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Trust Housing Association Ltd 
 
Business Plan 2019/20  
 
 
Introduction 
 
Over the last five years Trust has been working towards our Bright Future 
strategy to deliver a new chapter for Trust.  Although we have now come to 
the end of this period, we feel that the principles of Bright Futures and our 
strategic aims still apply for 2019/20, especially with the merger of Wishaw 
and District Housing Association planned for this year.  As such we are going 
to extend our existing Bright Future for a further year.  Underpinning this 
business strategy is our business plan, that ensures that resources are 
available to deliver the aims of the business strategy and assist in achieving 
our purpose, vision and strategic aims. These are: 
 
 
Purpose 
‘To provide quality homes and services that offer independence and choice’ 
 
Vision 
‘To be an excellent organisation that improves people’s lives and is a market 
leading provider of quality homes and services’ 
 
Strategic aims: 
 

 Strategic Aim A – To understand and exceed customer expectations 
 Strategic Aim B – To provide quality homes and maintain a viable asset 

base 
 Strategic Aim C – To continuously develop and grow Trust as a thriving 

and sustainable business. 
 
 

Project Delivery: 
 
A range of individual projects underpin delivery of these strategic aims. 
Leadership Team and Board monitor progress on these and a range of KPIs 
throughout the year.  Some projects are continuing from 2018/19 and some 
are new to 2019/20, all of these continue progress towards achieving the 
strategic aims.  Where appropriate, option appraisal and cost benefit analysis 
takes place to establish the approach to delivery of our strategic aims through 
these individual projects. Progress and performance management of both 
projects and KPIs takes place routinely through Leadership Team, Audit & 
Performance Committee and Board, utilising our Clearview performance 
monitoring application and various dashboards. 
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The following key projects are included in the business plan and budget for 
2019/20: 
 
Transformation 
 

 Transformation – Phase 1 
 iTrust – Phase 2 
 Digital Participation – Phase 3 
 Core Data 
 Voice & Data – Phase 1 
 Value for Money 

 
Growth 

 Strategic Partnership – Wishaw & District Housing Association 
 New Build Programme 
 Existing Stock 

 
 
Financial Model/Plan updating: 
 
Starting with the Board in September and then strategy away days in October 
and also during Autumn/Winter 2018/19 Trust Board Members have 
considered and reviewed development and updating of the organisation’s 
business and financial plan.  A Zero-Based Budget (ZBB) approach has been 
undertaken to establish the costs included in the plan.  Initial ZBB 
submissions from budget holders have been scrutinised by Leadership Team 
and cuts made to achieve a challenging but deliverable budget and financial 
planning framework.  As part of this process, the Board have also considered 
and agreed the cash limit budget for 2019/20 that directly underpins the 
2019/20 Business Plan. 
 
We follow a cyclical approach to developing and maintaining our business and 
financial plans.  We roll forward our 30-year financial model by a year, 
annually, to maintain a full 30-year planning period at all times.   
 
This document summarises the process and outcomes from this exercise. 
 
Our core financial planning tool is an EXCEL 30-year financial model.  The 
model includes all revenue and capital expenditure and income anticipated 
over the 30-year period including detailed lifecycle costing for investment in 
our stock based on detailed stock condition survey data. The financial model 
also incorporates our detailed operational budgets for the first financial year 
(2019/20), that underpin the 30-year plan.  These operational budgets are an 
intrinsic part of the 30-year plan and are considered as part of the review of 
the long-term plan.   
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The key focus of the financial planning tool is cash monitoring although the 
model does incorporate income and expenditure and balance sheet data, 
along with covenant compliance.   
 
 
 
Financial Planning and Risk 
 
The financial model allows us to easily undertake scenario planning and 
sensitivity analysis. Our base line assumptions in relation to key variables 
such as inflation and interest rates are incorporated in the model and the 
impact of changes to these and other factors can be readily modelled. 
 
 
Approved 30-year Business Plan and cash limit budget for 2019/20 
 
At the Board meeting in December 2018, the Board approved the inflationary 
increases to be applied to charges for Financial Year 2019/20.  Tenant 
consultation took place prior to this and a majority of tenants agreed with the 
charge proposals for 2019/20.  At the meeting on 28 March 2019 the Board 
agreed the budget cash limits for 2019/20 and approved the impact of both 
these factors on the business plan and the 30-year financial plan. The 
approved cash limit budgets will be extracted and imported into our Financial 
Management system OPENAccounts to enable budget monitoring throughout 
the financial year ahead. 
 
All the other factors which impact on the plan that are incorporated in the 
financial model were also approved.   
 
The key budget assumptions included in the financial model (V05) and 
business plan for 2019/20 presented to Board for approval at the February 
meeting are detailed in the table below: 
 
Factor 2019/20 2020/21 and 

Future Years 
Notes 

General Inflation 
(based on 
September 2018 
CPI) 

2.4% 2% September CPI  

Income    
Rent increases  2.9% 3% CPI plus 1% 

assumed for 1 
year then CPI 
only 

Food charges 4.1% 3%  
Communal Energy 
Service Charges 

Frozen Frozen Varying in future 
years. 

Heating Charge Frozen Frozen Varying in future 
years 

Other Charges 2.4% 2%  
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Other Income 2.4% 2% Contract income  
Expenditure    
General expenditure 2.4% 2%  
Staff Costs 2.4%  2% National Living 

wage costs 
assumed to 
increase each 
year until 2020.   

Energy Costs 
Communal Energy 
Heating Charge 

 
2.4% 

 
2% 

CPI plus 3% for 
the remainder of 
the plan period. 

Voids 3% 3% Prudent 
provision  

Bad debts 0.5% 1% 1% for the 
remainder of the 
plan period.  

Interest rates (LIBOR 
base rate)  

1.0% 1.25% Future years 
incremental 
increase to 4% in 
year 8 onwards 

Efficiency 
savings/Income 
Growth yet 
unallocated 

To be identified 
through the 

WDHA merger 
and VFM project 

To be identified 
through the 

WDHA merger 
and VFM 

project 

 
 
 

Pension deficit 
contributions 

£0.8m £0.8m Deficit 
contribution 
payable for 3 
years 

Current Pension 
scheme contributions 

6% SHAPS DC 
3% Peoples 

Pension – auto 
Enrolment 

6% SHAPS DC 
3% Peoples 

Pension – auto 
Enrolment 

 

Borrowing – peak 
debt 

£27.2m in 
2020/21 

 Debt free before 
the end of the 
plan period 

Capital Spend    
Component 
Replacement/ 
Remodelling/EESSH/ 
Fire Regulations 

£2.3m £2.5m Includes VAT, 
fees and inflation 

Furniture 
Replacement 

£155k £100k £150k annually 
from year 4. 

ICT General and 
Office Furniture 

£205k £110k £155k annually 
from year 4. 

ICT – Digital 
Participation Project 

£149k £119k Project due to 
finish in 2020/21 

New Build Capital 
Costs net of grant 

£2.7m £5.1m £237k in 2021/22 
then zero  
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Capital Programme - Component Replacement Expenditure 
 
An updated stock condition survey was carried out in 2018/19 and this 
business plan reflects the full stock condition survey over the 30-year period. 
 
Our stock condition survey data is currently being updated using an external 
consultant, which is completed on a 5-yearly cycle, with the data collected 
uploaded into the Asset Management module within the Core Systems 
strategic project. 
 
For 2019/20 a provisional investment programme of £2.3 million, has been 
identified across the following headings: 
 

 
 
This expenditure has been included in the financial plan. 
 
 
Statement of Financial Position - Cash 
 
A further aspect of the plan is to monitor performance against Trust’s cash 
balance target.  This reflects the amount of cash at bank or on term deposit 
that is readily accessible.  A target of a minimum of £2m is the required sum, 
as determined by our Treasury Management policy and reflects approximately 
10% of our annual turnover.   This target has been met through the life of the 
current business plan (V06). 
 
Statement of Comprehensive Income - Surplus 

Area £

Heating 292,406               

Heating - Carcass 452,431               

Windows 81,000                 

Bathrooms 462,439               

Kitchens 637,890               

Warden Call 16,034                 

Electrics 106,078               

External Doors 60,661                 

Fire Systems 28,198                 

Lifts 157,972               

Roofs 829                       

External Fabric 10,592                 

Common Kitchens 11,970                 

Total Capital Expenditure 2,318,500           
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Historically our internal target is to generate a surplus that is 10% of our 
turnover.  However, our proposed business plan for this year reflects a 
surplus percentage of 7.2%.  This is in the main due to 3 factors: 
 

 We have £156k of Wishaw & District Merger costs included in 2019/20 
which is an exceptional item and one off.   

 Income stream mix – we are seeing an increase in turnover in both our 
Care at Home and Food income streams, both of which contribute a 
lower margin than our Landlord income stream – this will continue to 
put pressure on our surplus target through the life of the plan. 

 Transformation agenda – we are currently in the middle of our change 
programme and are currently investing in our technology, however we 
will not see the expected cost and efficiency savings from this until the 
project is complete. 

 
Appendix 1 summarises the key financial outputs from the current model 
(V06) in a simple table, Appendix 2 provides a chart indicating the impact on 
our cash position against our target of £2m pa and also illustrates our 
outstanding debt. 
 
 
Wishaw & District Housing Association – Transfer of Engagements 
 
At the time of writing we have been appointed as the preferred partner for a 
merger with Wishaw & District Housing Association (WDHA).  The target 
transfer date is currently 1 December 2019.  Our current business plan does 
not include any figures in relation to Wishaw (apart from the merger costs 
mentioned above).  We are currently working on due diligence and the SHR 
business case.  An updated business plan will be brought to the board once 
we are further through the transfer process. 
 
 
Sensitivity and Scenario Testing 
 
At the Board meeting in March, board members considered alternative 
scenarios based on the plan proposed for approval (V06), looking at 
sensitivities around some of the key assumptions in the plan. 
 

 Scenario 1 illustrates the impact of inflation increased by 1% in 
2019/20 and 2020/21 (model V06.1) 

 Scenario 2 illustrates that the impact of increasing interest rates by 1% 
each year over the life of the plan (model V06.2) 

 Scenario 3 illustrates the impact of increasing voids and bad debts by 
0.5% each in every year of the plan (model V06.3)  

 Scenario 4 illustrates that the impact of increasing interest rates by 4% 
each year over the life of the plan (model V06.4) 
 

 
Risk Management and Mitigation 
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Any financial risks and variations in our assumptions can readily be amended 
in the financial model and the impacts identified. 
 
Consideration can then be given to what options and actions are available to 
us to manage and mitigate those risks: 
 

 A significant part of our cash outgoings relates to capital costs in 
relation to property expenditure. Work on projects under Strategic Aim 
B will contribute to refining our approach in this area.  Adjusting the 
profiling of this expenditure is always available to us.  However, this 
obviously has consequences which need to be considered before such 
a decision is made. 

 
 Reducing operating costs is a further option, either through efficiencies 

being planned and managed over time or if necessary drastic 
immediate measures could be taken. 

 
 Additional income from new/emerging and additional income streams 

may be achievable and have a positive impact. Work on projects under 
strategic aim C will provide clarity and direction to allow us to pursue 
growth in this area. 

 
 Additional or re-profiling of borrowing could be considered alongside 

moving to more flexible borrowing arrangements as are common place 
in the market currently. 

 
 
Active Budget Management Approach 
 
Trust has adopted and follows an ‘Active Budget Management’ Approach 
where budgets are adjusted during the financial year if or when required. Any 
impacts on the current year budget are extracted and re-loaded into 
OPENAccounts so that budget holders are monitoring against the most up to 
date budgets available. When such adjustments take place where these are 
effective beyond the end of the current financial year then our 30 year 
financial model is updated, risks are reassessed and any remedial measures 
identified and reported to the Board. 
 
In a similar way, if or when we become aware of changes to any of the factors 
impacting on our financial plan then we update the plan and reassess our 
position and again identify any remedial action required and report this to the 
Board. 
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Summary of Model Key Outputs from the Scenarios Tested 
 
Please note – no mitigating action has been taken in any of the scenarios 
below. 
 
Output Proposed 

Base 
Model 
19/20 
(V06) 

Scenario 1 
-Base plus 
Inflation 
1% 
increase in 
20/21 & 
21/22 

Scenario 
2 - Base 
plus 
Interest 
1% 
increase 
for life of 
the plan 

Scenario 
3 – Voids 
& bad 
debts 
increase 
by 0.5% 
each 

Scenario 
4 - Base 
plus 
Interest 
4% 
increase 
for life of 
the plan 

Year 1 cash 
balance 

£2.0m £2.0m £2.0m £2.0m £2.0m 

Year 5 cash 
balance 

£2.1m £2.2m £1.3m £1.4m -£0.9m 

Year 10 
cash 
balance 

£2.1m £2.4m £0.0m £0.3m -£6.1m 

Year 30 
cash 
balance 

£16.5m £17.9m £11.8m £8.7m -£1.0m 

I&E year 1 £2.1m £2.1m £2.1m £2.1m £2.1m 
I&E year 5 £2.4m £2.5m £2.1m £2.2m £1.4m 
I&E year 10 £2.2m £2.3m £1.9m £2.0m £1.2m 
I&E year 30 £2.9m £3.0m £2.9m £2.6m £2.7m 
I&E surplus 
% year 1 

8.8% 8.8% 8.8% 8.8% 8.8% 

I&E surplus 
% year 5 

8.7% 
 

8.9% 
 

7.9% 
 

8.1% 
 

5.3% 
 

I&E surplus 
% year 10 

7.2% 7.4% 6.4% 6.6% 3.9% 

I&E surplus 
% year 30 

6.1% 6.2% 6.0% 5.4% 5.8% 

Reserves 
Year 1 

£23.6m £23.6m £23.6m £23.6m £23.6m 

Reserves 
Year 5 

£32.4m £32.7m £31.5m £31.7m £28.7m 

Reserves 
Year 10 

£43.9m £44.7m £41.9m £42.3m £35.6m 

Reserves £96.2m £98.8m £91.4m £88.9m £78.4m 
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Year 30 
 
 
 
Conclusion 
 
Based on the current assumptions incorporated within the financial model we 
have a robust and deliverable 30-year financial plan (financial model V06, 
appendices 1 and 2).  However, we fully recognise that the plan is very 
sensitive to a range of variables incorporated within the plan and therefore 
see Financial Planning as a continuous on-going process based on our 
‘Active Budget Management’ approach, rather than a task that is simply done 
once a year.   
 
Our ability to be very responsive to changes and anticipated changes 
strengthens our ability to objectively and thoroughly review the impact of any 
changes on our financial plans and take appropriate remedial action over a 
measured and managed time scale. 
 
 
Recommendation to Trust Board 
 
This business plan and the related 30-year financial plan and 2019/20 
operational cash limit budgets as detailed in financial plan model V06 are 
proposed for approval by the Board as the baseline model for the 30 years 
beginning 1 April 2019 and the baseline for production of the Five-Year 
Financial Plan (FYFP) for the regulator.  (Following approval this will be 
renumbered as model V01 for 2019/20) 
 
Our Active Budget Management approach will then continue, using this model 
as our baseline for the year and this therefore may impact on the data 
submitted to the regulator as our Five-Year Financial Plan if Active Budget 
Management Changes take place before the FYFP submission date. 
 
28/03/2019 
Fiona Beattie 
Director of Finance & Business Services 
Presented to Board 28 March 2019 


