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The Barnet Group (TBG) Business

Title
Plan

Report of | Chair of the Policy and Resources Committee

Wards | All

Status | Public

Urgent | No

Key | Yes

Enclosures | Appendix A- TBG Business Plan (as approved by TBG Board)

Tim Mulvenna, Group Chief Executive The Barnet Group,

Officer Contact Details Tim.Mulvenna@thebarnetgroup.org

Summary

The business plan sets out The Barnet Group’s financial position for the period 2023/24 to
2027/28. The business plan was approved by The Barnet Group board at its meeting on 15
December 2022. The plan reflects the financial performance of the first 8 months of 2022/23
and the further activities planned over the forthcoming 5 years. This is relevant to the council
as 90% of Barnet Homes and 85% of Your Choice (Barnet) revenue is for providing housing
services (Barnet Homes) or adult social care (Your Choice (Barnet)) to the Council and so
the budgets are a key input to Council budgets.

Officers Recommendations

1. That the Policy and Resources Committee approve The Barnet Group
Business Plan attached at Appendix A.

1. Why this report is needed
Context

1.1 As required under the shareholder agreement between London Borough of Barnet
and The Barnet Group (TBG), there is a requirement for TGB to submit a budget and

BJAIRINJE|T

LONDON BORDUGH



mailto:Tim.Mulvenna@thebarnetgroup.org

5-year Business Plan to the Council each year. This is because the income of much
of the entities within TBG are costs to the Council’s budget.

1.2  These budgets and business plans have already been approved by the Board of
Directors for TBG; the Board includes 2 Council nominated Councillors and the Chair
of the Board is an independent nominated by the Council.

1.3  The five-year budget is strong relative to prior years, but also includes significantly
more risks than prior years. The wider macro-economic conditions mean that
Bumblebee and Open Door Homes have increased risk on rent collection; the 500 —
unit acquisitions program for Open Door Homes (which also generates surpluses for
Barnet Homes) is uncertain if it will continue beyond this financial year, although the
Council is working alongside TBG to determine the conditions to continue. Whilst
Barnet Homes is generally insulated from wage and cost inflation, the same is not
true for Your Choice in particular, annual increases with the Council are negotiable
and London Living Wage (LLW) increases are expected to be relatively high. The
greatest risk is the request to the Council for an additional £1.2m of HRA revenue
funds for repairs cost increases related to damp and mould resolution.

1.4  The other ‘service’ business within TBG, i.e. Bumblebee and TBG Flex are expected
to grow marginally from current financial levels. Open Door Homes is a ‘long-term’
business that will incur significant losses in the early years, but profits over the long-
term.

2. REASONS FOR THE RECOMMENDATIONS

2.1 In developing the plan, we have considered a range of external and internal issues which
have influenced our thinking about our priorities. These include customer satisfaction,
recently amended (and upcoming legislation) as regards Building safety and Fire Safety;
evolving regulatory requirements and the wider economic environment.

2.2 The TBG Board approved the draft plan in December 2022, which is attached for approval
by the Policy & Resources Committee.

3. IMPLICATIONS OF DECISION
3.1  Corporate Priorities and Performance

3.1.1 The business plan addresses the Council’s priorities and the areas of the Housing
Strategy that TBG actively support along with the outcomes sought by Adults Social
Care.

3.2 Resources (Finance & Value for Money, Procurement, Staffing, IT, Property,
Sustainability)

3.2.1 TBG is wholly owned by the Council. As a result, TBG’s financial performance (including
its assets and liabilities) are consolidated within the results of the Council. Furthermore,
while TBG is a separate legal entity to the Council, the Council retains an overall
accountability to residents for the provision of TBG’s services (Barnet Homes, Your
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Choice, Open door etc). As such, key operational risks within these services cannot be
fully transferred from the Council to TBG.

3.2.2 The Business Plan includes the consolidated financial results for the Group in the body of
the document, along with separate plans for each subsidiary as appendices. These plans
include all MTFS savings agreed with the Council.

3.2.3 The business Plan for the Group includes Open Door Homes. Open Door Homes is a
social housing Registered Provider subsidiary of Barnet Homes and intends to build 356
(314 completed so far) properties, has acquired 155 properties from the Council and
aims to acquire 500 properties (200 acquired so far) on the open market to then be used
to house local residents entitled to being supported with housing. All of this will be
achieved utilising loan funding from the Council.

3.3 Legal and Constitutional References

3.3.1 The business plan includes spending required to maintain compliance with Regulator for
Social Housing regulation applicable to the council and Care Quality Commission
requirements as regulator for Adult social Care services.

3.3.2 The Council’s Constitution, Article 7.5, Committees, Forums, Working groups and
Partnerships, sets out the functions of the Policy and resources Committee, which
includes the approval of the budget and business plan of The Barnet Group.

3.4 Insight

3.4.1 Insight hasn’t been utilised directly in the production of the Group Business Plan,
however feedback from customers on the Resident Board at TBG, plus resident Board
members has been included.

3.5 Social Value

3.5.1 The budget includes sufficient resources to deliver on TBG's overall vision (for customers
to be our biggest advocates). As part of all procurement, a preference for local suppliers
is included.

3.6 Risk Management

3.6.1 A budget insufficient for TBG to operate would require the Council to ‘step in’ as the
parent company and be the responsible party for delivery of the statutory services TBG
does provide.

3.7 Equalities and Diversity

3.7.1 The Equality Act, 2010 (“the Act”) sets out the provisions of the Public Sector Equality
Duty which requires Public Bodies, in the exercise of their functions, to have due regard
to the need to: a) eliminate discrimination, harassment, victimisation and any other
conduct that is prohibited by or under the Act; b) advance equality of opportunity between
persons who share a relevant protected characteristic and persons who do not share it;
and c) foster good relations between persons who share a relevant protected
characteristic and persons who do not share it.

3.7.2 The relevant protected characteristics are: age, disability, gender reassignment,
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pregnancy and maternity, race, religion or belief, sex, sexual orientation. It also covers
marriage and civil partnership with regard to eliminating discrimination.

3.7.3 TBG complies with the Public Sector Equality Duty when exercising its public functions.
The delivery of housing and adult social care services are delivered compliantly with the
Public Sector Equality Duty and in a non-discriminatory manner.

3.8 Corporate Parenting

3.8.1 In line with the Children and Social Work Act 2017, the Council has a duty to consider
Corporate Parenting Principles in all relevant decision-making. Promoting independence
is a priority of the Council. Barnet Homes work closely with relevant Council departments
to ensure that care leavers make a successful transition to independent living.

3.8.2 Your Choice (Barnet) has targets to assist those with learning disabilities who can obtain
work to become employed by developing their employability skills.

3.9 Consultation and Engagement
3.9.1 N/A
3.10 Environmental Impact

3.10.1 The budget includes ensuring Barnet Homes has appropriate staffing structures to
manage delivery of works to get council properties to all be EPC ‘C’ by 2030.
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APPENDIX A- THE BARNET GROUP BUSINESS PLAN

1 Budget overview 2023/24

Surplus/
Entity (Z%Zf;;z"z Key points
£000
The Barnet Group (42) Continues to deliver a small loss from overheads
Key risks — additional income from Council not
Barnet Homes 821 approved and ODH acquisitions program cannot
continue.
103 Key risks — more landlords exit the sector meaning
Bumblebee lower lease and/or management deal volumes. and
its’ impact on cash flow
Key risks — a 6% increase in all income has been
budgeted but is yet to be agreed, primarily with
Your Choice (YCB) 86 Council as the largest customer. Occupancy levels at
Ansell Court and Supported Living being at budgeted
levels.
Key risks — Staff turnover reduces significantly or
TBG Flex 468 more agency staff utilised.
Service Companies 1,436
Open Door (ODH) (2,793) !(ey risks — Acquisitioq program does. not progress,
increased bad debts or increase in repairs costs.
Group result (1,357)

2. Key Assumptions

2023/24 2024/25 2025/26 2026/27 2027/28
CPI 10.1% | 10.0% 2.0% 2.0% 2.0%
Barnet Pay increases 50%| 50%| 20%| 20%| 2.0%
Homes Management fee
increase 6.7% 6.8% 2.0% 2.0% 2.0%
YCB LLW increase 90p/hr | 22p/hr | 22p/hr | 22p/hr | 22p/hr
Pay increases 5.0% 5.0% 2.0% 2.0% 2.0%
Unit Growth (Start
ODH 682 units) 126 74 92 39 0
Unit Growth (Start
Bumblebee | 317 units) 53 36 50 60 56




2.1

The table above summarises the ‘generic’ assumptions for the entities, but there
are further for each detailed below.

2.2 In YCB, the results each year assume the awarding of discretionary pay
increases (generally in line with NJC), which are not currently funded by Council.
Discussions are ongoing regarding a review of this and whilst the additional
revenues have been assumed, these are not assured. If the revenues are not
achieved, this will put pressure on YCB’s ability to make future loan repayments.

3. Barnet Homes

3.1 Key items that support the Barnet Homes budget and assumptions made are as

follows:

3.1.1 The key points are:

e Assist service is closed by 31 March 2022 and any related costs are
included in 2022/23

e An additional £1.2m of funding from Council is secured due to damp and
mould issues; this will allow the repairs service to break-even.

e Approval is achieved (and an appropriate mechanism devised) to recycle
£300k of TBG Flex profits back to Barnet Homes from Year 2 onwards

e The Open Door Homes acquisition programme can continue. If not, that
will reduce revenues by approx. £800k and results by £400k in Year 1
and 2

e The contract with Council ends in Year 3 and is subject to renewal. Years
4& 5 assume the renewal is on the same terms as currently.

3.2  5-year summary

Year £k 2023/24 2024/25 2025/26 2026/27 2027/28
Approved budget- 2022/23 52 42 66 84

Proposed budget- 2023/24 821 755 45 28 12

Key reasons for the variation between the approved budget and the draft budget
are:

e Additional margin from non-core services in year 1, years 2-5 relates to
the ‘recycling’ of TBG Flex surpluses offset by lower ‘speculative’
development income.

e The additional Council funding relates to increases in repairs costs
relating to damp and mould.

3.2.1 Barnet Homes financial performance continues to rely on development and

acquisitions income to generate surpluses (£826k in Yr 1). External factors
continue to create financial pressures on delivery of the management
agreement, particularly repairs.



3.3 Core Services

3.3.1 This reflects the financial performance of the original Management Agreement.
The specified savings in the early years of the contract have meant that revenue
reduced faster than costs; but BH preferred to protect service delivery by cross-
subsiding the profits from growth to offset the core contract losses.

3.3.2 The table below includes the additional £1.2m required from Council.

Core Contract
2023/24 2024/25 2025/26 2026/27 2027/28
Budget Budget Budget Budget Budget

Income 43,731 44,989 45,944 46,959 48,002
Operating Costs 44,402 45,600 46,725 47,883 49,076
Operating loss (671) (611) (781) (924) (1,074)
Interest Receivable

Interco Interest Receivable 49 39 30 23 -
Deficit before tax (622) (572) (751) (901) (1,074)
Corporation Tax 40

Deficit after tax (662) (572) (751) (901) (1,074)

3.4 Non-Core Services

3.4.1 These include development fees, acquisition income and other services provided
to Council outside of the main contract (e.g. Housing Options) and to other
related Group companies

Non-Core services
2023/24 2024/25 2025/26 2026/27 2027/28
Budget Budget Budget Budget Budget

Income 13,040 12,079 12,475 12,808 13,246
Operating Costs 11,557 10,752 11,679 11,879 12,160
Operating Profit 1,483 1,327 796 929 1,086

3.4.2 Growth in development and acquisition fees is as per the table below.

Income £000 2023/24 2024/25 2025/26  2026/27 2027/28
Identified Development 1,720 1,731 1,377 1,118 999
Schemes
Identified acquisition 1,407 813 316 i )

schemes

Speculative

Development fees- - - 700 1,600 2,150
Unidentified

TOTAL G&D INCOME 3,127 2,544 2,393 2,718 3,149

The identified development and acquisition schemes are all known, approved schemes
where the risk is slippage or a solution to the interest rate issue for ODH acquisitions



cannot be found. Significant speculative fees are required to continue the cross subsidy
of the management agreement. These speculative fees in last years budget were
£1.445m in 2025/26 and then £1.470m in 2026/27. The TBG Development Team are
always finding new opportunities, but the ‘gap’ is significant especially with no
acquisitions program to support generating revenue.

3.5

Key Risks

Key risks within the budget are as follows:

3.5.1 Downside

Council do not agree to the increased repairs funding (£1.2m)

ODH acquisitions cannot continue (£450k net loss plus possibly
redundancy costs in Year 1)

Uncertainty regarding growth and development income if targets for
acquisitions and milestones for development fees are not met. Other
efficiency savings will need to be found if the speculative schemes do not
materialise.

Continued inability to contain repairs costs

Difficulties in recycling TBG Flex surpluses. (£300k+ from year 2)

3.5.2 Upside

4.1

411

Additional development income from new opportunities

Additional management fees from higher growth in Opendoor and/or
Bumblebee

Savings from amended SLA agreements (£100k)

Greater contribution from TBG Flex surpluses

Your Choice Barnet
Key items that support the YCB budget and assumptions made are as follows:

The key points are

The legacy YCB services (3 day Centres and affiliated services) contract
extensions end in March 2024. The budget assumes YCB retain these contracts
on similar terms (overall) to the existing contract.

The YCC services contract ends in July 2024 and is on a full cost recovery basis.
The following years are subject to renewal and a breakeven position has been
assumed in these years either as cost recovery or if YCB is managing these
services directly.

Occupancy rates at Ansell Court and Valley Way is assumed to be at 90% and
Supported living 94%.
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The new Atholl House service (similar to Ansell Court) has a phasing plan (and
finances agreed with the Council). Breakeven is assumed until the service is at
90% occupancy and then it is hoped to make a small margin

6% increases in all services for 2023/24 has been forecast though the increase
is yet to be agreed. 2% per annum thereafter has been assumed

4.1.2 In applying the above changes, the annual surpluses generated will be sufficient

to make the loan repayments.

4.2 5- year summary

Year £k 2023/24 2024/25 2025/26 2026/27 2027/28
Approved budget- 2022/23 128 155 185 211

Proposed budget- 2023/24 86 142 147 149 142

Key reason for the variation between the approved budget and the draft budget
is more cautious assumptions regarding margins that can be generated and TBG
Flex surpluses ‘recycled’ offset the additional costs of the improved TBG Flex
T&C'’s.

4.3  YCB results continue to reflect the low margins that are common in Care &
Support operations generally and that the current contract with Council is very
challenging in that no annual increases are included in the contract, meaning
increasing costs from LLW in particular have to be ‘absorbed’ within any margin
YCB could make unless any changes in revenues can be agreed with Council (in
particular).

4.4  Cheshire House is expected to be completed in 2024/25. However, no income or
expense has been budgeted as negotiations have still not taken place with
Council.

4.5 Key Risks:

Key risks within the budget are as follows:

4.5.1 Downsides

1. LLW increases are above the budgeted 2% and Council do not fund the
additional rate.

2. Ansell Court, Atholl House and Valley Way occupancy below 90%

3. Fee increase of 2% will not be achieved

4. Reduction in privately funded, other LA and Commissioning Group users that
cannot be recovered

4.5.2 Upsides

1. Reduction in agency costs/staff efficiencies.
2. Additional private funders in the day centres, replacing Council ‘places’.
3. Further contributions from TBG Flex
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5. Opendoor Homes

5.1 5-year summary
The following table shows the current draft budget in the context of the current
budget, approved at the November 2021 Board.
Year £k 2023/24 2024/25 2025/26 2026/27 2027/28
Approved budget- 2022/23 (2,276) (2,556) (2,799) (2,745)
Proposed budget- 2023/24 (2,793) (3,089) (3,536) (4,098) (3,990)

The worsening position reflects the higher interest rate assumptions (4.25% vs
3.75%) and the higher management costs as per the updated SLA from April
2022.

5.2 Assumptions
5.2.1 Rent
For the affordable rents, increases of 7% (as announced) then 5% and then CPI
have been assumed.
Acquisition units which are used for temporary accommodation, is at LHA. No
increase in LHA rates has been assumed for Years 1-3, then CPI only.
5.2.2 Breakdown of units in management
2022/23
Units in Management| Forecast 2023/24 | 2024/25 | 2025/26 | 2026/27 2027/28
New Build 316 362 362 362 362 362
Aquistions 211 291 365 457 500 500
Acquistion 155 155 155 155 155 155 155
Total units 682 808 882 974 1017 1017

5.2.3

The current Tranche 3 and Microsite programme will complete in early 2023/24
(there is only 1 site currently not complete) after which no further approved new
build schemes are forecast and therefore there will be no development growth.
With the open market acquisitions after the 500 units have been completed there
is nothing in the pipeline at present. As a result, no growth is forecast for
2027/28.

Loan Interest Rate
Interest rates of 4.25% on Tranche 3 loan and on the £170m acquisition loan has
been assumed throughout, in line with the business plan. For the various loans

12
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5.3

on the 155 units that were transferred from Council, the interest rate was fixed at
the time of drawdown.

Bad Debt Provision

1.5% bad debt provision has been assumed for both new build and acquisitions
in line with the business plan. Current results are showing collection (particularly
on acquisition properties) is behind this assumption and so a lump sum of £75k
additional has also been budgeted.

Risks

5.3.1 Downside

¢ A ‘buffer for bad debts has been included, but this may not be sufficient given

the potential cost of living pressures on the residents.

e Loan interest rates are currently high and expected to increase which could

result in slowing down, pausing or cessation of the acquisition programme and
loss of income.

¢ Repair costs may be higher than budget either due to additional inflation or as

the new build units begin to get older and thus more repairs become
necessary.

5.3.2Upside

Any future rent increase or LHA increase above assumptions will benefit the
plan.

Staircasing of Hermitage Lane properties

Future agreements with Barnet Homes on sub-CPI increase of costs

Interest rates being below the assumed 4.25%

6. TBG Flex

6.1 5-year summary

Year £k 2023/24 2024/25 2025/26 2026/27 2027/28
Approved budget- 2022/23 327 358 386 407

Approved budget- 2023/24 468 10 51 37 23

6.2

6.2.1

The overall position for TBG Flex is that it will be in surplus throughout the 5-year
period, this is due to the 4% margin charged on all seconded staff. From Year 2 it
is expected that £500k to £550k of surpluses will be ‘recycled’ to other entities
within the Group as the surpluses are internally generated.

Assumptions

A 5% pay rise has been included for all staff for 2023/24 and 2024/25 and 2% for
subsequent years.
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6.2.2

6.3

6.4

71

7.1.1

7.1.2

7.1.3

Average monthly increase in employee numbers are based on current
experience.

Other considerations in the TBG Flex budget are:

1. The margin of 4% demonstrates “arms-length” trading and to ensure
reasonable profit is generated.

2. Other payroll costs include the apprenticeship levy at 0.5% of total payroll and
administration charges for payroll.

Risks

Both downside and upside risks relate to volume of staff employed via TBG Flex.
A secondary risk is that surpluses cannot be ‘recycled’ within the Group.

Bumblebee
Key Assumptions

The original business model consisted of income from leases, management
agreements and letting of properties. Leases however proved to be popular,
especially during the pandemic when high street outlets were closed and was the
main source of income. There were management agreements and leases but
there was slow growth in these 2 areas. The market has changed and lease
volumes are slowing, with some landlords switching to a management model;
also a number of private landlords are exiting the market. With this is mind the 5-
year plan has assumed a change in the mix of income sources and slower
growth than previously forecast.

Units in management

2022/23
Units in Management Forecast 2023/24 2024/25 2025/26 2026/27 2027/28

Leases 360 404 448 501 549
Management and lettings 27 49 70 96 122
Approved budget - 2022/23 387 453 518 597 671

Leases 278 290 296 304 314 322
Management and lettings 39 70 o2 122 162 200
Total lease, management and

Lettings 317 360 388 426 476 522
Sales 10 20 30 40 50
Draft budget 2023/24 317 370 408 456 516 572

Leases have reduced in line with current experience. Sales reflects the decision
to enter the market of selling units.

Income and cost increases

Cost increases are in line with CPI. In 2023/24, 10.1% increase, then 10% and
2% thereafter in line with the rest of the Group. Management fee margin is 7%
and 6% for lettings. Revenue per sale is £5,463.
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7.2  5-year summary

Based on the above assumptions the 5-year summary is as follows:

Year £k 2023/24 2024/25 2025/26 2026/27 2027/28
Approved budget- 2022/23 171 286 434 601
Approved budget- 2023/24 103 225 378 481 629

The lower estimates in the earlier years when compared to the previous budget is
mainly due to:

The revenue mix changing with more management agreements
Slower rate of growth given the current economic climate

The new sales model losses in Years 1 & 2.

Cost increases in line with CPI.

7.3 Keyrisks

7.3.1 Downside
e Management and letting numbers may not be achieved if the economy
changes
e Sales figures may not be achieved.
¢ In the current economic climate costs could be incurred on evictions.
e Bad debts

7.3.2 Upside
e With properties being let to private tenants bad debts may be lower
e With fewer leases repairs costs should be lower
e Lease income could be higher if a higher than budgeted rent per tenant
is achieved
e Higher than budgeted management leases could be achieved resulting
in higher revenue

8. The Barnet Group Company

8.1  5-year summary

Year £k 2023/24 | 2024/25 | 2025/26 | 2026/27 | 2027/28
Approved budget- 2022/23 (41) (42) (42) (42)
Approved budget- 2023/24 (42) (44) (45) (46) (47)

The budget is for a loss each year, this is due to the entity only incurring costs,
director fees, insurance and audit fees relating to the entity, less some interest

income.
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