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section 1: INtroduction

This business plan is our core strategic document and sets out our strategic
direction for the next 3 years. We review and update our plan annually and this
version of the plan was approved by our Board in March 2019.
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Informing our Plan

Purpose of the Business Plan

The plan is primarily an internal document, serving several
functions:

e helping us fo
understand the opportunities and threats inherent in
our operating environment as well as our own internal
strengths and weaknesses;

e Clarifying and
communicating our strategic objectives and priorities
and setting out the key actions we will take to achieve
these objectives;

¢ demonstrating that
we have the resources necessary to carry out these
actions and helping us to identify and mitigate any risks
we face in delivering these actions;
providing a strategic overview for our other strategies
and plans; and
providing a framework with which we can monitor our
progress and measure our success

In developing this business plan, we have taken account of the latest business planning
guidance published by the Scottish Housing Regulator (December 2015) and the findings of:
e a review of the published plans of our key stakeholders with follow-up interviews with

several key stakeholders

(e.g. CEOs of neighbouring housing and community

organisations, local and national government officers and specialist consultants);
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interviews with our staff and a meeting with our Staff Action Group;
a small focus group of tenants;

a recent rent structure review and affordability assessment;

our most recent tenant satisfaction survey; and

an intensive 2-day workshop with our Board.



Section 2: AbOUi’ US

Pentland Housing Association (PHA) is the leading provider of social housing in
Caithness and we currently manage almost 500 homes in Wick and Thurso. As a
registered social landlord, we are regulated by the Scofttish Housing Regulator
to ensure we deliver good performance and fulfill our legal and regulatory
duties. We are also a registered charity, and as such are regulated by the
Office of the Scottish Charity Regulator to ensure we deliver on our charitable
purposes and deliver public benefit. We currently employ 17 staff.

The Pentland Housing Group

PHA acts as the parent organisation in the Pentland Housing Group of companies. We
currently have one subsidiary, Pentlond Community Enterprises Ltd (PCE), which was
established in 2006 to provide us with opportunities to enhance our social impact beyond
core housing services. PCE is a social enterprise and provides a range of community and
commercial services which currently include factoring services, managing a small portfolio of
market rent properties, parking and storage facilities and energy advice projects. PCE also
owns 332 garages and a small, but strategic, landbank. PCE currently employs 4 staff.

We have a formal intfra-group agreement which sets out our relationship with our subsidiary
and reinforces PHA's responsibility for overall strategic direction and control for the Group.
We each employ our own staff and we also have a service-sharing agreement which allows
our subsidiary to draw on PHA's staff in accordance with agreed work plans. Together with
our subsidiary, we seek to make a positive contribution to the Group's agreed core purpose,
namely:-

To enhance our social impact across our communities.

Our Track Record

PHA was first established in 1993 by a steering group of tenants and residents of the
Pennyland and Mount Vernon Estates in Thurso when the then owners, the UK Atomic Energy
Authority, decided to put the estates up for sale on the open market. The newly formed
housing association took ownership of 350 homes on 24 January 1994.

Since then, we have grown the organisation through the continual investment in, and
development of, our homes and services in response to changing local need and demand.
We now own 492 homes across Caithness and invest around £1m each year to maintain
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these homes to a high standard. This does not come without challenges. Some of our homes
were built using non-traditional building methods and, as a result, struggle to meet modern
day energy-efficiency standards. Given these standards will soon be raised further, we have
begun to work on developing more sustainable, long-term solutions.

During the last 25 years we have also introduced a range of alternative tenures in response
to changes in the local economy and employment patterns. This has included shared
ownership, shared equity, a few properties which we manage on behalf of the Highland
Small Communities Housing Trust, and a small portfolio of mid-market rent properties which
we manage, via our subsidiary PCE.

As we have sought to widen our social impact beyond core housing services, we established
a number of subsidiary companies, each with its own specific purpose and remit. Following a
review in 2014 we took the decision to rationalise our structure and in 2015 we merged our
two remaining subsidiaries into one (PCE) whilst being careful to maintain the brand and
core activities of our previous Pentland Energy Advice subsidiary.

Today PCE delivers a range of services and has successfully attracted external grant funding
to support these. Current projects include: Money Matters, a project aimed at tackling fuel
poverty, delivered in partnership with several other social landlords and funded by the Big
Lottery; and Draft Busting, an energy advice project funded by Keep Scotland Beautiful
Climate Challenge Fund.

Without a doubt, one of our most successful and enduring projects must be our Care &
Repair service. We have a contract with Highland Council and the NHS to deliver and
administer Care and Repair and Handy Person Services in Caithness. Through these services,
we provide a fechnical and administrative service to assist people in private sector
accommodation to remain living in their home in comfort and safety. We also provide
services for Social Work, undertaking essential repairs and adaptations to allow hospital
patients to return home. Understanding the financial pressures faced by our commissioners,
we recently reviewed our Handy Person Service and are currently implementing
recommendations to improve our confract management process.

We have a long history of working with other organisations including Highland Council, NHS,
New Start, Ormlie Community Association, Pulteneytown People’s Project, Albyn Housing
Association, Cairn Housing Association and Orkney Housing Association. Through these
partnerships we have shared resources, accessed expertise, attracted funding, delivered
services and enhanced our social impact. Given our size, ambition and remote location,
effective partnership has been key to our success and will continue to be so going forward.

Over the years we have also sought to strengthen the organisation, its people and its
processes. Our achievements here have included securing the Scottish National Standards
for Housing Options Information and Advice, silver level accreditation with the Tenant
Participation and Advisory Service Scotland (TPAS) for the effectiveness of our tenant
involvement service, and the bronze award for Investors in People. More recently we have
infroduction a Modern Apprentice Scheme which is proving very successful.
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Where We Are Strong

We review our operational performance on a quarterly basis and report annually on whether
we have met our business plan objectives. We have recently reviewed our current
organisational strengths and have identified the following:

Business model - we have simplified our business model to a single subsidiary and have
reviewed our business strategy. We have undertaken a strategic option appraisal and
agreed the way forward. We have encouraged our subsidiary to re-prioritise and re-focus its
activities, reducing risk and improving its alignment with PHA and the Group's goal. We know
what we want to achieve over the next 3 years and are keen to move forward.

Financial position — we are in good financial health. We have reserves of over £9m and
compared to many of our peers, a lower level of debt per unit. We recognise that at around
20% of turnover, our overheads remain relatively high (partly reflecting our limited capacity
and our geographical remoteness) but we are working to bring these more in line with
others.

Rent affordability — the findings from a recent review of our rent levels and an affordability
assessment have confirmed that we have relatively low rent levels compared to our peers
and that our rents largely remain affordable to local households. Our business plan assumes
annual rent increases of £15.28 per property in year 1 and RPI + 0.5% in years 2 and 3 of this
plan. Given the fragility of the local economy and the implications of welfare reform and
high energy prices, we will keep our rent structure and levels under review.

Our people - recent customer and stakeholder feedback continues to confirm the quality
and commitment of our staff. Furthermore, over the past few years of challenge and
change our staff have demonstrated their resilience and ability to focus. We invest heavily in
training and developing our staff and have successfully attracted several new employees
into key roles over the past year or so. Given these recent staffing changes, we are currently
working to embed a culture of personal leadership, collaboration, and performance.

Governance - we significantly strengthened our governance arrangements a few years ago
and confinue to benefit from this. Nonetheless, we are not complacent and continue to
seek advice and support to maintain good practice. Despite our remoteness we remain
successful at attracting new Board Members when vacancies arise, keeping our skills and
ambitions fresh. Last year, our Board succession plan enabled the handover to our new
Chair to progress smoothly.
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Where We Know We Can Improve
We have also reviewed the areas where we still consider we have some weaknesses and
need to strengthen our organisation. These include:

Capacity — having all the strategic and operational skills we need, available when we need
them, is an on-going challenge, particularly given our geographical remoteness, size and
ambitions. We often rely on commissioning external support which puts pressure on our
overheads. Regrettably, our limited capacity can affect our performance and the pace at
which we can change. Finding a more sustainable solution to this will be critical for our future
growth and success.

Asset management — whilst we continue to plan, resource and deliver our annual repair and
maintenance programmes, we recognise that we have yet to put in place a comprehensive
asset management strategy. With a significant level of non-traditional house types which do
not meet quality or energy standards (25%), and recent evidence of an increase in the
number of reactive repairs per property, we urgently need to find practical and affordable
solutions. We have commissioned an updated stock condition survey which is due to report
shortly and will be used to inform our asset management strategy.

Performance management — we recognise that our performance in some business areas has
fallen behind those of our peers (for example re-let times, non-emergency repair response
times, and rent loss due to voids). We also know that our approach to performance
management would benefit from being strengthened and our evidence base (e.g. tenant
surveys) requires updating. We are keen to learn from the experience of others so that we
can fast-track our performance improvement programme.

Stakeholder confidence - we understand that for some of our wider stakeholders we have
seemed rather inwards-looking recently and are keen to address this. We are now re-
connecting and re-engaging with our stakeholders and key networks and have appreciated
the warm welcome we have received. We are working to regain stakeholder trust and
respect and appreciate that we cannot afford to be complacent here and must continually
demonstrate our value to our partners and other stakeholders.

Business infrastructure —we recognise the need to modernise our infrastructure e.g. our ICT
systems, our business processes and our management systems. We know there are some
inefficiencies in our processes and some duplication across our systems. We also recognise
that for many of our customers our communication technologies seem slow to adapt to
changing needs and expectations. With limits on our capacity, it is important to us that our
infrastructure is efficient, effective and not burdensome.
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Section 3: COnfeXf

In reviewing our business plan, we re-assessed our operating environment to
ensure we remain responsive to the needs of all our stakeholders and the ever-
changing context. We have identified the key external influences which will
help to shape our strategy going forward. These are summarised below.

Population declining

Low demand for and aging.
socjc:l housing in New jobs in
Caithness renewables sector
expected to Relatively high level
replace loss of of social housing in
Dounreay jobs Caithness (22%)
Current stock
tfurnover in
Caithness Lowest house prices
exceeds current in all Highlands
demand
Welfare Reform
Several local placing financial
organisations pressure on
see households.
opportunities
forimproved
partnership
Some evidence
- - that PHA's profile
ZIghlond H'o oh has fallen locally
ub established Pentland
with Caithness sub- .
group Housing
Assoclation Around 25% of

most deprived

Private rented (15%)Highland

sector rents dat .
amongst highest in CCJ ‘TC;)ZOﬂeS arein
Highlands aithness

Local housing
allowance Highland Council and HIE to

discounted fo commission scoping study for

reflect market Caithness regeneration
conditions

Some local organisations
sfruggling to recruit senior staff
and Board Members.

For tenants, service
quality matters more
than structure &
governance.

Fragile economy
compounded by
remoteness
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Some Potential Opportunities
When we look at our operating environment, these external influences reveal some potential
opportunities for us. These include:

Making an impact

We are well-placed to improve our impact. We have rationalised our group structure over
the last few years and have re-focused our local priorities, recognising that there has
perhaps been a temptation to spread our interests too thinly. With our partners, we have
identified gaps in local service provision and are keen fto encourage and support
community-led solutions. We will target our resources to where we can make the biggest
impact.

Social & economic regeneration

The Highland Housing Hub was established in 2016 to facilitate Highland Council’s
contribution to meeting Scottish Government’s 50,000 affordable homes target. A Caithness
sub-group was established in 2017 and agreed that while no additional social housing was
required in Caithness, better use could be made of the existing housing provision. Recent
indications suggest that a social and economic regeneration approach may be adopted
here and this could include opportunities for re-provisioning where stock does not meet
emerging needs or quality standards. We are now fully engaging with this sub-group and
welcome this wider, strategic approach.

Collaboration & partnership

There are organisations already working in Caithness which share similar goals and
challenges. We suspect that our recent focus on consolidation has made us rather inwards-
looking and we are now keen to re-build our partnerships and encourage solutions to
emerge from these collaborations. The challenge here is that re-building trust and strong
relationships, co-ordinating roles and activities, and co-developing ideas and solutions all
takes time, and we currently have limited capacity. Finding an efficient and effective
partnership model will be key.

Access to grants and investment

Whilst there is admittedly greater competition for grants and investment, we know that there
is also a greater willingness among funders to support ambitious social enterprises, asset-
based community development and community empowerment programmes. The
Community Empowerment Act 2015 has created new opportunities in this regard. As a
locally-based, financially strong and community-run organisation with a 25-year track record,
we are well-placed to access funding and investment. We are also well-placed to bid for,
manage, co-ordinate and distribute funding on behalf of partnerships and consortia.
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Known Challenges That Lie Ahead
We recognise that there are also a number of known challenges, or external threafts, that we
will need to prepare for:

Economic & political uncertainty

Current uncertainty over the national and local economy, Brexit and the potential
independence of Scofland all mean that business planning over the next 3 years is highly
unlikely to be completely predictable. Whilst we can test different scenarios, we cannot
predict the future, nor how it may impact on our organisation, our community or our
stakeholders. It is because of this unusually high level of uncertainty that we have moved
from our usual 5-year business plan to a 3-year plan.

Welfare reform

The roll-out of Universal Credit contfinues to have a detrimental impact on many of our
tenants, although some of this is now being softened by the new social security powers in
Scotland. Without constant monitoring and early action, the impact on households can also
affect our own cashflow and operational performance. Although we have managed to
achieve a steady improvement in our level of arrears over the past 3 years or so, we cannot
afford to be complacent as we know it can take time for the full impact of welfare reform to
be experienced.

Affordability
The current economic climate, coupled with welfare reform, means that many householders

are contfinuing to struggle to make ends meet. Increases in fuel prices have resulted in
increased heating and transport costs. Pressure from tenants, especially those not receiving
benefits, to keep our rents affordable is considerable. At the same time, increased operating
costs due to increasing regulation, cyber security and the cost of materials all place pressure
on our financial position.

Community health & wellbeing

Caithness has an increasingly aging population as well as a growing number of people who
live with multiple and complex conditions. It is well known that the current models of
healthcare services are already severely stretched and recent plans to redesign service
provision met with public outcry. While the future impact of these changes is not yet known,
we have already seen increased demand for adaptations and our Care & Repair and
Handy Person services.

Competition
The competition for investment, customers and partners has increased. We are not yet as

well-connected as we would like and need to address this. We recognise the growth of the
private rented sector locally as well as the ambitions of other housing providers and are keen
that we do not lose out. Our commitment to collaborate with peer housing associations will
be important in securing our position.
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Section 4: SfI’CI ie g y

Our business strategy is set within the context of the Pentland Housing Group
which provides an over-arching framework for both the housing association

and our subsidiary.

OUR UNDERLYING PRINCIPLES

We have aligned our approach
across the Group and share a
set of principles which we apply
to everything we do. These are:

1. Community engagement -
embedding participation
and customer engagement
in our culture.

2. Collaboration & partnership -
seeking opportunities to
build relationships and work
with others.

3. Social inclusion - tackling
inequality and harnessing
diversity.

4. Value for money -
maximising and
demonstrating excellent
value.
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Group Strategic Framework
Both organisations in our Group share the same goal:

“To enhance our social impact across our
communities.”

Each organisation within the group structure will make its
own unique contribution to achieving this goal and will
do so at its own pace.

Strategic Direction

Like any organisation, PHA has gone through many
different phases in our 25 years’ journey, where each
phase is influenced by various internal and external
factors. Our previous phase was one of consolidation.

However, we are acutely aware of the challenges faced
every day in our communities, no more so in the current
economic climate, and remain committed to serving our
community to the best of our ability.

We recognise that we need to change and are
therefore embarking on a programme designed to
renew the organisation with a strong focus on
performance, investment, engagement, partnership and
modernisafion. We will apply our renewed sense of
purpose, energy and professionalism to drive this
through.

Consequently, we see these next 3 years as a phase of
renewal



Strategic Option Appraisal

We undertake a full strategic option appraisal at regular intervals to ensure we remain well-
placed to deliver best value for our tenants. The most recent exercise was carried out in
autumn 2018 and after full consideration of all the options, associated risks, benefits and
financial implications, our Board agreed to investigate appropriate partnership opportunities
which would enhance our performance, maximise our impact, improve our value for money,
provide access to new skills and expertise and protect the interests of our current and future
tfenants.

Our Board is fully committed to supporting and resourcing this option, wherever it leads, and
has appointed a new Chair to drive the process forward and an interim senior manager to
design and implement the renewal programme. Our Board has also approved a package of
external specialist support. We are therefore well-placed to deliver on this optfion over the
next 12-18 months and this business plan includes arrangements to continue to strengthen
the organisation during this period.

OUR CUSTOMER CARE CHARTER

S’rraiegic Objec’rives We have embedded an approach to customer care
We have recently reviewed our strategic which reflects our organisational values and informs our

i i strategic objectives.
objectives to ensure that we stay focused raregic objectv
on our renewal over the next 3 years. All

L . . o e  Professional services that are easy for you to use
our activities will be aligned to delivering e Information and support you need, when you need it
these specific objectives with agreed e High qudlity and affordable services
outcomes and ’rorge’rs to help us measure e A partnership approach with other organizations
our performance. These six objectives are: ¢ gﬁ(ﬂﬁg CIe RESREEI AN CIReling) vl jeur
e A fairservice that provides equal access and treats all
1. To be a well-respected and well- members of our community appropriately
connected housing association. e A confidential service and interview rooms if
2. To deliver high-quality homes and requesfed
. ° Choices on how and when fo contact us
services. . . .
. ° A consultation process that listens to, and takes into
3. To work with partners to enhance our account, your views
effectiveness. ° An easy to understand complaints service when
4. To develop a skilled, professional and things go wrong

committed team ° Well trained and motivated staff

5. To be an efficient and modern
organisation.
6. To enhance our value for money.
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Section 5: P I’iO I’iﬁ eS

We have identified our top 10 strategic and corporate-wide priorities for the 3
years of this plan, understanding that most of these will contribute to more than
one of our strategic objectives. We have set out how we will deliver on these
priorities together with our annual targets in a 3-year strategic delivery plan
(see Appendix). This will flow down into team workplans and personal
responsibilities and targets.

1. Partnership Working

Our stakeholders have alerted us to a number of possible opportunities which due to scale
and complexity (and our own limited capacity) will require us to work in a more
collaborative way. We are very keen to use these opportunities to re-connect with
organisations that we have partnered with in the past (e.g. Pulteneytown People’s Project)
and to forge relationships with emerging organisations and those new to the area (e.g. the
credit union). Over the next few months we plan to carry out a stakeholder mapping
exercise and from this to develop new and old connections with those who appear to fit well
with our values, ambitions and risk appetite.

Following our recent strategic option appraisal, one of our key work strands over the next 12-
18 months will be to investigate and implement collaborative partnerships which offer us
opportunities to fast-track our performance improvement programme, access key skills and
wider experience, significantly enhance the value we offer our current and future tenants
and improve our business efficiency. At this stage, we are not sure where this journey may
take us, but we are open to exploring new ways of working and delivering vital services.

2. Service Quality

We are committed to improving our service quality and see this as an ongoing work stream
which encompasses different elements. First and foremost, there is a performance dimension
where we seek to deliver the Scottish Social Housing Charter and continually improve on our
previous year's results. There is also a service development dimension where we seek to
identify and embed good practice as we develop our services, responding to changes in
legislation, national policy and the needs and expectations of our fenants.

One key dimension where we know we need to improve is how we consult and engage with
our tenants. Currently we hold a list of “interested tenants” of around 30 people and a small
Tenants Review Group of 8 people. Over the next year or so we will be working to enhance
how tenants can engage with us (particularly younger tenants) and how best we can offer
opportunities for tenants to shape our services.
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We welcome the opportunity that accreditations offer us to review and improve our services
and processes and are therefore keen to renew and expand our existing accreditations.
Over the next 3 years we will be working to review and renew our Care & Repair Agency
Quality Mark and our tenant involvement accreditation with TPAS.

3. Strategic Asset Management

We are in the process of strengthening our approach to strategic asset management. We
are currently completing a stock condition survey of 100% of our homes which will remove
our reliance on cloned data and improve the accuracy of our information. We will also be
commissioning an asbestos survey in the coming months. We will use the results from these
surveys to update our life cycle cost model.

Alongside this, we are working on our first comprehensive asset management strategy which
will infroduce a more strategic and long-term approach to our management of, and
investment in, our homes. This will help us to prepare for the new EESSH2 standards and
address the outstanding SHQS issues which relate to our 26 homes of non-traditional
construction.

We are also aware that we have had some challenges in adapting our existing homes to suit
the changing needs of our tenants. We are keen to find solutions to these financial and
technical issues to ensure that our homes remain fit for purpose.

Whilst we accept that the potential for securing financial support for future newbuild in
Caithness is highly unlikely for any RSL, we will continue to work with the Highland Housing
Hub to explore opportunities for tackling our low demand house types (generally our flats)
and the potential for appropriate re-provisioning.

In the meantime, we will confinue to review and improve how we plan and deliver our
repairs and capital investment programmes. Over the next three years, we will also continue
to deliver our major replacement programmes of 30 roofs, 90 boilers and 30 kitchens.

4. Procurement & Contract Management

Procurement legislation and practice has been overhauled over the past 2-3 years with
some of the changes only coming into force last year. Defined as a public sector buyer
under this new legislation, we recognise that our own practice would benefit from further
strengthening to ensure we take a strategic and sustainable approach to procurement. We
will be working on this over the coming months.

We are committed to using procurement as a strategic tool to improve our performance,
increase tenant satisfaction, offer community benefit and ultimately deliver value for money
for our tenants. As part of our approach to procurement, we are keen to provide
opportunities for tenants to inform service specifications and engage with us on contract
management issues.
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Like many other RSLs, we are also a supplier of services purchased by the public sector under
contract or service level agreements. In this role, we are keen to strengthen how we
manage and deliver contracts ensuring that we offer our commissioners high quality services
and excellent value for money.

Over the period of this business plan, we will have the opportunity to review and strengthen
several of our contracts. For example, our external audit services and insurance contracts
are due for re-tendering in year 1 of this business plan, and our maintenance contract in
year 2. We will also being taking the opportunity to review our contract panel and the
potential for joint procurement and call-off frameworks. We are also suppliers of care and
repair and handy person services and anficipate that Highland Council and the NHS will
openly advertise for a new contract for the period 2020 to 2025.

5. Performance Management

Whilst we are making good progress in improving our performance in some business areas
(e.g. arrears are reducing, fewer housing offers are being refused, and adaptations are
taking less time to be installed) this is not the case across all performance areas. We know
that we need to update our evidence base, especially with the introduction of annual
assurance statements. For example, our last comprehensive tenant survey was some 5 years
ago now and although we carry out regular pulse surveys, these do not provide the breadth
of evidence we need.

Moving forward, we are working to instill a more corporate approach to performance
management where responsibility is shared across all employees and staff feel empowered
to take immediate and appropriate action to improve performance. We plan to build a
performance dashboard to provide the senior management team with accurate,
comprehensive and real-time performance data, allowing them to take early action and
redirect resources as required.

Rather than spreading this work stream across the 3 years of this plan, we feel that our
performance improvement programme would greatly benefit from taking a fast-frack
approach. We are therefore keen to use our commitment to explore partnership
opportunities as a means of accessing good practice, levering in appropriate skills and
expertise and achieving rapid performance improvements.

6. Value for Money

Crucial to our future success is our ability to deliver value for money to our tenants and
stakeholders. Whilst overall our tenants tell us that we deliver good value for money we know
from some tenants that we can do more. We know that we need to review our opening
hours, improve our engagement processes and deliver on our promised property upgrades.
We also know that we need to do all of this whilst keeping our rents affordable and
comparable with our peers. Operating in a housing market where house prices and
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mortgages are comparatively low means that, particularly for our younger tenants, we are
also judged on how well we compare to owner occupation.

A key priority for us in ferms of enhancing our value for money is to review our overheads. We
plan to review our current intfercompany charges for PCE and our Care & Repair and Handy
Person services over the next few months. We will also systematically review our contracts
including our office services contracts (ICT, telephone, photocopying, etc), our external
auditors and consultants, and our landscaping and grass cutting contracts.

In terms of a more general approach to achieving efficiencies, we are seeking to improve
our processes for contractor invoicing, make considerable improvements to how quickly we
deal with voids and allocations, maximise rent payments received in advance and carry out
a review of our office accommodation.

Over the next 12 months we will also be reviewing our requirement for additional finance.
Not only are our current loans due for re-financing in year 2 of this plan but our asset
management strategy will help us to identify any additional loan provision required to fund
bringing all our homes up to SHQS and EESSH standards.

7. Governance

We carried out a major overhaul of our governance arrangements a few years ago and
continue to benefit from the improvements made at that time. Nonetheless, with the Scofttish
Housing Regulator’'s updating of its Regulatory Standards and infroducing the requirement
for RSLs to submit annual assurance statements, we know that further strengthening of our
governance is now required. Various strands of work are already underway, such as reviews
of our standing orders, Board training plan, and delegated authority arrangements.

Over the next three years we will continue to strengthen our internal and external audit
process, embed our new disaster recovery procedures, review the effectiveness of our
committee structure, re-confirm the purpose and priorities of our subsidiary, strengthen the
relationship and alignment across our Group structure, review our use and management of
external consultants and plan for the introduction of Freedom of Information.

8. Business Infrastructure

To our cost, we have found it too easy to fall behind in our use of new technologies. Perhaps
as a consequence of our previously complex business structure, we have several different
systems which are not always well-aligned. We are fully committed to modernising our
working practices which includes making better use of technology. We have started to
invest in smarter systems (e.g. using text messages to engage with our tenants) but recognise
that much more is possible.

Over the next three years we will invest in updating our websites, infroducing a tenants’
portal, making better use of mobile technology and apps, re-configuring SDM (our main
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housing and property software), developing a performance dashboard, and reducing our
over-reliance on paper copies and forms.

Alongside this, we will also review, rationalize and improve our office accommodation in an
effort to improve customer and employee experience, make more efficient use of the space
available and encourage effective cross-team working.

9. Workforce Development

Despite our offer of interesting and rewarding work and generous terms and conditions,
attracting new staff to come and live in a relatively remote part of Scotland can at times be
a challenge. Consequently, we are committed to training and developing our current
workforce so that they, and us, are well-placed to meet our future business needs. We
already invest heavily in our staff and demonstrate our commitment to youth employment
by supporting two modern apprentices each year.

Our priorities for the next three years include leadership training for our managers, regular
team-building to facilitate effective cross-organisational working, coaching to promote a
culture of empowerment, achieving IIP Silver accreditation, strengthening our staff appraisal
process, updating our subject-specific training (e.g. Health and Safety, 2014 Housing Act,
Housing First, EESSH 2, ICT systems etc), participating in regional and national networks and
conferences, and taking part in intfensive learning visits to other RSLs.

10. Succession Planning

We have benefitted from a relatively stable Board during our previous phases of
improvement and then consolidation. To take us forward into this next phase of renewal, our
Board has successfully recruited some new board members and is currently implementing a
phased approach to succession planning of office bearers. In order to assist this fransition,
we are updating our Board training plan to ensure effective support is in place for new
members and office bearers. Our previous Chair has also agreed to contfinue to serve on the
Board for a further year to ensure a smooth transition and support for our new Chair.

Succession planning is also an important strategic tool in terms of the continuity of our
services given our relatively small size and the challenges we can face attracting potential
employees to such a remote part of Scofland. Over the past 12 months we have
experienced staff turnover in some key roles and, in hindsight, perhaps underestimated the
level of insight and challenge new employees bring to any organisation and the
consequential potential for conflict. The opportunity that this has given us to review, learn
and adapt has been overwhelmingly positive.

We have also agreed to take a phased approached to appointing a new CEO, preferring to
appoint an interim to implement our programme of renewal and investigate the
opportunities for partnership. We will then review the situation in 12 months’ time when the
way forward should be clear.
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Section 6: ReSO U I’CGS

We are fully committed to making the best use of our resources - money,
people and systems - to ensure we remain a strong, successful and sustainable
organisation.

Financial Health

We are in a strong financial position, continue to be financially viable and reporting a strong
balance sheet that shows a healthy bank balance and reserves. We expect to start this
business plan (2019/20) with overall net assets of just over £9m. We anticipate achieving a
surplus of around £12%9k in year 1, closing the year with cash reserves of around £600k.

Financial Planning

We take a robust and continuous approach to financial planning taking into account, for
example: the results of annual rent consultations, updated stock condition survey and
valuations, projected salary increases, regular reviews of overheads and intercompany
charges, our pension deficit, etc. Our financial planning exercise includes setting an annual
budget together with 5-year projections and 30-year forecasts. We also carry our regular
scenario planning, testing the impact on our viability and financial position.

Our long-term projections continue to demonstrate viability over the short, medium and long
term. Based on reasonable assumptions, our financial projections show annual surpluses and
confirm more than adequate liquidity in order to allow the full implementation of this business
plan. No issues arise in respect of loan covenant compliance.

Our current business plan includes funding from the Natfionwide and an interest-free loan
from Highland Council with a total current loan facility of £4.3m. We will be reviewing our
financial requirements in year 1 as we prepare our asset management strategy and plan for
re-financing in year 2.

Key Financial Assumptions

e No new build activity in the 3 years of this plan

e Annual rent increases are based on rent increases of £15.28 per property in year
1, RPI + 0.5% in years 2-7 and RPI only years 8-30.

e Voids & Bad Debts start at 3.00% and reach 3.5% in year 3 and peak at 3.75% in
year 5

e Inflation 2.5%

e Repairs and maintenance investment approx. £1m year on year
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Our people

Our people are our voluntary Board members and our paid staff, who together have shown
resilience and dedication throughout our recent changes. Over the past 6 months or so we
have had an interim senior manager whilst we have reviewed and confirmed our strategy
for the next 3 years.

Our structure includes:

. Chief Executive

o Housing Services - Housing Manager and 3 Housing Officers

. Estates and Ancillary Services - Estates & Ancillary Services Manager, 1
Maintenance Officer and 1 Maintenance Administration Assistant. Also 2 Handy
Person Officers and 1 Care and Repair Officer

. Corporate Services - Head of Corporate Service, 1 Finance Officer, 1 Finance
Assistant, 1 Corporate Officer, 2 Customer Services Assistants, and 2 Modern
Apprentices

. Energy Advice - 1 Energy Advisor (employed under PHA with Keep Scotland
Beautiful funding but working under PCE brand)

Over the next 3 years we will continue to develop a strong team of talented and committed
people. This will include a review and update of our Board training plan, infroducing team
building activities for Board and staff, strengthening our staff appraisal processes and
enhancing the work of the Staff Action Group. We will embed regular staff training sessions
as well as learning visits to other organisations and use these to infroduce and support new
procedures in service delivery.

Our Systems

We are committed to investing in our systems to improve our productivity, efficiency,
response rates, and communication. Our focus in this business plan is on upgrades and
improvements, including making better use of existing systems. e.g. using mobile apps and
SMS and fully exploiting the capabilities of SDM,our housing management software.

Our current systems include key housing management, maintenance and finance
processes:
e SDM Housing Software — module base and used for housing, rent and assefs.
e ACT - software system used by Care & Repair to retain client information on projects
e ELMS - software used on behalf of NHS to record delivery and pickup of stock for
clients
e PTIX —software used for direct debit collection

In addition, we are members of Highland Housing Register and use the associated system to
manage applications and the allocations of our homes.
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Section 7: RiSk

Effective risk management is a core ingredient in any successful business. At a
time when resources are limited, it is especially important to reduce the number
of unwanted surprises. We understand the importance and value of managing
risk and see our risk management policy and framework as an essential
element of good governance, improving our decision-making and enhancing
our outcomes and accountability.

Approach

We have adopted a comprehensive approach to risk management to ensure that we:
e are more flexible and responsive to new internal and external demands;

are able to make informed decisions;

can provide assurance to our Board;

reduce incidents and control failures; and

are able to achieve our key targets and priorities.

Risk Management Framework
A few years ago, we strengthened our risk management framework across the Group and
intfroduced a process in which risks are idenftified, assessed, confrolled, monitored and
reviewed. The framework is designed to:

integrate risk management into the culture of the Group;

raise awareness of the need for risk management;

encourage a positive approach to risk management;

support improved decision-making, innovation and performance through a good
understanding of risks and their likely impact; and

e manage risk in accordance with good practice.

Audit Committee

Our Board is responsible for overseeing risk management in our organisation. It is assisted by
the Group Audit Committee, charged with monitoring the management of high-level risks,
reviewing the risk appetite, ensuring proper controls are in place and annually reviewing the
Group’'s approach to risk management.
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Section 8: MOnifOl’ing & ReVieW

This business plan signals our intention to move towards a more outcome-
based approach to business planning where we are able to measure our
strategic performance as well as our operational performance. We know that
this is not easy and will take some time to fully develop.

Performance Management

As our core strategic document, this business plan lies at the heart of our performance
management framework and allows our strategic objectives and priorities to be cascaded
down through the strategic delivery plan into team workplans and down to individual
responsibilities. We will report our performance against our business plan strategic objectives
to our Board on a quarterly basis and have set out our infended outcomes together with our
key performance indicators and targets in the strategic delivery plan afttached as an
appendix to this business plan.

Evidence Base

In preparation for the new annual assurance statements, we have already started to
strengthen our evidence base and assurance levels. Over the next 12 months, we will be
commissioning a comprehensive tenant survey, updating the information we hold on the
condition of our homes and seeking opportunities to benchmark our performance
management processes with other social landlords. The learning from all of this will be used
to underpin future updates of this business plan.
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Appendix A: OUI' Delivery qu n

Outcome

Actions

Performance Targets

Timescales

19/20 | 20/21 | 21/22

Strategic Objective 1: To be a well-respected and well-connected housing association.

1 | We are well known & | Publish good practice % of stakeholders confirming we 65% 75% 85%
respected. stories & carry out regular have a good reputation
stakeholder surveys.
2 | We are well Actively monitor, review & % of recommendations 100% 100% 100%
governed. develop governance implemented
arrangements
3 | We fully participate in | Commit to regular % attendance at key networks 75% 80% 85%
local & regional attendance & 2-way
networks. learning
Strategic Objective 2: To deliver high-quality homes and services.
4 | High overall tenant Carry our surveys to track % tenants reporting overall 87% 90% 92%
satisfaction with us as | and respond to changing satisfaction
a landlord. views & priorities
5 | More tenants happy Implement approved asset | % of tenants satisfied with the 83% 85% 87%
with the standard of management strategy standard of their home
their home.
6 | More tenants are Maximise opportunities for | % tenants satisfied with 82% 85% 87%
satisfied with how we | tenants to meaningfully opportunities to participate
engage with them. engage
Strategic Objective 3: To work with partners to enhance our effectiveness
7 | We have co-operative | Invest in partnership % of partners rating us as a good 90% 100% 100%
and productive working across the partner
relationships with all organisation.
partners
8 | New partnerships are | Implement results of Number of new partnerships 2 2 3
formed. stakeholder mapping established.
exercise
9 | Partnerships bring Improve expected benefits | Number of demonstrable benefits 1 3 2
tangible benefits to for tenants in each to tenants as a result of
our tenants. partnership. partnership working
Strategic Objective 4: To develop a skilled, professional and committed team.
10 | Our staff are highly Continue to develop & Achieve IIP accreditation Silver Silver Gold
skilled and committed | improve staff appraisal,
training, support &
supervision.
11 | Board members are Continue to develop and % of Board members participating 90% 95% 100%
well-informed, skilled improve Board induction, in Board self-assessment,
and confident. assessment, and training appraisal and training
12 | Our workplace is Continue to develop & % of Staff Action Group 70% 75% 80%
healthy & supportive improve the workplace recommendations implemented
of staff’'s wellbeing environment
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Strategic Objective 5: To be an efficient and modern organisation.

13 | We have removed Steps taken to reduce Overheads against turnover 17% 16% 15%
inefficiency and overheads (turnover less vehicles &
waste from our depreciation)
processes
14 | We have an Implement ICT strategy % of ICT action plan implemented 80% 90% 100%
integrated ICT and action plan.
system in place
15 | We learn from others | Undertake visits to other Number of tangible practice 10 10 10
and embed good RSLs and reciprocate. improvements embedded as result
practice. of learning
Strategic Objective 6: To enhance our value for money
16 | We are financially Monitor & review treasury Business plan remains affordable 100% 100% 100%
sound. management policy and full compliance with loan
agreements
Ensure accurate and timely | 1yr, 5yr and 30yr budgets & 100% 100% 100%
budget setting and forecasts submitted & approved
forecasting on time
Robustly pursue rent Gross Rent Arrears as a % of 4.25% 4.00% 3.75%
arrears Gross Income
Minimise void periods % of rent lost through void 0.6% 0.5% 0.4%
properties
17 | Our homes are Continue to test the % of tenants agree rent offers 80% 83% 85%
affordable to rent and | affordability of rent levels VFM
live in.
18 | Tenants remainin Adapt homes to suit No. of aids & adaptations 7 8 9

their homes for
longer.

medical needs
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Appendix B: Our Projected Cash Flow

PENTLANDS HA - LONG TERM PROJECTIONS
CASHFLOW STATEMENT (SHR - FORMAT)

1 2 3

2020 2021 2022
Net Cash From Operating Acctivities
Operating Surplus (Deficit) 160,424 516,593 601,186
Depreciation & Amortisation 400,223 428,076 481,262
Impairments / (Revaluations & Enhancements) - = =
Increase / (Decrease) in Creditors - - -
Increase / (Decrease) in Pension Deficit Payable ("Creditor") (92,957) (97,278) (93,155)
(Increase) / Decrease in Net Rental Debtors (27,257) (24,502) (15,476)
(Increase) / Decrease in Other Debtors, Stock & WIP 20,000 20,000 20,000
Gain / (Loss) on Sale of Fixed Assets > = =
Pension Costs less contributions Payable - Unwinding of Discount (2,833) (1,386)
Other Non Cash Adjustments - - -
NET CASH FROM OPERATING ACTIVITIES 457,599 841,504 993,818
Tax Paid (Refunded)
Returns on Investment and Servicing of Finance
Interest Received 23,733 26,588 27,897
Interest (Paid) (100,619) (169,958) (183,288)
RETURNS ON INVESTMENT AND SERVICING OF FINANCE (76,886) (143,370) (155,390)
Capital Expenditure & Financial Investment
Construction or Acquisition of Housing Properties - - -
Improvement of Housing (374,000) (469,926) (839,745)
Construction or Acquisition of other Land & Buildings - - -
Construction or Acquisition of Other Fixed Assets (5,000) (5,125) (5,253)
Sale of Social Housing Properties - - -
Sale of other Land & Buildings
Sale of Other Fixed Assets
Grants (Repaid) / Received - - -
CAPITAL EXPENDITURE & FINANCIAL INVESTMENT (379,000) (475,051) (844,998)
Financing
Equity Drawdown
Debt Drawdown - - -
(Debt Repayment) (199,843) (175,899) (175,632)
Working Capital (Cash) - Drawn / (Repaid) - - -
NET CASH FROM FINANCING (199,843) (175,899) (175,632)
INCREASE / (DECREASE) IN CASH (198,130) 47,184 (182,203)
Cash Balance
Brought Forward 735,452 537,322 584,506
Increase / (Decrease) in Net Cash (198,130) 47,184 (182,203)
CLOSING BALANCE 537,322 584,506 402,303
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