Hexagon Housing Association Ltd

Board of Management

7th June 2016
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 the intention to 
revise the mitigation plan for the July Board.
______________________________________________________________

2.0
Summary

2.1 The Board last approved the 30-year financial forecast at its meeting in September 2015, 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, incorporating estimates for a new 18/21 development programme.
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.]
· What further loan facilities will be needed 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 2016 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:

· a slight increase in long term interest rates
· slightly more staircasing in the early years (based on recent experience)
· Increasing the sales of void units that are uneconomical to repair from 4 to 8 pa (although this is fewer than the 10 pa in recent years)
· an extra 47 units of development to take advantage of current opportunities identified by new business, subject to Board approval
· land investment of up to £8.5m as approved by Board.
2.5
Sections 4 and 5 set out the estimates used to model voluntary right to buy (vRTB) and a new 18/21 development programme.
2.6
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.

2.7
The forecasts demonstrate that the Association can achieve the all modelled development schemes, plus an outright sales programme via Horniman, whilst still maintaining existing stock. These programmes will need further funding of around £40m, with the first tranche needed by June 2018.
2.8
The projected surplus is forecast to be better than the previously approved plan because of increased surpluses from sales (both outright sales and vRTB sales).   Timings make the pattern of surpluses more variable than in the previous plan.  The EBITDA MRI ratio is less variable because it does not include sales. The gearing ratio is higher than in the previous version, particularly in the early years, because an 18/21 development programme has been included in the plan for the first time. However, the gearing ratio is still within the risk appetite set by the Board in March 2015 and thus there is significant headroom on the new loan covenant maximum. 
2.9
The forecasts can withstand quite extreme levels of negative single factors, such as an extension of rent reductions for some years. A combination of negative economic factors has been modelled. Because of the increased volume of shared ownership and outright sales units, the output is now more sensitive to house price falls, which is why it will be important to test any new development programme against the Board’s appetite for sales risk (as measured by the capital at risk performance indicator).
3.0 Key assumptions 
3.1 Long term interest rate increased from at 4.25% to 4.5% in line with latest advice from Capita treasury advisors
3.2 Staircasing - The proportion of shared ownership equity sold via staircasing has been increased slightly from 1% to 1.5% in year 1, and from 2% to 2.5% in year 3 (it remains at 3% thereafter). This is to better reflect the current levels of staircasing. More importantly, the % surplus on each transaction has been increased from 24% to 40%, based on latest valuation information from 15/16 staircasings.
3.3 Sales of void units uneconomic to repair – the previous plan assumed that the rate of void sales would revert to 4 a year once the sale conversions needed for the 15/18 development programme had been achieved. This version assumes that we will dispose of 8 units a year, to reflect plans to improve the identification of housing assets that are not fit for purpose.  This is lower than the 10 a year that we needed to fund the 15/18 programme. 
3.4 Impact of Welfare Reform - Future bad debt costs have been retained at 3% across for all general needs, which is the same as used in development feasibility assumptions. This compares to a rate of 1.09% in the 16/17 budget.

3.5 No additional pension deficit payments have been assumed, other than those we were informed of last July
3.6 Extra development units - The New Business team have identified a further 47 units (38 at discounted rents and 9 shared ownership) from S106 deals, that could be accommodated without any further subsidy.  These extra units have been included in the plan, and there is a request elsewhere on this agenda for the Board to approve these proposals.

3.7 Outright sales development programme – The current Biggin Hill has been included, together with 2 further schemes of a similar nature, in order to maximise use of the investment policy.  Together, these deliver a surplus of £2.3m between 17/18 and 19/20.
3.8 Land investment programme - An £8.5m land investment programme has been included, as approved by the Board, with site purchase dates from Feb17 to Jun 18 as advised by New Business.  It has been assumed that this land will be used for either the 18/21 programme or vRTB replacement programme.   
3.9 Funding requirement.  Once the current Santander (£20m) and AHF EIB (£17m) facilities are fully drawn, the base case of the plan indicates that a further £40m of loan funding is required, with the first drawdown in June 2018.
4.0   Assumptions about voluntary right to buy (vRTB)
4.1  
The vRTB pilot schemes are reporting a successful application rate of 1.5% of eligible properties. This would translate into 45 vRTB sales a year for Hexagon.  The plan includes a prudent level of 20 a year, as it would be dangerous to overestimate and then not have the initial cash flow benefit. Other than in the first year, the average sales value per vRTB unit (before discount) is assumed to be £278k. The sales continue for 10 years, in the hope that Hexagon can quietly de-volunteer after that.

4.2
A right to buy replacement programme of 20 units pa has been added from 17/18, at a cost of £278k per unit (which is based on the 55 capped rents in the 15/18 programme). The costs are inflated at the same rate as the sales values.  It has been assumed that we can use RCGF from the sales on a one in/ one out basis (so an average of £80k a unit). This has yet to be confirmed. Rents for the replacement programme have been included at capped rents ie an average of £142.36 a week.

4.3   
As vRTB is an entirely new activity for Hexagon, the assumptions will need revision once we have more experience of actual demand and how this translates to sales. 
5 Assumptions about an 18/21 development programme
5.1    Although the GLA bid prospectus for 18/21 has not yet been published, Directors thought that it would be helpful to include in the plan a very rough outline of a potential programme.  The main assumptions are that:

· there will be no grant for new rented units

· we will build and sell as many outright sales units as possible with the limits set by the Board’s current Investment Policy (ie up to £10.5m invested at any one time)
· all of the surpluses generated by outright sale will be used to subsidise a modest number of new homes to let at social rent, over and above the vRTB replacement programme
· the remainder of the programme will be grant funded shared ownership
5.2
Working this through gives a programme of around 380 units as set out in the table below.  This is more than the 200 units in the 15/18 programme, but it is more heavily focused on homes for sale, rather than rent. Cost, grant and sales are at current prices, which are then inflated in the plan.
	
	Units
	Cost per unit
£’000
	Grant/ RCGF per unit £’000
	Sales per unit
£’000

	Social rented (vRTB replacement)
	60
	278
	80
	-

	Social rent (new stock)
	46
	278
	0
	-

	Shared ownership (GLA funded programme)
	240
	285
	30
	90

	Outright sales
	37
	500
	0
	587

	Total
	383
	
	
	


5.3  The number of shared ownership units is not particularly constrained by the new gearing covenant, but will depend on the amount of sales risk that the Board is comfortable with.   The programme included in the plan is indicative. Once the bid prospectus has been published (sometime this summer), more work will be done on the detail, including calculating a capital at risk value and comparing this to the risk appetite set by the Board. 
6 Base case forecasts

6.1 The graph below compares the net annual surplus over the first 15 years of the plan to that in the September 2015 plan which was submitted to the HCA last year following the 1% rent reduction announcement.  The overall increase in surplus reflects impact of accounting surpluses from vRTB (which are then ploughed back into replacement homes).  The peaks in 2020 is because this is when the 18/21 outright sales schemes are assumed to be sold. The one in 2026 is because the new facility is fully repaid by the end of that year. There is then a big drop as vRTB is assumed to cease after 10 years.

[image: image1]
6.2 The next graph compares the forecast gearing level to that in the September 2015 plan, the Newcastle covenant level and the 56.7% limit set by the Board in March 15.  The plan stays just below the Board limit, but there is now a much greater gap between the Board limit and the covenant requirement (see report on risk appetite elsewhere on the agenda)

[image: image2]
6.3 The third graph compares the forecast EBITDA MRI to the minimum set by the Board and to the September 15 forecast.  This ratio is much more stable as it is not affected by property sales.

[image: image3]
6.4  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.  The proportion of the net surplus coming from property sales increases significantly because of vRTB and the sales elements of the 15/18 and 18/21 programmes.

Operating surplus : The operating surplus reduces marginally during the period when rents are reducing by 1% a year, before starting to recover. 

Borrowings as per balance sheet: Loans are at their highest at £207m in March 2021, at which point they include just over £40m from a new funding facility, which is shown as “Loan - working capital” in the Appendix. 
Cash flow: The high level of cash at March 2018 is because the Santander facility has to be drawn in full by April 2018. The funding requirement is shown as a series of loan working capital movements.
6.5  Performance against the indicators over the life of the plan is good  (See covenants and financial ratios sheet in Appendix B):

· the interest cover ratio is 327% at its lowest point, which is significantly above the covenant level of 110%

· the gearing ratio is 55.3% its highest point in March 2018, which is below the risk appetite limit of 56.7% set by the Board. 
· the EBITDA MRI ratio is now forecast to be 140% at its lowest point, which is above the 110% minimum set by the Board
7.0 Stress- testing the plan
7.1 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.
7.2  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 2018, as this is the point of peak gearing and just before the new funding facility is required.   The results are summarised below: 
	What 
	What breaks the plan
	What breaks, and when

	LIBOR rates increase sharply at April 2018
	LIBOR rises to 11%, and remains there 
	Interest cover drops to 107% in 26/27. Gearing ratio rises above 70% in March 27. 

	Salary and maintenance costs increase sharply at April 2018, and continue to do so
	Salary/maintenance cost inflation rises to 11% and stays there.
	Interest cover drops to 101% in 2029/30. 

	1% rent reduction continues after  April 2020
	1% rent reductions  continue for a further 20 years, before reverting to CPI +1% in 2040/41
	Interest cover drops to 109% in 2040/41

	Bad debts in general needs increase from the 1.32% -3% assumed in the plan
	Plan does not break, even at 35% bad debts
	

	Unexpected judicial review indicates that vRTB is illegal, so no further sales take place
	Plan does not break, although gearing rises to 58.5%
	

	(From Apr 16) GLA does not allow RCGF to be used for vRTB replacement units on a one-in one-out basis
	Plan does not break, even if no RCGF or grant available for the programme
	

	House prices drop in April 2018 and rise only gradually from there. 
	House prices drop by 50% and recover only gradually
	Gearing rises to 71.4% in Mar 21



	Mortgage market closes, so cannot sell any properties
	Unable to sell any properties (shared ownership, outright sales or voids) after March 2018.

This leaves 271 shared ownership units transferred to rent to home buy, and 51 outright sales schemes completed but unsold until 22/23
	Gearing rises in 74.1% in Mar 21 and does not recover.

	Deflation, rather than inflation
	CPI drops to -10% and stays there, whilst LIBOR stays at 0.25% and salary inflation is 0%. Other costs drop.
	Interest cover drops to 95% in 2028/9


7.3 From the above, it appears that the main vulnerabilities are, property values/  property sales and (to a lesser extent) interest rates. It is reassuring that the business as modelled can withstand a long period of rent decreases, and significant increases in management and maintenance costs. The Board would have quite a long time to take mitigating action in these scenarios. 
7.4 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 2018
	LIBOR rises to 6%

and remains there for 5 years, before dropping to 4.5%

	Bad debts in general needs increase from the 1.32% -3% assumed in the plan
	Bad debts in general needs rise to 7% 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 2018 and rise only gradually from there. 
	House prices drop by 15% and recover only gradually

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

Asset sales halve for 5 years

Unsold 15/18 shared ownership units take a year to sell, affecting 31 units

All 240 18/21 shared ownership units are transferred to rent to home buy. 

Outright sales schemes are mothballed from completion until sales begin again from April 2023.
No vRTB sales for 5 years, with equivalent reduction in vRTB replacement programme

	A further round of rent reductions is imposed 
	1% rent reductions applied to all general needs and supported housing rents for a further five years to 24/25


Under this version, and without any mitigating actions, we would need a new loan by March 2018, but the size of loan required would rise to £154m by March 2023.
The 70% gearing ratio would break by March 2020.  

7.5 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 gearing covenant. The most obvious action to take is to cancel any development schemes which had not been committed by April 2018.  This would defer the gearing covenant break to March 2023, and would reduce the size of the new loan to £71m. 
7.6 This would mean looking at options which would be unpalatable in normal circumstances.
· Sell some or all of the outright sales units at a loss, rather than mothballing them

· 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 

· Close the community investment team

· Reductions to staffing levels in the resident involvement team
· Faster reductions to staffing levels in the development team
· Sell the sundry debts to a debt factor, and explore whether it is possible to do the same with rent arrears.
· Cap salary increases at CPI
A draft mitigation plan will be brought to the Board in July, based on the previous plan agreed in September 2015. 
8 Translation to FRS102 format

The base case plan and all of the stress testing has been undertaken using old UK GAAP accounting rules, as these reflect how our loan covenants are calculated.   The model will be adjusted to provide an FRS102 version by:

· Including grant amortisation and changing the property depreciation rates

· Including the opening pension scheme deficit and reducing this as deficit payments are made

· Including the opening mark to market value of swaps and steadily reducing this to zero by the time the swap fixed rate is less than the long term interest rate

No adjustment will be made to opening bad provision and accrued holiday pay as the figures for these are immaterial in the context of the financial forecast. 

9.0
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 FRS102 version of the plan will be translated into the FFR in time for submission by the deadline of 30 June.  
Phil Newsam

pnewsam@hexagon.org.uk   020 8768 7902








Appendix A
Routine changes

Since the treasury report to the Board in January 2016, the following routine updates have been made:

•
Forecasts for inflation and interest rates have been updated using the information published by HM Treasury

•
The likely end dates of swaps have been revised in the light of current interest rate expectations

•
The 15/16 budget has been input and reconciled

•
The draft March 16 balance sheet has been input  (in UK GAAP format)

•
Management/maintenance costs for new schemes have been inflated to keep in line with current development feasibility assumptions

•
Townley Road property to be sold and any surplus remitted to the NHS

•
Future major repair costs have been updated using the latest data from the Lifespan asset management system 

•
The £220k energy efficiency SIP budget for 16/17 has been included as a one –off cost

•
Development schemes cashflows and rents have been revised to reflect the 15/18 programme as at mid-April, as amended by a DG decision on 18th May.
[image: image4.emf]15/18 programme

Scheme Discounted rent Capped rent FHO

Campbell DR 11

Biggin DR 3

Springbank Brighton Rd DR 6

Brampton p2 DR 7

Cricketers DR 9

Brighton Sanderstead DR 5

Willett 15 DR 15

Lewisham Rd CR 5

Bensham CR 15

Samuel CR 13

Cricketers CR 9

Biggin CR 3

Willett 10 CR 10

Willett 5 CR 5

Brighton Sanderstead SO 23

Lewisham Rd SO 23

Kirkdale SO 9

Heath Rd SO 9

Brampton p2 SO 18

Campbell SO 4

Total programme 56 60 86 202



Output from business plan base case











Appendix B
Key ratios 
[image: image5.emf]2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Operating surplus 10,414,222 9,537,773 10,003,998 9,635,513 10,507,049 10,751,297 11,256,570 11,504,647 11,611,415 11,674,289

Surplus from sales 1,902,949 7,470,246 7,829,669 10,222,490 7,803,363 11,091,623 8,393,950 9,028,374 9,648,823 10,216,434

Net surplus  7,313,086 11,757,464 12,119,035 14,313,860 12,642,470 13,213,583 11,591,399 13,056,000 14,441,569 15,776,658

ANTS Interest Cover  339% 416% 404% 458% 427% 327% 327% 368% 418% 482%

Newcastle/Lloyds Gearing 53.70% 55.30% 54.60% 52.20% 54.20% 46.00% 42.50% 38.60% 34.60% 31.40%

EBITDA MRI Cover 189% 175% 173% 192% 158% 151% 140% 154% 171% 191%

Sales surplus as % of net surplus 26% 64% 65% 71% 62% 84% 72% 69% 67% 65%



Detailed income and expenditure account
 [image: image6.emf]Period: 01 April 2016 - 31 March 2046 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

£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 24,767 25,202 26,203 26,592 27,979 29,687 30,978 31,869 32,615 33,452

Service Charge Income 1,750 1,833 1,942 2,025 2,170 2,330 2,457 2,502 2,545 2,588

Charges For Support Services

Gross Rental Income 26,517 27,035 28,145 28,618 30,149 32,017 33,435 34,371 35,160 36,040

Less Voids -252 -353 -360 -363 -374 -389 -400 -413 -424 -436

Management Charge Income 466 473 489 504 520 530 541 552 563 574

Net Rental Income 26,731 27,155 28,273 28,759 30,295 32,158 33,575 34,510 35,299 36,178

Other Housing Corporation Revenue Grants 152 156 159 162 165 170 174 179 184 189

Total Turnover From Social Housing Lettings 26,882 27,311 28,432 28,921 30,460 32,328 33,749 34,688 35,483 36,367

Management Costs 3,749 3,893 4,098 4,265 4,376 4,478 4,683 4,782 4,880 5,048

Service Costs 1,798 2,027 2,158 2,251 2,399 2,564 2,697 2,747 2,796 2,845

Care And Support Costs 63 65 66 68 70 72 74 77 79 82

Routine Maintenance 3,908 4,049 4,287 4,462 4,644 4,796 4,958 5,110 5,267 5,444

Planned Maintenance 1,188 1,221 1,273 1,321 1,376 1,427 1,479 1,538 1,588 1,640

Major Repairs 1,427 1,342 1,405 1,451 1,501 1,658 1,713 1,765 1,818 1,878

Bad Debts 303 446 582 746 770 803 828 854 876 902

Lease Charges 134 136 141 145 150 153 156 159 162 165

Depreciation Of Housing Properties 3,217 3,502 3,855 4,093 4,369 4,685 4,970 5,210 5,456 5,708

Total Operating Costs 15,785 16,680 17,866 18,801 19,654 20,636 21,557 22,241 22,922 23,711

Surplus (Deficit) On Social Housing Lettings 11,097 10,631 10,566 10,120 10,806 11,692 12,192 12,448 12,561 12,656

Other Activities -575 -53 479 2,614 70 2,272 -936 -943 -949 -982

Surplus Deficit On Sale Of Properties 1,795 6,430 6,789 7,125 7,435 7,878 8,394 9,028 9,649 10,216

Surplus Before Interest and Tax 12,317 17,008 17,834 19,858 18,310 21,843 19,651 20,533 21,260 21,891

Interest Collected 60 45 106 88 222 227 233 238 243 266

Interest Payable -5,064 -5,296 -5,820 -5,632 -5,890 -8,857 -8,292 -7,715 -7,062 -6,380

Surplus Before Tax 7,313 11,758 12,119 14,314 12,643 13,214 11,591 13,056 14,442 15,777



Balance Sheet  
[image: image7.emf]Period: 01 April 2016 - 31 March 2046  2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

£ 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 509,002 529,495 556,426 582,309 610,436 621,721 629,595 637,429 645,425 653,787

Social Housing Grants -249,109 -251,119 -253,457 -256,314 -259,271 -260,985 -261,378 -261,781 -262,225 -262,740

Other Capital Grants -19 -19 -19 -19 -19 -18 -18 -18 -17 -17

Depreciation -25,556 -28,963 -32,712 -36,690 -40,937 -45,492 -50,319 -55,373 -60,657 -66,182

Net Book Value Of Housing Properties 234,318 249,394 270,238 289,286 310,209 315,226 317,880 320,258 322,526 324,848

Other Fixed Assets Tangible 2,862 2,743 2,579 2,504 2,472 2,419 2,369 2,319 2,270 2,222

Total Fixed Assets 237,180 252,137 272,817 291,790 312,681 317,646 320,248 322,577 324,796 327,070

Current Assets 12,767 22,681 20,063 15,701 23,127 6,822 6,968 6,990 7,272 11,587

Total Current Assets 12,767 22,681 20,063 15,701 23,127 6,822 6,968 6,990 7,272 11,587

Current Liabilities 3,605 3,699 3,773 3,866 3,943 4,049 4,158 4,270 4,385 4,503

Total Current Liabilities 3,605 3,699 3,773 3,866 3,943 4,049 4,158 4,270 4,385 4,503

Net Current Assets Incl Pension 9,161 18,982 16,289 11,834 19,184 2,773 2,810 2,720 2,887 7,083

Total Assets Less Current Liabilities 246,341 271,118 289,106 303,624 331,865 320,418 323,058 325,297 327,682 334,153

DEFERRED LIABILITIES

Outstanding Loan Balance

    Treasury 172,524 185,306 175,663 171,340 166,986 162,573 158,203 153,212 148,091 142,595

    Loan - Working Capital 15,325 19,973 40,093 20,019 15,645 10,053 3,409

Outstanding Loan Balance Total 172,524 185,306 190,988 191,313 207,080 182,592 173,849 163,265 151,500 142,595

Loan Fees -1,260 -1,141 -1,023 -904 -786 -668 -549 -431 -312 -212

Deferred Premium

Other Long Term Creditors 2,244 2,363 2,432 2,192 1,905 1,614 1,288 936 526 25

NET ASSETS 72,833 84,590 96,710 111,023 123,666 136,879 148,471 161,527 175,968 191,745

Share Capital and Reserves

Provisions 566 566 566 566 566 566 566 566 566 566

Retained Surplus 72,267 84,024 96,143 110,457 123,099 136,313 147,904 160,960 175,402 191,179

72,833 84,590 96,710 111,023 123,666 136,879 148,471 161,527 175,968 191,745

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



Cash flow
[image: image8.emf]Period: 01 April 2016 - 31 March 2046  2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

£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  30,719 39,356 38,941 52,464 40,251 54,305 33,982 34,924 35,726 36,616

Cash Paid To Suppliers  -16,511 -19,179 -26,967 -26,521 -27,268 -14,003 -12,825 -13,104 -13,371 -13,756

Cash Paid To Employees -3,770 -3,872 -4,033 -4,198 -4,402 -4,572 -4,780 -4,957 -5,140 -5,329

Net Cash From Operating Activities 10,438 16,304 7,940 21,745 8,581 35,730 16,377 16,864 17,216 17,531

Returns On Investments & 

Servicing Of Finance

Interest Collected 60 45 106 88 222 227 233 238 243 266

Interest Charges -5,794 -6,304 -6,808 -7,003 -7,605 -9,384 -8,355 -7,821 -7,208 -6,577

Net Cash From Investment Returns & Finance Servicing -5,734 -6,259 -6,702 -6,915 -7,382 -9,157 -8,123 -7,583 -6,964 -6,311

INVESTING ACTIVITIES

Acquisition And Construction Of Properties -38,139 -21,861 -28,332 -27,308 -29,432 -14,140 -11,108 -11,518 -11,945 -12,387

Purchase Of Other Fixed Assets -240 -246 -251 -256 -262 -269 -276 -283 -291 -299

Grants 3,819 2,162 2,411 2,564 2,616 1,343

Sales Of Properties 2,351 7,715 8,782 9,894 10,151 11,019 11,898 13,115 13,749 14,529

Net Cash From Investment Activities -32,209 -12,231 -17,391 -15,106 -16,927 -2,046 515 1,313 1,513 1,843

Net Cash Before Financing -27,505 -2,186 -16,152 -276 -15,729 24,527 8,769 10,594 11,765 13,063

FINANCING

Equity Drawdown

Loan Draw downs 23,116 13,884

Capital Repayments -2,577 -1,183 -9,699 -4,372 -4,392 -4,453 -4,396 -5,002 -5,121 -5,496

Loan Working Capital Movements

Working Capital Loan Drawdown 2 15,325 18,322 23,158 1,245 2,311 2,222 2,199 2,044

Working Capital Loan Repayment -2 -13,674 -3,038 -21,319 -6,685 -7,815 -8,842 -5,454

Net Cash From Financing 20,539 12,701 5,627 276 15,729 -24,527 -8,769 -10,594 -11,765 -8,905

BALANCE BROUGHT FORWARD 7,976 1,010 11,526 1,000 1,000 1,000 1,000 1,000 1,000 1,000

INCOME LESS PAYMENTS -6,966 10,515 -10,526 0 0 0 0 0 0 4,157

CLOSING BANK POSITION 1,010 11,526 1,000 1,000 1,000 1,000 1,000 1,000 1,000 5,157
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