite and awaiting contractor invoices, windows is also underspend by £24k due to surveying to fabricate. 

However, there are overspends in responsive kitchen £55k due to kitchens allocated from responsive maintenance, roofs £17k and Co-ops £9k which are due to phasing. Responsive Bathroom is overspent by £13k due to a greater number of referrals than anticipated.

4. Responsive Maintenance, SIP and Cyclical (continued)
Boilers

[image: image6.png]'Year To Date Sep 2016

Full Year to Mar 2017

Actual Budget| Variance Forecast| Budget| Variance|

£000 £000 £000 £000 £000 £000

Boilers 425 500 75 730 750 20]
Total 425 500 75| 730 750 20





Boilers is underspent by £75k due to contractor previously struggling to do the number of boilers planned but works have increased in the last month. Costs are predicted to rise by the end of the winter period.

Cyclical
[image: image7.png]General Needs
Supported Housing
Agency

Co-ops

Total

'Year To Date Sep 2016

Full Year to Mar 2017

Actual
£000
485
23

9

48
565

Budget
£000
560

46

12

103
722

Variance
£000

7%

23

3

55

157

Forecast|
£000
500

35

15

90

640

Budget
£000
560

77

24

172
834

Variance|
£000

60

42

9

82

194







The underspend is down to a number of jobs where the repairs required were not as large as was first projected. Another factor is the work on Bank Building which was carried forward from last year’s programme which is yet to begin.

The list of properties has been altered accordingly throughout the course of the programme with the addition and remission of properties based on particular circumstances. 
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	General Needs 
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Income & Expenditure General Needs

Year To Date 30 September 2016 Full Year to March 2017

Actual|  Budget| Variance Forecast Budget] Variance|
Rent 10,675,379 10581048 93531 | 21015725 20,930,195 85,531
Service Charges 458,138 478823 (20,605) 1,014,691 1,014,691 o
Voids (a548) (88,118) 38,568 (111,229) (176,229) 65,000)
Other Incame 794,201 807594 (13,393 1,615,193 1,615,193 o
Operating Income 1878,171| 11780150 98022 | 23534382 23,383,851 150,531
Staff Costs 75,95| 375,072 (884) 750,149 750,149 o
Senvice Costs 635198 520878 (114,320) 1,179,111 1,041,747 (137,364)
Bad Debts 45203 119,730 73437] 185,710) 239,455 73,745
Responsive Maintenance- Direct C| 1,216,274 1,189,085 (27,179) 2,485,763 2,430,987] (54,776)
Cyclical Maintenance- Direct Costy{ 484,635 560443 75,807) 500,000 560,443 60,443
SIP- Direct Revenue Costs 251511 30076 49,165 1,054,480 1,051,480 (3.000)
Capitalised Costs (90,567) of  80.587] (181,174) o 181,174]
Office Overheads 14200 22,58 7.956) 37,300 44,300 7.000)
Other Operational Costs 208915 211415, 2501 420,551 422,875} 2,275
Depreciation 2468,728) 2,470,788 2,060) 5,118,043 5,118,043} o
Operating Expenditure 5611126 5770266 169,131 | 11529933 11,659,430) 129,497
Operating Surplus/ (Loss) 6,267,046| 6009893 257,153 | 12,004 449] 11,724,421 280,028





Rental income is £94k over the budget due to new schemes handovers being higher than budget: £72k London road which was handed over earlier than August that was planned in the budget, Brighton road  and  Kings Highway are showing a total £50k more in rent than was planned in the budget. Netting this off is £42k less rent from Virgo Fidelis due to handover delay. We are likely to see this trend for the rest of the year.

Service cost in general needs is £114k over budget. The main areas of overspend are communal repairs £117k, stair lift servicing £28k (mainly replacement £15k in Conway Road), service charge to freeholder £34k, refuse collection £32k and pest control £30k. 

There has been a significant increase in the amount maintenance invoices coded to general needs service cost, particularly to communal repairs. The communal repairs budget in service cost was only intended to cover service charge recoverable costs. But in reality all recoverable and non recoverable costs are being coded here. This by implication understates maintenance spend and over states service cost spend. There is ongoing review to ensure that all of these costs are service chargeable.

SIP – Detailed commentary are provided in section 4 of this report.

Responsive maintenance in general needs is £27k over budget. This is a net of overspends in day to day maintenance £95k and a total underspend of £68k including maintenance tenant works £9k and void costs £60k. Further report in Appendix 1 is attached to this report. 

The budget for capitalised stock improvement staff cost was omitted from the budget by mistake, this has given rise to a positive variance of £91k. This is expected to increase to £181k by the end of the year. Steps have been taken to avoid such errors in the future.
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	Shared Ownership 
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Income & Expenditure Shared Ownership

Rent

Service Charges
Voids

Other Incarme
Operating Income

Senvice Costs
Other Operational Costs

Depreciation

Operating Expenditure
Operating Surplus/ {Loss)
Interest Recharge

Shared Ownership Sales

Total Non Operating Income and

Net Surplus/ (Loss)

Year To Date 30 September 201

Full Year to March 2017

Actual
603,005
125,188
(9.738)
45,834
764,351

94,121
13,508]

95,108
202,735
561615

(227,352)
106,219)

(120,433)

441,183

Budget]
617,540
141,665]
(22,985)

52,644
768,885

104,244
31,050

108,134
241,428
547457

(227,352)
163,328]
(64,024)

483,433

Variance|
(14,535)
(16.478)

13,229)
(6.750)
(24,534)

10,123}
17,544]

11,028}
38,693
14,158
o
(56.409)
(56,409)

(42,251)

Forecast|
1,250,303
283,337
(19.472)
105,297]
1,619,465|

200473
62,105

212,265
474,843
1,144,622
(454,702)
143,578)
(305,174)

839,448

Budget]
1,262,679
283,337)
(32,640)
105,297]
1618672]

208473}
62,108

212,265
482,843
1,135,829)
(454,702)
143,578)
(305,174)

830,655

Variance|

(12,375)
[
13,168)
o
793

8,000)
of

of
8,000

8,793

8,793





Shared ownership sales are £56k below budget. This is due to 3 units of Birchfield planned into this year budget but were completed in 2015/16 having adverse effect in this year’s surplus. The surplus was reported in last financial year. The remaining 2 units of Birchfield are now sold which generated £108k.

Rent is below budget by £15k due to staircasings in the year. Service charges are below budget by £15k.

Void is £13k below budget as a result of £23k positive variance from initial voids (Birchfield and Virgo Fidelis) and adverse variance of £10k from Parkspring court.

The positive variance in other operational cost is due to the way budget has been phased. Main area of underspends are on initial void cost and property & leases insurance.

Service cost is £9k below budget due to underspend in areas including cleaning and refuse, garden service materials and fire and other alarms.
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	Supported Housing Lettings
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Income & Expenditure Supported Housing Lettings

Rent

Service Charges

Voids

Gther Supported Housing Grants
Other Incarme

Operating Income

Staff Costs
Senvice Costs

Care & Welfare

Bad Debts

Responsive Maintenance- Direct Costs
Cyclical Maintenance- Direct Costs
SIP- Direct Revenue Costs

Lease Payments

Office Overheads

Other Operational Costs

Depreciation

Operating Expenditure
Operating Surplus/ {Loss)

Interest Recharge

Overhead Recharge

Total Non Operating Income and Costs

Net Surplus/ (Loss)

Iear To Date 30 September 201

Full Year to March 2017

Actual

550,332
339,396
(24,383)
74,228
43,263

983,357

32,865
234,399
il

6,870)
110,098
23,370
18470)
7,187]
3,853

18,190
114,202

569,596|
413,761
(32.988)
(353.477)
(386.465)

27,296

Budget]

562,705
303,899
(34.627)
75,771
42692

950,440

31,351
273,914
400
25,978
114,235
45,900
17,500
7,308]
38
17,012]
107,885

641,532
308,908
(32.907)

(346,527)

(379.514)

(70,606)

Variancel

(12,373)
35,988
10,244]
(1.543)
602

32,917]

(1.519)
38,515
400)
18,109)
4137
22,530)
(a70)
121
(3816)
(1.179)
(6.397)

71936
104,853
(1)
(6.949)
(6.951)

97,902]

Forecast Budget|  Variance|
1,063,335 1124085 (80,701)
607,799 607,799 0
(59.010) (69,254) 10,244]
151,542 151,547 o
85,383 85,383 o
1,849,109 1899565 (50,467)|
62,703 62,703 o
530,115 547,826) 17,71
749 749 o
53,711 51,957) (1.759)
228471 228471 [
35,000 76,500) 41,500
35,000 35,000) o
14,515 14,515} o
3,110 75 (3.035)
35,523 34,029 (1.500)
224,999 215,791 (9.207)
1,224,047| 1,267,763 43,717
625,062, 631,802] (6.740)
(65.973) (65.973) o
(693,054) (693,054) o
(759,027) (759,027) [
(133,966) (127,225) (6.740)





Rental income is £12k below budget. This is due to £15k adjustment following rent review process. Service charges income is £36k above budget and service costs is under £42k under budget, areas of underspend are spread out.

Bad debt is under budget by £20k.

There is underspend in cyclical maintenance of £23k, this relates to timing and are expected to catch up.



	8
	Supporting People
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Income & Expenditure Supporting People

Supparting People
Nursing Horme Grants
Other Incame
Operating Income

Staff Costs
Senvice Costs

Care & Welfare

Responsive Maintenance- Direct C
Office Overheads

Other Operational Cost
Depreciation

Operating Expenditure

Operating Surplus/ {Loss)

Overhead Recharge
Total Non Operating Incarme and C

Net Surplus/ (Loss)

Year To Date 30 September 2016

Full Year to March 2017

Actual|  Budget| Variance|
93.210| 99210 o
436,841 435213 1,628)
0 500 (500)
536,051 534923, 1,128
344,205 345992 1,697]
7300 10112 2,80
185 228 73

0 0 i
15383 36988 21585
345000 34731 231
8,759 7085 (1674)
410411) 435,135 24724
1265641 99788 25853
(74.748)|  (74.747) )
74748)  4T4T) )
50893 25041 25851

Forecast|

198,420
870,426|
1,000
1,069,846/

691,984
20,224
56|

i
54,826
69,461
14,170

851,621

218,225

(143.493)
(149,493)

68,732|

Budget|  Variance|
188,420) o
870,426 o

1,000) o

1,069,846} 0

691,984 o

20,224 o
455] (500)

o 0

73,876 18,150)
63,451 o
14,170) o
870,271 18,650]
199,575 18,650]
(143.493) o
(149,493) [
50,082 18,650]





Income is in line with budget. 

Office overhead is £22k under mainly in miscellaneous overhead £13k, user involvement £5k and telephone £4k.
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	Nursing Homes

[image: image12.png]HEXAGON HOUSING ASSOCIATION
Income & Expenditure Nursing Homes

Nursing Horme Grants
Other Incame
Operating Income

Staff Costs
Senvice Costs

Care & Welfare

Responsive Maintenance- Direct Costs
Lease Payments

Office Overheads

Other Operational Costs

Depreciation

Operating Expenditure
Operating Surplus/ {Loss)

Interest Recharge

Overhead Recharge

Total Non Operating Income and Costs

Net Surplus/ (Loss)

Year To Date 30 September 2016

Full Year to March 2017

Actual

382,125|
3,181
385,286

206,015|
22071
7
1,251
12,150
5,308]
51,320
7,283

305,404/
79,882
(3.055)

(42,042)

(45,007

34,784

Budget]

382,128
1,002
383,130

208,986
25,200
354]
1,554
12,150
5,250
60,282
1410

315,186|
67,944
(3.054)
(42,042)
145,096)

22,848

Variancel

3)
2,159
2,156}

2071
3,129
347
303

o
(88)
8,952
(5.873)

9,782)

11,938|

Forecast Budget| Variance|
764,256 764,256 o
2,000 2,000)
766,256| 766,256| 0
417,977 417,977] o
51038 50420 (509)
700 700 o
3,108 3,108 o
24,300 24,300) o
11,982 10510 (1472)
120,578) 120,588) (10)
8,650 2825 (5.832)
638,338| 630415 (7.923)
127,918 135841 (7,923
(6.110) (6.110) g
(84.009) (84.009) o
190,200) 190,200) [
37,718 45642 (7.923)





Other operational costs is below budget by £9k mainly due to improvement works. 

Depreciation is over the budget by £6k due to Townley road that is still being depreciated (now sold) but not included in the budget.
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	Agency Management
[image: image13.png]HEXAGON HOUSING ASSOCIATION

Income & Expenditure Agency Management

Agency Income
Other Incarme

Operating Income
Staff Costs

Senvice Costs

Responsive Maintenance- Direct Costs
Cyclical Maintenance- Direct Costs
Lease Payments

Other Operational Costs

Depreciation

Operating Expenditure

Operating Surplus/ {Loss)

Interest Recharge

Overhead Recharge

Total Non Operating Income and Costs

Net Surplus/ (Loss)

Year To Date 30 September 2016

Full Year to March 2017

Actual
726,679
109,068,

835,746
8,512
10,118)
14,577
57,250
50,773
51,072
186,267]
401,055
434,690
(90.480)
(166.494)
(256,974)

177,716|

Budget]
761,242
108,397]

870,639)
7128
4674
27,208
115,703
50,772
50,664
180,620)
455,849
414,750)
(90.480)
(215,645)

(306,125)

108,665|

Variance|
(34,569)
(331)

(34,893)
(1.384)
(5.444)
12,711
58,453
(1)
(408)
(5.547)
54793

19,900

43,151
49,151

69,051

Forecast|
1,383,859
218,810]

1,602,669|
14,270)
13,165
35,443
105,000)
119,547]
103,450)
381,213
772,089)
830,580)
(180,957)
(414,769)
(595,726)

234,854

Budget] Variance|
1522491 (138,632)
218,810) o
1,741,301 (138,632)
14,270) o
9,356 (3810)
54,575 18,132}
196,209) 91,809
119,547] o
101,362 (2,088)
381,219 [
877,232) 105,143
864,069) (33,489)
(180,957) o
(414,769) o
(595,726) [
268,343} (33,489)





Agency income is below budget by £34k because of below budget maintenance recharge income and cyclical recharge spends affecting the income recharged to agency.

The forecast reduction in agency income of £138k includes rent refund due to housing benefit from agencies £118k and £20k reduction in maintenance recharge income.

There is underspend in cyclical maintenance of £58k mainly due to arranging for the required work to be carried out to the Bank Building (which was brought forward from last year’s programme 15/16 due to ongoing access/planning issues).
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	Central Departments

[image: image14.png]HEXAGON HOUSING ASSOCIATION
Income & Expenditure Central Departments

Staff Costs
Senvice Costs

Responsive Maintenance- Direct Cos
Office Overheads

Other Operational Costs
Depreciation

Operating Expenditure

Operating Surplus/ {Loss)

Net Surplus/ (Loss)

Year To Date 30 September 2016

Full Year to March 2017

Actual

1,041,244
8,557]
44,635]
379,252
17,388|
147,995

1,639,071

(1,639,071)

(1,639,071)

Budget]

1,063,350
22,320
7,500
485,884
20,858
140,262

1,740,574

(1,740,574)

(1,740,574)

Variancel

22,708
13,763
(37,135)
106,632
3,270)
(7.733)

101,503}

101,503}

101,503}

Forecast|

2,130,910]
44,630
52,000

922,325|
41,315]
263,729

3,454,909

(3.454,909)|

(3.454,909)|

Budget]

2,127,388}
44,630)
15,000}

962,961
41,315]
280,523}

3,472,317

(3.472,317)|

(3.472,317)|

Variancel

(3.022)
[
(37.000)

40,636
o
16,794]

17,408|

17,408|

17,408|





Staff cost is underspent by £23k this is due to underspend in business improvement relating to one vacant post. The net forecast position is £3k above budget, this reflects expected underspend in business improvement netted off by expected overspend of £46k in IT.
Office overheads are under spent by 107k. The main areas of underspend are computer maintenance £20k, recruitment £16k, telephone £12k and central and departmental training £19k.

Responsive spend (maintenance spend on office buildings) is over budget due to costs relating to scaffolding at head office. This is fully reflected in the forecast.

Also refer to appendix 1 of this report.
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	Sundry (non-rent) Debtors 
We currently have £72k of debts more than three months old. This is an improvement to the £140k outstanding debt reported at the end of the previous financial year due to settlement of debts from Southwark and reduction of debt owed by Equinox. 

The debts are principally,

Customer

Debt of over 3 months

Comment

Tenant recharge

28

Look Ahead

13

Equinox

12

Agency managed invoices for two schemes. No dispute. Efforts being made to collect this money. Most recent request is for copy invoices which were sent.
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	 Balance sheet 

HEXAGON HOUSING ASSOCIATION

 

 

 

 

Balance Sheet as at 30th September 2016

 

 

 

 

 

 

 

 

 

 

 

FRS102

FRS102

 

Sep-16

Mar-15

 

£000

£000

Tangible Fixed Assets

 

 

Housing Properties at Cost

488,959

476,690

 

 

 

Depreciation

(64,838)

(62,389)

 

 

 

 

424,121

414,301

 

 

 

Other Fixed Assets

2,843

2,976

 

 

 

 

426,964

417,277

 

 

 

Current Assets

 

 

 

 

 

Debtors

10,564

4,717

Cash at Bank

15,093

10,485

 

 

 

 

25,656

15,202

 

 

 

Creditors

 

 

Amounts falling due within one year

(10,626)

(9,584)

 

 

 

 

 

 

Net Current Assets

15,031

5,618

 

 

 

 

 

 

Total assets less Current Liabilities

441,995

422,895

 

 

 

 

 

 

Creditors

 

 

Amounts falling due after more than 1 year

420,463

399,286

 

 

 

Revenue reserve

40,008

38,323

Cash flow hedge reserve

(18,476)

(14,714)

 

 

 

 

441,995

422,895
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	Conclusion
The result for the 6 months to September 2016 shows an overall surplus of £4,294k which is £953k above budget. On operating results, it shows a surplus of £5,319k which is £500k above budget.  

The year to date results show that there were positive variances in interest payable, office overhead, rent and cyclical costs. Areas where we have had adverse variances year to date include responsive repairs, service costs, shared ownership sales (due to first tranche sales taking place earlier than expected). The overall responsive repairs overspend has been gradually reducing and currently stands at £47k. 

The full year forecast to March 2017 shows that overall surplus will be below budget by £77k and operating surplus will also be below budget by £529k. This is impacted by Brickfield Cottages cost that is not covered by insurance and expected rent refund to housing benefit as a result of our rent review. The total impact from these two unusual items is £879k adverse to both operating and overall surpluses.
The forecast in other areas shows that there will be significant underspends in interest payable, cyclical maintenance and capitalised cost. This is reduced by expected overspends or adverse variances in agency income, other operational costs, service costs and responsive repairs. The forecast overspend in general needs communal repairs may be transferred to repairs following a review of recoverability.
We have recalculated our covenants based on this forecast and can confirm that they meet lender requirements.


	
	Semegne Alemayehu


Q2 Management Accounts
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