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 Introduction 

 Introduction to the Business Plan 

 The comprehensive Business Plan for 2018/19 to 2020/21 has been extended by 

one year to incorporate 2021/2022.  This allows MHA to assess the effect of Covid 

on our business, focus on the emerging priorities and create a foundation for 

effective long-term planning taking account of the impact of Covid.  

It provides a comprehensive overview of Muirhouse Housing Association (MHA) 

and the environment in which we operate. It has been prepared by the Board, 

leadership and staff team of MHA, having reviewed and agreed the strategic 

direction of the organisation over the medium term to achieve our long-term 

mission. This plan represents year 4 of our Business Planning process and is 

designed to both articulate and facilitate our strategic aspirations until 2022. 

 It provides a framework for action which communicates to customers, staff and 

key stakeholders what the organisation aims to achieve during this final year of 

our plan. It also provides an overview of where we want to get to and how we will 

get there via our annual Operational Delivery Plan. 

 The Business Plan Process 

 Our Business Plan process can be summarised as 

• Business planning timetable agreed 

• Data collected, and strategic analysis undertaken 

• Vision, strategic direction and objectives reviewed 

• Action plan for the year ahead developed 

• Financial and resource plans prepared 

• Risks assessed 

• Business plan and budget approved 

• Objectives and targets communicated to staff 

• Monitoring and review embedded. 

 This process is led by our Board, supported by senior staff, and is highly 

participative to ensure a whole and inclusive organisational approach. 

 Delivery of our 2021/22 Business Plan will be reviewed quarterly.  Development of 

our next comprehensive 3-year Business Plan, 2022-2025 will commence in Q3 

and take account of a strategic options appraisal, due to commence in Q2. 

 The purpose of the Business Plan is to; 

• Help us to understand the opportunities and threats inherent in our operating 

environment as well as our own internal strengths and weaknesses; 

• Clarify and communicate our strategic objectives and priorities and set out the 

key actions we will take to achieve these objectives; 
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• Demonstrate that we have the resources necessary to carry out these actions 

and help us to identify and mitigate any risks we face in delivering these 

actions; 

• Provide a strategic overview for our other strategies and plans; and 

• Provide a framework with which we can monitor our progress and measure 

our success. 

 Vision and Values  

 Vision 

‘Our vision is an engaged, thriving, desirable and eco-friendly Muirhouse with high 

quality, truly affordable and greener homes’. (18 words) 

 Mission Statement 

‘We will provide high quality, truly affordable homes and services for residents and 

strengthen our engagement and partnerships to enrich the community and safeguard 

our environment.’ (25 words) 
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 Values 

In upholding our central value of providing high quality, affordable homes and services, 

our behaviours and decisions will demonstrate our commitment to  

Excellence:  Ensuring the highest standards in all that we do and innovating to 
continually improve.  Across the MHA Group, we are committed 
to providing a high quality, customer focused service that 
demonstrates value for money.  

   
Caring:  Being compassionate about and responding appropriately to the 

needs of our residents, staff and Board; 

Mutual Respect:  Valuing the views, knowledge, expertise and skills of others and 

collaborating to achieve good outcomes for residents, staff and 

the Association.  We will continue to be a leading member of the 

local community, working with our customers and statutory, 

voluntary and private sector partners. 

 

 Executive Summary 

 Context 

MHA has extended its 3-year plan (2018-2021) by one year to enable us to 

assess the effect of Covid on our customers, staff, Board and business as a 

whole.  This allows us focus on the emerging priorities and create a foundation for 

effective long-term planning taking account of the impact of Covid.  

3.1.3  We have revised our Strategic Objectives, which are summarised as follows: 

Objective 1 – Enhance our Housing Service 

Objective 2 – Enhance our Housing Quality 

Objective 3 – Maintain our Financial Sustainability 

Objective 4 – Strengthen our Governance  

Objective 5 – Support our Team 

Objective 6 – Strengthen our Community Partnerships 
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3.8 Operational Delivery Plan  

3.8.1 All of the above has been translated into practical tasks with timescales and 

targets with named individuals taking ownership of delivery. A Summary 

Operational Delivery Plan is set out in  Appendix 5 and will be a permanent and 

integral means by which we will set out, achieve and evaluate our objectives and 

achievements. 

 MHA - Who we are and Achievements to date 

 Our History 

 MHA was established in 1992 as a Registered Social Landlord when a group of 

tenants who were dissatisfied with the condition of their homes and general 

disrepair within the community, took action and demanded improvements to the 

area.  The outcome was a partnership between CEC, Scottish Homes and the 

tenants’ group to consider options available to attract regeneration funds. 

 The partnership supported the creation of a new housing association, the purpose 

of which was to regenerate an area of around 500 units, moving from 100% 

Council tenure to include RSL and home ownership.  

 From 1992 to 2015, MHA worked in partnership with CEC, grant funding bodies 

and the local community to provide 14 developments of varying sizes and 

complexities.  Additional units were purchased on the open market and through 

the Mortgage to Rent Scheme. MHA now has 506 units for social housing and 4 

units leased as HMOs. 

 In July 2014, MHA established a wholly owned subsidiary, MH4, and developed 

60 high quality properties to provide Mid-Market Rented accommodation for the 

very first time in the Muirhouse area.  The development was fully completed in 

July 2015 and MHA leases the properties to MH4 to manage.  Profits, beyond 

what MH4 needs to operate effectively, are gift aided back to MHA as the parent 

organisation to be invested in the local community 

 Since its formation almost 30 years ago, MHA has developed a reputation as an 

excellent provider of affordable housing services and an organisation committed 

to local accountability and engagement. 

 Our Board and Sub Committee Structure 

 MHA has a Board which allows a maximum composition of 15 members. The 

Board has two sub-committees to which it delegates responsibilities for audit and 

risk, and for staffing as defined within our Standing Orders. The Board meets a 

minimum of 8 times per year, the Audit and Risk Committee meets a minimum of 

4 times a year and the Staffing Sub-committee meets a minimum of two times a 

year. 



Muirhouse Housing Association Ltd. 
Business Plan 2018/19 – 2021/22  

 

5 
 

 Of the current Board, four members are tenants. The Board therefore has a very 

good insight into what is happening in the local area and what the feeling is across 

the wider customer base in terms of service delivery. 

 The Board also has four members with professional accountancy qualifications 

who bring detailed knowledge of financial matters and a commercial perspective. 

A number of our Board Members have experience from the housing sector and 

specifically with RSLs, their knowledge and insight into the sector has helped 

shape our strategic direction over the years. 

 Our Board members bring specific experience in governance, business 

development, housing performance and finance. This has allowed us to 

significantly strengthen our subcommittees as well. The Board composition now 

spans a wide and rich blend of appropriate skills across social housing, finance, 

community development, HR, education, audit and governance as well as direct 

consumer input from our tenant members.  

4.2.5  We have in place a robust process for succession planning with online training for 

Board Members and a programme of training sessions.  Board Members will be 

able to choose training options in different formats so that they can increase their 

skills and knowledge in the setting most suitable for them. In addition to this we 

have a Board member induction programme in place, a personal development 

plan for each Board member and an annual appraisal process. The annual 

appraisal process is partly used to identify candidates for the Office Bearer 

positions and prepare them through experience and training. Iain Strachan was 

appointed Chair in September 2020. Iain joined the MHA Board in September 

2017.  He is a solicitor and the Chief Procurement Officer with The City of 

Edinburgh Council and has experience of delivering strong governance and risk 

management in the public sector, as well as significant legal experience in both 

private practice and the public sector. Iain has a strong interest in housing 

matters, and the vital role housing has in helping deliver and support strong local 

communities. Iain is also a member of our Audit and Risk Committee. 

 Full details on our current Board members are included at Appendix 1. 

 Our Staff 

 MHA is currently led by the Chief Executive and Senior Management Team, which 

includes the Finance & Corporate Services Manager and the newly created role of 

Governance & Compliance Manager. 

 MHA has another 7 members of staff providing housing and asset management 

services, governance and administrative support. All staff are experienced in their 

different areas of expertise with appropriate professional qualifications. We have a 

skilled, passionate and dedicated team in place to ensure our future success.  
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 In addition to our staff team, we engage with third parties to deliver specialist 

elements of our service, e.g. technical support, external and internal audit 

services, financial inclusions service.  Chart 1 below shows the structure of 

staffing in MHA 

 MHA Staffing Structure  

  

BOARD OF MANAGEMENT 

CHIEF EXECUTIVE (VACANT) 

( 

GOVERNANCE & 

COMPLIANCE 

MANAGER 

HOUSING TEAM 
LEADER 

(VACANT) 

FINANCE & 
CORPORATE 

SERVICES MANAGER 

HOUSING  
OFFICERS X 3 

HOUSING TRAINEE 

(VACANT) 

ASSET 

MANAGEMENT 

OFFICER 

HOUSING 

ASSISTANT 

FINANCE & 
CORPORATE 

SERVICES ASST 

TEMPORARY 

DIGITAL MARKETING 

ASSISTANT 
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 MHA has a stable base of tenants and a low turnover which is reflected in the 

level of tenant satisfaction, 94% from our Tenant Satisfaction survey 2019 (up 

from 91% in 2016).   

 As our community faces high unemployment, significant deprivation and 

comparatively low levels of education and skills attainment, we want to 

strategically position ourselves to be more than just a landlord.  We believe it is 

important for us to assist with the development of Muirhouse as a vibrant and 

resilient community where people are happy to stay.  We want to work with our 

local partners to deliver the broad range of services required to support our 

customers and help people in the community fulfil their potential. 

 Tenant Profile  

4.4.1 MHA has 506 properties for social rent and of those 71 are occupied by joint 

tenants and 435 by sole tenants.  We have 577 tenants in total and of these 

69.5% are female, 30.33% are male and 0.17% are non-binary. 

4.4.2 Table 1 below details the age profile of our tenants. 16.29% are over the age of 65 

compared to a figure of 18% for Scotland’s population as a whole1.  The Scottish 

Government’s projections indicate that the population will rise and will age 

significantly, with the number of people over 65 increasing by 53% from 2014 to 

20392.  Given the low turnover in our stock this means there is likely to be a 

growing need for support amongst a substantial proportion of our customers as 

they age.  Our strategies and partnerships with health and support agencies will 

need to build responses to cope with this. 

Table 1 MHA Tenant profile  

Age Under 
25 

25-50 51-55 56-60 61-64 Over 65 

 
Number 
 

 
8 

 
286 

 
74 

 
69 

 
46 

 
94 

 
Percentage 
 

 
1.4% 

 
49.6% 

 
12.8% 

 
12% 

 
8% 

 
16.3% 

                         (MHA Omniledger HM system:  December 2020) 

 

   

 
1 http://www.gov.scot/Topics/People/Equality/Equalities/DataGrid/Age/AgePopMig 
 
2 https://www.nrscotland.gov.uk/statistics-and-data/statistics/statistics-by-
theme/population/population-estimates/mid-year-population-estimates/mid-2016 
 

http://www.gov.scot/Topics/People/Equality/Equalities/DataGrid/Age/AgePopMig
https://www.nrscotland.gov.uk/statistics-and-data/statistics/statistics-by-theme/population/population-estimates/mid-year-population-estimates/mid-2016
https://www.nrscotland.gov.uk/statistics-and-data/statistics/statistics-by-theme/population/population-estimates/mid-year-population-estimates/mid-2016
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 Table 2 shows our tenant profile by ethnic origin.  It confirms a picture of a 

predominantly White Scottish tenant base, the next highest category being White 

Other applications at 14.3% (decrease from 12.2% in 2018/19).  Minority ethnic 

groups and white non-British groups (which include ‘White: Irish’, ‘White: Polish’, 

and ‘White: Other’) make up 14.3% of our tenant base in comparison to 8% of the 

total population in Scotland, and 8% for the City of Edinburgh Council area.  We 

will continue our commitment to provide interpretation and translation services, 

and training in equality and diversity for staff to ensure equal access for all 

customers to our services. 

Table 2 MHA Tenant Ethnic Origin 

 All Tenants 31 

December 20 

New Tenants 

2019/20 

Scotland census 2011 

White 

Scottish 

432 74.9% 13 61.9% 84% 

White British 10 1.7% 1 4.8 8% 

White Other 84 14.6% 3 14.3%  

8% 

(of which Black Groups 

1%) 

(of which Asian Groups 

3%) 

Black Mixed 29 5.0% 0 0% 

Asian 7 1.2% 0 0% 

Mixed Ethnic 8 1.4% 2 9.5% 

Arab 2 0.3% 0 0% 

Other 5 0.9% 2 9.5% 

Refused 0 0.0 0 0% 

Total 577 100% 21 100% 100% 

        (MHA Omniledger HM system: December 2020) 
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 Our Customers and Welfare Reform 

 Under occupation has had a low impact to date because of the policy of 

discretionary housing benefit payments administered by the City of Edinburgh 

Council and funded by the Scottish Government. The Scottish Government has 

been mitigating the bedroom tax since 2013 through funding Discretionary 

Housing Payments for those affected and has announced it intends to use its 

powers under the Scotland Act 2016 to abolish the bedroom tax for those on 

Universal Credit3.  

 Universal Credit (UC) was introduced for new claims in Edinburgh on 28 

November 2018.  At that point we had 11 tenants on Universal Credit which has 

now increased to 146 as at 31 December 2020.  At that date tenants on UC owed 

£41,627 in rent arrears (an increase from £29,401 total in 31 December 2019).   

 Around 40% of our income is currently provided by housing benefit entitlement or 

Universal Credits and paid directly to us by City of Edinburgh Council and 

Department of Work and Pensions.  

 The potential rent loss in from non-payment of these benefits is a clear threat to 

the viability of the organisation.  However, the threat of such a loss due to the 

ending of direct payments to landlords is unlikely now to materialise. The DWP will 

now accept requests from Landlords for managed payments, and with the new 

Scottish Flexibilities, tenants can ask to have their UC housing element paid 

directly to their Landlord. 

 Staff regularly attend Welfare Reform events and forums to get updates from the 

DWP and SFHA, to learn from the experience of other RSLs and Local Authorities 

and to share good practise.   

4.6.7 Given the positive rent payment culture amongst our current tenant base and the 

mitigation strategies of support and encouragement that we have put in place to 

manage this, it is very unlikely that the full threat would ever materialise. The 

Housing Team are knowledgeable and experienced in signposting tenants to 

appropriate local support agencies. That said, this will remain a key area for 

attention for MHA going forward.  We also provide a range of financial inclusion 

services and fuel energy advice for tenants which is outsourced through a fellow 

RSL. 

 Our Stock  

 MHA has 506 social rented units, 4 properties leased as Houses of Multiple 

Occupation (HMOs) and 60 mid-market properties giving a total stock of 570.  

Most of the stock is located within Muirhouse with just 19 units in neighbouring 

Drylaw and 1 HMO in Craigentinny.   

 
3 http://www.gov.scot/Publications/2017/06/6808/11 

 

http://www.gov.scot/Publications/2017/06/6808/11
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 4 of our properties are leased to Support Agencies as HMOs providing supported 

accommodation to adults with learning difficulties.  

 17 properties out of 510 are fully designed to meet the needs of wheelchair users, 

119 are classed as suitable for the amenity group and 374 are for general needs.  

Of the total stock, 52% is classed as barrier free with level access. Table 3 below 

shows how our stock has grown since our creation in 1992. 

Table 3 MHA Stock Profile and Breakdown  

 Phase 2apt 3apt 4apt 5apt + Total 

1994/95 1  8 30  9  4 51 

1995/96 2 34 20 26  4 84 

1997/98 3 33 30 33 12 108 

1999/00 4  8 16 11  1 36 

1999/00 5  6 14  4  0 24 

2000/01 6 10  8 36  2 56 

2000/01 7  4 11  4  2 21 

2001/02 8  2  8  2  3 15 

2002/03 9  0 15  0  0 15 

2002/03 10  1 17  0  0 18 

2001/02 11  0  3  0  0 3 

2004/05 12  0  0  7  6 13 

2014/15 13  3 41 

(20 Mid-

market) 

11 

(4 Mid-

market) 

 3 58 

2015/16 14 16 36  

(Mid-market) 

 8   4 64 

Mortgage 

to Rent 

   2   2 

Market 

Acquisition 

   1  1 2 

Totals  125 252 151 42 570 
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 On completion of our last phase of new build development in 2015, we had 

successfully completed 14 development projects in the area over our lifetime, all 

within budget and to target timescale. The last development ranked second in the 

Social Housing Category at the 2014 national Premier Guarantee Awards.  

 We see a return to new build provision to be in our medium term thinking when 

reflecting on current need in the area for more mixed tenure housing and given 

the numerous regeneration opportunities that exist locally. This is of course 

subject to proven demand, support of the City Council and other key stakeholders 

(lenders, SHR), the right opportunity and a sound business case. 

 Our Rents 

 Affordability of our housing product and related services is critical if we are to 

remain an attractive choice of landlord and to help our tenants weather the 

continuing difficult economy and the challenges of welfare reform. MHA make use 

of a rent affordability tool when discussing rents. This tool considers rent under 

25% as a percentage of income to be affordable. All scenarios presented to Board 

in December 2020 including various different household mixes and property types 

relevant to MHA were considered affordable according to this rent affordability 

tool. 

 MHA, typical with all Scottish RSLs has traditionally built our long-term financial 

planning assumptions based on annual inflationary increases on rents levels plus 

1%.  For several years now, the SHR has sent strong signals to the sector that all 

social landlords must consider tenants’ ability to pay rent over the long term in our 

business planning activities, as well as the need to demonstrate transparency on 

costs and a vigorous pursuit of value for money.  For this reason, we are 

increasing our rent for 2021-22 at 1.0% whilst increasing service charges at 

2.75%. Our current budget reflects an inflation only increase and we will consider 

affordability as well as value for money. 

 Table 4 sets out our rent levels for 2019-20 compared with housing associations 

which have stock nearby and the Council.  

Table 4 – 2019-20 Rent Level Comparison  

Average 
weekly rent 

MHA Manor 
Estates 

Port of 
Leith 

West Granton 
Co-op 

Dunedin 
Canmore 

Edinburgh 
Council 

1 bedroom 
 

£72.57 £104.75 £91.16 £71.37 £91.30 £89.07 

2 bedrooms 
 

£85.49 £95.91 £102.49 £81.87 £100.62 £101.68 

3 bedrooms 
 

£96.32 
 

£98.83 £112.94 £92.52 £110.76 £117.07 

4 bedrooms £109.91 
 

£120.61 £124.31 £112.71 
 

£117.74 £126.18 

Source:  Scottish Housing Regulator, Annual Return to the Charter 2019/20 
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 As can be seen, our tenants enjoy amongst the lowest rent levels for all apartment 

sizes. In considering the quality of our product and high standards of customer 

service we aim to provide; we remain confident that we can demonstrate that our 

homes and service are both affordable and provide value for money. This is 

supported by current and prospective customer feedback, demand for our homes 

and our performance in collecting rent and reletting properties. 

 Whilst we perform well in relation to our peers in the SHR Annual Return on the 

Charter (ARC), with 92% of our tenants thinking our rent and services represents 

good value for money (83% average for all RSL tenants 2018/19), we will continue 

to work hard to keep rents low and affordable, whilst still ensuring that we remain 

financially strong and viable in the long term and able to deliver on our 

commitments.   

 Asset Management  

 We completed a 3-year stock condition survey in 2020, and this report has given 

us information that will allow our assumptions on EESSH4 and SHQS5 to be more 

robust. This means that we have had 90% of our stock externally surveyed within 

the last 6 years.  

 We aim to achieve 100% compliance with EESSH and SHQS whilst ensuring that 

any works are done at a suitable pace and to a high standard.  We reported 100% 

of our properties meeting the EESSH to the ARC report 2019/20, and 99.8% 

meeting the SHQS. 

 Of our 570 units, the heating systems are as follows: 

• Gas Heating            490 (86%) 

• Electric Storage Heating  42 (7%) 

• Air Source Heat Pump  38 (7%) 

 During 2019/20, we fitted 69 new bathrooms and carried out external painting to 7 

communal blocks and 12 homes. In line with new changes to legalisation on 

smoke and heat detection that must be completed by February 2022, we started 

our programme to bring our properties up to the new standard, 80% complete at 

Mar-21.  Due to the COVID-19 pandemic during 2020/21, planned maintenance 

programmes were suspended and only essential works were carried out and 2 

new bathrooms were fitted during the year. 

 The stock condition survey includes estimated future expenditure for all stock over 

a 30-year period as part of our last Business Plan. Our assumptions have been 

reviewed since and updated to ensure they reflect the full component replacement 

costs of our stock. The revisions are reflected within the new 30-year financial 

forecasts in this Plan. 

 
4 The Energy Efficiency Standard for Social Housing (EESSH) aims to improve the energy efficiency of social housing in Scotland. 
5 The Scottish Housing Quality Standard (SHQS) is the Scottish Government's principal measure of housing quality in Scotland 
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 We use our asset management IT system to create our 3-year investment plans, 

allowing us to engage with tenants about what they can expect over this term. 

This also allows us to seek economies of scale by procuring bigger work 

packages. We will update tenants through our newsletter at least once a year on 

our programme of planned works. A new programme will be published for the next 

3 years from 2021/22 to year 2023/24. Our plan for 2021/22 will include a catch up 

on any works that were delayed or postponed due to the COVID-19 pandemic. 

These works will include painting in Muirhouse Green (even and odd numbers), 

Bank, Park, Terrace and Gardens. We will upgrade 19 Boilers and complete our 

smoke and heat detector programme.  

 As part of our Asset Management Strategy, we will overlay stock condition 

information against how our stock is performing, e.g. rent collection levels, 

tenancy turnover, demand etc. Our plan is to ensure our long-term investment 

decisions are made to create homes and improve areas where people want to 

live. We will ensure that our investment plans demonstrate that we can exceed the 

quality targets of the Regulator and Scottish Government.   

 The information obtained from the last Stock Condition Survey has allowed us to 

inform our Asset Management Strategy and Plan. This includes updating our 

standards in consultation with tenants and revising the ongoing investment 

requirement to incorporate into our delivery plans.  

 Having in place a robust modern procurement policy allows us to access 

procurement frameworks to deliver the services required and enable us to get 

good value for money services. This will also allow us to keep our performance 

high and in line with our benchmark peers. 

 The external environment of our homes and neighbourhood is being improved as 

part of our three-year investment plan including new bathrooms and 

internal/external painting. MHA has been a key driver in keeping the environment 

of our homes and neighbourhood in good condition and we have a good local and 

city-wide reputation for this. As well as our planned programme of works, during 

this year 2021/22 we will be procuring new painting, grounds maintenance and 

stair cleaning contracts. We will commence a new 5-year contract for our repairs, 

maintenance, and voids service on 1 April 2021.  

 Our Partners  

 We recognise the support of our tenants, especially those who are longstanding 

residents.  We actively encourage tenants to engage with us and help shape the 

services we deliver in terms of quality and range.  We are keen to work closely 

with our tenants and local resident groups and to actively support them as we 

drive positive change.  
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 We have an established Tenant Improvement Group who carry out scrutiny of our 

performance and services.  So far, this group has worked on 3 projects and 

reviewed our Void Lettable Standard, our Customer Service Policy and our 

Kitchen Refurbishment programme.  On all occasions the Tenant Improvement 

Group presented their findings to the MHA Board and made a series of 

recommendation.  All recommendations were approved, and our tenant scrutiny 

projects have been highly successful, leading to greater tenant involvement and 

improving our standard of our service. 

 We organise age and interest groups throughout the year. An annual event is the 

very popular pantomime trip, which is an opportunity for tenants and their families 

to socialise and for staff to build on our existing strong bonds with the community. 

Unfortunately, this event could not take place in 2020/21 due to the COVID-19 

pandemic and hopefully this will return in 2021/22. We provided funds for specific 

groups in Muirhouse Millennium Centre and North Edinburgh Arts Centre to 

support emergency responses in 2020-21 and will continue to support local 

schools and community groups in 2021-22.  

 Stakeholders in the local community include Muirhouse Millennium Centre, North 

Edinburgh Arts Centre, Community Renewal, Link Up and the City of Edinburgh 

Council’s Community Development staff.  MHA has directly funded and supported 

larger funding applications with these stakeholders to bring in activities, clubs and 

training opportunities to the community, prior to the COVID-19 pandemic and will 

look to continue this in 2021-22. When we carry out tenant surveys the results are 

shared with local stakeholders in order that service requirements can be 

considered and reviewed to meet demand.   

 The City of Edinburgh Council is a key stakeholder for MHA.  The Council are not 

only responsible for strategic direction of housing provision in the city but are also 

a major landlord.  They fund medical adaptations, housing grant and 

environmental improvements.  Partnership working at all levels within the Council 

is key to our future success.  We liaise with the Council locally through the 

Improving Muirhouse Group (IMG), the North West Locality meetings and the 

Edinburgh Affordable Housing Partnership Group.  The latter group having a 

strategic focus.  The Council also manages the common housing register for 

Edinburgh, of which MHA is a partner.   

 The Bank of Scotland is a major stakeholder as our sole funder, and they have 

been very supportive of MHA.  We have loan covenants that must be met, and 

these are kept under very strict review by our Board, and Audit and Risk 

Committee. The impact of non-compliance with the covenants being that loan 

margins could be reviewed, and perhaps even loans recalled. 
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 Our Performance – Benchmarking 

 We monitor our performance using the SHR published statistics as well as 3 

benchmarking groups.  We are members of Scottish Housing Network (SHN), 

HouseMark, and the Housing Exchange Group (HEX) which is an informal support 

group of local housing associations.  

 The prioritisation of filling any void properties quickly gives staff a pride in their 

role within the organisation as they are aware of the multiple benefits of low void 

rates and maximising rental income.   

 Another area of good performance is the non-technical (rent due excluding 

housing benefit) arrears levels achieved.  This highlights that staff are clearly 

monitoring rent collection and intervening early to support tenants to be able to 

pay their rent obligations  

 As part of our value for money considerations, we do buy in part time specialist 

services where appropriate, rather than employ our own staff where this makes 

sense.  Examples are on technical, internal audit services and financial inclusion 

services.  We will keep our services model under regular review and be open to 

opportunities to share services and consider other partnership avenues where 

they demonstrate that we can be more effective but still preserve all that is unique 

about MHA to our tenants. 
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 Table 5 Benchmarking Data 2019/20 

 

 

 Table 5 compares the performance of MHA in 2019/20 against the Scottish 

Average for all RSLs in Scotland. Due to the COVID-19 pandemic, the Scottish 

Average figures for 2019/20 are not yet available from SHR.  We will compare our 

performance figures for 2020/21 against the Scottish Averages and our 

benchmarking partners in 2021/22. 

Annual Return to the Charter submission 2019/20 with comparisons to previous years

 performance and Scottish Averages

Indicator NoDescription

MHA 

2016/17

MHA 

2017/18

MHA 

2018/19

MHA 

2019/20

Scottish 

Average 

2018/19 

(RSLs)

1 Satisfied with the overall service 90.5% 90.5% 90.5% 93.9% 90.9%

2 Satisfied being kept informed 94.3% 94.3% 94.3% 93.9% 93.4%

3 1st stage complaints responded to in full 100.0% 100.0% 100.0% 100.0% 98.9%

3 2nd stage complaints responded to in full 100.0% 100.0% n/a 100.0% 95.2%

5  Satisfied opportunities to participate 73.8% 73.8% 73.8% 80.5% 88.2%

6 Properties meeting Scottish Housing Quality Standard 100.0% 93.3% 99.8% 99.8% 93.8%

6 Properties meeting NHER  / SAP ratings 100.0% 100.0% 100.0% 100.0% 98.3%

7 Satisfied with quality of home 93.9% 93.9% 93.9% 94.2% 89.0%

8 Average hours to complete emergency repairs 5.59 2.13 1.72 1.93 3

9 Average days to complete non-emergency repairs 5.09 4.34 3.36 2.76 5

10 Reactive repairs completed right first time 95.0% 85.0% 95.4% 95.0% 92.7%

11 No of times gas safety requirements not met (Updated) n/a n/a n/a 0 n/a

12 Satisfied with repairs service 91.5% 95.5% 97.1% 90.3% 94.0%

13 Satisfied with contribution to mgt of neighbourhood (Updated) 87.9% 87.9% 87.9% 82.7% 88.0%

14 Tenancy offers refused 11.1% 6.3% 25.7% 21.2% 31.3%

15 ASB cases resolved (Updated) 100.0% 100.0% 96.3% 100.0% 89.4%

16a Sustainablity- existing tenants 100.0% 100.0% 88.9% 100.0% 93.3%

16b Sustainability - homeless applicants 100.0% 100.0% 100.0% 100.0% 89.8%

16c Sustainability -  housing list 100.0% 90.9% 92.9% 100.0% 87.8%

16d Sustainability - nominations 100.0% 100.0% 100.0% 96.0% 87.6%

16e Sustainability - others 0.0% 0.0% 0.0% 0.0% 82.1%

17 % of lettable houses that became vacant 4.7% 5.9% 5.1% 4.9% 8.7%

19 No of households waiting for adaptations (New) n/a n/a n/a 0 n/a

20 Total cost of adaptations by source of funding (New) n/a n/a n/a £10,633.32 n/a

21 Average days to complete medical adaptations (Updated) 66.33 56.30 41.33 24.10 58.80

22 Court actions for rent arrears resulting in eviction 14.3% 0.0% 25.0% 0.0% 24.3%

22 Court actions for anti-social behaviour resulting in eviction 0.0% 0.0% 0.0% 0.0% 2.9%

22 Court actions for eviction for other reasons 0.0% 0.0% 0.0% 0.0% 0.6%

22 Court actions initiated which resulted in eviction 14.3% 0.0% 25.0% 0.0% 27.8%

23 % of homeles referrals which result in a let (New) n/a n/a n/a 58.3% n/a

25 Satisfaction property represents good value for money 86.1% 86.1% 86.1% 91.7% 83.0%

26 Rent collected as percentage of total rent due 100.7% 100.6% 100.2% 99.6% 99.5%

27 Gross rent arrears as a percentage of rent due (Updated) 2.11% 2.36% 2.78% 2.84% 4.10%

18 Rent due lost through properties being empty (Updated) 0.03% 0.04% 0.06% 0.09% 0.80%

30 Average calendar days to re-let properties (Updated) 3.04 2.67 4.36 7.60 27.8

C5 weekly rent increase to be applied next year 1.9% 2.0% 2.0% 1.9% 3.0%

C7 Former tenant rent arrears written off 6.6% 19.7% 67.1% 4.6% 44.9%

C10 Properties meeting the EESSH 98.60% 96.60% 100% 100% 88.5
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 Helping customers to be able to happily stay and pay for their homes remains a 

top priority for MHA and MH4.  For MHA, we continue to provide flexible support 

to new tenants to help them settle in their new home. This is funded by our 

Tenancy Sustainment budget and can pay for things like essential furniture, 

carpeting, white goods where the tenants cannot afford these or access other 

mainstream funding or voluntary help.  We have made annual budget provision to 

continue this support in 2021/22.   

 We aim to increase our tenants’ involvement in making decisions about their   

homes, our services and the area they live in as detailed in our Tenant 

Participation Strategy. We will identify more opportunities for participation and 

ways for tenants to become involved. We will continue to work with our tenants to 

develop scrutiny of our performance with support from the Tenants Information 

Service. 

 Analysis of our Operating Environment 

 In this section of the plan, we consider current or future issues in our external 

operating environment and what implications they might have for the organisation.  

We also look internally at our strengths and weaknesses and consider how these 

can, as appropriate, be built upon and/ or improved. Finally, we review the risks 

we face and consider how best to address these in terms of being able to avoid, 

mitigate or manage each key risk. The aim is to align the organisation to the 

changing environment to manage threats and take advantage of opportunities that 

further our Strategic Objectives.  
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  Table 6 – Political, Economic, Social and Technological (PEST) analysis 

 

 

 

 

 

 

 

 

Political  Social  

• Welfare Reform 

• SHQS & EESSH2 

• SHR Regulatory Framework 

• BREXIT implications 

• Living wage  

• Increased HAG levels  

• Procurement Regulations  

• General Data Protection Regulations 

• Office of National Statistics 
reclassification  

• Freedom of Information Act 

• Housing Scotland Act 2014 

• Complex government structure 
(national/local) and further devolution 
of power 

• Access to land/planning issues 

• Demographic change 

• Growth of older & very old population 

• Pressures on services from inward 
migration 

• Rising consumer expectations 

• Reputation of neighbourhood 

• Need for greater partnership working (cuts 
will drive the need for joint working, 
consolidation) 

• Growth in local competition, particularly with 
new HAG rates 

• Unmet demand for social and affordable 
housing 

• Development opportunities 

• Local Regeneration Plans 

• Growth in Edinburgh as fastest growing 
urban area in Scotland 

  
Economic Technological 

• Deflation leading to recession 

• Austerity cuts (UK, Scottish 
Government and impact on Council 
funding) 

• Unemployment 

• Inequality and poverty 

• SHAPS 2021 triennial pension 
valuation  

• Rising interest rates  

• House price inflation 

• Climate change 

• Rising energy prices 

• High cost of land values in Edinburgh 

• Availability of funding 

• Long-term impact of COVID-19 

• ICT requirements for on-line service 

• Digital Inclusion 

• Innovations in energy efficiency 

• Improved performance management 
systems 

• Increased use of mobile technology & social 
media 

• Electronic fraud risk 
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 Political  

 Following the 2017 snap general election, the Conservative Government lost their 

majority but however confirmed that the austerity programme would be 

continued. For example Government spending reductions planned for the period 

2017–2020 are consistent with some departments, such as the Department for 

Work and Pensions experiencing funding reductions of approximately 40% in real 

terms over the decade 2010–2020.  

 Whilst the Scottish Government is committed to mitigating the changes for those 

most in need in Scotland, welfare reform will impact on the poorest in society who 

will commonly be social housing tenants. We must therefore ensure that we fully 

understand our tenant base and their changing needs and help them prepare for 

the future including how they will pay for their rent.  This will be our top priority 

going forward and is included within our plans to achieve our Strategic Objective 1 

– Enhance our Housing Service. 

 In October 2017, the Department of Communities and Local Government (DCLG) 

announced ‘increases to social housing rents limited to Consumer Price Index 

(CPI) plus 1% for 5 years from 2020. This is on the back of the summer budget of 

2015, where the UK Chancellor announced plans to reduce rents in social housing 

in England by 1% for 4 years. Whilst rent policy in the social rented sector is a 

devolved matter in Scotland, any change in thinking about rent policy would be a 

major concern to the viability of any housing association. The risk associated with 

this is anticipated to be low at this stage, but a potential rent reduction has been 

considered in sensitivity testing of our financial cash flows, see Appendix 9 

Sensitivity Analysis. 

 In terms of our physical assets, we are working towards compliance with the 

Energy Efficiency Standard for Social Housing (EESSH) which aims to improve 

the energy efficiency of social housing in Scotland by 2020. Our investment plans 

and financial projections are updated along with our programme of planned works 

which enabled us to achieve EESSH. We continue to work towards being 100% 

compliant, and to work towards the EESSH2 target.  

 Performance of the SHAPS pension scheme is a key risk factor for housing 

association members and an area that is closely monitored by SHR. The triennial 

actuarial valuation for September 2018 resulted in a pension asset for MHA, 

rather than a liability, and a decrease in the repayment period of deficit 

contributions to five years (2021 triennial valuation is expected by the end of 

2022).  The outlook for the scheme remains challenging and the impacts are 

reflected in our draft budget and business plan.  Whilst MHA liabilities are 

sufficiently contained in our financial forecasts, SHAPS have recently provided an 

individual DB liability for each member organisation and this amount is included in 

the balance sheet. The DB scheme has been closed to employees; all employees 

are currently members of SHAPS DC Scheme. 

https://en.wikipedia.org/wiki/United_Kingdom_general_election,_2017
https://en.wikipedia.org/wiki/Department_for_Work_and_Pensions
https://en.wikipedia.org/wiki/Department_for_Work_and_Pensions
https://en.wikipedia.org/wiki/Real_terms
https://en.wikipedia.org/wiki/Real_terms
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 Following the UK’s exit from the European Union, the impact is yet unclear e.g. 

outlook for the economy, migration levels (recent figures to June 2017 report a fall 

in net migration by nearly a third to 230,000) and the impacts on demand and 

services, procurements arrangements to name a few. This is a key risk on MHA's 

risk register. Responses will be planned accordingly as more information is 

confirmed prior to the date of exit.  

 The General Data Protection Regulations came into effect in May 2018 and we 

have made subsequent changes to how we process and keep information to 

comply with the legislation. Breaching the regulations may result in increased 

fines and as the new regulations are largely put in place to protect the individual, 

we can expect an increase in the administrative resources required to comply with 

legislation.   

 The Office for National Statistics changed the classification of Housing 

Associations to public bodies from November 2019 and we then became subject 

to the Freedom of Information (Scotland) Act 2002.  In line with the legislation, we 

appointed a Data Protection Officer, issued a Publication Scheme and Guide to 

Information, and produced a leaflet for our tenants on ‘Your Right to Know’ While 

we welcome openness and transparency, we must acknowledge the pressure this 

adds on smaller associations such as MHA to ensure published information is 

kept up to date and relevant.  

 Economic 

 The economic outlook is still shaped by the austerity agenda, however the 

uncertainty of the long-term impact of COVID-19 on the UK’s growth and 

unemployment and the subsequent effect on the Association and its tenants is 

unknown at this time. UK inflation and interest rates have decreased during 

2020/21 have been incorporated in the assumptions and future financial planning. 

Edinburgh is the fastest growing urban area in Scotland, with a population 

increase of 80,000 people expected by 2030. An estimated 46,000 homes are 

required to meet this population growth. 

Source; Edinburgh city council, strategic housing improvement plan 2018 

 House prices, whilst variable around the country are far ahead of income growth, 

particularly in Edinburgh.  This means the demand for social and mid-market 

housing is going to remain very strong and will likely increase.   

 The long-term impact of COVID-19 and spending cuts will increase the pressure 

on public and voluntary services creating increasing pressure on local projects 

and their future sustainability.  This puts MHA and other housing providers under 

added pressure to support services no longer funded by the state.  However, it 

does create the opportunity to work with the City of Edinburgh Council and the 

host of local voluntary projects. As part of MHA’s community development, we will 

look to take a lead on creating complementary services and to drive out 

duplication of efforts.  
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 Climate change happens imperceptibly but remorselessly and shifts in energy 

usage and costing are inevitable. These will continue to increase demands for 

improvements to insulation standards and fuel poverty advice. 

 Access to affordable funding is a critical challenge particularly given the current 

uncertainty and recent interest rate increases. This places further stresses on the 

already stretched public resources. Both the availability and purchase costs of 

land remain a permanent challenge in Edinburgh and the upward trends reflects 

the vibrancy of the local economy. 

 Social  

 The big social challenge going forward for MHA as for the whole of society is the 

changing demographic landscape.  This has several implications. Firstly, the 

customer base will get older and generate new demands as the NHS changes its 

models of care with a greater emphasis on keeping people at home. The long-

term impact of COVID-19 is an unknown factor in how the NHS will change in the 

future. We will need to consider developing new relationships with health and 

voluntary agencies and what new services are required to support people to stay 

in their homes.  

 In parallel with shifts in the customer profile, it is likely that over the next 10 years 

a significant proportion of the most experienced housing staff will retire. 

Succession planning will become much more important as time goes by.   

 City of Edinburgh Council (CEC) is well advanced in leading the successful 

regeneration of Muirhouse and surrounding communities.  In its strategic plan, 

CEC have articulated the importance of more house building in all tenures and it 

will look for capable providers to step into the delivery space. MHA will look for 

opportunities to work in conjunction with CEC (and other partners) in the provision 

of new build homes and maintaining and refurbishing existing stock.  

 Technological 

 Customer behaviour in engaging with service provision has changed dramatically 

over the past decade.  More and more simple transactions (paying rent etc.) are 

being handled online with people of all ages using an array of IT devices and 

happy to do business in this way. Accessible phone contact can handle more 

complex issues, but there is still a place and a need for face to face contact on 

complex queries/ needs. This shift in the channels by which modern consumers 

engage means that MHA and businesses like us must adapt our approach, 

including the remote working and client interaction that the Association, staff and 

tenants have had to utilise during the COVID-19 pandemic. 
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 We continue to widen our online offering to engage with our customers through 

mobile devices and new online platforms. New technology requires ongoing 

development and training for the staff team to be comfortable and adept at using 

this resource. With the ever-increasing pace of change in modern technology, this 

requires continues investment in both time and money to maintain a high standard 

of equipment. 

 As well as rethinking how we offer services, we are aware that social tenants are 

still the most digitally excluded in society. Despite this, more and more public and 

commercial services are being designed as “digital by default” including the 

Universal Credit system on which so many of our tenants will rely on going 

forward. There are also the proven benefits of being able to access services 

online to get cheaper products and service, to learn and to access jobs and 

training. We therefore must make sure we play our part to make it easier for 

tenants to get online confidently to engage and carry out business with us and 

others. 

 We continue to evaluate the threats posed by technology. Cybercrime is 

increasing and the damages of cyber fraud or crime can be detrimental for a small 

business. Based on statistics, nearly 50% of small/micro businesses will 

experience cyber-attacks and the likelihood is greater for business that hold 

personal information6. Ongoing training of staff and raised awareness of new 

threats can help prevent this alongside our continued investment in digital security 

across all our platforms. 

  

 
6 Department for Culture, Media and Sport Cyber Security Breaches Survey 2017 
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 Table 7 - MHA Strengths, Weaknesses, Opportunities and Threats (SWOT) 

analysis 

Strengths Weaknesses 
 
 1. Community based, local knowledge  
 2. Experienced, committed, professional staff 
     team 
 3. Flat, empowered staff structure 
 4. Professional and renewed Board of 
    Management   
 5. Competitive rent levels  
 6. Financial strength  
 7. Strong customer loyalty to the MHA brand 
 8. High Tenant Satisfaction Survey results  
 9. Good relationships with local politicians 
10. High demand for housing and low turnover  
11. Strong asset base as majority of stock is new 
     and modernised  
12. No SHQS failures or expected EEESH failures 
      that cannot be managed  
13. Comprehensive planned programmes informed 
      by stock condition survey 
14. Internal & external Audit service in place 
15. Low engagement status 
16. Consistent business excellence performance 
17. Investors in People accreditation  
18. Strong relationship with customers 
19. Provision of support services  
20. Beneficial Professional Networks 

 

 
1. Office Facilities  
2. Small staffing team/skills gap requires use of 
    external agencies for some services.  
 
 

 

Opportunities Threats 
 
1. MH4 business development in property letting, 

or other social enterprise 
2. Play a lead role in delivering community  

development activity - housing support, social 
enterprise,  

3. Work with CEC on neighbourhood management 
 issues  

4. Online services and digital inclusion 
5. Explore joint working opportunities with other 

local RSLs 
6. To create employment and training opportunities 

for local residents through MHA or wider 
partnerships 

7. Maximise financial surpluses in MH4 to gift aid to 
MHA and support community development 
activity 

8. Improve performance through new staffing 
structure and staff empowerment 

9. Pursue external quality accreditation (EFQM, 
CSE) 

10. Innovations in energy efficiency 
11. Attract new members to the Boards/ Committees 

(tenant, stakeholder and professional reps) 
12. Strong business plan 

13. Use of new technology 

 
1. Impact of welfare reform and increased rent arrears  
2. Council budgets cuts and impacts on funding to 
    services, local projects and possible council tax 
    increases 
3. Electronic Fraud / cyber crime 
4. Failure of MH4 Subsidiary  
5. CEC creating over supply of Mid-market properties   
6. New build stock impact on demand for older stock  
7. Ongoing compliance with 2020 Energy Efficiency 
   Standard  
8. Board and/ or staff departures 
9. Changes in building regulations/ standards 
10. Diverse tenant base – increase in support needs, 
      accessible housing and migration   
11. Failure of our IT system/ IT hacking 
12. Interest rates increasing 
13. Land cost / access in the area 
14. Long term impact of Covid-19 
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 Strengths 

 MHA’s biggest strength is our local focus.  The stock is within a very limited 

geographical area.  Our staff know our customers well and have built up good, 

trusted relationships and solid performance on most key indicators.  Rent levels 

compare very well with other competitors and we see strong brand loyalty 

amongst existing customers and high demand for our products both in MHA and 

in MH4.  

 In addition to this, MHA’s basic economics are sound with good foundations, 

strong cash flows and good profitability in the short, medium and long term.  

 MHA has a Board with a good mix of skills, experience and local knowledge that 

provides good leadership, direction and challenge alongside the senior officers. 

The performance of staff has resulted in IIP accreditation and is monitored via 

benchmarking against comparable organisations. 

 Weaknesses 

 The core weakness is that as a smaller housing association, there is a small 

staffing team which results in skill gaps being supplemented by external agencies.  

 The resignation of 3 members of staff including the Chief Executive have caused 

other staff members to take on more responsibilities. MHA has advertised for 

another member of staff for Compliance and Government Manager to undertake 

the tasks which will alleviate the impact on current staff members. The recruitment 

of an accountancy firm to complete management accounts will reduce the impact 

of increased workload to Finance & Corporate Services Manager who has been 

appointed interim Chief Executive for a period until the Options Appraisal is 

completed in the summer of 2021 prior to the recruitment of a new Chief 

Executive. 

 Board and senior management team are aware of the workload pressures on all 

staff and will continue to monitor staffing levels and the Staffing Sub-Committee 

will follow up on IIP recommendations during the year as part of achieving 

Strategic Objective 5 – Support the Team.   

 Opportunities 

 At a local level, significant amounts of investment are being made by City of 

Edinburgh Council in the Muirhouse area on both housing and wider regeneration.  

There are clear opportunities for MHA to pursue to play a greater collaborative 

part in improving the area and life opportunities for the people of Muirhouse. 

 This includes exploring what more we can do through our MH4 subsidiary to 

explore local business opportunities with any resultant profits being recycled into 

MHA, the charity for the greater good of our tenants. This can be achieved by 

supporting local social enterprises and embedding MHA’s Community Chest Fund 

and our community development strategy into the Muirhouse psyche. 
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 A key priority going forward is to continually improve. There are clear opportunities 

in the future for MHA to consider embarking on formal excellence accreditations 

paths to test our approach to quality, be it around our customers (Customer 

Service Excellence - CSE) or across the whole gamut of excellence (Quality 

Scotland/ European Foundation for Quality Management).  

 Threats 

 Key issues include the impact of welfare reform, with the implementation of 

Universal Credit and full migration from existing benefits to Universal Credit due to 

take place by December 2023, as well as the austerity impact on CEC, local 

funding etc. The impact of Brexit, and other political changes, as well as the long-

term impact of COVID-19 on the customer base and MHA will be monitored. 

 We also have to consider the current Board and staff profiles and consider 

succession planning and the future of MHA. This includes the development of 

MH4 amid the growing competition in the Mid-Market Rent sector. 

 We, like every other modern business have a huge reliance on IT for effective 

operations but are at risk of service disruptions / failure and must protect the data 

we hold and manage. We have made progress on changing to more mobile 

devices and increase our arrangements for IT safety and resilience, but it is vital 

that we continue to consider the safety needed to protect our data when data is 

being handled both in and outside our premises. 

 Risk Analysis 

 Risk is present throughout both MHA and MH4, in our buildings, equipment, 

policies, systems, processes, staff, tenants and visitors.  We recognise that the 

management of risk is vital to our success and resilience.  It must be an integral 

part of all the functions and activities of the organisation. 

 We have created a Risk Management Policy to develop a consistent approach 

towards risk across the organisation. This outlines processes for recognising, 

analysing and dealing with risks as well as assuring the effectiveness of the 

identified processes.  In addition, risk management should actively support the 

achievement of our agreed objectives and not simply to avoid risk.   

 Our approach to risk management is designed to enable us to minimise the 

frequency and effect of adverse incidents arising from risks and to identify 

improvements in procedures and service delivery in order to ensure the efficient 

and effective use of funds. 

 Risk management extends to the culture, processes and organisational structures, 

which contribute to the effective management of potential opportunities, threats 

and adverse incidents. 
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 Risk management is an integral part of our strategic planning and decision-making 

processes.  For new initiatives and projects, risk analysis will also be used to 

inform our decision-making process.  Where there are issues arising or near 

misses, risk management processes may be used as a means of understanding 

lessons learned. 

 We promote the integration of risk management in the governance and 

management of our business. Risk management flows through our business at 

both strategic and operational levels. 

 Table 10 shows a sample of the Key Risk Analysis capturing the strategic risks 

presently facing MHA, the action we have taken to mitigate them and the further 

action we will take to manage them. We have also evaluated the level of risk in 

terms of likelihood and severity in accordance with our Risk Management policy. 

 An overview of the principal high-level strategic and operational risks is also 

summarised in Appendix 2 (table 1). Table 2 of Appendix 2 shows a heat map 

showing the prioritisation of risks for action as well as a summary and explanation 

of the risk evaluation framework used.  

Table 8 – Sample Risk Sheet (details and analysis) 
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 Strategic Objectives 

 Strategic Analysis  

 Having reflected on our mission, vision and values, and reviewed our customers, 

physical assets, performance, stakeholder expectations, and scanned our 

external/ internal environment and the key risks we face, we now bring all these 

elements together to detail our strategic objectives. 

 Strategic Mapping 

 By using the strategic analysis tool of a TOWS Matrix (shown in Appendix 3), we 

are able to clearly map the key threats, opportunities, weaknesses and strengths 

and as a result, form a set of interlinked strategic objectives.  These fully reflect 

the opportunities and threats in the evolving external environment in which we 

operate and the current internal strengths, weaknesses of the organisation.  

 Our Strategic Objectives 

• Objective 1 – Enhance our Housing Service 
 

We will strive to improve the impressive levels of performance that we currently 
achieve against the performance indicators of the Annual Return of the Charter 
(ARC).  We will aim to achieve our ambitious targets in 2021/22 and beyond to drive 
this level of high performance, continuous improvement and excellent customer 
service. 

We will embed our Tenant Participation Strategy to reflect current sector best 
practice ensuring tenant scrutiny of our service is a key feature. We recognise the 
value and necessity of this input in successfully shaping our business and service. 

We will pay close attention to what our tenants think of our service and what they 
want from us now and in the future.  This will allow us to review our strategic and 
operational plans and adjust them in the future where appropriate to reflect tenant 
feedback. We will develop our plans in line with our tenants’ views captured in our 
last large-scale tenant’s satisfaction survey completed in November 2019. 

• Objective 2 - Enhance our Housing Quality  

Effective management of our physical homes will always be our core business.  In 

2021/22, we will deliver on year 1 of our 3-year Investment Plan 2022-2024. We 

will continue our planned painting works to external buildings and internal 

communal areas to maintain our properties and enhance the local area. 

We will develop positive working relationships with new contractors to continue to 

our excellent customer service and improve our operational efficiencies. 

Tenants’ health & safety is of highest importance. We will continue to improve our 

reporting to Board, staff and tenants to ensure we are communicating effectively 

and demonstrating our dedication to tenants, their homes and wellbeing. 
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• Objective 3 – Maintain our Financial Sustainability  
 

We will maintain the solid financial base of the organisation now and in the future. 
We recognise the need to achieve excellent services and value for money. 
However, we are also acutely aware of the requirements to ensure affordability of 
rent levels.  
 
Independent validation of our current Business plan, 30 year plans and 
assumptions will be carried out to provide assurance that financial projections 
remain reasonable. 
 
We will review of our current Treasury Management position and consider how we 
can improve on this, to ensure Value for Money is being obtained. 
 
We are aware of upcoming legislation change regarding EESSH2 which will be a 
mainstay of providing greener homes to meet Scotland’s ambitious climate change 
and zero carbon targets. Staff will work with external consultants to assess the 
works required and develop the future plans of the Association. 

 

• Objective 4 – Strengthen our Governance 

We recognise the importance of the Association, Board and staff being fit for 

purpose and we will carry out a Strategic Options Appraisal in 2021/22 prior to the 

recruitment of a permanent Chief Executive. 

We will carry out a review of our policy and procedures to ensure that the 

governance and operational aspects of the Association continue to meet current 

best practice. 

We will implement the action plan improvements highlighted from the Annual 

Assurance Statement process carried out in 2020/21. 

• Objective 5 – Support our Team  
 

We recognise the vital importance of strong and visionary leadership from the Board 
and senior team to develop our staff to be the best they can be.  In 2021/22, we will 
build on this continuing our annual performance evaluations in line with our 
Performance Management Policy to ensure all parties understand the vision, 
values, strategic direction and delivery commitments of the organisation and their 
part in achieving same.  
 
We will implement an action plan based on recommendations from IIP 
reaccreditation gained in November 2020 and lessons learned from staff survey 
carried out in July 2020. 
 
We will carry out regular Board, including both MHA and its subsidiary MH4, and 
staff events to strengthen the working relationship and effectiveness of both Board 
and staff.  
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• Objective 6 – Strengthen our Community Partnerships  

We want to be a significant force for positive change and improved life 

opportunities for those who live in our community.  Since inception, this has been 

the raison d'être for MHA.  We will continue to work with customers, the 

community, local politicians and key public and voluntary sector partners to 

articulate what this will mean going forward. 

We will utilise our membership of ARCHIE to provide the most benefit to tenants 

through shared services arrangements with other RSLs and partners. 

We will continue with our support for community projects via our ‘Community 

Chest Fund’. As part of our commitment to community development we will 

explore being able to offer support to encourage community ventures. 

We aim to support and fund projects and programmes which support the following 

themes: 

• Improving the Neighbourhood and Environment 

• Strengthening the Community 

• Increasing Wealth and Opportunities 

• Boosting Health and Wellbeing 

• Supporting Children and Young People 

 Financial Analysis 

 Resources 

 The achievement of our strategic objectives requires the ability to understand and 

control costs. This is important to maintain an affordable rent structure, invest in 

the development of the business and have the strength and flexibility to adapt to 

external challenge. Achieving this is vital if we are to fulfill our purpose and make 

a difference in the community. 

 Our long-term financial forecasts include comprehensive scenario planning and 

stress testing, assessing the impact of different assumptions and identifying 

alternative strategies. 

 A key priority is understanding and adapting to the challenge of welfare reform 

and the long-term impact of Covid-19.  The potential for an increase in bad debt 

continues to present a significant and serious financial challenge. 

 We will ensure that our financial forecasts have the headroom to meet external 

challenges, achieve loan covenant compliance and deliver the services to support 

tenants and sustain tenancies. 
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 A key priority is to maintain affordable rents and limit rent increases. Value for 

money is very important and an essential consideration in every decision 

regarding procurement, resources and services. Accordingly, we will keep value 

for money and improving existing services as prerequisites of any growth/ 

innovation plans that we develop for both MHA and MH4. 

 A separate Business Plan has been produced for MH4 setting out its aims and 

objectives and financial projections. This is attached at Appendix 6.  The plan 

continues to look reasonably healthy and has been developed using a prudent set 

of assumptions.  Having said this, the impact of a failure of MH4 has been 

modeled as part of this business planning process.  A scenario of declining 

demand and the need to switch to affordable rents has been considered as set out 

in Appendix 7.  Whilst the scenario involves a significant loss, it does not threaten 

the viability of MHA as parent. 

 The Long Term View 

 As a property business with 570 houses to maintain over the long term and a 

significant portfolio of long-term borrowing, MHA needs a robust business plan 

underpinned by a 30-year financial model. This provides reassurance to the 

Board, SHR and lenders that we can meet our long-term maintenance and debt 

repayment obligations. At Appendix 8 is a summary of the output from our 30-year 

financial forecasts. 

 Whilst we cannot expect to be precise over such a period of time, it is sensible to 

make forward projections based on realistic assumptions of likely trends and build 

in contingency where possible. 

 A key element to the foundations of such a model is a set of realistic cost 

assumptions. Clearly the budget provides a starting point for this based on current 

experience of actual costs across the organisation.  

 A second key element is the assumptions on how costs are likely to increase over the 
lifetime of the plan. Clearly, inflation needs to be taken into account, but also 
differential real cost increases need to be considered. The following table sets out the 
key assumptions used in this business plan followed by some commentary on the 
rationale for their use. 

Table 9 Business Plan Assumptions 
 

Year 1 2 3 4 5 11-30 

Assumption 2021/22 2022/23 2023/24 2024/25 2025/26 2050/51 
 Inflation (CPI) 0.7% 0.5% 1.5% 2.0% 2.0% 2.0% 

 Inflation (RPI) 1.3% 1.5% 2.5% 3.0% 3.0% 3.0% 

 Voids 1.0% 1.0% 1.5% 2.0% 2.5% 3.0% 

 Bad Debts 1.5% 2.5% 3.5% 4.5% 5.0% 5.0% 

 Service Charge 2.75% 1.0% 1.0% 1.0% 1.0% 1.0% 

 Rent Increase 1.0% 0.5% 1.5% 2.0% 2.0% 3.0% 

 Base Rate 0.1% 0.25% 0.75% 1.25% 1.75% Rising to max  
of 6.0% 
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 Clearly, any predictions about the future have to be treated with care. However, 

our belief is the above assumptions are prudently realistic.  The figure for inflation 

will clearly have a big impact on the plan but from the sensitivities that have been 

run, any significant increase has a positive impact on the business plan given that 

the income figure is significantly larger than the various cost figures.   

 The assumptions on voids and bad debts start from a higher figure than we 

currently experience.  Within 5 years the figures have increased to 2.5% and 5% 

respectively which means a cash loss of nearly 7.5%.  Given current performance 

and the projected increasing demand pressures on social housing, and despite 

the potential long-term impact of COVID-19, it is difficult to imagine that such an 

increase could materialise without mitigating action being taken.  

 The rent increase assumption is in line with current policy and starts from a 

competitive position with MHA rents lower in absolute terms than comparable 

rents in the area. 

 The most significant of the above assumptions have been subject to stress testing 

to see where the greatest exposure to risk exists.  The results of this can be seen 

in Appendix 8 on Sensitivity Analysis. 

 Finally, given the nature of the assets of the business (physical stock), a long-term 

investment plan needs to be factored in to take account of the cyclical nature of 

maintenance costs.  We have carried out detailed stock surveys to ensure in-

depth knowledge of the assets and the findings of these surveys are reflected in 

this updated Business Plan.  

 MHA does not have any system-built stock. Furthermore, all our existing stock 

was either newly built within the past 25 years or refurbished to an “as new” 

standard 25 years ago. The data from previous stock condition surveys combined 

with the regular surveys provides assurance that a robust knowledge of the 

condition of the stock exists. 

 In brief, the 30-year accounts summarised in Appendix 8 show a healthy 

business.  Net surpluses are at an average figure of around £299k per annum in 

the first 5 years of the plan, then decrease to an average figure of over £242k per 

annum in the next 5 years.  Net surpluses for the subsequent 10 years increase to 

an average of £360k and finally, £483k per annum average for the last ten years 

of the plan. 

 The Balance sheet has long-term loans decreasing every year until an increase in 

2025 resulting in the existing loan balance reducing to £3.8m by year 2051.  The 

positive net profits mentioned above translate into an increasing reserves position 

moving from an opening balance of £6.6m to £17.8m by year 30. 
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 These are robust figures based upon a set of prudent assumptions.  They indicate 

that the organisation has a substantial degree of financial resilience and whilst this 

might well be tested over the coming 30 years, we start from a financially sound 

base. 

 Medium Term View 

 Table 10 below sets out the position over the next five years in relation to income 

and expenditure.  This shows that even with the prudent assumptions on voids, 

bad debts and interest rates, the net surplus over the 5 years never falls below 

£200k or 6% of turnover.  The operating margin starts at a healthy 17% and rises 

to 21% before decreasing to 16% in year 4 as rent increases continue to be in line 

with inflation (CPI).  

Table 10 Income and Expenditure Five Year Forward View 2022 - 2026 
 

 2022 2023  2024 2025 2026 Total 

 £’000 £’000 £’000 £’000 £’000 £’000 
 Income 3,288 3,305 3,349 3,395 3,442 16,779 

 Expenditure (2,725) (2,605) (2,651) (2,840) (2,820) (13,641) 

 Net income 563 700 698 555 622        3,138 

 Operating margin 17.1% 21.2% 20.8% 16.3% 18.1% 18.7% 

 Net interest payable (304) (292) (297) (318) (312) (1,523) 

(Loss)Gain on Pensions (59) (60) - - - (119) 

 Surplus 200 348 401 237 310 1,496 

 Net margin 6% 10.5% 12% 7% 9% 8.9% 

 

 Turning now to the balance sheet, as in Table 11 below, this shows a decrease in 

property assets due to depreciation being in excess of component replacements. 

Grant decreases throughout the 5 years due to amortisation.  There is no further 

development included in the 30-year projections.  Cash remains strong throughout 

the period with the lowest holding in 2022/23 at £2.0m.  Loans outstanding start to 

decline from year one figure of £8.3m to £6.8m by 2025. An increase to £8.9m is 

anticipated by the end of the financial year in 2025 as part of refinancing to fund a 

bullet repayment in the 2nd quarter of 2025-26. Current loan balance is held in 

55% fixed and 45% variable interest rate loans, this split complies with MHA’s 

Treasury Management Policy.  At the same time reserves increase over this 

period from £6.8m to £8.1m. 
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Table 11 Balance Sheet 
 

 2022 2023 2024 2025 2026 

£’000 £’000 £’000 £’000 £’000 

 Property 26,733 26,325 25,557 25,286       24,769 

 Cash   2,091  2,034   2,387   3,781  2,061 

 Other Assets/(Liabilities)     70      63      44      28      16 

 Loans (8,325)  (7,962) (7,586)   (8,914) (6,815) 

 Grant      (13,744)      (13,286)      (12,827) (12,369)     (11,910) 

 Pension Liability    -   -    -      -    - 

 Net Assets 6,825 7,174 7,575   7,812 8,121 

      

 Reserves 6,825 7,174 7,575  7,812 8,121 

 

 Table 12 below provides projected cash flow figures for the five years to 31 March 

2026; it shows that the balance of cash never falls below £2.034m and indeed in 

only in years 2 & 5 is the net cash flow for the year negative. From year 1 the cash 

balance starts to follow an upward trajectory arriving at a positive cash balance of 

£3.8m by 2025 and decreasing to £2.1m in 2026 due to the repayment of a loan 

bullet repayment in the 2nd quarter of 2025-26. 

Table 12 Five-Year Cash Flow 
  

2022 2023 2024 2025 2026 Total  
£’000 £’000 £’000 £’000 £’000 £’000       

 

Surplus for the period 200 348         401        237 310 1,496       
 

 Add back depreciation       947        952        953       966        974 4,792 

 Add back amortisation     (458)      (458)      (458)      (458)      (458)   (2,290)       
 

 Mvmnt in debtors/creditors         (6)         14           9           7           4 28       
 

 Loan received            -                -                -         2,100            - 2,100 

       

 Capital element of loan 
 repayments 

    (349)       (362)       (377)       (771)     (2,099)   (3,958) 

      
 

 Component replacements     (278)       (531)       (175)       (687)       (451)   (2,122)       
 

 Other fixed asset additions           -          (20)             -                -               -  (20)       
 

 Net cash flow for the year        56         (57)         353      1,394     (1,720) 26       
 

 Balance brought forward    2,035      2,091      2,034      2,387      3,781 2,035       
 

 Balance carried forward    2,091      2,034      2,387      3,781      2,061 2,061 
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 As might be expected the above figures provide significant comfort in relation to 

the key loan covenants of gearing and interest cover. Table 13 below summarises 

the position over the next 5 years.  This shows that in relation to gearing where 

the maximum level acceptable is 45% the closest MHA gets to that is 32% in year 

1.  The risk then decreases with gearing at 23% in 2026. 

 In relation to interest cover the position is much stronger with a minimum covenant 

requirement of 110% whilst the minimum projected cover is 330% in year 2026. 

Table 13 Loan Covenants 
 

 
 
7.3.6 A continued risk area in MHA’s business is its mid-market rent subsidiary Muirhouse 

Homes Ltd (MH4).  Consideration has been given to the risk this creates for MHA 
and in Appendix 7 a scenario has been run to consider the potential impact on the 
parent of a failure of the mid-market rent initiative.  

 In summary, whilst the scenario does have a negative impact on the parent, it is 

something which can be comfortably managed without risking a breach of either of 

the two main covenants.   

 

 

 

Key Loan Covenants 2022 2023 2024 2025 2026 

      

 Gearing 30.3% 29% 25.5% 25.4% 23.7% 

 Maximum 45% 45% 45% 45% 45% 

 Interest cover 334% 394% 388% 323% 347% 

 Minimum 110% 110% 110% 110% 110% 
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 Appendix 1 – Board Member details 

Name / Office 
 

Date 
elected 

Subcommittee / 
Subsidiary 

Experience 

Iain Strachan 
Chair MHA 

September 
2017 

Audit & Risk 
 

Chief Procurement Officer with Edinburgh Council. He has significant 
experience of delivering strong governance and risk management in a public 
sector as well as extensive legal experience, in private practice and the public 
sector. 
 

Roy Douglas 
Vice Chair MHA 

September 
2004 

Staffing 
MH4 

Community Centre Manager in neighbouring area. Community activist, Vice 
Chair of Community Council and community rep on NHS Joint Working Board. 
Previous MHA Chairperson. Tenant member. 
 

Martin Thoronka 
 
 

September 
2013 

MH4 
 

Management Accountant. Has finance experience in the private sector & local 
authority. Tenant member. 

Bob McDougall 
 

July 2015 Audit & Risk 
Staffing 
MH4 

Retired. Previously 15 years’ experience as CEO of two different large Scottish 
housing associations with group structures. Extensive experience of working at 
senior level in local government. 
 

Julie Smith 
Chair Staffing Sub Committee 

September 
2016 

Staffing Community Development Worker in the North Edinburgh Area. Extensive 
knowledge of the local area and the people in it, as well as the role of a housing 
association in a local community. 
 

William Grieve October 
2017 

 Accountant who lives in North Edinburgh. He has significant experience in 
budget monitoring and financial reporting, but also brings knowledge of contract 
management, health & safety and key performance indicator measuring. 
 

Pascale Adriaens 
 
 

May 2019  Senior management professional with proven ability to expertly drive 
achievement of organisational goals. Experience is cross-sector, with an 
emphasis on a financial background and support services that enhance lives 
and communities.  

Eric Hollanders 
Chair of Audit & Risk 
 

May 2019 Audit & Risk Business strategist, highly client centric, thrives on complexity. Deep knowledge 
encompassing all facets of banking operations, placing an emphasis on meeting 
customer needs and exemplary service. 
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Janette Lynch March 2020  Tenant member. Previously a member of the Tenant Improvement Group and 
has been a tenant for 25 years. 
 

Adam Gray September 
2020 

Staffing Sub HR Manager with private sector experience in both travel, tourism and leisure 
and also accommodation sectors across Scotland. 

Jonathan Brigain September 
2020 

Audit & Risk Chartered Global Management Accountant, a Chartered Director and a private 
landlord. Extensive board-level industry experience in starting, building and 
running companies. 
 

Carol Duncan September 
2020 
 

 Retired. Extensive experience of working in Housing Management, in the public 
sector.   Involved in developing practical projects with local communities.  The 
projects mainly involved residents in neighbourhood management, 
environmental improvements and developing quality design and improvements 
in local homes.  
 

Rhona Cameron September 
2020 

 Extensive knowledge of working within Housing sector. Activist and researcher. 
Involved with the Muirhouse Community. Tenant Member. 
 

Harry Woodward September 
2020 

 Tenant Participation Officer with an Edinburgh Housing Association for 20 years. 
Employed in City of Edinburgh Council's Housing Department in the Muirhouse 
and Craigmillar areas for 16 years. Working closely with tenant and community 
groups on housing management, regeneration and stock transfer issues.  
 

Drew Moore 
 

Sept 2020  Drew joined the MHA Board in 2020. He is a Chartered Construction Manager 
currently working as an Asset Manager for Fife Housing Group.  In his current 
role Drew is responsible for the organisations planned and cyclical 
maintenance, new build development programme as well as being responsible 
for all compliance and health and safety activities and the group’s overall 
procurement delivery 
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 Appendix 2 – Risk Analysis 

 

Table 1: MHA Risk Register (MASTER) 

All Risks hyperlinks to detailed risk details and analyses. 
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Appendix 2 – continued 

Table 2: Risk Heat Map and Framework 

Risk Framework:            Heat Map of current risks:  
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 Appendix 4 - Key Performance Targets for 2021/22 

Key Performance  
Indicator 
 
 

Targets for 
2020/21 

Performance 
achieved 2019/20 

Targets 
2021/22 

Comment 
 

Void average days to 
relet 

 5 days 7.6 days 
(4.36 in 2018/19) 
(2.67 in 2017/18) 
(3.04 in 2016/17) 

 

 10 days Properties are getting older and needing more void repairs as well as an aging 
tenant base with more frequent instances of tenant deaths. Propose to increase 
the target which still gives exceptional performance due to ongoing COVID 
restrictions expected for at least part of Q1 2021-22. We expect this target to fully 
achievable once COVID restrictions have eased. 
 

Rental income lost 
from empty properties 

Less than 
0.5% 

0.09% 
(0.06% 2018/19) 
(0.04% 2017/18) 
(0.03% 2016/17 

 

Less than 
0.5% 
 

Challenging but achievable set against void relet days target. 

Non-technical rent 
arrears 
 
 
 

Less than 2% 2% 
(1.9% 2018/19) 
(1.5% 2017/18) 
(1.3% 2016/17) 

 

Less than 2% The Association and tenants face very challenging times with the long-term 
impact of COVID-19 unknown. Figures have increased above the target during 
2020-21 however staff have agreed to retain the current targets for 2021/22 of 2% 
and monitor/review performance during the year. 

Gross rent arrears 
 

Less than 3% 2.8% 
(2.8% 2018/19) 
(2.4% 2017/18) 
(2.1% 2016/17 
 

Less than 3%  The Association and tenants face very challenging times with the long-term 
impact of COVID-19 unknown. Figures have increased above the target during 
2020-21 however staff have agreed to retain the current targets for 2021/22 of 3% 
and monitor/review performance during the year. 
 

Former tenant arrears  
 
 

Less than 
0.5%  

0.7% 
(0.31% 2018/19) 
(0.79% 2017/18) 
(0.75% 2016/17) 

 

Less than 
0.5% 

We will focus on early intervention to reduce the amount of debt tenants leave 
behind and will review our procedures on recovering former tenants’ arrears 

Number of stage 1 
complaints responded 
to within timescale 
 
 

100% 100% 
(100% 2018/19) 
(100% 2017/18) 
(100% 2016/17) 

 

100% SPSO targets reported in the ARC 

Number of stage 2 
complaints responded 
to within timescale 
 
 

100% 100% 
(n/a  2018/19) 
(100% 2017/18) 
(100% 2016/17) 

100% SPSO targets reported in the ARC 
 
 

Tenants satisfied with 
repairs carried out 
 

90% 97.1% 
(90.32% 2018/19) 
(95.5%  2017/18) 
(91.5%  2016/17) 

 

90% No change 
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Key Performance  
Indicator 
 

Targets for 
2019/20 

Performance 
achieved 2019/20 

Targets 
2021/22 

Comment 
 

Tenant repair 
satisfaction surveys 
returned  
 

25% 21.4% 
 

25% The smaller the number of survey recipients, the greater the response rate 
needed to be confident that the survey is representative therefore we will keep 
the target at 25%. 

Percentage tenants 
satisfied with home 
when moving in  
 
 

100% 94.2% 
(100% 2018/19) 
(100% 2017/18) 
(85.7% 2016/17) 

 

100% Results from Tenants Satisfaction Survey November 2019, before this from Post 
Allocation visits 

Average length of time 
to complete 
emergency repairs 
 
 

4 hours 1.94 hrs 
(1.72 hrs 2018/19) 
(2.13 hrs 2017/18) 
(5.59 hrs 2016/17) 

 

4 hours No change 

Percentage 
emergency repairs 
carried out within 
timescale 
 

100%  100% 
(99.4% 2018/19) 
(84% 2017/18) 
(97% 2016/17) 

 

100% No change 

Average length of time 
to complete non-
emergency repairs 
 
  

Urgent 2 days 
Normal 10 
days 

2.78 days 
(3.26 days 2018/19) 
(4.34 days 2017/18) 
(5.09 days 2016/17) 

Urgent 2 days 
Normal 10 
days 

No change 

Percentage 
nonemergency repairs 
carried out within 
timescale 
 

95% 96.5% 
(98.47% 2018/19) 
(97% 2017/18) 

95% No change 

Percentage of repairs 
right first time 
 
 
 

95% 95.4% 
(95.42% 2018/19) 
(85.0% 2017/18) 
(95.0% 2016/17) 

 

95% No change  

Percentage occupied 
houses with valid gas 
safety certificate 
 
 

100% 100% 
(100% 2018/19) 
(100% 2017/18) 
(99.8% 2016/17) 
 

 

100% Legal requirement 

SHQS 
 
 
 
 

100% 99.8% 
(99.8% 2018/19) 
(99.8% 2017/18) 
(93.3% 2016/17) 
 

 

100% Legal requirement 
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Key Performance  
Indicator 
 
 

Targets for 
2019/20 

Performance 
achieved 2019/20 

Targets 
2021/22 

Comment 
 

Repairs pre- and post-
inspections 
 
 

  
 
 

5% pre 
10% post 

As per our Repairs and Maintenance Policy: to ensure quality of work and value 
for money from Contractors. This has been very difficult to achieve due to our 
previous maintenance contract then in 2020/21 due to Covid -19 restrictions 
however target remains the same for 2021/22. With new contracts and systems in 
place we should be able to achieve this target.  
 

Percentage of relets to 
homeless people  
 
 

Above 50% 58.3% 
(68% 2018/19) 

Above 50% As part of our partnership through Edindex, Edinburgh’s common housing 
register, there is an agreement to house at least 50% of applicants who have 
been classed as statutory homeless  

ASB cases resolved 
within local target 
 
 

80% within 20 
working days 

100% 
(97% 2018/19) 
(100% 2017/18) 

80% within 20 
working days 

No change 

Staff absence 
 
 
 

Less than 3% 1.91% 
(4.8% 2015/16) 

Less than 3% ARC indicator, target remains the same for 2021/22. 

Board Attendance 
 
 
 

70%  70% New target for 2020/21, target remains the same for 2021/22 

Minimum Interest 
Cover 
 
 
 

110%  110% New for 2020/21 and reported in the quarterly management accounts.  Minimum 
interest rate must not approach minimum required 

Gearing 
 
 
 
 

Less than 
45% 

 Less than 45% Gearing measured as debt in comparison to assets and reserves.  The maximum 
level acceptable is 45%. Reported in the quarterly management accounts. 
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 Appendix 5 - Summary Delivery Plan 2021-2022 

Activity Lead Officer Timescale 

   

Objective 1 – Enhance our Housing Service 
 
Achieve our key performance target for 2021/22 Interim Chief 

Executive 
 

March 2022 

Carry out review of rent setting policy and procedures Interim Chief 
Executive/ Housing 
Team 
 

October 2021 

Implement Action Plan from 2019 tenants’ satisfaction 
survey 
 

Interim Chief 
Executive/ Housing 
Team 
 

August 2021 

Review Tenant Participation Policy and Strategy and 
develop a consultation timetable 
 

Governance & 
Compliance 
Manager 

September 
2021 

Objective 2 – Enhance our Housing Quality 
 

Deliver planned maintenance programme, Year 1 of 2021 to 
2023 
 

Interim Chief 
Executive/ Asset 
Management Officer 
 

March 2022 

Manage implementation of newly procured contracts 
including reactive & void repairs, stair cleaning and garden 
maintenance 
 

Asset Management 
Officer 

December 
2021 

Enhancing landlord safety compliance, H&S reporting to 
Board, staff and tenants 
 

Asset Management 
Officer 

July 2021 

Objective 3 – Maintain our Financial Sustainability 
 
External validation of 2021-22 business plan, budgets and 
business planning assumptions 

Interim Chief 
Executive 
 

May 2021 

Review of treasury management and loan portfolio Interim Chief 
Executive 
 

August 2021 

Develop knowledge on EESSH2, zero carbon initiatives and 
impact on 30-year property improvement costs utilising 
external support where considered necessary 
 

Interim Chief 
Executive/ Asset 
Management Officer 
 

March 2022 

Objective 4 – Strengthen our Governance 
Strategic Options Appraisal work to be performed and 
reported to Board 

Interim Chief 
Executive 

November 
2021 
 

Carry out a full review of policy and procedures Governance and 
Compliance 
Manager 

February 2022 
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Implementation of Annual Assurance Statement 
Improvement Plan 
 

Governance and 
Compliance 
Manager 

September 
2021 

Objective 5 – Support our Team 
 

Implement the performance management framework 
 

Interim Chief 
Executive 
 

June 2021 

Develop and implement action plan from lessons learned 
from 2020 staff survey and IIP Reaccreditation 
 

Interim Chief 
Executive 

December 
2021 

Enhance relationship between Board & staff 
 

Interim Chief 
Executive/ Board 
 

March 2022 

Objective 6 – Strengthen our Community Partnerships 

Explore further service sharing arrangements with local 
RSLs/Archie/partners 
 

Interim Chief 
Executive 

March 2022 

Explore funding or joint funding opportunities with locally-
based organisations, Community Chest Fund applicants 
and organisations operating in the Muirhouse area 
 

Interim Chief 
Executive 

March 2022 
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 Appendix 6 - MH4 Business Plan 

 

Muirhouse Homes Ltd (MH4) Business Plan 2018-2022 

Year 4:  2021-22 

 

  Content Page 

1.  Objectives, Vision and Values 1 

 1.1 Strategic Objectives 1 

 1.2 Vision 1 

 1.3 Value 1 

2.  Who we are 1 

 2.1 Board 1 

3.  A brief history of MH4 and its objectives 3 

4.  Environmental Review 4 

 4.1 SWOT 5 

 4.2 PEST 6 

5.   Strategic Objectives 7 

6.  Resources 8 

7.  Sensitivity Analysis 10 
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13 MH4 - Objectives, Vision and Values 

 Strategic Objectives 

MH4 has the following strategic objectives; 

• Providing good quality homes in Muirhouse in line with the agreed Asset 
Management Strategy for the group. 

• Providing a value for money management and maintenance service for our 
customers. 

• Exploring business development opportunities to examine the potential for 
growth in the local area e.g. social enterprise activities linked to our 
community development agenda and creating a business development 
strategy. 

• Generating profit to be invested back into the community via gift aid to our 
parent MHA and prioritising local activities and projects which will most 
benefit from awards from this ‘Community Chest Fund’ in order to improve 
the quality of life in Muirhouse. 

• Strengthening the current Board to enhance the skills and knowledge 
needed to ensure strong leadership, control and constructive challenge to 
deliver MH4’s vision. 

 Vision 

To become the landlord of choice providing a professional and value for money 
service in the Muirhouse area. 

 Values 

Integrity - MH4 will engage with all customers and stakeholders with integrity and 
honesty consistent with the values of our parent Muirhouse Housing Association 
(MHA) of Excellence, Accountability and Partnership working. 

 

 Who we are and why we set up 

 Our Board 

We were set up to meet the needs of a different market to the social rented housing 
stock managed by MHA.  Across Edinburgh, there is enormous need for 
accommodation at below market rent level.  This Mid-Market Rent (MMR) is a type of 
tenure aimed at helping working households on modest incomes to rent 
accommodation at an affordable level. As well as lower rents than the private rental 
market, Mid-Market Rent offers tenants’ assurance that they will be getting a good 
quality home with a landlord who offers high standards of customer service. 
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A Board of Directors provides strategic stewardship over the company. Members 
have a range of complementary skills to ensure that MH4 is a commercial 
success.  The Board is made up of two Board members from MHA and two 
additional independent Board members selected for their knowledge of the local 
property market. In October 2017 the Memorandum and Articles of Association 
were amended through a special resolution, allowing for a total of 8 Board 
Members to be appointed. This means we are currently looking to recruit new 
Board Members to ensure we continue to have the skills and experience on the 
Board to drive us to achieve our ambitious goals.  

Details of the current Board members are set out in Table 1 below.  The Chair is 
currently a member of the parent Board.  

Table 1 MH4 Board Member Details 

Name Date 
Appointed 

Experience 

Helen Barclay 

(Chair) 

June 2014 Housing Professional with experience at Senior Level 

across a number of RSL’s.  Currently a member of the 

First Tier Tribunal for Scotland (Housing and Property 

Chamber).   

Roy Douglas 

 

June 2014 Community Centre Manager - Community Activist, Chair 
of Community Council.  

Martin Thoronka June 2014 Management Accountant - Experience as Board Member 
of MHA 

Kacper Momola June 2014 Construction Industry - Background in development, 
architecture and renewable. Previously a Board Member 
of MHA 

Ashana Dunstan September 
2020 

Housing Officer at The City of Edinburgh Council 
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 A Brief History of MH4 and its objectives 

MH4 was established as a wholly owned subsidiary of MHA in July 2014.  Our 
primary purpose is to provide Mid-Market Rented accommodation in the Muirhouse 
area of Edinburgh.  MH4 has leased 60 properties from MHA and the development 
was fully completed in July 2015.  

MH4 operates on a commercial basis, providing choice for local people but also 
seeking to make an appropriate rate of return. Profits, beyond what MH4 needs to 
operate effectively and with an appropriate commercial buffer, will be gift aided back 
to MHA as the parent organisation to be invested in the local community. 

The properties leased from MHA are recognised as being of a very high quality both 
in terms of build, space and design.  They provide an attractive product in a 
neighbourhood with previously little or no access to Mid-Market Rented homes.  This 
provides a sound foundation for this type of product.  However, an imperative going 
forward will be to ensure that a good quality, competitively priced, management and 
maintenance service is provided to customers. 

A comprehensive management and maintenance service is provided to MH4’s 
customers by MHA via a Service Level Agreement.  To date, performance has been 
impressive, and the following statistics provide some indication of what has been 
achieved so far. 

Currently MH4 leased properties are fully let with 60 tenants and there is still regular 
contact from potential tenants, often referred by word of mouth based on the quality 
of our properties and service. An informal waiting list is kept for re-lets. The annual 
rental stream on the properties currently subject to lease is projected at £426,321 for 
2021-22. To date 23 out of 60 tenancies are occupied by the original tenant and a 
further 34 tenants have been in their properties for more than one year. This low 
turnover in tenancy is a good indication of the customer loyalty for our high-quality 
product. 

Performance has been excellent with minimal levels of current tenants in arrears and 
former tenant debt. Void times are exceptionally low, with properties empty for the 
minimum time needed to allow for painting and maintenance. 

In 2020-21 MH4 will continue to support MHA in rolling out its ambitious Community 
Development Strategy, in which MH4 plays a key part. MHA and MH4’s shared aim 
to improve the quality of life for tenants and residents in Muirhouse depends on 
significant investment in the community and working in partnership with groups and 
customers to identify priorities, projects and activities.  This Strategy emphasises our 
commitment and sets out the framework for how we aim to achieve this.  MHA and 
MH4 share the following priorities in their vision to create a vibrant community for 
Muirhouse: 

• Improving the Neighbourhood and Environment 

• Strengthening the Community 

• Increasing Wealth and Opportunities 

• Boosting Health and Wellbeing 

• Supporting Children and Young People 
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In 2017-18 as part of the Community Development Strategy, the Community Chest 
Fund was introduced. This fund is used to award small grants of funding to support 
local projects and activities which fit in with our values and priorities and which 
benefit our tenants and local residents. The MH4 Board reviews the applications and 
makes recommendations for the MHA Board to award the grants following the 
Community Chest Application form and guidance. Since the Community Chest Fund 
was introduced, we have awarded grants to ten inspirational projects that have the 
potential to make a big difference to peoples’ lives and bring a great deal of benefit 
to Muirhouse. We will actively promote and advertise our Community Chest Fund to 
attract additional applications and to promote MH4 and MHA’s key position in the 
community; and enhance the area and our reputation. 

As with every organisation, COVID-19 has had an impact on 2020-21 results 
and performance. The long-term impact of COVID-19 is not known as yet but 
this could have a fundamental impact on the level of gift aid distribution in the 
future. Board and staff will continue to monitor the impact of COVID-19 on MH4 
tenants, rent arrears, profits and cash balances on a regular basis. All 
information will be utilised in the development of future budgeting and 
strategies. 

 Market Comparison 

Initially, MHA commissioned market research to establish the potential demand for 

Mid-Market Rent accommodation and the resultant report indicated strong demand 

in the area.  Since then the housing sector has gained substantial experience of 

developing and managing Mid-Market Rent.  We share our experience and learn 

from good practice by participating in forums facilitated by SFHA and benchmarking 

through the Scottish Housing Network. Mid-Market Rent has been recognized as 

part of the Scottish Government’s strategy to increase affordable housing supply, 

and there is significant demand for the product and homes developed for this 

purpose are meeting a real shortage in the housing market place.   

In the context of Edinburgh, immediate concerns for the future are the chronic 

shortage of quality properties in the private rented sector. Lack of stock and 

economic uncertainty (Brexit) has meant that more people have turned their attention 

to renting, increasing the competition for properties. With an average rent in 

Edinburgh of £1,139 per month (as at 30/09/20 per Citylets) in the private rented 

sector and increased competition for properties, there are some real challenges 

facing tenants on moderate incomes and the Mid-Market Rent sector is playing a 

vital role in supplying affordable housing.  
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 SWOT 

Table 2 – SWOT analysis 

Strengths  Weaknesses 

• Good knowledge of local area/market 

• Service provided by well-established, 
local Housing Association 

• Committed Board with relevant 
experience 

• Realistic rent levels 

• Financial strength 

• Good customer service levels 

• High tenant Satisfaction 

• High demand for housing and low 
turnover 

• Good quality and energy efficient stock 
 

• Limited office facilities 

• Small staffing team can adversely 
impact on performance and staff training 

• Staff turnover 

• Operating in relatively small 
neighbourhood 

• Small Board 

 

Opportunities Threats 

• Identify other services to owner 
occupiers 

• Working with CEC on neighbourhood 
management targets 

• Develop and embed partnerships with 
local landlords and other community 
agencies 

• Develop social enterprise 

• Competition in the area 

• Locality of properties 

• Strengthen board composition to 
enhance skills and experience 

 

• Impact of austerity and increased rent 
arrears 

• Management service provided by parent 
does not achieve required standard 

• CEC and other HAs creating over supply 
of Mid-Market properties/increased 
competition and undercutting prices on 
Mid-Market Rents  

• Possible changes to tenant structures 
• Future rent controls/Government 

regulation 

• Loss of Board Members 

• Short and long-term impact of Covid 19 

MH4 has a strong position in the local market and our product is of a very high 

standard.  Whilst there are other potential opportunities to offer commercial housing 

related services in the area, these will be approached with some circumspection and 

nothing will be entered into without a thorough appraisal of the risks and returns 

related to it.  The principal focus is ensuring the strong start on core business 

continues, including a target to keep properties fully rented at all times and 

maintaining properties to a high standard. Staff will carry out an analysis of how the 

business can grow and develop by exploring other business and social enterprise 

type activities on behalf of MHA. 
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Whilst Mid-Market renting options through other providers are likely to expand, the 

quality of our product coupled with our competitive rent and excellent customer 

service means we are well placed to compete successfully in the market place and 

with any new providers.  

The risk of the demand for Mid-Market properties drying up completely would be very 

serious for MH4. This scenario has been considered and whilst it would mean the 

effective wind up of MH4 the impact on MHA is not critical. Having said this, the 

demand for affordable housing in Edinburgh continues to increase and we will 

monitor the demand for our Mid-Market properties from a cause and effect 

perspective to determine the impact on our business. 

 PEST  

Table 3 – PEST Analysis 

Political & Legal Social & Cultural 

• Central Government control 

• Welfare Reform 

• Rent Control 
• Scottish Income Tax 

• Rent pressure zones 
• Change in local and national 

government 

• Demographic change 

• Growth of older & very old population 

• Migration 

• Rising consumer expectations 

• Reputation of neighbourhood 

• Need for greater partnership working 

• Good knowledge of Muirhouse area 

 

Economic Technological 

• Austerity 

• Unemployment 

• Inequality and poverty 

• Rising interest rates 

• House price inflation 

• Climate change 

• Brexit  

• Rising energy prices 

• Short and long-term impact of 
COVID-19 

• ICT requirements for on-line service 

• Digital Inclusion 

• Technology in the workplace 

• Innovations in energy efficiency 

• Improved performance management 
systems 

• Increased use of mobile technology & 
social media 

 

Two new pieces of legislation came in to play in December 2017, the Private 
Housing (Tenancies) (Scotland) Act 2016 and part 4 of the Housing (Scotland) Act 
2014 which introduced the Letting Agent Code of Practice (Scotland) Regulations 
2016 and the Letting Agent Registration (Scotland) Regulations 2016. 

We have taken the necessary steps to ensure that we are compliant with the Private 
Housing Act.   
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We operate to a high standard in all our MH4 business and comply with the Lettings 
Code of Conduct.  2 current members of staff are qualified in ‘Letting and Managing 
Residential Property’.  MHA has now been entered on the Letting Agent Register to 
comply with the Letting Agent Registration Regulations. 

The continued economic challenges from austerity, the potential developments of 

Brexit and the uncertainty surrounding the long-term impact of COVID-19 have the 

potential to affect our business but given the scale of demand for Mid-Market Rent 

housing, we think the chances of this undermining demand completely are low as 

long as we remain competitive.  It is likely that the full market rent sector would 

absorb a lot of these problems before it started to significantly impact on MH4’s more 

affordable product. 

In terms of the reputation of the area, the City of Edinburgh Council’s regeneration 

strategy and plans are well advanced, and we look forward to a new vibrancy in the 

area in terms of housing options, new public buildings and facilities and opportunities 

for the community.  

 Strategic Objectives 

The Following are the Strategic Objectives set by MH4; 

• Providing good quality homes in Muirhouse as agreed in our Asset 
Management Strategy for the group. 

• Providing a value for money management and maintenance service for our 
customers. 

• Exploring business development opportunities to examine the potential for 
growth in the local area e.g. social enterprise activities linked to our community 
development agenda and creating a business development strategy. 

• Generating profit to be invested back into the community via gift aid to our 
parent MHA and prioritising local activities and projects which will most benefit 
from awards from this ‘Community Chest Fund’ in order to improve the quality 
of life in Muirhouse. 

• Strengthening the current Board to enhance the skills and knowledge needed 
to ensure strong leadership, control and constructive challenge to deliver MH4’s 
vision. 

 Resources 

The following sets out the latest financial projections for MH4.  They are based on 
experience to date and the recent decision to increase rent by 1.5% in 2021/22 
whilst increasing service charges by 5%.  This increase ensures the product remains 
competitive with some of the lowest Mid-Market Rents in the area compared to other 
RSLs and the City Council. This also improves our ability to provide levels of profits 
back to MHA via gift aid to help support the community. The financial assumptions 
also reflect original projections drawn up when the feasibility of MH4 was being 
considered.  
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 Five Year Financial Forecast 

The forecasts have been prepared on a prudent basis. Table 4 below shows the key 
assumptions used in the Business Plan. 

Table 4 – Key Assumptions 

 2022 2023 2024 2025 2026 

CPI inflation 0.7% (Oct 
20) 

0.5% 1.5% 2.0% 2.0% 

Rent increase 
above inflation 

0.8% 0.0% 0.0% 0.0% 0.0% 

RPI inflation 1.3% (Oct 
20) 

1.5% 2.5% 3.0% 3.0% 

Voids 1.0% 1.5% 1.5% 1.5% 1.5% 

Bad debts 1.0% 1.5% 1.5% 1.5% 1.5% 

As Table 4 shows we are not anticipating any rent increases above inflation and 
have provided for both bad debts and voids to rise to 1.5% by 20/21 giving a 3% loss 
of cash.  There are no new developments included within the 5-year business plan at 
present.  

As Table 5 below shows, surpluses are achieved in all years, with the minimum 
operating surplus being £12k in year 1.  The operating margin and gift aid 
distributions to MHA remain fairly consistent from year 2 onwards.  The gift aid 
distribution is projected at a level to ensure the closing bank balance in each year is 
above the minimum level required as per the group Treasury Management Policy. 

Even with the prudent assumptions on voids and bad debts, once the level of 3% 
income loss is achieved at the end of the first five years the operating margin starts 
to increase thereafter in years 6 to 10.  In reality of course, if it were the case that 
voids and bad debts started to follow the trajectory assumed in this model, mitigating 
strategies would quickly be put in place.  As it stands the base model assumes that 
none of these are necessary. 

From year 6 onwards it is anticipated that a rent increase of 1% above CPI 
inflation will be required to maintain the minimum cash balance. This assumes 
that expenditure costs will increase by RPI inflation on an annual basis. Senior 
management review costs on a regular basis to ensure value for money is being 
attained and will continue to do so. Any reduction in future operating costs will 
be used to mitigate excessive rent increases over CPI inflation.  
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Table 5 - Incomes and Expenditure Account 

 

Table 6 below summarises the key elements of the Balance Sheet.  Clearly as the 
business does not own the properties, the Balance Sheet does not have substantial 
assets in place.  Gift aid distributions are limited in Table 5 to maintain cash at a 
minimum level of approximately 3 months of operating costs in accordance with the 
Treasury Management Policy, resulting in steady growth in the organisation’s 
reserves. 

Table 6 – Balance Sheet 

 2022 2023 2024 2025 2026 

 £’000 £’000 £’000 £’000 £’000 

Cash 107 122 124 126 127 

Reserves 99 99 99 99 99 

 

 2022 2023 2024 2025 2026 Total 

£’000 £’000 £’000 £’000 £’000 £’000 

Turnover 435 435 442 450 459 2,221 

Operating 
costs 

(423) (410) (417) (426) (435) (2,111) 

Operating 
surplus 

12 25 25 24 24 110 

Operating 
margin 

2.85% 5.75% 5.57% 5.38% 4.69% 4.95% 

Gift aid (12) (25) (25) (24) (24) (110) 

Corporation 
tax 

- - - - - - 

Net surplus - - - - - - 
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 Sensitivity Analysis 

Sensitivity analysis has been performed on the following: - 

a) Inflation rises to 5%, then slowly reducing to 2% after year 5 

 Year 1 Year 2 Year 3 Year 4 Year 5 

Base Case 0.7% 0.5% 1.5% 2.0% 2.0% 

Inflation 0.7% 5.0% 5.0% 5.0% 5.0% 

b) Bad debts and voids increase in the next five years to a maximum of 6% 

 Year 1 Year 2 Year 3 Year 4 Year 5 

Base Case 1.0% 1.5% 1.5% 1.5% 1.5% 

Bad debts 1.0% 2.0% 3.0% 4.0% 5.0% 

Voids 1.0% 2.0% 3.0% 4.0% 5.0% 

 

c) Rent control implemented resulting in a rent reduction of 1% for the full 30-year 

period. 

d) There is a one-off additional cost of £100k (we have assumed on repairs in year 

3) 

All cash balances have been adjusted, in the above sensitivity analyses, to reflect 

the Treasury Management policy to hold a minimum of 3 months operating 

expenditure. Therefore gift aid payments to the Association have been adjusted as 

appropriate. 

Graph 1 below shows the growth of MH4 reserves over the period to circa 
£160k - £170k in the base case scenario.  The most significant issue impacting 
on the growth of the organisation is the bad debts/void assumption.  If 
unresolved, this would undermine the viability of the organisation and would 
require strategic co-ordination to mitigate the impact, i.e. reduction in operating 
expenditure it does reduce significantly the reserves it generates. However, 
strategic and operating decisions would be required to ensure the bad 
debts/void assumptions improved during the 30-year period. Additionally, the 
one-off cash call of £100k has a significant impact on the organisation in year 
3 before returning to similar levels of other factors by year 6.  
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Graph 1 MH4 Reserves 
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Graph 2 Cash Balance  

 

 

In relation to the cash balance, the picture closely mirrors the position in relation to 
reserves with bad debts as the most damaging impact in terms of economic benefit 
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In relation to the gift aid payments, the picture again closely mirrors the position in 
relation to reserves and cash balance with bad debts as the most damaging impact 
in terms of economic benefit as no gift aid payments are made throughout the 30 
year period.  The cash call in year 3 slows down gift aid payments to the parent but 
does not have a long term impact, similarly to graph 1. 

Graph 3 Gift Aid Payments  
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 Appendix 7 Scenario Planning – MH4 Failure 

Failure of Mid-Market Rent Activity 

MHA has a 100% owned subsidiary which rents properties at mid-market rent. A scenario 

has been prepared where the mid-market rent does not work, the operation of the 

subsidiary has been stopped, and the properties converted to social housing tenancies.  

MHA receives no lease income from the subsidiary for six months (first six months of 

year 2) and then social rent starts from 1 October 2023.  The results of the scenario are 

shown below. 

Table 1 Five-Year Income and Expenditure Summary 

 2022 2023 2024 2025 2026 Total 

 £’000 £’000 £’000 £’000 £’000 £’000 

 Turnover 3,288 3,136 3,408 3,454 3,501 16,787 

 Operating costs (2,725) (2,671) (2,708) (2,908) (2,894) (13,906) 

 Operating surplus 563 465 700 546 607        2,881 

 Operating margin 17.1% 14.8% 20.5% 15.8% 17.3% 17.2% 

 Net interest charges (304) (292) (299) (319) (314) (1,528) 

 (Loss)/Gain on  

 Pension 

(59) (60) - - - (119) 

 Net surplus 200 113 401 227 293 1,234 

 Net margin 6.1% 3.6% 11.8% 6.6% 8.4%         7.4% 

 

The failure of mid-market rents has a significant financial impact, however at no time 

does it threaten either the viability or solvency of the parent.  A surplus is generated in all 

years with the net surplus for the first five years being £1,234k.  This is £262k less than 

the net surplus of £1,496k generated in the base case for the same period as shown in 

Table 10 of the main body of the Business Plan.  The impact of this and other factors is 

that the reserves total at 31 March 2025 reduces by a similar amount to £7,860k 

compared to £8,121k per Table 11. 

The MHA cash flow for the first five years shows a net cash outflow of £252k in the event 

of a mid-market rent collapse compared to the base case net cash inflow of £26k as 

shown in Table 12. The minimum cash balance occurs at 31 March 2023 and is a healthy 

£1,780k. There are cash inflows thereafter and the bank balance as at 31 March 2025 is 

£1,784k. 

Clearly there may be reputational issues with the effective collapse of a subsidiary; 

however, in financial terms the impact on the parent is eminently manageable.  In relation 

to the two principal covenants Graphs 1 & 2 below illustrate the position. 



Muirhouse Housing Association Ltd. 
Business Plan 2018/19 – 2021/22  

 

60 
 

Graph 1 MHA Interest Cover in Mid Market Rent Failure Scenario  

 

As Graph 1 shows whilst the Scenario has a negative impact on interest cover, however 

only year 6 goes below 400% against a covenant ratio of 110%. 

Graph 2 MHA Gearing Ratios in Mid-Market Failure Scenario 
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 Appendix 8 – 30 Year Business Plan Extract 

 
Summary Income and Expenditure, Balance Sheet and Cash flows 
 
Summary Income and Expenditure Account 
  

YEAR 
1 

YEAR 
2 

YEAR 
3 

YEAR 
4 

YEAR 
5 

YEARS 
6-10 

YEARS 
11-20 

YEARS 
21-30  

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 

Rental Income 2,480  2,482    2,509    2,548    2,587   13,836   34,450  46,298 

Other Income    808     823       840       847       855     4,376     9,388  11,048 

Total Operating 
Income 

3,288  3,305    3,349    3,395    3,442   18,212   43,838  57,346 

Current Repairs & 
Maintenance 
Costs 

   464     467       479       519       534     2,997     8,266  12,784 

Cyclical & Major 
Repairs 

   303     163       135       216       129     1,239     2,732    3,431 

Housing 
Management 

   474     478       513       553       581     3,160     7,901  10,619 

Housing Property 
Depreciation 

   928     939       943       958       968     5,039   11,506  13,698 

Management & 
Service Costs 

   556     558       580       594       608     3,275     7,905  10,593 

Total costs 2,725  2,605    2,650    2,840    2,820   15,710   38,310  51,125 

Net income from 
Operating 
Activities 

 
   563 

                 
700 

 
     699 

      
      555 

       
      622 

     
    2,502 

      
    5,528 

   
   6,221 

Interest 
receivable 

       7     10       10         12         18         64          84      149 

Interest payable  (311)  (303)    (308)    (330)    (331)   (1,356)   (2,005)  (1,539) 

(Loss)/Gain on 
Pension 

   (59)    (59)         -          -          -           -            -         - 

Surplus for the 
year 

  200     348       401       237       309      1,210     3,607    4,831  
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Balance Sheets Summary 
       

          

  
 Year 1   Year 2   Year 3   Year 4   Year 5   Year 10   Year 20   Year 30    
£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 

Housing properties        26,734    26,325  25,557   25,286   24,769   23,429   19,259   20,458 

Other fixed assets               91          99         89          81          74          63          39          20 

Sundry debtors 
 

         80          73         66          60          53          27          27          27 

Rent Receivable 
 

         91          83         82          80          83          95        148        237 

Bank 
 

    2,091     2,034     2,387     3,781     2,061     2,341     2,984     1,439 

Sundry creditors 
 

     (193)       (193)     (193)      (193)       (193)      (193)      (193)      (190)            

Net current assets           2,069     1,997    2,342     3,728     2,004     2,270     2,966     1,513           

Total assets less 
current liabilities 

        28,894    28,421   27,988   29,095   26,847   25,762   22,264   21,991 

Grants 
 

(13,744) (13,286)  (12,827)  (12,369)  (11,911)   (9,618)    (5,033)      (449)  

Loans 
 

  (8,325)   (7,962)    (7,586)    (8,914)    (6,815)   (6,813)    (4,293)   (3,773)  

Pension Liability 
 

          -           -            -            -             -             -             -             -             

Net Assets/ Reserves 
 

    6,825     7,173     7,575     7,812     8,121     9,331   12,938   17,769 

Debt per property - all 
loans 

               15          14         13          16          12          12           8            7 

          

Weighted average cost 
of capital (%) 

            4.09       3.88       3.93       4.09       4.16       3.53       3.53       3.53 

Covenants 
         

Interest cover (%) 
 

  334.35   393.60   388.25   323.44   347.44   381.48    782.25  1,008.11 

Gearing (%)      30.30     28.97     25.48     25.43     23.73     23.60        7.28       12.81 
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 Summary 

cash flow 

 YEAR 1  YEAR 2  YEAR 3  YEAR 4  YEAR 5  YEARS               

6-10 

 YEARS 

11-20 

          YEARS                              

21-3    21-30 

             £’000  £’000  £’000  £’000  £’000      £’000      £’000    £’000 

Surplus for 

the period 

      200        348        401        237        309        1,210      3,607     4,831 

Add back 

depreciation 

      947        952        953        966        974        5,070      11,569     13,758 

Add back 

amortisation 

   (458)     (458)    (458)    (458)     (458)      (2,292)  (4,585)  (4,585) 

Movement in 

debtors/credit

ors 

        (6)          14            8            7            5            13           (52)          (93) 

Capital 

element of 

loan 

repayments 

     (349)      (362)     (376)     (771)    (2,099)       (5,702)      (2,520)     (2,520) 

Component 

replacements 

     (278)      (531)     (175)     (687)       (451)       (3,699)      (7,336)    (14,896) 

Other fixed 

asset 

additions 

          -          (20)             -               -                -            (20)          (40)           (40) 

Loan draw 
downs 

           -               -                -        2,100             -         5,700             -       2,000 

Net cash 

flow for the 

year 

        56        (57)        353     1,394    (1,720)           280          643      (1,545)  

Balance 

brought   

forward 

    2,035     2,091     2,034     2,387     3,781        2,061       2,341         2,984 

Balance 

carried 

forward 

    2,091     2,034     2,387     3,781     2,061        2,341       2,984         1,439 
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Appendix 9 Sensitivity Analysis 

Sensitivity Analysis 
 
The following sensitivity analysis considers the impact on cash, gearing, interest 
cover and reserves of a number of changes to the key assumptions driving the 
business plan.  The changes to the assumptions are: 1) inflation rises to 6%; 2) bad 
debts and voids increase to 7% over next 5 years; 3) interest rates increase to 10% 
over next 5 years; 4) a one-off cost of £500k in a single year assumed as year 
three; 5) rent reduction of 1% for years 2 to 5; 6) rent increases of inflation less 
0.5%; 7) rent increases of inflation less 1%; 8) inflation rate of 1% from year 5; 9) 
combination of low inflation and higher interest rates; and 10) rent reduction of 1% 
for years 2 to 5 and bad debts and voids to 7% over next 5 years. 
 
Graph 1 Cash Balances Sensitivity 
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Whilst the above chart, graph 1, may look as if cash balances are low in the early 
years this is just the impact of the scale of balances in the later years compressing 
the scale of the graph in the first 5 years.  The earliest cash balance in the above 
graph to become negative is approximately £243k in year 10 due to the combined 
rent reduction of 1% for years 2 to 5 and the increase in bad debts and voids to 7% 
by year 5. If such a situation was to occur, strategy would be changed to allow 
expenditure to be cut and costs reviewed prior to such a situation arising. Graph 2 
also demonstrates the significant long-term negative impact of a reduction in rent 
increases combined with an increase in bad debts and voids.   
 
The cash balances begin to decrease significantly, in all scenarios, between years 
11 – 15 (2032 – 2036), years 9 and 10 includes estimated property improvements 
of nearly £2.3m and the 4-year period from year 12 to year 15 estimates total 
property improvements of approximately £4.5m. Therefore, significant planning will 
be required prior to this period.  
 
Graph 2 Interest Cover Sensitivity  
 

 
   
In relation to interest cover, again, the compression of graph 2 rather understates 
the strength of the organization in all scenarios.  Against a minimum interest cover 
covenant of 110% the lowest position in the above graph is 2031 where the cover is 
216% and thereafter rises strongly. 
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Graph 3 Gearing Sensitivity  
 

 
 
Graph 3 shows how rapidly gearing risk falls over time as debt is repaid to year 20 
before rising to year 30.  The maximum level of gearing allowed in current bank 
loan covenants is 45%.  Three of the scenarios project results which result in the  
gearing figure exceeding 45%; these include the rent reduction of 1% for years 2 to 
5 , bad debts and voids increase to 7% over 5 years and a combination of rent 
reduction of 1% for years 2 to 5 & bad debts/voids increasing to 7% by year 5 result 
from years 14, 25 and 11 respectively. If such a situation was to occur, strategy 
would be changed to allow expenditure to be cut and costs reviewed prior to such a 
situation arising. 
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Graph 4 Reserves Sensitivity  
 

 
 
The reserves of an organisation are, in effect, its accrued wealth.  They are the 
original equity put into the organisation together with the profits it has made over 
the years.  Currently, MHA has reserves of circa £6.825m, which is the equivalent 
of approximately two years turnover.  Graph 4 demonstrates that the various 
scenarios have little impact. After a brief dip in year three the general trajectory is 
pretty much upwards in all scenarios, apart from the rent reduction of 1% for years 
2 to 5 and the combination of the rent reduction of 1% and increase in bad debts & 
voids to 7% by year 5. 
 
When all the scenarios are considered together it is clear that the strongest driver 
of change is the income stream of the association.  This has the most impact over 
the long term.  What also emerges is that the organisation is remarkably robust.  
The stress test assumptions look reasonable and are built upon prudent base case 
assumptions.  However, none of these elements fatally undermine the performance 
of the organisation. 
 
The picture that emerges from this is of a housing association with a robust 
financial base.  It should be born in mind however that this plan contains no new 
development obligations.  If these were entered into at any point in the future, they 
would be likely to have a very high impact increasing significantly all the above 
drivers. 
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