
Board Meeting 

Wednesday 23 February 2022 at 5.45pm 

The meeting will be held through a MS-Team online conference as provided for in article 71 of the 

Articles of Association. See the Basecamp post for the specific arrangements.  

Agenda 

1) Welcome and apologies

2) Declarations of interest

3) Minute of the Board meeting of 26 January 2022 (enclosed)

4) Matters arising (paper enclosed)

5) Business development

• No additional items

6) Housing management activity

a) Proposed rent increase (paper enclosed)

b) Former tenants’ accounts and sundry debtors - Bad Debts and Write-offs (paper 

enclosed)

7) Property maintenance activity

• No additional items

8) Financial matters

a) Budget Report and Financial Forecast for the year ending 31 March 2023

b) Finance - amendment to Financial Regulation – Appendices 1 and 5 (paper enclosed)

9) Operational matters (paper enclosed)

a) Board and Director effectiveness (paper enclosed)

10) Any other business

a) Publication of Board papers

b) Date of the next Board meeting – Wednesday 30 March 2022
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Minute of the Board meeting held on Wednesday 26 January 2022 at 5.45pm via MS 

Teams 

 

Present:  Tenant Members 

   Amanda Bryan  

   Alice Craig  

   Georgina Dawson 

   Kenny George 

   Tommy Maughan 

    

   Community Members 

   Gemma Collins 

   Kelsey Kane 

Simon Leslie – Chair 

Bobby Pyper 

Mike Tomlinson 

 

   In Attendance 

Kirsty Broadfoot – Minutes 

Caroline Donald (until end of item 5a) 

David McGivern 

Alan Park 

Jim Whiston  

    

  

1. Welcome and apologies 

Simon welcomed everyone to the meeting. Apologies were received from Anne 

Wason. 

 

2. Declarations of interest 

 No matters were discussed. 

 

3. Minute of the Board meeting held on Wednesday 24 November 2021 

 The Minutes of the meeting held on 24 November were accepted as a true record 

and were proposed by Gemma Collins and seconded by Alice Craig. 

 

4. Matters arising  

 Jim noted that the new Board member induction was outstanding but was to be 

signed off by the February meeting. Also, the H&S briefing had taken place this this 

morning with Emma Willey from ACS. 

 

 

 
 

Board Meeting – Wednesday 23 February 2022 

 

Agenda Item: 3 

 

Subject: Minutes of Board Meeting Wednesday 26 January 2022 

 

Prepared by: Kirsty Broadfoot 

 

2



5. Business Development 

  

 5a. Performance report from 1 April to 31 December 2021 

 Caroline summarised the report. She noted a slight increase in void rent loss 

but this was still within our target of 0.8%. Arrears were still well within target 

and consistent with previous years. There were 68 terminations within the 

period and the senior housing officer continues to look at reasons why to try 

and spot any patterns or trends. There had been a large number of 

applications for housing made, with over 3,000 people on the waiting list in 

total. 93% of applications were processed within 7 days. We let 84 

mainstream properties in the period. Void relet times increased, mainly due 

to issues surrounding Covid. The senior housing officer and technical 

services manager meet regularly to closely monitor these times. There were 

4 court actions initiated in the period and one eviction. Resolution rates were 

high for antisocial behaviour cases with 309 of the 323 cases resolved 

within the period. Corporate complaints have increased, we had been under 

reporting so this is positive as we have a new reporting format and learning 

outcomes are being identified.  

 

Jim then spoke about the repairs performance indicators. He advised that 

there have been some issues with service delivery, mainly due to the effects 

of Covid restrictions having an impact on material supplies and shortages of 

labour due to self-isolation rules. There are both ongoing and emerging 

issues with contractors’ performance and record keeping. There are lots of 

external pressures on us. We are confident that we will get the reporting 

information that we require on gas repairs by February. This is not though 

affecting gas serving information. Bobby then asked about the contract with 

the main repairs contractor. Jim confirmed it was a framework contract 

which is current to March 2023 with the potential for extension. Other 

factors to consider are the price pressure on major repairs and also that the 

contractor who had been dealing with replacement doors has declined to 

continue with the contract. Bobby expressed his thanks to Caroline and the 

team for the clear and easy to understand report.  

 

5b. Delivery Plan – progress to date  

Jim confirmed that good progress had been made to date and that there is  

a strong focus on getting tenant scrutiny back on track. We are also looking 

to build on the equalities and human rights policy and increase our work with 

voluntary organisations now that restrictions seem to be easing. Hope to 

hold more face-to-face staff meetings this year. The final review of the 

delivery plan will take place prior to the March Board meeting. 

 

5c. Business Plan development 

 Jim advised that the current plan is due to be renewed by the end of March 

2022. He is hoping to hold a seminar/away day to look at ideas for the new 

plan. This may be held in the Local in March. He indicated the importance of 

getting staff and Board input into how useful the current format is and to 

look into the broader themes around the plan. Amongst the areas to be 

looked at are clearer plans around community engagement and successful 

grant awards, procurement policy, added value, working with local 

businesses and maximising training opportunities. We are looking at  

ensuring the plan remains a useful vehicle for Board and staff. A draft will 

be circulated to the Board prior to the March Board meeting. 
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6.  Housing management activity 

 No matters were discussed. 

 

7. Property maintenance activity 

 No matters were discussed. 

 

8. Financial matters 

  

 8a. Management Accounts for the 9 months ended 31 December 2021 

 Alan gave an overview of the accounts, confirming that the figures were very 

much in line with Quarter 2. He went on to discuss the pertinent points on 

the various income and expenditure items. There had been an overspend in 

service costs – due to additional close cleaning. Reported a strong 

performance in terms of actual cash to budgeted. Cash flow was a bit higher 

due to the higher number of creditors. Alan confirmed this was not a 

concern. Expenditure on projects was £6M with grants of £4M received. The 

Allia drawdown is now being spent given the grants have now been used. 

Alan noted that cash balance is £470k higher than at the start of the year 

due to the cash generated from our operating activities being greater than 

interest and loan payments and our planned improvement works and 

development programme costs. General creditors are higher than last year 

end. 

 

 In terms of the KPIs, Alan confirmed there were no issues. Covenants had 

been met with significant headroom.  

 

 The Board thanked Alan for his report and approved the accounts.  

 

8b. Revenue Reserves – background and our approach to managing them 

Alan provided a summary of the report, noting that the system adopted by 

the association is double entry accounting. He advised that it is important to 

have a strong surplus to be able to make transfers to account for the new 

build programme.  

 

Bobby thanked Alan for the helpful information and the Board noted the 

report. 

 

9. Operational matters 

  

 Coronavirus issues (including health and safety) 

Jim highlighted that things had moved on in terms of Covid restrictions since the 

papers were issued. We expect that an announcement will be made shortly to end 

enforced home working. Guidance from Scottish Government is due to be updated 

shortly. Revised guidance will be issued to staff on hybrid working next week. Jim 

noted the need to highlight to staff that their health and safety is at the forefront of 

these decisions. We hope to introduce a controlled opening to the public by 

appointment from March. Simon asked about data protection while staff are home 

working. Jim advised that we have strict guidance around this in the staff handbook. 

Staff have also been taking weekly online training sessions on IT risks. Further to 

this, new IT kit is being rolled out to support hybrid working which is more robust in 

terms of data security.  
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 Board effectiveness and governance 

 Jim noted that the next report is due in February. A new disclosure form is being 

worked on by Caroline. 

  

Eydent 

We are awaiting formal feedback following the event in November. Stephen Black, 

Director of Atrium has retired and his replacement is Shannon Wilson. 

 

Staffing issues 

Jim announced that Ainslie Wyllie from our corporate services team is retiring in 

May this year and David McGivern is retiring in the summer. Both have over 20 

years of service with the association. Jim thanked them both for their dedicated 

service over the years. He advised that options were being looked at for Ainslie’s 

replacement. We will be advertising next week for two new heads of service - Head 

of Property and Development and Head of Housing Services and Communities. An 

announcement will be made to staff and it should be seen as a positive move for 

the association. Bobby felt that the staff deserve a lot of credit and we are fortunate 

to have such a talented team of people.  

 

Community Engagement and Publicity 

Jim summarised the Community Recovery Fund award. We have been successful 

in securing £100K of funding which has been split  between the partners Riverside 

Community Trust, SeAscape and ourselves for homelessness intervention, pre-

tenancy support and income maximisation. Jim noted that the payments to 

SeAscape constitute related party transactions. SeAscape’s CEO Kelsey Kane 

became a member of the Board after the CRF bid had been lodged.  

 

Notifiable events and disposals 

 There have been no disposals since the November meeting. 

 

 9a. Minute of the Audit Committee meeting of 24 November 2021 

  This was noted.  

 

 9b. Minute of the Development Committee meeting of 15 December 2021 

  This was noted.  

  

10. Any other business 

It was confirmed that Simon would speak with Kelsey directly after the Board 

meeting to finalise the new Board member induction. Gemma indicated she would 

also like to speak with Simon. 

   

 10a.  Publication of Board papers 

  It was agreed that the contents of the paper on revenue reserves should be 

treated as confidential along with the covenant information and section on 

pipeline projects in the Development Committee minute. 

 

10b. Date of next Board meeting  

Wednesday 23 February 2022. 

 

There was no further business and the meeting closed at 6.55pm with a vote of 

thanks to the Chair. 
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Signed       Dated 
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Board Meeting – Wednesday 23 February 2022 

 

Agenda item: 4 

 

Subject:  Matters arising including outstanding matters from earlier meetings 

 

 Prepared by Jim Whiston 

 

 

  

 

Ref Date Subject Progress Complete? Due by Board: 

B510 26/1/22 

 

No matters arising    

      

      

  

Completed Items will be removed from the following month’s report. The previous reports are retained within the within the bound Board papers on 

the websites. 
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Understand pressure the HA is going through, everywhere having to increase rents with building materials 

also going up. 

 

 

Whilst I appreciate rent increases are necessary for financial reason for the association, the cost of living 

has increased considerably with has and electric up in price, and council tax likely to increase as well. As 

a nurse, we were given a 4% rise, which is below the actual cost of living, and increases will leave myself 

and many others in a worse financial position. I support the rent increase though, if it will provide the HA a 

much better place to meet costs. I cannot fault the association in any way for proposing increases. 

 

I believe building new houses is of paramount importance. 

 

It is only right that the association has the funds to more forward with  the financial security for all 

concerned. 

 

I think the rents we pay Ayrshire Housing are very fair. We are lucky to have a warm, damp free flat to live 

in. Other people are not as fortunate. If we have to pay an additional charge to help maintain housing 

stock so be it! 

 

This is so difficult. I think we are all struggling. 

 

Our repairs have always been completed, we can't expect costs not to go up slightly. 

 

I am agreeing to your proposal but please stop putting disreputable people here it's turning into a ghetto. I 

would like to see more respect for the existing tenants . 

 

 

Not at the moment, people are struggling due to current economy. 

 

The price of everything is increasing and wages aren’t. The houses aren’t efficient in the current climate. 

A lot more could be done to improve which doesn’t happen without tenants complaining. Make 

improvements and then we’ll feel an increase in rent is worthwhile and valid. We just had a rent increase. 

 

A 4.5% increase would make a 2 bed house more expensive than the private rental market in Tarbolton. 

Couple that with the lack of service provided during Covid, I think it is bare faced cheek to propose such a 

high increase. I for one would like clarification of any proposed wage raises for AH employees. I certainly 

haven't had one recently. 

 

A 4.5% rise would mean nearly £17 a month increase in rent. Both myself and my partner receive around 

1/5% pay rise each year and I doubt Ayrshire Housing are giving their staff a 4.5% raise in wages. I feel 

the rent is expensive enough without this further rise. It would be cheaper getting a private let in a better 

area. A lot of tenants are claiming benefits and it doesn't affect them, but for people working a £17 a 

month rise is not affordable. 
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Think with the way the country is at the moment with people really struggling with day to day bill 

increasing rent will make more people suffer worry or even worse. Think its the right thing not to increase 

this year as you did last year but the pandemic is only getting worse and not everyone can get benefits to 

help them.i wouldn't like to have on my conscience more people being homeless or in poverty because 

you can't not increase shame on you all if you pit people in this situation. 

 

Increase in fuel and food prices make this rent increase impossible. Wages remain the same 

 

I have agreed to an increase each year but not this year. People are struggling and the houses are not 

worth the rent paid with issues that have just been ignored. Roofs are needing replaced etc…. 

As I have said previously rent has doubled my wages haven't and your housing that was supposed to be 

affordable housing when it started out is now becoming in line with private rental prices and I would not 

exactly say that it is high spec housing 

 

 

Tenant would love to see no increase but realises this is not possible. Tenant really stressed about how 

she is going to cope financially with the cost of living rising so much and her income staying the same. 

She would like Ayrshire Housing to increase by the smallest amount possible to help support the tenants 

as much as they can during these difficult times. 

 

Ayrshire Housing do a fantastic job and I understand rents need to increase. 4.5% seems very excessive 

especially with gas/elec and other bills souring. Many tenants will struggle to pay this. A lower increase 

would be appreciated. 

 

We are struggling as it is. Another increase is just putting people on low income into more problems. 

Wages and benefits are not even close to going up at the same rate as the increases in the cost of living 

as it stands at the moment. 

 

Due to increased costs of living, gas price increase and food etc. I unfortunately do not thinkk that this 

proposed increase in rent will be afforded by many. 

 

The increase is higher than expected for the current situation with covid 

 

I currently don't pay rent, i have health issues regarding this. I have ticked the 2nd box, hope this helps. I 

am totally happy with repairs and maintenance. I am totally happy with you and all your decisions. 

 

If the rent goes up, I expect the services carried out,  services continue as required. 

 

 

Recommendation 

 

Following conclusion of the budget review it is proposed that rents be increased by 4.5% and adjust 

the Rent Policy accordingly. 
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Details of the individual accounts are listed on the following pages. 

 

Recommendation 

 

The Board is asked to approve the writing-off of these debts and credits from former tenants’ 

and owners’ accounts. The total amounts to £10,629.58. 
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Ayrshire Housing Budget Report and Financial Forecast 2022/23 

Budget Report and Financial Forecast for the Year ending 31 March 2023 

Prepared by Alan Park, Head of Finance 

A new project for 22 houses at Queen’s Terrace on the edge of Maybole. 

The scheme has been designed to reflect the ambitions of the association’s new Design Guide for energy efficient and flexible 

housing.  There will 18 two- and three-bedroom houses, and 4 one-bedroom flats. Each flat includes an additional small room 

which can be used either as a home office or a child’s bedroom. 

Agenda Item 8a
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Ayrshire Housing Budget Report and Financial Forecast 2022/23 

Contents 

 

1. Executive Report  

2. Economic background  

3. Budget Assumptions 

4. Financial Health - Risk Management and Financial Viability 

5. Balance Sheets – projected to 31 March 2022 and 2023 

6. Income and Expenditure Account – cash and accruals basis 

7. Cash Flow 

8. Notes on operational Income and Expenditure 

9. Development Programme and Capital Expenditure 

10. Loans 

11. Management Expenses - detailed breakdown 

12. Notes on Management Expenses 

13. Key Ratios 

14. Covenants 

15. Recommendation 

Annex 1 - 30 Year Financial Projections and Assumptions  

      Annex 2 – Risk: review of key risks and potential financial impact and mitigations 
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Ayrshire Housing Budget Report and Financial Forecast 2022/23 

1. Executive Report  

Ayrshire Housing’s budget proposal for 2022/23 reflects the continuing impact of the 

pandemic and general economic issues and as usual, is also set within the context of our 

exposure to a wider array of external and internal risks alongside the need to deliver excellent 

levels of service to our tenants, applicants, and owner occupiers. We must also consider other 

stakeholder relationships such as the government; the Scottish Housing Regulator (the 

regulator); South Ayrshire Council and our lenders. We also look to maximise opportunities that 

exist or may emerge for the organisation. Our loan agreements require us to produce budgets 

and forecasts, supplied under them and their associated covenants, which are arrived at after 

careful consideration and have been prepared in good faith based on recent historical 

information and based on assumptions which are reasonable at the time they are prepared and 

supplied. The budget presented here incorporates updated assumptions based on a variety of 

predicted downside events but remains consistent with the agreed 30-year financial plan which 

underpins our services and provides assurance that our financial strength and value continues. 

The outbreak of Covid-19 brought significant operational disruption and uncertainty for Ayrshire 

Housing and continues to do so although it is hoped that the worst of the pandemic may be 

over. The various restrictions which were in place obviously had an impact on our service 

delivery to our tenants and applicants. The vaccines were good news for society generally, but 

the effect of the pandemic will likely continue to be felt by business and society for years to 

come. The economic consequences of the pandemic remain evident, and the general 

uncertainties and disruption caused by Brexit adds to general uncertainty. One thing that 

seems certain is continued upward pressure on prices which will lead to higher inflation rates 

at levels not experienced for several years. 

We have experienced a period of low inflation over recent years, but a ‘perfect storm’ leading to 

higher inflation throughout the UK economy is now evident. The main reason is the rising global 

price of energy. This has meant higher energy and transport bills for businesses, many of whom 

pass on the extra costs to customers. Supply problems and higher shipping costs also continue 

to impact businesses. In addition, staff shortages are a particular problem in the UK, due to 

Brexit and the pandemic, and are prompting some employers to raise wages which in turn 

leads to increased prices to cover the increased labour costs. Our maintenance costs are 

predicted to increase by at least 10% on average (over £200k additional costs) and we also 

have the prospect of our main contractor re-assessing their participation in the contract which 

could lead to a re-tender exercise which may in turn produce costs above that budgeted for in 

these projections. It seems these increased costs are more structural and therefore long term 

rather than short term as companies seek to strengthen margins going forward.  

The Bank of England's traditional response to rising inflation is to increase interest rates. That 

means that our variable rate borrowings would increase as well as our operating cost base. The 

idea behind raising interest rates is that when borrowing is more expensive, people will have 

less money to spend. As a result, they will buy fewer things, and prices will stabilise in response 

but if inflation is caused by external forces, such as the global squeeze on energy prices, then 

this option might not be as effective. For these reasons, allied to the costs of the increased 

establishment and the annual increase in salaries through increments and annual uplift, 

together with the additional National Insurance charge, then the proposed rent increase has 

been calculated at 4.5%.  It should be noted that the cash surplus generated by this proposal 
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Ayrshire Housing Budget Report and Financial Forecast 2022/23 

results in a much lower figure than in previous years.  This results from keeping the proposed 

increase as low as possible whilst trying to accommodate all likely cost increases and does limit 

the amount of headroom we have in cash terms. 

Ayrshire Housing has in recent years built operational and financial resilience to ensure our 

position was strong and this undoubtedly assisted in our response to the pandemic in March 

2020 and our ability to work effectively during the disruption. The current and future 

uncertainty, and inflationary aspects, will put further pressure on the organisation, and it is 

within this context that this year’s budget has been prepared.  

There are also some specific risks that we need to keep in mind for the coming year: 

• Upcoming staff retirements and our ability to recruit talented replacements 

• Staff retention & satisfaction after the pandemic and changes in working arrangements 

• Maintenance cost uplift is only an estimate and could be higher than anticipated 

• Potential maintenance retender exercises which could add to higher than budgeted spend 

• Uncertainty over labour and supply side delivery 

• Increasing focus on governance and risk management 

• Continuing development programme 

• Cybersecurity including data privacy 

• Environmental and social issues generally 

In addition to the above the UK government’s welfare reforms continue to impact on 

households throughout Scotland and the UK. Full Universal Credit service is now fully 

implemented in all geographic areas that we operate in and this, coupled with the general 

pressures on household budgets, continues to affect the living standards of our tenants and 

presents significant business risks for organisations such as ours. We operate embedded risk-

based management practices to help us assess and mitigate these risks as far as we can, but 

we need to continue to build and maintain resilience to support and strengthen the 

organisation against future uncertainties. This is one of the fundamentals that underscore each 

year’s budget and longer-term forecasts and the benefits of this resilience, can be seen not 

only in financial terms but also in terms of the determination of our staff who have continued to 

provide excellent service and support throughout the difficult times of the past 2 years. 

Awareness of risk and the need for effective risk management have become increasingly 

significant concerns for housing associations and the regulator, initially prompted by the 2008 

financial crisis and now the impact of the global pandemic in the near term. Continued 

interventions by the regulator in Scotland has led to a far greater emphasis in being able to 

demonstrate and verify strong governance. The regulator will focus on the following risks over 

the coming period 

• Homelessness - they will consider our performance in responding to requests for 

assistance from local authorities to limit the time people spend in temporary 

accommodation. 

• Performance – they will look at how we deliver services for our tenants and meet the 

standards and outcomes from the Scottish Government’s Social Housing Charter.  
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Ayrshire Housing Budget Report and Financial Forecast 2022/23 

• Stock quality – they will look at how we ensure that our homes meet the Scottish Housing 

Quality Standard and the Energy Efficiency Standards. 

• Development – they will look at how we manage the delivery of any plans for building new 

homes. 

• Financial health of RSLs – they will look at how financially healthy we are and how well we 

manage our money with a focus on financial planning and compliance with their Regulatory 

Standard 3 i.e., we manage our resources to ensure our financial wellbeing, while 

maintaining rents at a level that tenants can afford to pay. 

• Good governance of RSLs – they will look at how well run we are. 

The Head of Finance participates in the Bank of England’s Decision Maker Panel. Given our 

attitude to risk and recognition of wider economic uncertainty we agreed to participate and 

have now responded to numerous panel surveys. The Bank uses the Decision Maker Panel 

survey of finance directors, from across industries and from around the UK, to gather 

information on the conditions facing businesses and how they are expected to evolve. The 

information is gathered by asking participants to answer a few questions each month about 

how business conditions are changing.  

The survey has immediate policy relevance for: 

• Assessing the likely implications of current and expected business conditions on corporate 

decision making (e.g., investment and hiring) and hence the broader economic outlook. 

• Assessing the sectors, regions, and firm types (e.g., small, young) most affected, where 

more immediate action to offer policy or institutional solutions may be required. 

The Bank feeds back results to the companies that participate with individual responses 

remaining confidential and the reports only available to their project team.  The reports have 

again helped inform the general context of the budget commentary this year. 

The annual budget setting exercise supports the further requirement to ensure that the 

assumptions used in the longer-term business plan are sensible and realistic and that the 

financial forecasts used in the budget are consistent with current predictions. Our development 

ambition (which is closely linked to the overall value of the business), the increasing cost base 

in maintenance and staff costs and the organic growth of the organisation means that our 

2022-23 rent increase is proposed at the level we consulted on – 4.5% (last year 1.5%).  This 

will hopefully allow us to maintain our excellent tenant services and to accommodate much 

needed additional housing stock to address the demand which results in over 3,000 

households looking for housing with us.  

Previous changes brought about by welfare reform impacted the household income of some of 

our tenants and undoubtedly leads to a loss of income to the organisation whether through 

increased arrears or higher void loss. Our tenancy agreement requires tenants to pay their rent 

in advance, on time and in full but with the changes to all benefits, individuals and the 

organisation are exposed to greater financial risk. We must continue to adapt to cope with the 

various implications of changes and be financially strong to withstand any negative impacts 

and to support tenants where necessary in maintaining their tenancies with us. 

All existing benefit payments including HB have now been replaced by a single Universal Credit 

and even though we can receive the rent element direct, if the tenant agrees, it is likely that 

delays or inefficiencies in the claims process will see us suffer a potential interruption to our 

cash flow and consequently experience greater upward pressure on our rent arrears, housing 

management support activity and potential legal costs. The welfare reforms will not simply 
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affect levels of HB but could potentially significantly reduce the overall levels of household 

income either to in work or out of work households.  The scale of these reforms’ points to 

significant financial risks to us: 

• rent loss through increased arrears and bad debts 

• additional terminations of tenancies and evictions 

• additional legal costs 

• slower cash collection and increase in current tenant arrears 

• reduction in cash flow  

• potential constraints in future income growth 

• additional staff time on individual cases 

The actual extent of the direct financial impact on us are driven by several variables’ dependent 

on individual circumstances.  Our Housing Management colleagues continue to work hard to 

identify cases where we predict there will be significant change to household income to assist 

where possible as early as they can. 

In the wider economy, growth has slowed due to the pandemic which followed a prolonged 

period of uncertainty over Brexit. These uncertainties have led to a greater than usual short-

term volatility especially since we are only now emerging from a further period of restrictions 

following the discovery of the new Omicron variant of the virus. General price inflation is 

expected to remain well above the MPC’s 2% target in the near term - CPI in December 2021 

was 5.4% (December 2020 was 0.6%).  The November 2021 Bank of England inflation forecast 

predicted inflation of around 5% during the winter months and its recent February 2022 report 

now predicts inflation rising perhaps to over 7% by Spring as the effect of higher food, energy, 

and service costs impact. In relation to access to jobs and the labour market, in South Ayrshire 

unemployment at the end of September 2021 was slightly higher at 4.6% than the Scottish 

average of 4.3% and the prospects for significant new employment opportunities in the local 

area would seem limited. In South Ayrshire (SA) most businesses (87.7%) employ 9 people or 

less and are classified as micro businesses.1 There are less full-time jobs in SA proportionately 

than the UK – 63% in SA against 67% in the UK, with a greater number of part time jobs 34% 

against 32% in the UK.  Of the 44,000 jobs in SA - 27% work in health, social work, and 

administration; 18% work in retail; 9% work in hotel and catering; 8% in education; 20% in both 

construction and transportation and 5% in professional, scientific, and technical roles.  The 

remainder are spread throughout IT, financial services, arts, and entertainment. 

Scotland has suffered over time from falling employment levels, skills gaps, and a contracting 

working age population, resulting in expected longer-term economic slowdown. Post Brexit 

uncertainty, the pandemic and its possible long-term impact and another potential 

independence referendum in Scotland is expected to continue to encourage businesses to 

delay and postpone projects affecting recruitment decisions and increased employment levels. 

Business investment has been lower than the wider recovery and is expected to remain 

subdued in early 2022. Business investment has recovered more slowly through the pandemic 

 

1 Nomis (National Online Manpower Information System) – Labour Market Profile for South Ayrshire 
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compared to other expenditure components and previous expectations. It fell by 2.5% in Q3 

last year, leaving it nearly 12% below its pre-pandemic level. This decline mainly reflected 

weaker transport investment, particularly in the air industry. Survey indicators suggest business 

investment has remained weak due to supply disruptions and Covid-related uncertainty. Since 

November, businesses have reported lower investment in the Decision Maker Panel (DMP) 

Survey referred to above, although expectations picked up in January. It seems that investment 

is being constrained by shortages of materials, components, and machinery, increases in the 

cost of materials, and shortages of specific types of skilled labour. As a result, investment is 

expected to remain weak in the first quarter of 2022. Beyond this, investment growth is 

expected to pick up, as Covid uncertainty wanes and the capital allowance super-deduction 

introduced in March 2021 to assist recovery provides support to business. 

Thus, access to employment, welfare reforms and continued pressure on general household 

incomes continue to raise issues for us regarding: 

• staffing levels and the narrowing focus of their activities towards rent recovery 

• internal processes and procedures, including governance issues 

• IT systems – continued remote access and remote working for staff 

• skills issues of staff involved in offering advice and assistance 

• government ability to deliver efficient IT systems to cope 

• long lead times in processing Universal Credit applications 

 

Business Plan and Performance Targets 

One key business objective is to support our tenants stay in their current home for as long as 

they wish.  Welfare reforms and economic factors can run counter to that objective and will 

undermine the ability of some tenants to sustain their tenancy and in turn could undermine our 

Business Plan.  It may be difficult for us to maintain current performance levels rather than 

striving to improve them.  Our business is bound to change over the coming years as increasing 

numbers of our tenants will experience some form of financial difficulty because of the reforms 

and potential negative impacts from the pandemic and perhaps long-term inflationary 

pressures.  Our newly altered management structure will be crucial in influencing how we 

address these issues. 

Under Universal Credit (UC) we may still be required to collect cash directly from some tenants 

with the attendant risk of arrears increasing perhaps simply through tenants’ inability to budget 

effectively. To combat these risks Ayrshire Housing has previously: 

• recruited two specialist money advice workers 

• revised the establishment upwards in housing management staff to respond to the 

additional workload  

• introduced an additional Senior Housing officer post  

• revised roles and responsibilities within the teams 

• introduced more methods of making payments 
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• focussed on training staff in welfare and benefit issues 

• collected household information to try to intervene positively at an early stage 

• increased our frequency and style of communications with tenants 

• provide digital training sessions for tenants  

• improved signposting/information flows 

• created a new Hub for tenants and applicants to directly access support and advice 

In addition to the above our website was redesigned to be far more tenant focussed and we 

now offer our tenants the opportunity to manage their account remotely through our web-based 

portal – My Home.  Take up of this service has been high and continues to be very popular and 

we hope more tenants will utilise this service for rent enquiries, ordering repairs and so on 

which should allow existing staff time to be redirected to tenants with the greatest need of 

support and assistance. We are also introducing Near Me to the organisation which is a video 

consulting service that enables people to attend appointments ‘virtually’ from home or 

wherever is convenient. The service is already widely used across NHS Scotland for health and 

care appointments. Tenants need a device for making video calls like a smartphone and an 

internet connection. Near Me is a secure form of video consulting approved for use by the 

Scottish Government and NHS Scotland. 

Despite the concerns highlighted earlier this budget reflects our ambition to continue delivering 

excellent service in our core activities of housing management and maintenance and allow us 

to continue to develop in line with the opportunities available to us. Whilst this development 

activity will hopefully see an increase in the next 2 to 3 years to address demand, the problem 

of site availability persists in South Ayrshire and particularly in the high demand towns of Ayr, 

Prestwick, and Troon. There are also some opportunities in rural areas, and these will be 

pursued whenever possible.   

As Trustees, you must ensure that the financial strength of the organisation is maintained going 

forward and a component of that objective is the value of the business in its entirety.  The 

annual rent increase is a significant factor in this as our business plan (and overall value) is 

predicated on annual inflation matching (at least) rent rises. This is driven, like all companies, 

by rising input costs in line with inflation and growing customer demand. Company value is 

crucially important for our dealings with lenders not only for negotiating fresh sources of 

finance for development activity but also for maintaining the covenants embedded into each 

loan agreement. It is also important to ensure there are adequate funds available to meet our 

obligations to our tenants in all aspects of our activities and to offer resilience to unexpected 

events by holding sufficient, cash backed, reserves. 

The value of our business is calculated using various factors and assumptions by independent 

valuers appointed by us and our lenders.  The valuations of individual properties are used in 

aggregate for Annual Accounts purposes and loan security purposes for borrowings.  It would 

therefore be preferable that we look to increase our rents by RPI plus a real increase of 1% to 

preserve this value and cover the gap in grant funding.  This was the assumption made in the 

original Large Scale Voluntary Transfer (LSVT) valuation of South Ayrshire Homes and the 

assumption used by the independent valuers for all stock. However, given very uncertain 

economic conditions and the potential impact of higher inflation for longer we have proposed 

that this year’s rent increase is 4.5% (last year’s increase was 1.5%). We consulted our tenants 
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on the proposed increase on this basis and most respondents agreed (62% of respondents) 

that 4.5% was acceptable.  This is understandably a lower level of positive support that we had 

last year when 72% of respondents supported the proposed increase. We believe we have 

constructed a well thought out budget that incorporates that increase to rents and largely 

accommodates all the additional payroll and increased costs of supplies and services. Our view 

is influenced by the fact that general inflation seems likely to continue to increase in the 

coming year and potential specific increases in labour, material and component prices for 

reactive and planned repairs will remain.  It is therefore prudent to allow for higher costs and 

take account of the planned development activity which of itself requires a degree of self-

financing via rents due to lower government grant rates.     

Key influences on the budget proposals include: 

 The annual staff salary, including an estimated increase of 4.0% and pension contribution 

including the SHAPS past service deficit and the Strathclyde pension fund contributions 

which increased last year. The latter now including an element of past service deficit 

contribution as well. 

 Provision for an increase in the maintenance staff establishment of 1.0 FTE for a new Head 

of Service 

 Revenue repairs budgets increased by 10% taking cognisance of the significant rise in 

inflation already impacting prices allied to higher demand, unit numbers, age of stock and 

tenants’ priorities and with improvements works fully funded via a specific budget 

 Void loss budget held at current budget level  

 Bad debt write-off budget maintained at current level. 

 Rent arrears in anticipation of post-Covid impact 

 Development opportunities ‘cross subsidised’ by existing tenants to an extent. 

 Cash flow risk due to welfare reforms. 

 Maintain sufficient reserves to cover general business risks 

 

As stated, it is proposed to increase our rents for the coming year by 4.5% (last year 1.5%) 

which is below of the figure of 8.5%, which would have been calculated using the ‘traditional’ 

method of December RPI, plus 1%. The proposed figure reflects a desire to minimise rent 

increases for our tenants whilst ensuring sufficient resources are available to maintain the level 

of service expected by them reflected in the 2019 tenant satisfaction survey but also to 

cushion the organisation from the many risks inherent in our sector and the wider economy. 

The figures disclosed herein align with our short-, medium- and long-term forecasts.  

 

2. Economic background  

The Bank of England (the Bank) reported2 growth somewhat restrained by disruption in supply 

chains leading to bottlenecks in certain sectors. Thus, the economic outlook will continue to 

 

2 BoE Monetary Policy Reports November 2021 and February 2022 

25



Ayrshire Housing Budget Report and Financial Forecast 2022/23 

depend significantly on the post pandemic period and how households, businesses and 

financial markets respond. 

As mentioned above, growth is restrained by disruption in supply chains. Alongside the rapid 

pace at which global demand for goods has risen, this has led to supply bottlenecks in certain 

sectors. There have also been some signs of weaker UK consumption demand. While 

bottlenecks will continue to restrain growth somewhat in the near term, global and UK GDP are 

nonetheless expected to recover further from the effects of Covid-19 (Covid). UK GDP is 

projected to get back to its 2019 Q4 level in 2022 Q1. 

Based on the increasing path for Bank Rate, UK GDP growth is expected to be relatively 

subdued. The pace of growth is predicted to slow as potential supply growth eases back 

towards pre-Covid rates, and as higher energy prices and the fading of monetary and fiscal 

policy support temper demand growth. At the Autumn Budget and Spending Review 2021, the 

Government announced a higher path for government consumption, particularly over the next 

couple of years. By the end of the forecast period, a margin of spare capacity is expected to 

emerge which may lead to a reduction in inflation in the longer term. 

According to a recent Labour Force Survey the unemployment rate fell to 4.5% in the three 

months to August, while HMRC’s payroll data have continued to rise strongly. Just over a million 

jobs are likely to have been furloughed immediately before the Coronavirus Job Retention 

Scheme closed at end-September, significantly more than expected. Nonetheless, there have 

continued to be few signs of increases in redundancies and the number of vacancies has 

increased further, as have indicators of recruitment difficulties. Taken together, while there is 

considerable uncertainty, initial indicators suggest that unemployment will have risen slightly in 

2021 Q4. BoE’s estimate of underlying pay growth has remained above pre-pandemic rates, 

In recent months annualised CPI inflation fell slightly from 3.2% in August and to 3.1% in 

September. However, it has risen to 5.4% in December, accounted for predominantly by the 

impact on utility bills of the strength in wholesale gas prices. CPI inflation is expected to rise to 

around 7% by April 2022 and perhaps increase further before falling back, accounted for by 

further increases in core goods and food price inflation. This projected peak is around 2 

percentage points higher than expected in the November Report. The projected overshoot of 

inflation compared to the 2% target mainly reflects global energy and tradable goods prices 

(i.e., goods traded internationally). The further rise in energy futures prices meant that Ofgem’s 

utility price caps are expected to be substantially higher at the reset in April 2022. Core goods 

CPI inflation is also expected to rise further, due to the impact of global bottlenecks on tradable 

goods. 

This upward pressure on CPI inflation is expected to dissipate over time, as supply disruption 

eases, global demand rebalances, and energy prices stop rising. As a result, CPI inflation is 

projected to fall back by the end of the year. Based on the increasing path for Bank Rate and 

the MPC’s current forecasting for future energy prices, CPI inflation is projected to be above the 

2% target in two years’ time.  

The MPC’s remit is clear that the inflation target always applies, reflecting the importance of 

price stability in the UK monetary policy framework. The framework also recognises that there 

will be occasions when inflation will depart from the target because of shocks and 

disturbances. In the recent unprecedented circumstances, the economy has been subject to 

very large shocks. Given the lag between changes in monetary policy and their effects on 

inflation, the MPC, in judging the appropriate policy stance, always focuses on the medium-term 

26



Ayrshire Housing Budget Report and Financial Forecast 2022/23 

prospects for inflation, including medium-term inflation expectations, rather than factors that 

are likely to be transient. 

At its recent meetings, the MPC has judged that some modest tightening of monetary policy 

over the forthcoming period was likely to be necessary to meet the 2% inflation target 

sustainably in the medium term. The latest developments, set alongside updated projections, 

reinforced their view. Near-term uncertainties remain, especially around the outlook for the 

labour market, and the extent to which domestic cost and price pressures persist into the 

medium term.  

The MPC judged that, provided the new data particularly on the labour market, were broadly in 

line with their projections in the November Monetary Policy Report, it may be necessary over 

coming months to increase Bank Rate to return CPI inflation sustainably to the 2% target. In 

February 2022 they voted to increase base rate to 0.5% and it is now predicted that the rate 

may increase to around 1.5% by mid-2023. 

There is, however, a high level of uncertainty around the outlook, including for energy prices. 

While the risks around energy prices are judged to have a possible negative impact, those 

related to wage growth are judged to be skewed to the positive but on the other hand there are 

increased vacancies in the economy, with recruitment difficulties and rising wage growth in the 

labour market, and unemployment has continued to fall, although it remains above its pre-

Covid rate. 

Shortages of labour might also have impacted on activity in the UK. Although the 

unemployment rate remains somewhat above its pre-pandemic level, it has continued to fall in 

recent months, to a greater extent than was expected. Moreover, recruitment difficulties are 

elevated in many sectors and the number of advertised job vacancies rose to well over one 

million (1,247,000) in the three months to December 2021. The BoE estimates that annual 

growth in underlying pay has picked up to a little over 4%, with surveys suggesting that labour 

market frictions such as skill shortages are adding to pay pressures.  

There is therefore a high degree of uncertainty about the near-term outlook for the labour 

market, especially given that the Government’s furlough scheme closed at the end of 

September. However, initial concerns that unemployment would rise in Q4 seemed unfounded 

as the number of employees on business payrolls increased slightly with higher vacancy levels 

being experienced well. 

The outlook for the economy continues to be affected by the evolution of the pandemic. It will 

also depend on how governments, households, businesses, and financial markets respond to 

those developments. The MPC’s projections assume that significant, widespread restrictions on 

UK and global economic activity are not reimposed, and that the effect of Covid on activity 

continues to wane over the next few months. 

In terms of inflationary factors, oil and wholesale gas prices rose sharply in 2021. Oil prices 

were around 80% above their 2020 Q4 level, and UK wholesale gas prices were about 400% 

higher. Higher gas prices have also led to a sharp pickup in wholesale electricity prices, which 

rose by around 300%. The recent rises in energy prices reflect strong global demand, as well as 

disruptions to supply in some cases. In its projections, the MPC’s assumption is that oil, gas, 

and electricity prices are based on their respective future estimates for the first six months of 

2022, and beyond that remain flat. These profiles for wholesale energy prices feed into BoE 

forecasts for retail gas and electricity prices, based on the current method used by the UK’s 

energy regulator, Ofgem, to set tariff caps. Those caps are updated twice a year at present, so 
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changes in wholesale energy prices can take some time to be reflected in retail prices. The path 

for wholesale energy prices is very uncertain and can change substantially over short periods of 

time.  

 

Interest rates 

Interest rates recently were 0.25%, following the Bank of England’s increase in base rate in 

December 2021 to respond to growing inflation. Another increase was agreed on 3 February 

2022 with the rate increased to 0.5% and it is widely expected to reach 1% by the end of 2022, 

and thereafter to increase to around 1.5% by mid-2023. 

The Bank of England’s Monetary Policy Committee (MPC) sets monetary policy with the aim to 

meet the 2% inflation target, and in a way that helps to sustain growth and employment.  

Inflation - CPI inflation was 5.4% in December 2021 (0.6% in December 2020)  

According to the Bank of England’s Monetary Policy Report, published in December 2021, 

inflation is expected to remain well above the 2% target for the first few months of 2022 before 

falling in the latter stage of 2022 but remaining above the 2% target. 

In summary - 

The annual budget is the control mechanism which the Board can ensure that our short-term 

plans are deliverable and that the overall value of the company is protected. Through the 

budget setting process, the Board can lead and direct the organisation to achieve good 

outcomes for our tenants and other service users. The budget is presented in financial terms, 

reflecting the general economic conditions described above, but does not explain how the 

targets are to be achieved.  This detail is highlighted in the Corporate Plan, the delivery plan 

and the departmental workplans that flow from it.  The latter currently forms the basis of our 

quarterly Digest reporting and related discussions at Board meetings. The annual budget 

setting process assures the Board that we are financially viable and the budget links to our key 

strategies. 

As far as practicable the following sections provide commentary on the key features within each 

section.  Hopefully, you will find these comments helpful in understanding how the figures have 

been compiled and will inform future Board meetings where financial performance will be 

reviewed. 

The proposed budget for the year to 31 March 2023 is set out in the following pages, amongst 

which you will find the key points listed below: 

 Rents increased by 4.5% (last year 1.5%). This level of increase hopefully provides 

sufficient resource to continue to provide the levels of service expected of the organisation 

whilst maintaining our key financial performance indicators and allowing some flexibility 

perhaps to cover unpredicted repair expenditure.  

 Comparative rent increases for some locally based landlords are: 

o Shire HA    consulting on 4.0% or 5.0% 

o Irvine HA   consulting on 3.5% or 4.0% 

o ANCHO    proposing 3.1% 
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o Atrium HA    proposing 4.7%   

o SAC    1.5% for next 2 years  

o NAC    consulting on 2.5% or 2.75% 

o EAC    consulting on 1.5% or 2.5% 

 Maintenance budgets set at a level that includes the financial provision for improvements 

to stock and include 10% for the uplift in costs following a significant increase to material, 

parts, and labour costs. The Technical Services Manager will continue to further develop 

the method of budgetary scrutiny to ensure control over expenditure, which in the budget 

year, will be £3.1M including improvement works (on average, almost £2,000 per 

property). This equates to 39% (last year 37%) of next year’s total budgeted income.  We 

also have a review planned of the scale, scope and cost of our plan for improvement works 

based on stock condition which will update the investment profile for replacement and 

improvement work included in our 30-year plan.   

 Enough resources to provide a continued high-quality reactive repairs service to all our 

tenants. The Tenant Satisfaction Survey carried out in 2019 and tenant focus group 

meetings indicated that of tenants’ desired priorities for Ayrshire Housing Repairs, 

Maintenance and Improvements remain their top priority alongside housing quality, 

maintaining good neighbourhoods, being kept informed and their landlord listening to them 

and acting on their requests.  

 Provision made for the proposed EVH pay rates which will be implemented from April 2022 

onwards, using an estimated increase of 4.0%. 

 Budgeted surplus for the year only £53k (last year £222k) in cash terms. The reduction can 

be attributed mainly to the additional budget allocated from the proposed rent increase for 

the considerable uplift in maintenance costs already being experienced along with salary 

increases due to increments, the pay award, higher National Insurance costs and to 

accommodate the additional senior post in the maintenance function.    

 Budgeted surplus for the year £1,710k (last year £1,832k) - not including cash payments 

for major repairs - based on accepted accounting conventions. The outturn surplus for 

2021/22 is predicted to be £2,231k again excluding major repairs (which are capitalised) 

and loan repayments. 

 Interest payments on borrowings totalling £1.3M for the year (£1.1M outturn 2021/22). 

 A continuing and ambitious development programme reflecting our desire to remain 

involved in providing new housing to satisfy the significant demand from applicants. 

 Maintaining arrears and bad debts levels. 

The figures demonstrate that we will produce a surplus over expenditure if key assumptions 

occur.   

The graph below shows the overall income and expenditure of Ayrshire Housing for the last 9 

years plus the proposed budgeted figures. It shows that our operating costs in total have been 

well managed and have not increased in line with turnover growth.  Financing costs are a 

function of absolute amounts borrowed and the mix of fixed and variable rate products applied, 

and interest rate fluctuations experienced. 

29



Ayrshire Housing Budget Report and Financial Forecast 2022/23 

 

This year’s projected surplus is derived after taking a prudent view on interest rates. The 

current expectation (February 2022) is that interest rates will gradually increase during the 

budget year assuming that no further unexpected events arise. The MPC put in place a package 

of measures that helped keep firms in business and people in jobs and helped minimise the 

longer-term damage to the economy post Covid, confirming previous statements that they 

would take whatever action was necessary. Our loan portfolio contains 74% of borrowing on 

fixed rates and the remainder ‘float’ on variable rates.  We put in place arrangements to fix a 

larger proportion of our debt on forward starting fixed rates which started back in March 2013.  

The rationale for doing this was to alter the balance of our portfolio to ensure that our long-term 

finance charges were largely known and that they would be below the long-term rates used in 

our financial projections.  By using a forward start date, we were initially able to benefit from 

lower rates which have allowed us to build up cash reserves which has served us well in 

establishing financial resilience. As stated, we have 74% of our loans on a fixed rate and our 

weighted average cost of capital (WACC) will be lower than that used in our long-term planning 

even if gradual rate increases do materialise. 

 

3. Budget Assumptions 

In compiling the budget for the year certain assumptions have been made to derive the income 

and expenditure figures. 

 Interest rates – The UK’s Monetary Policy Committee (MPC) voted to decrease interest 

rates to 0.1% in March 2020 in response the probable economic impact of the pandemic. 

This rate was maintained until December 2021 when it was increased to 0.25% and then 

to 0.5% in February 2022 in response to increased inflation. You will see in the graph below 

that some time ago we moved to lower than the historic and formulaic rent increase basis 

of December RPI plus 1% to reflect the continuing financial difficulties households were 

facing. The proposed and accepted increases in previous years have been linked to 

business needs taking account of affordability concerns raised by previous Boards. It may 

be of interest to know that if we had applied RPI + 1% increases throughout this period our 
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rents would be almost 8% higher than their current level or, almost £17 higher per week on 

average.  

 

 

 

The graph below shows that we have consistently applied rent increases below that which the 

‘formula’ would have produced.  Of late, this has been in response to the emerging impact on 

household incomes of the welfare reforms and economic conditions generally. It is only in 

recent years that the regulator has been overly focussed on this issue and it is again to the 

credit of our Boards that we adopted this approach some years ago. We do have to ensure that 

our rents reflect the true cost of providing the product, in our case a home, and must therefore 

‘flex’ in times of rising inflation. 
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 Development Programme – we currently have a healthy development programme which will 

add 157 homes to our stock with the site at Northeast Troon (52) having started in 

February 2021 with the first completions expected shortly, early work has started at Carrick 

Street, Ayr (31); to be followed by Kirkmichael (12); Gardenrose, Maybole (22) and South 

Harbour Street, Ayr (40).  

We are also party to Section 75 agreements for a further 47 units in Ayr and Fisherton, but 

these depend on initial activity by the house builders concerned. 
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Given restricted resources it will be essential for us to critically appraise potential projects 

and prioritise our programme towards areas of highest demand and minimum financial 

risk.  The financial projections attached to this report include the additional units 

mentioned and demonstrates that they can be accommodated within our plans. 

 Ayrshire Homestake – this wholly owned subsidiary company was formed to deal with the 

administration of the government’s Homestake initiative now called New Supply Shared 

Equity (NSSE).  Given the current state of the housing market it is likely that there will be no 

activity in this company for the year ahead unless we can create an innovative model to 

support our affordable housing building activity. 

 Management expenses – we have budgeted for 28.3 full time equivalent (FTE) posts on our 

establishment with a headcount of 33 staff.   

 Salaries - the pay award for next year has been estimated at 4.0% and is included in the 

projections.  

 Covenants – we have various loan covenants, which must be adhered to, embedded in the 

individual loan agreements with our lenders.  The budgeted figures mean that we can meet 

all the obligations we have.  

As mentioned in the Executive Report the proposed budget aims to achieves the balance 

between being able to maintain and hopefully enhance our levels of service whilst maintaining 

the value of the company. The figures presented here allow us to continue to operate at the 

desired level based on a reasonable increase to rental levels after reflecting on known or 

potential increase in costs.  We have also controlled our management costs in real terms, and 

we believe this budget achieves this. 

Key Assumptions: 

The assumptions that have been made are: 

Rents – increased by 4.5% (last year 1.5%) 

Salaries – increased by an estimated 4.0% (last year’s actual was 0.8%) 

Establishment – all current posts provided for along with an additional post in maintenance 

and an element for parental leave and/or long-term sick cover to accommodate temporary staff 

should the need arise.  

Inflation at December 2021: RPI measure – 7.5% (last year 1.2%); CPI measure – 5.4% (last 

year 0.6%) 

Interest rates – average weighted cost of capital no greater than 4.00% for the year 

Employer’s pension rate – 34.9% including SHAPS and Strathclyde Pension Fund past service 

deficit contributions. Past service deficit requirements will hopefully end in 2 years’ time 

(without them the percentage would be 22.6%) 

Employer’s NIC rate – 11.75% including the new levy of 1.25% introduced by the UK 

government in response to the pandemic and from April 2023 the increase will be legislated 

separately as a ‘health and social care levy’ and NIC rates will return to 2021/22 levels, but the 

new levy will continue.  

Gross Rent arrears – estimated increase to 8.0% (1.4% at December 2021) 
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Bad debts and void loss – 1.25% combined (last year’s budget 1.25% combined) 

 

4. Financial Health - Risk Management and Financial Viability 

We are in the fortunate position of having built up cash reserves through prudent financial 

management by the current and previous Boards.  Not least, decisions not to immediately fix 

interest rates on new borrowings have borne fruit with increases in our cash reserves through 

savings in interest paid.  Often though, a reader of our accounts may wonder why we have cash 

unutilised other than being invested in our housing.  The answer is really three-fold.  

Firstly, we need a degree of cash reserves to provide adequate working capital in turbulent or 

difficult times such as those envisaged for some time with the full implementation of Universal 

Credit (UC) together with unforeseen additional expenditures such as the introduction of SHQS, 

EESSH and the forthcoming EESSH II and obviously to react to unknown factors such as the 

global pandemic. 

Secondly, to allow the organisation to meet housing need in terms of new provision now that 

opportunities exist for a development programme of reasonable substance.  Current and past 

Boards are to be commended for the difficult but prudent stance they have taken in their view 

of both organisational risk and specific development risk and the decision to be very selective 

about any potential development. Ayrshire Housing is therefore financially viable and strong 

and will remain that way if we continue to manage the business in a similar manner. 

Thirdly, we account for the interest and capital repayment of the current Allia bonds in our rent 

roll so therefore our cash balances increase since these bonds are repaid by a single (‘bullet’) 

repayment at the end of the term. 

 

General risks for the coming year 

Environmental, social and governance (ESG) 

ESG is perhaps the most significant risk facing organisations in 2022. This is partly because 

ESG is multi-faceted and complex, covering a wide range of risks from carbon 

footprints to employee diversity and modern-day slavery. This is a rapidly evolving area, where 

risks change quickly and everything relating to environmental performance, social injustice and 

governance are high-profile and with any transgressions possibly being made public. 

Cybersecurity 

Cyberattacks and threats are among the top risks identified for businesses to manage. 

A more digital world sees digital threats evolving at an unprecedented pace. Robust governance 

must be central to any digital transformation project to reap the benefits and avoid the pitfalls. 

Mitigating these risks means tackling them methodically, systematically, devising a centralised, 

collaborative approach to manage threats and minimise any vulnerabilities. Whether we are 

navigating the creation of our hybrid workplace or introducing new tenant or applicant 

technologies, cybersecurity will be critical. We have been training our staff weekly to raise 

awareness of this key risk area. 
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Data Privacy 

As with the other key risks, a disciplined approach to tackling data privacy threats is essential. 

The range of laws to be complied with, and the growth in rigour around data protection, make 

this an area where we need to maintain focus. Data compliance needs to be consistent, 

meticulous, and integrated and is an area where we need to consider how best to resource it 

amongst a small staff team. 

Rapidly Changing Regulatory Environment 

Regulatory and legislative changes continue to be a significant risk, with the speed of change in 

regulation bringing various issues for us to respond to. 

The aftermath of COP26 is likely to see new regulations relating to carbon footprints and net-

zero commitments. Cyber threats and data privacy concerns, as above, are increasing, and new 

regulations here are also possible. Keeping pace with regulatory obligations and implementing 

strategies to deliver the data and reporting requires appropriate resources and we need to stay 

ahead of complex, evolving topics and the regulations that govern them.  

Economic and Political Instability 

Economic volatility because of the pandemic’s ongoing fallout or political instability pose 

significant threats in 2022 and may feel out of our hands but there is much we can do to 

mitigate the risks they pose. Building a robust organisation with the capacity to withstand 

economic shocks has, and will, stand us in good stead in an unstable world. Our agility was 

tested by the pandemic and our response was excellent and supported by the strong human 

resource, organisational and financial position we have strived for over recent years. 

Coping with risks 

In terms of cash reserves, it is possible to demonstrate how much of our cash reserves should 

be available to accommodate the many and various risks associated with a business such as 

ours.  Recently risks have become apparent which have not previously been on the horizon of 

housing organisations. Of continued concern is the impact of welfare reforms on our tenants 

and lower than ideal subsidy levels for affordable housing but there are many other risks which 

we have identified, and these can be found in Annex 2 to this report. If these possible events 

have financial impacts and probabilities allocated to them, it is possible to calculate that we 

should have some £2.8M (last year £2.6M) of free reserves to fully cope with the financial 

risks.  It is possible to graph these and illustrate the distribution of risks in terms of their 

probability. 
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Risk and Resilience –  

The social housing sector in Scotland confronts a wide array of risks both internal and external.  

The risks identified are hopefully mitigated by Board and management action but there is 

reassurance that if certain events do occur as predicted, or even not predicted, then the 

organisation is sufficiently resilient to cope. We can demonstrate that we have the capacity to 

withstand shocks and maintain both purpose and function. 

Thus, the Board can be reassured that Ayrshire Housing remains financially viable and is 

resilient to unforeseen risk. The information provided in the budget report hopefully affords the 

Board reassurance on the following key reporting outcomes: 

 Good understanding of the demands on cash flows and how these link to the business 

plan. 

 Debt and covenant position – Board reassured that our covenants are within thresholds. 

 Good understanding of the investment requirements needed to sustain services and 

maintain assets over their lifetime and what any funding requirements are. 

 Good understanding of how to react to unforeseen circumstances and what levels of 

working capital are available to deal with negative situations. 

 Clear insight through performance indicators into how the business is performing. 
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5. Projected Balance Sheets 

AYRSHIRE HOUSING

PROJECTED BALANCE SHEET AS AT 31 MARCH 2022 and 31 MARCH 2023

31 March 2022 31 March 2023

£'000 £'000 £'000 £'000

TANGIBLE FIXED ASSETS

Housing, land and Buildings

At Valuation 71,481 78,700

71,481 78,700

Non housing assets 2,114 2,104

73,596 80,804

CURRENT ASSETS

Rental debtors 124 647

Other debtors and  prepayments 97 148

Money market deposits 13,590 7,578

Cash at Bank 23 25

Cash in Hand 1                                      1                            

13,835 8,399

CURRENT LIABILITIES

Rents pre-paid (332) (196)

Retentions (259) (456)

Loans due within 1 year (1,251) (1,252)

Other current liabilities (1,192) (385)

(3,034) (2,289)

NET CURRENT ASSETS/(LIABILITIES) 10,801 6,110

TOTAL ASSETS LESS CURRENT LIABILITIES 84,396 86,913

CREDITORS over one year

Long term loan finance (30,699) (29,367)

Deferred Income (2,704) (5,067)

Other Loans (240) (123)

Pension Liability Strahclyde (1,011) (858)

Pension Liability SHAPS (359) (405)

49,383 51,093

CAPITAL AND RESERVES

Share Capital -                            -                                    

Revenue Reserve 27,628                       29,338                            

Designated Reserves -                            -                                    

Revaluation Reserve 21,755                       21,755                            

49,383 51,093
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6. Income and Expenditure  

AYRSHIRE  HOUSING

INCOME AND EXPENDITURE  -  CASH BASIS

Draf t  Budget  for Year ending 31 March 2023

Proposed Est imated

Budget Outtu rn Budget

2022/23 2021/22 2021/22

INCOME

Rent Receivable 8,081,960                7,721,542 7,708,869

Less : Voids and Bad Debts 101,025 94,201 96,361

NET RENTAL INCOME 7,980,936 7,627,341 7,612,508

Income from Garage lets 15,243 14,586 14,586

RTB/Other Sales - Surplus 0 19,436 0

Recoveries from Owners 24,000 18,729 24,000

Interest Receivable 20,000 3,161 20,000

TOTAL INCOME 8,040,178 7,683,255 7,671,095

EXPENDITURE

Reactive Repairs 857,025 712,064 779,114

Gas, Electrical Maintenance Checks & EPC's 194,925 211,475 177,205

Landscape Maintenance 182,521 146,577 165,928

Cyclical Repairs 166,650 59,368 151,500

Major Repairs 1,155,168 954,287 1,118,431

Void Property Repairs 350,609 268,833 318,736

Service Costs 160,551 209,440 145,955

TOTAL STOCK  EXPENDITURE 3,067,449 2,562,043 2,856,868

Management Costs (gross) 2,211,920 2,000,630 2,074,836

Insurance Costs - Housing Stock 77,000 68,279 70,000

Development 1,000 1,500 1,000

Loan Charges - Interest 1,297,855 1,054,926 1,216,263

Loan Repayments - Capital 1,332,114 1,200,440 1,229,862

TOTAL OTHER EXPENDITURE 4,919,889 4,325,774 4,591,961

TOTAL EXPENDITURE 7,987,338 6,887,817 7,448,829

ANNUAL CASHFLOW 52,841 795,438 222,266
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AYRSHIRE  HOUSING

PROJECTED INCOME AND EXPENDITURE FOR THE YEAR TO 31 MARCH 2023

(Accruals Basis)

2021/22 Budget

Budget Outtu rn Un it  Cos t

£ £ £

INCOME

Rent receivable 8,081,960 7,721,542

Voids and Bad Debts 101,025 94,201

7,980,936 7,627,341

Garage income 15,243 14,586

Owners recoveries 24,000 18,729

8,020,178 7,660,657

OPERATING COSTS

Management 2,098,920 1,869,040 £1,278 26%

Insurance Costs - Housing Stock 77,000 68,279 £47 1%

Service Costs 160,551 209,440 £98 2%

Routine Maintenance 1,051,950 923,539 £641 13%

Planned Maintenance - capitalised see below - -

Cyclical Maintenance 166,650 59,368 £101 2%

Open space maintenance 182,521 146,577 £111 2%

Void Repairs 350,609 268,833 £214 4%

Depreciation - Housing and other assets 944,000 852,000 £575 12%

5,032,201 4,397,075 63%

OPERATING SURPLUS 2,987,978 3,263,582 37%

Gain on Sale of properties 0 19,436

2,987,978 3,283,019

Interest Payable (1,297,855) (1,054,926)

Interest Receivable 20,000                                 3,161

(1,277,855) (1,051,764)

Overal l  Su rplus 1,710,123                  2,231,255

Retained in  Reserves 1,710,123                  2,231,255            

Reconc i l iat ion  to I&E  (Cash Flow)

Surplus reported above 1,710,123                           2,231,255                   

Add: Depreciation 944,000                              852,000                      

Add: Development Allowances -                                        -                                

2,654,123                           3,083,255                   

Less:

Development Costs written off 1,000                                   1,500                           

Development Costs capitalised 93,000                                 91,590                         

Planned Maintenance - capitalised see below 1,155,168 954,287                      

Equipment purchases capitalised 20,000                                 40,000                         

Loan repayments 1,332,114                           1,200,440                   

Projec ted Increase in  Cash 52,841                       795,438               
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7. Cash Flow 

Ay rshi re  Housi ng

Cash fl ow forecast fo r  the  y ear  to  31 March 2023

Apr May June Jul y Aug Sept Oct Nov Dec Jan Feb Mar Total

Opening balance 13,613,578 13,505,801 13,280,056 13,014,997 12,944,471 12,447,199    11,939,868 11,596,512 11,191,483 10,664,374 9,952,620   8,828,602   13,613,578 

Operati ng acti v i ti es:

Rent and service charges 955,994          652,530           637,165          645,558           631,791          666,456              646,503          633,248           636,605          624,297          617,418          633,372          7,980,936        

Other operating income 3,532              2,355               1,962              2,355               2,747              3,139                  2,747              3,924               3,532              3,532              4,709              4,709              39,243             

Service Costs 13,379 13,379 13,379 13,379 13,379 13,379 13,379 13,379 13,379 13,379 13,379 13,379 160,551

Salary and admin costs 190,827 190,827 190,827 190,827 190,827 190,827 190,827 190,827 190,827 190,827 190,827 190,827 2,289,920

Responsive repairs 126,230 84,154 70,128 84,154 98,179 112,205 98,179 140,256 126,230 126,230 168,307 168,307 1,402,560

Cyclical/landscaping 17,459 17,459 17,459 31,425 31,425 31,425 31,425 31,425 34,917 34,917 34,917 34,917 349,171

Net cash fl ow from 611,631 349,066      347,335      328,127      300,728      321,759        315,439      261,285      274,783      262,476      214,697      230,651      3,817,978        

operati ng acti v i ti es

Returns and servi ci ng o f 

fi nance:

Interest received 559                 856                  3,231              745                  381                 2,237                  1,548              682                  3,020              1,544              1,755              3,442              20,000             

Interest paid 36,301            55,521             209,668          48,330             24,713            145,154              100,435          44,274             195,977          100,224          113,878          223,379          1,297,855        

Net cash fl ow from returns 35,741 54,666 206,437 47,585 24,332 142,918 98,888 43,591 192,957 98,680 112,124 219,936 1,277,855

and servi ci ng o f fi nance

Net cash fl ow from taxati on

Investi ng acti v i ti es: -                   

Acq & construction of properties 797,570 1,063,704 931,020 1,092,672 1,040,810 1,216,393 1,246,523 1,400,773 1,497,616 1,482,954 1,306,282 1,084,848 14,161,165-      

Improvement works 125,000 125,000 80,000 95,000 125,000 60,000 80,000 234,222 70,000 70,000 50,000 73,946 1,188,168-        

Acquisition of other assets -                   

Sale of properties -                   

Sale of other assets -                   

Grants received 404,015          765,904           660,415          937,346           489,780          700,686              877,756          1,108,930        1,075,513       777,502          227,328          105,942          8,131,118        

Grants received - other -                   -                  -                   -                  -                   -                  -                  -                   

Net cash fl ow from 518,555 422,800 350,605 250,325 676,030 575,707 448,767 526,065 492,103 775,451 1,128,954 1,052,852 7,218,215

i nvesti ng acti v i ti es

F i nanci ng:

Loans received -                   

Loans repaid 165,112          97,345             55,353            100,742           97,637            110,466              111,141          96,657             116,831          100,100          97,637            183,091          1,332,114        

Net cash fl ow from 165,112 97,345 55,353 100,742 97,637 110,466 111,141 96,657 116,831 100,100 97,637 183,091 1,332,114

fi nanci ng acti v i ti es

Cl osi ng bal ance 13,505,801 13,280,056 13,014,997 12,944,471 12,447,199 11,939,868    11,596,512 11,191,483 10,664,374 9,952,620   8,828,602   7,603,373   7,603,373   
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8. Notes on Operational Income and Expenditure 

 Rents increased by 4.5% (last year 1.5%) per property (including lockups) 

 Voids and Bad Debts assumed at 1.25% (last year 1.25%) to reflect the projected level of 

void loss and predicted bad debt write off.  

 Bad Debt provision will be reviewed in line with ongoing analysis by Housing Officers and 

presented to Board for approval to write off in February or March each year. 

 Maintenance costs have been prepared in consultation with our Technical Services 

Manager and incorporates costs informed by our Planned Maintenance software for major 

repairs. These figures take cognisance of the work required to maintain the current Scottish 

Housing Quality Standard requirements and incorporates any costs associated with current 

EESSH compliance.   

9. Development Programme and Capital Expenditure 

The next two years will see continued new housing development providing around 157 new 

units. We will continue to seek longer-term development opportunities as well subject to 

protecting our financial strength. The Board is keen to develop other business areas which 

focus on adding to the services that we offer our tenants and the communities they live in, and 

the new tenant hub will form part of these initiatives. Some of this work may be modest but it 

can none the less be of real value.  We have the resources within the organisation to generate 

and develop ideas which will hopefully deliver that objective. 

Capital Expenditure 

We have budgeted £20,000, which will be used to replace computer equipment as part of a 

rolling replacement programme and continue the development of mobile/remote working for 

our housing and maintenance personnel to improve efficiency and effectiveness. 

10. Loans 

You will be aware of our reliance on loan finance to meet the difference between grant and 

total project costs of the development programme, which supported the rapid growth of the 

company in recent years.   

Our borrowings will be £30.6M at the end of March 2023. This includes the new borrowings we 

have drawn or will draw in relation to the projects in Ayr, Troon, Maybole and Kirkmichael. 

Our exposure to interest rate fluctuation is ‘hedged’ using simple fixed interest rate products. It 

has in the past been sensible to opt for variable interest products, but we made the move to a 

far greater percentage of our loan portfolio to fixed rate products some years ago. The switch 

has altered the ratio to 74% fixed and 26% variable.  The higher cost associated with fixed 

rates is accommodated within the business plan projections and whilst more expensive, offers 

protection from variations in interest rates which may happen depending on economic factors 

and mitigated the risk of the banks pursuing us to renegotiate rates. The weighted average cost 

of funds is below the assumed long-term rates used in our financial projections which is a 

positive advantage. 
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11. Management Costs (detailed breakdown)  

AYRSHIRE  HOUSING

MANAGEMENT COSTS 

FOR THE YEAR TO 31 MARCH 2023 Est imated

Proposed Budget Budget Outtu rn

2022/23 2021/22 Dif ference 2021/22

STAFF COSTS

Basic 1,218,323                   1,133,018        85,306          1,078,948        

Allowances 33,090                         32,202              888               33,454              

Employers NIC 142,742                      118,599           24,142          117,701           

Employers Superannuation 424,264                      403,517           20,748 401,887           

Training 14,000                         14,000              -                 11,690              

1,832,420            1,701,336   131,084   1,643,680   

ACCOMMODATION

Repairs 2,000                           2,000                -                 5,993                

Water Rates 5,000                           5,000                0 1,691                

General Expenses 13,500                         12,000              1,500 10,309              

Refuse Collection & Office Cleaning 2,500                           2,000                500 1,426                

Heating and Lighting 17,500                         16,000              1,500 15,379              

40,500                 37,000        3,500 34,798        

TENANT PARTICIPATION

Tenant Participation 25,000                         25,000              0 1,044                

25,000                 25,000        0 1,044          

TRANSPORT

Travel and Subsistence 25,000                         25,000              0 10,912              

25,000                 25,000        0 10,912        

SUPPLIES

Equipment replacements 20,000                         20,000              0 40,000              

Computer Mailboxes 10,000                         8,000                2,000 17,174              

Computer Licenses 30,000                         30,000              0 40,197              

Leasing Costs 25,000                         25,000              0 21,525              

Postage 14,000                         14,000              0 18,387              

Copying charges and Stationery 16,500                         15,000              1,500 26,401              

115,500               112,000      3,500 163,685      

SERVICES

Council Tax - Void properteis 4,000                           4,000                0 3,203                

IT Consultancy 16,000                         14,000              2,000 17,703              

Legal Fees 42,500                         42,500              0 32,109              

Consultancy Fee 25,000                         25,000              0 12,132              

Audit Fees - Internal and External 11,000                         11,000              0 211                   

98,500                 96,500        2,000 65,358        

TELECOMMUNICATIONS

Calls and Line Rentals 12,000                         15,000              (3,000) 16,446              

12,000                 15,000        (3,000) 16,446        

MISCELLANEOUS

Bank Charges and Services 22,500                         22,500              0 23,497              

Discount allowed 1,500                           1,500                0 361                   

Insurance - non housing stock 15,000                         15,000              0 14,731              

Subscriptions and Donations 20,000                         20,000              0 22,351              

Conferences and Seminars 2,500                           2,500                0 1,065                

Development Overhead costs 1,000                           1,000                0 1,500                

Advertising and Recruitment 1,500                           1,500                0 2,702                

64,000                 64,000        0 66,208        

TOTAL EXPENDITURE 2,212,920            2,075,836   137,084 2,002,130   
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12. Notes on Management Expenses 

 Staff costs based on an increased establishment of 28.3 Full Time Equivalents (FTE).  

 Budget includes an estimated pay award of 4.0% (last year 0.8%). The actual increase will 

be agreed via the collective bargaining arrangements managed on our behalf by EVH. 

 One additional full-time post has been included within our senior management team.  

 Employer’s superannuation contribution 34.9% of basic payroll cost for all staff and 

including the funds required for the SHAPS and Strathclyde Pension fund past service 

deficit contributions. 

 We have included an allowance for long term sickness and childcare leave cover. 

 Training costs included at £16.5k for staff and committee development including 

conferences and seminars. 

 In overall terms (excluding salary costs) slightly increased management costs over last 

year’s budget to address increased office costs associated with the new office extension 

and additional amounts to cover a change in the way we deliver our desk top services by 

continued use of cloud-based services rather than office-based server solutions. 

 Tenant participation costs estimated at £25k to take account of various activities 

associated with our support for our tenants and to support a tenant satisfaction survey. 

 Equipment purchases have been budgeted at £20k to accommodate equipment 

replacement but also to continue to improve the efficiency and effectiveness of our 

operations in terms of remote access and working.  

 Leasing costs cover our franking machine and colour copier. The latter allows us to produce 

various high-quality documents in-house.   

 Consultancy fees are budgeted at £25k to cover the various professionals on whom we rely 

for a variety of services not available internally.  This includes a provision for the cost of an 

interim valuation of stock which is required for accounting purposes.   

 Legal costs are budgeted at £42.5k to provide for the different advice we require.  This 

covers housing management, employment, and governance issues etc.  

 Bank charges have been set at a rate that reflects the usage level we experience following 

the introduction of AllPay cards with which our tenants make rent payments and the 

charges we incur for day-to-day banking.  

 Subscriptions include the SFHA and EVH affiliation fees.  

 Advertising and recruitment estimated at £1,500 with the hope that we do not experience 

much staff turnover in the budget year.  
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13. Key Ratios 

 

AYRSHIRE HOUSING

FINANCIAL PERFORMANCE INDICATORS

BASED ON PROJECTED BALANCE SHEET AND BUDGETED INCOME AND EXPENDITURE

FOR THE YEAR ENDED 31 MARCH 2023

BUDGET ESTIMATED

2022/23 2021/22

KEY FINANCIAL INDICATORS

Current assets : Current liabilities 3.67 4.56

Cash : Current liabilities 3.32 4.49

Gearing Ratio (loans divided by reserves) 0.60 0.65

Income on lettings : Interest payable 6.23 7.32

Average Cost of Capital 3.78% 3.03%

Housing Debt per Un t 14.4£                      £14.7k

Operating Surplus : Interest payable 2.30 3.01

Operating surplus plus housing depreciation : Interest payable 3.03 3.91

Operating surplus % turnover 37.26% 41.51%

CORE BUSINESS INDICATORS

Rent arrears % annual rent receivable 8.00% 1.61%

Void losses % rent receivable to date 1.00% 0.77%

Bad debts % rent receivable to date 0.25% 0.45%

Management costs % rental income 26.2% 24.3%

All Maintenance costs % rental income 38.2% 21.0%
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14. Covenants 

Our lenders impose, through the loan agreements, certain obligations which must not be 

breached. 

The budgeted figures presented above do not breach any of the covenants which are currently in 

place. Our projected covenant position by lender is shown in the following table: 
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Ayrshire Housing

Covenant Information Year ended 31 March 2023
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15. Recommendation

The Board is asked to approve the budget for 2022/23 as detailed in the foregoing pages.
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48



RISK MANAGEMENT - ANNEX 2 AYRSHIRE HOUSING

2022/23 REVIEW OF KEY RISKS AND POTENTIAL FINANCIAL IMPACT THEREOF:

RISK MAP 2022/23

Risk Category Risk Incident leads to Probability Financial Impact Possible Costs Mitigating Controls

Lettings Low Demand Higher turnover (churn rate) over 25% 10 100,000£    10,000£    Good customer service allied to high quality efficient maintenance

Low Demand Higher Voids 35 25,000£     8,750£     Rent consultation

Low Demand Demolitions 0 100,000£    -£   Regular planned investment in stock

Low Demand Impairment 2 650,000£    13,000£    Regular planned investment in stock

Demographic/aspirational Unplanned cost of remodelling property 10 400,000£    40,000£    Promote mutual exchange register 

Arrears increased due to Universal Credit (UC) Interest foregone 80 20,000£     16,000£    Preventative intervention and advice/support prior to and during tenancy

Arrears increased due to impact of pandemic Cash flow affected 100 400,000£    400,000£    Input from specialist staff and increased routinr contract

Lower demand for temporary furnished accommodation Loss of income 100 5,000£     5,000£       Maintain productive relationship with Local Authority

Arrears increased due to UC Increased bad debts 25 50,000£     12,500£    Preventative intervention and advice/support prior to and during tenancy

Challenge to lettings policy Legals fees and compensation 10 4,000£     400£     Regular review to ensure compliant with all current legislation

Improper action by staff Legals fees and compensation 30 2,000£     600£     Relevant policies and procedures adhered to

Failing to follow policies and procedures Compensation 70 10,000£     7,000£       Ensure regular training in policies and procedues

Breach of statutory requirements Legals fees and compensation 20 50,000£     10,000£    Relevant policies and procedures adhered to

Poor advice from consultants Legals fees and compensation 50 30,000£     15,000£    Appropriate insurance cover in place Procurement Policy followed

Failure to Control Management costs Additional costs 30 100,000£    30,000£    Production and review of management accounts

Slow relet time Rent loss 30 50,000£     15,000£    Void Managament Policy strictly adhered to

Grounds Maintenance Tribunal/Ombudsman Legal fees and compensation 20 20,000£     4,000£     Transparent system for recording and allocating costs

Failure to collect amounts due Increased bad debts 20 5,000£     1,000£     Credit control systems in place

Housing Maintenance Unplanned repair costs Cash flow issues 30 150,000£    45,000£    Ensure contingency built in to annual budgets

Fire/explosion flats or houses Counselling costs; uninsured losses; legal fees 10 250,000£    25,000£    Regular inspection and recording - any repairs dealt with timeously

Fire/explosion flats or houses Reputational damage; criminal negligence; increased voids in long term 5 1,000,000£     50,000£    Regular inspection and recording - any repairs dealt with timeously

Natural disaster/storm damage - cash flow cover for insurance claim Repairs costs; decant costs; high voids; reputational damage 20 150,000£    30,000£    Emergency plan/Social media advice to tenants

Failure to control costs Budget overspends unfunded 20 100,000£    20,000£    Works orders adjusted to account for variances

Litigation Public liability claims - not covered by insurance 5 300,000£    15,000£    Relevant policies and procedures adhered to

Poor management decisions Premature component failure 20 100,000£    20,000£    Design Guide specifications followed

Poor design Additional maintenance costs 50 300,000£    150,000£    Design Guide specifications followed

Poor standards Reputational damage; long term increased voids 30 50,000£     15,000£    Regular contract monitoring

Financial Control/Treasury ManagemenFailure to  control expenditure Unplanned reduction in reserves, possible development overspend 30 100,000£    30,000£      Production and review of management accounts

Interest rate risk Surplus reduced 20 600,000£    120,000£    Treasury Management Policy adhered to

Refinancing risk Expense incurred 10 70,000£     7,000£     Maintain existing strong relationship with lenders

Liquidity issues - can't borrow (run out of security) No development 5 500,000£    25,000£    Maintain Net Worth of Company 

Valuation too low - unfundable by banks No development 5 500,000£    25,000£      Unencumbered assets available

Impairment - reduction in value of loan security Losses in Accounts 10 1,000,000£     100,000£    Stock disposal of low demand houses/flats

Covenants breached Loan rates renegotiated by banks 5 600,000£    30,000£    Budget process and controls; Quarterly monitoring of covenants

Covenants breached Requirement to repay loans 5 3,000,000£     150,000£    Budget process and controls; Quarterly monitoring of covenants

Investment Decisions Bad investment decision High voids 20 70,000£     14,000£    Robust investment appraisal

Bad investment decision Rents too high 30 25,000£     7,500£       Affordability calculation

Bad investment decision Poor design or location - lack of demand 20 200,000£    40,000£    Robust investment appraisal

Bad investment decision Poor design - high maintenance costs 40 50,000£     20,000£    Procurement of architect/input from staff and Board

Contractor claims in current inflationary environment Increased costs/complex negotiations 30 300,000£    90,000£    Derisking strategy - pre-tender and pro-active contract administration

Buying an undevelopable or unfundable site Write off abortive costs 5 500,000£    25,000£    Robust investment appraisal

Staff/Employment Don't develop staff Higher staff turnover and recruitment costs 20 15,000£     3,000£     PDP reviews linked to Corporate and Delivery Plan

Poor terms and conditions Poor staff morale and high turnover 10 65,000£     6,500£       EVH Collective Bargaining

Pension deficit Past Service Deficit requires to be funded - additional 50 100,000£    50,000£    Independent expert advice

Employing incompetent staff Disciplinary and dismissal additional staff costs 25 50,000£     12,500£    Robust recruitment process 

Breach of Health and Safety regulations Wide ranging 30 30,000£     9,000£     Use of independent consultant

Failure of telephone system No communication 15 20,000£     3,000£     Mobile phones available - move to VoIP

Improper action by maintenance staff or contractors Disciplinary and dismissal additional staff costs 10 50,000£     5,000£     Relevant policies and procedures adhered to

Improper action by maintenance staff or contractors Compensation 30 20,000£     6,000£     Relevant policies and procedures adhered to

Staff negligence Disciplinary and dismissal additional staff costs 25 50,000£     12,500£    Relevant policies and procedures adhered to

Long term staff absence Cost of temporary cover 100 35,000£     35,000£    Policies and Procedures followed

Information Systems Improper action by staff Loss of databases 10 35,000£     3,500£     Daily back ups performed automatically

Staff negligence Loss damage to servers 15 50,000£     7,500£       Servers located in secure/locked location

IT support stops Inability to manage ICT function 15 70,000£     10,500£    Maintain good relationship

SDM pulls out of market System purchased by another supplier 25 120,000£    30,000£    Environmental scanning

Loss of database Housing system out of action 20 25,000£     5,000£     Daily back ups performed automatically

Virus infection & cyber security Office systems out of action 30 15,000£     4,500£     Daily back ups performed automatically

Lack of innovation Obsolete system no support 20 23,000£     4,600£     Environmental scanning

Lack of innovation Unplanned, unfunded change of system 10 150,000£    15,000£    Environmental scanning

Breach of data protection requirements Legal fees and compensation or fine 20 10,000£     2,000£       GDPR fully implemented

Breach of data protection requirements Revising systems 20 10,000£     2,000£       GDPR fully implemented

Strategic Poor results from tenants satisfaction survey Reputational damage leading to low demand 20 20,000£     4,000£     Relevant policies and procedures adhered to

Restrictions on rent increase via legislation or peer group pressure Cash flow issues and valuations 10 250,000£    25,000£      Scenario planning linked to available reserves

HB and benefit changes Cash flow and bad debts 65 300,000£    195,000£    Tenant profiling information allowing targeted advice

Falling out with local politicians Loss of influence and favour 40 150,000£    60,000£    Maintain positive relationships with key contacts

No new development Impact of negative NPV's 30 200,000£    60,000£    Site finding linked to robust invetsment appraisal

Lack of resources to do new things getting new initiatives wrong 30 100,000£    30,000£    Critcally analyse opportunities

Lack of resources to do new things failure to observe changes in the market place 30 100,000£    30,000£    Environmental scanning

Lack of resources to do new things bad publicity 30 50,000£     15,000£    Maintain strong financial health

Poor management of growth over exposure to debt and repayment difficulties; valuations to NBV 30 100,000£    30,000£    Site finding linked to robust invetsment appraisal

Not being able to influence key people Loss of influence and favour 50 250,000£    125,000£    Maintain positive relationships with key contacts

Poor advice from consultants bad business decisions made 30 300,000£    90,000£      Procurement Policy followed

Bad inspection report from regulator reputational risk access to any future funding 25 500,000£    125,000£    Assurance from Internal and External Audit

Insufficient risk appraisal of new initiatives Financial loss 20 400,000£    80,000£    Robust investment appraisal

Over diversification Lack of control 10 180,000£    18,000£    Annual Corporate Plan review

Change in government policy and regulatory requirements Limitations on opportunities 25 180,000£    45,000£    Work closely with SFHA/GWSHF

Too inward looking and conservative Failure to foresee/respond to changes in the market place 20 150,000£    30,000£    Annual Corporate Plan review

16,109,000£     2,830,850£     

Ayrshire Housing Budget Report and Financial Forecast 2022/23
Annex 2
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1 

Amendments current to: January 2025 

 

 

 
Board Meeting – Wednesday 23 February 2022 

 

Agenda Item: 8b 

 

Subject: Finance – amendment to Financial Regulation – Appendices 1 and 5 

 

Prepared by: Debbie Thompson and Jim Whiston 

 

For approval 

 

 

Background 

 

As part of our continued systems improvement, we will shortly introduce a new 

streamlined fully integrated system of managing payments within our Purchase Ledger.  

This will utilise the main system in a much more efficient manner and should lead to less 

staff time across the organisation in the invoice approval and authorisation processes. 

 

The main Financial Regulations will remain unchanged and are next due to reviewed in 

2025, and are still relevant, but Appendix 1 in relation to the approval processes require 

to be updated both to reflect the new approach described and to bring authorisation 

values up to current levels following recent inflationary increases.  We have also taken 

the opportunity to introduce approval levels for staff involved in housing management to 

better reflect working practices in relation to services required to support their work. 

 

Given the greater complexity of the organisation and the volumes now involved in the 

payment cycle, it is also proposed to add the role of Finance Manager to the roles 

allowed to authorise invoices. 

 

The opportunity has also been taken to update appendix 5 on tender procedures. This is 

to reflect more fully the increasing shift to electronic tendering. 

 

Recommendation 

 

The Board is asked to approve the changes above and as detailed below (changes in 

coloured text). 
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5 

Amendments current to: January 2025 

 

Appendix 5 – Tendering Procedures 

  

1.        Tenders shall be returned to the association’s head office unless otherwise stated 

in the instructions to tenderers.  

  

2.        Tenders delivered shall be date stamped and initialled by an appropriate member 

of staff and placed unopened in a secure location.  

  

3.        Tenders shall be returned sealed in the envelope provided on or before the stated 

date and no later than the stated time for return. 

  

4.        Late tenders shall not be opened or considered. 

  

5.        All valid tenders shall be opened at the same time in the presence of at least one 

member of the Board and the Company Secretary or Director. 

  

6.        The opening of the tenders and the tender amounts shall be recorded in a 

standard format and signed by those present. 

  

7.        The original signed copy of the above shall be filed in the Tender Register. 

  

8.        The tender documents shall then be collected by the appropriate member of staff 

or external consultant for checking and the production of a Tender Report, a 

summary of which will be submitted to the Board or relevant Committee for 

approval. 

  

9.        The association shall follow the relevant codes of procedure as published by the 

National Joint Consultative Committee for Building (NJCC) e.g. Code of Procedure 

for Single Stage Selective Tendering. 

  

10.      Replacement paragraph - Alternatively, the association may use electronic 

tendering through a procurement portal, file transfer applications or emailed 

attachments. In all cases, the Director or appropriate head of service will ensure 

that adequate steps have been put in place to ensure that the tenders are 

simultaneous opened and that this is witnessed and recorded either as at 5 

above or by the designated consultant’s staff. 

  

11.     Replacement paragraph If the tendering exercise involves separate quality and 

price assessments. The Director or relevant head of service will satisfy 

themselves in advance that the separation of the assessments can be assured 

and record how this was achieved. 
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Board Meeting – Wednesday 23 February 2022 

 

Agenda Item: 9 

 

Subject: Operational matters 

 

Prepared by: Jim Whiston  

 

For noting 

  

Coronavirus issues (including health and safety) 

 

As reported previously, the Scottish Housing Regulator has announced that the special 

Coronavirus reporting is to switch from monthly to quarterly reporting for the time being 

and that the data requirements are being extended. These continue to be submitted by 

the due date and circulated to Board members 

 

We continue to expect contractors to abide by Scottish Government guidance on house 

visits. There remain material shortages which are delaying the completion of some jobs. 

We continue to  review the timing of replacement works for the coming months to ensure 

that they can be delivered without inconvenience to tenants given the supply issues. We 

are also experiencing difficulties in getting contractors to honour the terms of contracts 

entered into before the pandemic. We will report further on this to the Board when the 

position is clearer.   

 

Our gas safety performance continues to be carefully monitored to ensure that we are 

following the latest advice from the Health and Safety Executive and Gas Safe (the 

registration body for the gas installation industry). Steps have been taken to ensure 

ongoing compliance with the regulations. All our properties have a current certificate at 

this time.  

 

The restrictions on office working have been eased again which has allowed some 

relaxation of our rules on office-based work. We are now making preparation for the 

opening of the office and new facilities hopefully from next month. This will be on a 

controlled basis initially to ensure that health and safety issues are fully addressed. 

 

Board effectiveness and governance 

 

See separate paper. 

 

Business Plan Development 

 

Work is underway to prepare a draft replacement plan. It is proposed to hold a session in 

March which will focus on improvements to the performance management framework to 

improve the usefulness of the delivery plan which accompanies the Business Plan. 

 

Eydent  

 

We are awaiting the evaluation report on the November conference. Informal feedback 

seems very positive though. 
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Placement opportunities within Ayrshire Housing 

 

This activity is in abeyance for the time being. 

 

Staffing issues 

 

The recruitment exercises for two heads of service are underway. Marie Brown one of our 

housing officers has decided to leave us. We will arrange a reception for her alongside 

the retirements announced at the last Board meeting. 

 

Staff pension schemes 

 

Nothing to further report since the last meeting of the Human Resources Committee. 

 

Audit Committee  

 

The Audit Committee meets on 23 February. 

 

Community engagement and publicity  

 

We have been successful in gaining access to energy vouchers for our tenants from the 

SFHA and the Housing Associations Charitable Trust (HACT). Our money advice officers 

have been working hard to issue these to tenants.  

 

We continue to promote our development activities on social media. A “topping out” 

ceremony is being planned for the Carrick Street development. 

 

Notifiable events and disposals 

 

There have been no disposals since the January meeting. 

 

There have been no notifiable events since the January meeting. 

 

A consolidated report on disposals and notifiable events will be considered by the Audit 

Committee at its February 2023 meeting.  
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Board Meeting – Wednesday 23 February 2022 

 

Agenda Item: 9a 

 

Subject: Board and Director effectiveness 

 

Prepared by: Jim Whiston  

 

For noting 

  

Board member reviews 

 

In conjunction with the Chair, the Performance and Quality Manager will arrange times in 

the early spring for the annual reviews. 

 

The Director’s review meetings.  

 

The next meeting has been scheduled.  

 

Training and development 

 

A session on health and safety was held on 26 January with  an external speaker.  

 

The next session is one on Board communication and constructive challenge. This is 

scheduled for March. It is suggested given the continuing restrictions that this is now 

held in April.  

 

Declarations of interest 

 

Forms have been issued to all Board and staff members with a view to them being 

returned by the end of February.  
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