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BIRMINGHAM CIVIC HOUSING ASSOCIATION LIMITED

BOARD OF MANAGEMENT REPORT
FOR THE YEAR ENDED 31 December 2022

The members of the Board present their report and the audited financial statements for the financial year ended 31
December 2022.

Principal Activities

Birmingham Civic Housing Association Limited is a Registered Provider with the Regulator of Social Housing, the
principal activity of the association is to provide general needs social housing to people in need. The Association
owns and manages 217 properties located in Birmingham. The Association is registered under the Co-operative
and Community Benefit Societies Act 2014 and is a member of the National Housing Federation. The Association
is governed by a voluntary Board of Management.

The Association’s purpose is to:

“Provide good quality homes and services to people in need while ensuring that the association
continues to run on a sound financial footing”

With this vision in mind the Board of Management has set the following key priorities:

1. Provide high quality homes and services that meet the needs, wishes and aspirations of our tenants.
2. Investin the quality, safety and environmental sustainability of our homes.
3. Demonstrate high standards of governance and business effectiveness and maintain a sound financial

position.

The Board of Management aims to maintain the Association’s independence, financial strength and viability.

Business Strategy

The Board directs the Association’s strategy and ensures that safeguards are in place to protect the current and
future viability of the association, whilst delivering our purpose and value for money. The Board delegates
responsibility to an Audit Sub-Committee to review performance and oversee the management of key risks.

The Board's strategy is to operate efficiently in providing good quality management and maintenance services,
generating surpluses to reinvest in improving homes and purchasing additional properties.

The Board is committed to improving the thermal efficiency of all homes to achieve a minimum “C” energy
efficiency rating by the end of 2023. The Board is also committed to keeping key components in good repair and
providing modern kitchens and bathrooms in all homes.

The Board of Management regularly review performance against Key Performance Indicators, a summary of
performance for the year ending 31 December 2022 is provided in the following pages.

Improving our Homes

In the past year £215,540 (2021: £177,732) was spent on capitalised major works to improve energy efficiency and
modernise homes.

Major Repairs Value (2022) Value (2021)
Kitchen renewal £64,897 £52,643
Bathroom renewal £56,058 £47 322
Boiler replacement £31,753 £54,811
Window & Doors £9,787 £ 2,891

Roof renewal £17,979 £18,951
Structure £1,194 £-

Insulation £33,872 £1,114
Total £215,540 £177,732



BIRMINGHAM CIVIC HOUSING ASSOCIATION LIMITED

BOARD OF MANAGEMENT REPORT
FOR THE YEAR ENDED 31 December 2022 (continued)
In 2023 a further £180,000 has been allocated for component renewals and insulation work.

Following investment through our Affordable Warmth Programme, 87% of homes have now achieved a “C” energy
efficiency rating, this is a significant achievement given that most of our homes are of solid wall construction. A key
priority is to insulate all homes by the end of 2023.

Repairs and Maintenance

In 2022 the Association spent £236,250 on routine maintenance, of which £37,065 was spent on repairs to vacant
properties. A further £134,180 was spent on planned repairs such as electrical testing and repairs, gas servicing,
external painting and environmental works.

The Association delivers a responsive repairs service in partnership with Wrekin Housing Trust which includes a
24/7 repairs reporting service and has a similar arrangement with Status Heating for gas servicing and repair of gas
appliances. The Association aim to complete all responsive repairs within 14 days, this is a challenging target and a
quicker response than that offered by many other social housing providers. The following table provides a summary
of performance on repairs and maintenance for the past year.

Repairs & Maintenance Target 2022 2021 SPBM
% dwellings with a valid gas certificate 100% 100% 100% 100%
% reactive repairs competed within target 90% 82.1% 86.3% 95.7%
Satisfaction with repairs & maintenance 86% 86% 86% 87%
Cost per property of responsive and No £1,707 £1,321 No data
planned (excluding voids) target

Cost per property of major and cyclical No

(planned work) target £1,611 £1,256 £840

A key priority for the year ahead is to improve performance on the number of reactive repairs completed within the
14 day target.

Tenant satisfaction with repairs and maintenance was last independently tested in 2018 through an externally
validated STAR survey which showed satisfaction with repair and maintenance is higher than the average for all
providers (86% compared to 78% for all providers) and slightly below the SPBM benchmark group (87%). A new
survey will be completed in 2023.

In the past year the surveys carried out by Wrekin Housing Trust following completion of a repair show that 97.8%
of tenants were satisfied with the service they received.

Listening to our Tenants

The Association’s approach to tenancy management is based on personal contact with every tenant at least once a
year, wherever possible by home visit. In 2022, following the lifting of covid 19 restrictions, we resumed our annual
tenant liaison programme and made personal contact with 80% of tenants. Through this programme housing
managers establish a one-to-one relationship with tenants and are able to tailor service delivery to the tenants
specific needs, contact is maintained more frequently where additional support is required, we also collect feedback
on our service and welcome suggestions on how we can improve in the future.

Tenant Liaison Target 2022 2021 SPEM
Contact with tenants through annual 100% 80% 99% No data
programme



BIRMINGHAM CIVIC HOUSING ASSOCIATION LIMITED

BOARD OF MANAGEMENT REPORT
FOR THE YEAR ENDED 31 December 2022 (continued)

In 2022, following consultation with tenants, we launched a new App that allows tenants to access their rent
account, report repairs and contact us on other housing issues. The App also allows tenants to provide feedback
on the service they have received and make suggestions for service improvement, the App will be rolled out to all
our tenants during 2023.

The 2018 STAR survey found that satisfaction with the overall service is higher than the average for all providers
(89% compared to 86% for all providers) but lower than the average for the SPBM benchmark group (92%). Under
usual circumstances a new satisfaction survey would have been completed in 2022, however, this has been
delayed until 2023 in order to incorporate the new Tenant Satisfaction Measures (TSMs).

The Association complies with the Housing Ombudsman Complaint Handling Code. In 2022 five complaints were
received all of which were resolved at stage one. The Board of management receive quarterly reports on the
complaints received, the findings and the lessons learned.

Complaints 2022 2021 SPBM
Number of complaints 5 5 No data
% complaints resolved at Stage 1 100% 100% No data

Income Management

In 2022 rent arrears as a % of rent due was 3.53%, this is a significant increase on the 2.68% in 2021, the increase
in rent debt reflects the financial impact of the pandemic and the cost of living pressures experienced by many
tenants, particularly as a result of increases in the cost of fuel bills, food and other essential items. The Association
continues to help tenants manage rent debt and assist them to access independent money advice services.

Rent Collection Target 2022 2021 ___SPBM
Rent arrears as % of annual debit 27 3.563 2.68 3.00
Rent collected as % of annual debit 99.70 101.85 101.85 100
Debt written off as % annual debit No target 0.47 0.03 No data

Rent loss on vacant properties in 2022 is 0.16% of gross rent compared to 0.13% in 2021, reflecting the low
number of vacant properties in the year (2.3% of stock). The average re-let time is 21 days which is slightly higher
than the 19 days achieved in 2021 but lower than the average for the SPBM benchmark group (28 days).

Our strategy is to help tenants to sustain their tenancy and manage rent debt, providing help with claims for welfare
benefits, discretionary housing payments and crisis funds. We have adopted the NHF eviction pledge to help
tenants manage rent debt and avoid legal action and eviction wherever possible.

Vacant Properties Target 2022 2021 SPBM
Average re-let time 19 days 21 days 19 days 28 days
Re-lets as a % of stock No target 2.3 2.8 No data
Rent loss as % of gross rent <1.5 0.16 0.13 0.61



BIRMINGHAM CIVIC HOUSING ASSOCIATION LIMITED

BOARD OF MANAGEMENT REPORT
FOR THE YEAR ENDED 31 December 2022 (continued)

Value for Money

The Association is committed to achieving Value for Money (VfM) for its tenants and stakeholders. The
Association’s VM objective is to “optimise the use of assets, be efficient in the provision of services and
improve our operating cashflows to re-invest in providing good quality homes for social rent”. By
embracing VfM as an integral part of service delivery the Association aims to create surpluses to re-invest in
existing homes and to acquire additional properties.

In 2022 the Association spent £370,430 (2021: £284,103) on routine and planned works and a further £215,540
(2021: £177,732) on capitalised major works to modernise homes and improve energy efficiency. In addition,
£386,450 of reserves was spent acquiring two additional properties which have been let as social housing units.

The Regulator of Social Housing VM regulation (April 2018), requires registered providers to report performance
against a standard suite of VM metrics, performance against the metrics is provided below:

Performance against VfM Metrics 2022 2021 SPBM
Reinvestment % 7.87 2.42 2.80
New Supply Delivered 0 0 0
Gearing 9.10 5.32 16.53
EBITDA MRI (as % of interest) 378 600 248
Headline Social Housing Cost Per Unit 4,192 3,472 4,774
Operating Margin % (Social Housing) 13.77 22.61 17.00
Return on Capital Employed (ROCE) % 1.98 3.1 2.41

The £215,540 investment on capitalised major works plus the £386,450 spent on purchasing two additional
properties is reflected in the re-investment metric score of 7.87 (re-investment as a % of the value of fixed assets at
cost). This is higher than the 2.42 achieved in 2021 because expenditure on existing homes was greater (£215,540
compared to £177,732) and there were no new acquisitions in 2021. In 2023 the re-investment score will return to
the previous level as no acquisitions are planned in the year.

The Association is not a developing organisation and has not acquired any newly built housing units.

The EBITDA MRI interest measure reduced to 378 (from 600 in 2021) due to a reduction in the operating surplus
(£178,455 compared to £252,701 in 2021) and increased expenditure on capital funded major works (£215,540
compared to £177,732 in 2021). The reduction in the operating surplus is largely due to increased spending on
maintaining homes through the routine and planned maintenance, (£370.430 compared to £284,103 in 2021).

The gearing metric, which assess net debt, increased to 9.10 from 5.32 in 2021 reflecting the use of cash reserves
to purchase two additional properties. Loan balances reduced by £97,935 in the year (£1,101,327 compared to
£1,194,175 in 2021). Net debt remains low compared to the SPBM benchmark group (SPBM 16.53). It is unlikely
that the Association will take on any additional borrowing before 2026 when two existing loans will mature,
however, the Association will continue to generate surpluses to invest in existing homes and further acquisitions.

Expenditure on major repairs is £993 per unit (2021: £827) and expenditure on responsive and planned
maintenance also increased in 2022 to £1,707 per unit (2021: £1,321) the increase in expenditure on maintaining
homes is reflected in the £4,192 Headline Social Housing Cost per unit (2021: £3,472).

The higher operating costs and lower surplus, referred to above, is reflected in the reduction in the operating
margin metric (surplus as a % of turnover) which is 13.77 in 2022 down from 22.61 in 2021. The operating margin
is lower than the 17.0 average for the SPBM group.

Whilst total assets less current liabilities is consistent with 2021 (£8,044,909 compared to £8,118,065), the lower
operating surplus of £178,455 (£252,701 in 2021) resulted in a reduction in Return on Capital Employed (ROCE) to
1.98 from 3.11 in 2021.



BIRMINGHAM CIVIC HOUSING ASSOCIATION LIMITED

BOARD OF MANAGEMENT REPORT
FOR THE YEAR ENDED 31 December 2022 (continued)

Turnover of £1,155,064 compared to £1,117,824 in 2021 reflects a rent increase of 4.1% implemented in April
2022.

Overall, financial performance in 2022 remained strong, the association spent £386 more per home on routine and
planned maintenance compared with the previous year (£1,707 compared to £1.321 in 2021) plus an additional
£166 per home on major works (£993 compared to £827 in 2021). In addition, the association utilised cash
reserves of £386,450 to purchase two additional properties which have been let as social housing units.

Financial Position
At 31 December 2022 the Association has retained reserves totalling £4,400,461 (2021: £4,355,621).
Liquidity ratiois  1.75 (2021: 3.07)
Interest coveris  4.06 (2021: 5.19)
Loan balances as % of Equity 25 (2021: 28)

Matters relating to cash inflows and outflows during the year are shown by the statement of cash flows on page 16
and in note 17a to the financial statements.

Risk Management

The Association is in a strong financial position with a healthy level of cash reserves, low gearing and only 48 of the
stock holding secured against loans. All loans are at fixed rates for the full term and are therefore protected from

increases in interest rates.

The Business Plan is regularly reviewed and robust stress tests are completed against a range of scenarios to
assess the most significant risks to financial viability, this has identified the key risk is a rent settiement for social
housing below the rate of (CPI) inflation, as is the case in 2023. Other factors, such as rent loss on vacant
properties and rent arrears, which are explored further below, are unlikely to compromise the financial viability of
the association in the short to medium term and the Board of Management have no reservations in presenting the
financial statements on a going concern basis.

Rent Loss on Vacant Properties

In 2022 rent loss on vacant properties was well below the 1.5% assumed in the budget, there were only five re-lets
during the year. As a result, rent loss on vacant properties is very low at 0.16% (0.13% in 2021).

At the close of the year only one property is vacant giving a positive start to 2023, it is by no means certain that
vacant properties will remain low and a prudent assumption of 1.5% rent loss has been assumed in the 2023

budget.

A range of stress tests against various scenarios have been completed from containing rent loss in 2023 within the
budget of 1.5% up to 4% rent loss in 2023 — 2025. In the event that this scenario was realised the impact could be

managed within available resources.

Cash Collection / Rent Debt

70% of our tenants are in receipt of Housing Benefit or Universal Credit and the greater proportion of this is paid
direct to the association. The majority of older tenants are within the group receiving either Housing Benefit or
Universal Credit with only a small number in receipt of pensions that take them above the benefit entitlement level.
The remaining tenants are currently in employment and are most vulnerable to a reduction in income or

unemployment,

In 2022 rent collected as a % of annual debit is 99.7% down from 101.85% in 2021 and current tenant rent arrears
increased to 3.53% of gross rent from 2.68% in 2021, the increase in rent debt reflects the financial impact of the
pandemic and the cost of living pressures experienced by many tenants, particularly as a result of increases in the
cost of fuel bills, food and other essential items. At the close of the year current tenant arrears are £37,588 after
adjustment for outstanding housing benefit and universal credit payments compared to £27,516 in 2021.



BIRMINGHAM CIVIC HOUSING ASSOCIATION LIMITED

BOARD OF MANAGEMENT REPORT
FOR THE YEAR ENDED 31 December 2022 (continued)

Stress tests have been completed to assess the implications of further increases in rent debt ranging from an
additional £10,000 in each year between 2023-2026 to an additional £20,000 in 2023-2026. While increases in rent
debt would impact on cash flow and require an increase in bad debt provision, the level of cash reserves brought
forward would provide a cushion against the impact, other options are also available to manage the impact such as
reducing expenditure, or raising finance from sale of assets.

Capital Programme

In 2022 £215,540 was spent on major repairs an increase on the £177,732 in 2021. The Business Plan provides
£180,000 for capital expenditure in 2023 — 2026. Should it be necessary to reduce expenditure during this period
the planned replacement of components, such as kitchens, bathrooms and boilers could be re-phased over future

years to preserve cash.
Acaquisitions

In 2022 the association acquired two properties on the open market to let as social rents, no acquisitions are
planned in 2023, however, the Association will continue to re-invest surpluses above the reserves policy threshold
to improve existing homes and acquire additional properties.

Revenue Funded Repairs and Maintenance

The Association will continue to prioritise reactive repairs and annual servicing of gas appliances ensuring that
homes are well maintained, and the safety of tenants is protected. Accordingly, the Business Plan provides
sufficient resources for revenue funded programmes at CPI+1% maintenance cost inflation.

The Business Plan provides over £120,000 a year for planned maintenance works in the period 2023- 2026.
Should it be necessary, there is scope to reduce expenditure on planned works such as painting and gardening.

The Business Plan provides over £45,000 a year for repairs to vacant properties. A range of scenarios have been
forecast in the stress tests from containing void repair costs within the £45,000 budget allocated in 2023 up to
£90,000 in 2023 and remaining at that level until 2026.

Going Concern

The business plan is based on robust assumptions and has sufficient headroom against a range of potential risks.
The greatest risk to the long term viability of the association is continuation of a rent policy that caps annual rent
increases below the rate of CPI Inflation.

The business plan demonstrates that the association will continue to make a healthy surplus in the years 2023-
2026, cash reserves will exceed the reserves policy and the EBITDA metric will be higher than the 1.1 required to
achieve loan covenant compliance. From 2026 onwards surpluses increase further as two loans will be fully
settled. The Board of Management are therefore confident in confirming that the association is viable as a going

concern.

Governance

The Association is a community benefit society and exempt charity. In 2011 the Association converted to charitable
tax status in order to benefit from charitable tax savings which could be reinvested in homes and services. The
Association operates for the benefit of the community. The rules of the Association are the NHF Model Rules

(2011).

The Board of Management are working toward full compliance with the NHF Code of Governance (2020) and aim
to achieve this by the end of 2024.

The Board of Management, which is responsible for managing the affairs of the association, comprises up to twelve
volunteer non-executive directors. The board meet five times a year for regular business. The board have
established an Audit Sub-Committee with delegated powers to monitor implementation of the Risk Management
Plan, oversee internal and external audit programmes of work, review financial performance against the approved
business plan and monitor governance arrangements. During 2022 two new board members joined the board and
a further two members were recruited and will join the board at the AGM in 2023. Board Members (who are also

shareholders) are listed on page 1.
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BOARD OF MANAGEMENT REPORT
FOR THE YEAR ENDED 31 December 2022 (continued)

Board’s Responsibilities Statement

The Co-operative and Community Benefit Societies Act 2014 and registered social housing legislation requires the
Board to prepare financial statements for each financial year which give a true and fair view of the state of affairs of
the Association and of the surplus or deficit for that year. In preparing those financial statements, the Board is required

to:
» select suitable accounting policies and then apply them consistently
* make judgements and estimates that are reasonable and prudent

» state whether applicable accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements; and

» prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Association will continue in business.

The Board is responsible for keeping proper accounting records which disclose with reasonable accuracy at any time
the financial position of the Association and to enable it to ensure that the financial statements comply with the Co-
operative and Community Benefit Societies Act 2014, the Housing and Regeneration Act 2008, and the Accounting
Direction for Private Registered Providers of Social Housing. It has general responsibility for taking reasonable steps
to safeguard the assets of the Association and to prevent and detect fraud and other irregularities.

Internal Financial Control
A statement of internal financial control and financial reporting is given on page 9.

Auditor
A resolution to appoint auditors for 2023 will be proposed at the Annual General Meeting.

Signed on behalf of the Board of Management on Q‘q'\ 4‘"’-\ 4
p £ /
4 ‘ \A P f é e AC Q. Ve

lan Stokes
Chairman



BIRMINGHAM CIVIC HOUSING ASSOCIATION LIMITED

STATEMENT OF INTERNAL FINANCIAL CONTROL AND FINANCIAL REPORTING
FOR THE YEAR ENDED 31 December 2022

The Board of Birmingham Civic Housing Association Limited acknowledge their responsibility for the Association’s
system of internal financial control in the pursuit of safeguarding the assets of the Association and maintaining
proper accounting records and reliable financial information.

It is the Board's responsibility to establish and maintain systems of internal financial control. Such systems are
designed to manage rather than eliminate the risk of failure to achieve business objectives and can only provide
reasonable and not absolute assurance against material misstatement or loss.

The Board has reviewed its approach to risk assessment and has in place an on-going process for identifying and
managing significant risks faced by the Association. The approach is strategically based.

The Board has reviewed the effectiveness of the system of internal control. In particular it has reviewed and
updated the process for identifying and evaluating the significant risks affecting the business and the policies and
procedures by which these risks are managed.

Management are responsible for the identification and evaluation of significant risks applicable to their area of
business together with the design and operation of suitable internal controls. These risks are assessed on a
continual basis and may be associated with a variety of internal or external sources, including disruption in
information systems, and regulatory requirements.

Compliance with policies and procedures is monitored by internal audit and findings are reported to the Board
through the Audit Committee who also provide a degree of assurance as to the operation and validity of the system
of internal control. Planned corrective actions are monitored for timely completion.

Management report regularly on their review of risks and how they are managed to the Audit Committee, whose
main role is to review on behalf of the Board the key risks inherent in the business and the system of control
necessary to manage such risks and to present their finding to the Board on an annual basis.

The Chief Executive also reports to the Board on significant changes in the business and the external environment
which affect significant risks. The Chief Executive provides the Board with regular financial information, which
includes key performance indicators. Management are committed to ensuring best value in all areas of the
business and to continuing improvement. Where areas for improvement in the system are identified, the Board
considers the recommendations made by management and the Audit Committee.

All material developments and new legislation have been taken into account in the preparation of the financial
statements and the review of systems and procedures.

Statement of disclosure of information to auditor

We, the Board members of the Association who held office at the date of approval of these Financial Statements as
set out above each confirm, so far as we are aware, that:

- there is no relevant audit information of which the Association's auditor is unaware; and
- we have taken all the steps that we ought to have taken as Board members in order to make ourselves aware
of any relevant audit information and to establish that the Association's auditor is aware of that information.

Signed on behalf of the Board of Management on a—i\-’ﬂ—‘a3
/D TEL A s

lan Stokes
Chairman



