
 

Trust Honesty Integrity Excellence Accountability  Sustainability 

 
 

 Wellhouse: the Place to Be 

8 September 2020  

Dear Member, 

 

The next Management Committee will be held on 23 September 2020 following the Governance items 

and the AGM, via Zoom 

 

 Agenda Item Lead Time 
 

 

1. Management Accounts to 30 June 2020. Finance 
Manager 

20 min Approval 

     
     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

    

Meeting close: 8:00pm, Next Meeting: 22 October 2020 , time to be confirmed. 
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Management Committee 23rd September 2020 

Agenda Item 1 

Title of Paper Management Accounts – June 2020 

Author 
Gordon Kerr, Finance & Corporate Services 
Manager 

Attachment(s) 
Management Accounts 
 

 
FOR INFORMATION & APPROVAL 
 
1 PURPOSE 

 
1.1 To provide Management Committee members with a comparison of the budget and 

actual financial positions to 30th June 2020. 
  
2 RECOMMENDATIONS  

 
2.1 That members review the attached papers and, subject to satisfaction, approve the 

management accounts for the period to date. 
 
3 BUSINESS PLAN, VISION AND VALUES 
 
3.1 This Report is consistent with Wellhouse’s Strategic Objective to provide good        

governance and financial management  
 
3.2      This Report is relevant in respect of the following Core Values: - 

 

 Accountability 
 
3.3  This Report also meets point 12:2 from 2020/21 Operational Plan – “Quarterly            

Management Accounts”. 
 

3.4 This Report should ultimately contribute towards our overarching Aim and Vision of      
making Wellhouse "the Place to Be" 
 

4 BACKGROUND  
 

4.1 Management Accounts are the provision of financial and non-financial information to 
managers and Committee members. The Management Accounts are a basis for 
gauging financial viability and are also used as a tool for decision-making to allow the 
Association to achieve strategic and corporate objectives. Good Governance dictates 
that Management Accounts are presented to and approved by Management 
Committee.  
 

4.2 Scottish Housing Regulator: Regulatory Standards of Governance and Financial 
Management – Standard 4 states “The governing body ensures it receives good quality 
information and advice from staff, and where necessary, expert independent advisers, 
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that is timely and appropriate to its strategic role and decisions. The governing body is 
able to evidence any of its decisions.” 

 
4.3 The attached Management Accounts to June 2020 have been prepared using the 

Accruals Concept where expenditure is charged to the period in which it is incurred 
and not when the invoice is received or paid and income is credited to the period when 
it is realised as opposed to the date the sales invoice is raised or paid. 
 

4.4 The budgeted results to date are based on the annual budget for the year which shows 
a projected surplus of £641,090 for the year. A draft budget for 2020/21 was considered 
in November 2019 and the final budget was approved in February 2020. 
 

5 MAIN ISSUES   
 

5.1 Statement of Comprehensive Income (SOCI) - 
 

The budgeted surplus (24) for the period to 30th June 2020 is £188,605, however, the 
actual results for the period show a surplus of £322,163. There is, therefore, a 
favourable variance for the period of £133,558.  
 
The overall favourable variance of £133,558 arises from- 
 

 Operational activities £131,956 – favourable variance 

 Net interest and other activities £1,602 - favourable variance 
 
Income 
 
Rental income (1) is virtually spot on budget with a slight adverse variance of £227. 
Void losses (2) are also lower than the budget figure - £2,896 (0.35%) as opposed to 
£6,598 (0.80%). A favourable variance in net rental income of £3,475. 
 
Commercial rent (3a) and factoring income (3b) are both slightly less than budget 
showing small adverse variances of £643 and £548 respectively. However, this will 
change significantly going forward as the revised rental figure for 17-19 Newhills Road 
is implemented. 
 
Stage 3 Medical Adaptations Grant Income (5a) – no claims have been submitted 
during the first quarter for this grant, reflecting no spend to date on medical 
adaptations. This is expected to change in the second quarter with accelerated spend 
being claimed. 
  
Grants released from Deferred Income (4) – the budget figure was calculated on a 
projected figure based on the 2019/20 outturn; however, the actual charge is based on 
the final 2019/20 position. A bit less (£5,008) due to disposal of components which 
have now been replaced. 
  
Expenditure 
 
Management & Maintenance Admin - £31,347 under-spend against budget. The 
following make up this favourable variance: - 
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 Salaries (6) (£11,937 under-spend) – mainly due to replacement Estate Warden 
Supervisor not being in post in the first quarter of the year. 

 Overheads (7) – an underspend of £19,410 against budget. The attached 
overheads schedule shows a more detailed analysis of all variances. 

 
Repairs & Maintenance – an underspend of £148,742 against budget over all areas of 
maintenance, from a total budget of almost £1million for the full year. A more detailed 
explanation of some of the over- and under-spends as follows: - 

 

 Reactive maintenance (9)– over 50% under spend of £44,531 (Budget £87,399, 
actual £42,869). Responsive repairs (underspend £8,097), estate services 
(underspend £6,669), voids maintenance (massive underspend of £28,640). 

 

 Cyclical maintenance (10) – large under-spend of £42,822 - actual £10,478 
against budget £53,300. Some external painting carried over from last year’s 
programme, however, no gutter cleaning, virtually no electrical testing and very 
little gas servicing carried out this year so far.  

 

 Major repairs/planned renewals (11) – under-spend of £61,390 - actual £151 
against budget £61,541. Kitchen and bathroom extractor fans, back courts and 
Stage 3 medical adaptations were pencilled in for being carried out in first quarter, 
however, nothing has taken place.  

 

 The large underspends in maintenance come as no surprise. Most of our 
contractor’s staff were on furlough due to covid-19 and only emergency repairs were 
being carried out. Work should, hopefully, start picking up again from September as 
contractors return to full strength. 

 
Housing Property Depreciation (12) – favourable variance of £4,774. The budget figure 
was calculated on a projected figure based on the 2019/20 outturn; however, the actual 
charge is based on the final 2019/20 position updated to include any replacement 
components. Replacement components this year much lower than budget so far, also 
contributing to the lower depreciation charge.  
 
Bad Debts (13) – this is actually the charge to income and expenditure, which will 
increase the provision rather than the actual amount of bad debts written off. Due to 
the issues of the 2020/21 budget not stacking up, we decided not to budget a charge 
to income and expenditure this year. However, in actuality, we will be processing a 
charge each month and rather than being based on a notional budget figure, this is 
now calculated using the same formula as at the year-end – based on band levels of 
arrears. The charge for the first quarter has increased the provision quite substantially 
by £41,738. 

 
5.2 Statement of Financial Position-  

 
The Statement of Financial Position shows the actual position at June 2020 and also 
the position at March 2020 and the resulting movement in this financial year. 
 
Housing Properties (18) has increased by £106,249. A few individual kitchen, 
bathroom and boiler replacements has amounted to £20,511, however, this is 
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considerably less than the budget figure of just over £303,000. The purchase of an 
individual property on the open market added an additional £85,000. 
 
Cash (19) has increased by almost £100,000 to £2,118,035. Although, the arrears 
balance has increased due to cash not coming in, there have been significant shortfalls 
in cash going out, particularly maintenance resulting in this positive movement in cash. 
 
Payables < 1 Year (20) 
 

 Misc. creditors has reduced by over £170,000 since the year-end. The purchase 
ledger control A/C has reduced by almost £100,000 accounting for a large part of 
this movement. 

 Due to the new accounting treatment for pensions, we no longer show the element 
of pension deficit payable within one year separately. 

 
Payables > 1 Year 
 

 Loans (21) – have reduced by £59,490 due to the monthly contributions being paid 
towards this liability.  

 Pension deficit (21) – The pension deficit reflects the revaluation of multi-employer 
DB scheme, due to the new accounting treatment for pensions. At the year-end 
the liability had been completely wiped out and subsequent payments to this 
appear to show the deficit as now being an asset. This remains here, purely, for 
internal reporting purposes as we will not be allowed to recognise an asset as part 
of the statutory accounts reporting. However, there will be another valuation prior 
to the year-end, which will, more than likely, re-introduce the liability. 

 Deferred income (22) – similarly, the monthly release of deferred grant to 
Statement of Comprehensive Income of £139,685 has reduced these balances to 
below £15 million. 

 
Reserves (23) – has increased by over £322,000 to almost £6.9 million, in line with the 
surplus made for the period. 

 
5.3 Cash-flow Report 
 

This report shows the transactions for the year-to date using the receipts and payments 
method as opposed to the accrual’s method. The cashflow report shows a cash inflow 
(surplus) of £99,284 as opposed to a surplus of £322,163 in SOCI.  
 
Generally, a broad-brush method of reconciling these two figures is as follows: - 
 

 Start with SOCI surplus; 

 Add back depreciation; 

 Deduct grants released from Deferred income; 

 Deduct capital spend; and 

 Deduct loan capital repayments. 

 Adjust for movement in debtors and creditors (accruals and prepayments). 
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5.3 Covenant Compliance -  
 

There are no covenant compliance issues with the following results being achieved at 
June 2020: - 
 

 Interest cover - Target > 110%, Result = 629.21% 

 Gearing - Target < 30%, Result = 19.73% 
 

Both lenders – Royal Bank of Scotland and Clydesdale Bank - have used the same 
financial covenants, calculated the same way with the same target result. 
 
The 2020/21 budget had indicated that there may be interest cover issues for this year 
and had to be reviewed to avoid this occurring. The approved budget achieved this 
covenant, albeit by a very tight margin, however, the actual position achieves it much 
more comfortably. 
 

6. DISCUSSION 
 

Committee is invited to discuss any of the points reported on above. 
 

7. REGULATORY, LEGAL AND CONSTITUTIONAL ISSUES 
 

7.1 As laid out in Scottish Housing Regulator: Regulatory Standards of Governance and 
Financial Management (particularly standards 3 and 4) there is a regulatory 
requirement for Wellhouse to report regularly to Management Committee and for 
Management Committee to approve these financial reports.  
 

7.2 It is also considered Good Practice for Wellhouse to prepare quarterly Management 
Accounts in order to demonstrate financial viability and to allow for the decision-making 
process to achieve corporate objectives. 
 

8. FINANCIAL IMPLICATIONS 
 

8.1 Any material points are noted at section 5 above. 
  
9. KEY RISKS 
9.1  

(a) Strategic Risks (b) Operational Risks (c) Project 
Level Risks 

Failure to provide up to date and 
accurate financial reports and budget 
monitoring would result in the 
Association being unaware of its 
actual financial position. This could 
lead to decisions being taken on 
incorrect information and could result 
in financial and reputational damage. 
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Mitigation Mitigation Mitigation 

Quarterly Management Accounts, and 
other financial reports, are presented 
to Management Committee for 
discussion and approval”. 

  

 
 
 
10. EQUALITY, DIVERSITY & HUMAN RIGHTS IMPLICATIONS 

 

10.1 None apparent. 
 
11. SUSTAINABILITY 
 
11.1 Not applicable. 
 
12. SWOT ANALYSIS 
 
12.1 Not required as no new business activity proposed. 
 
13. CONCLUSION 
 
13.1 Some over- and under-spends against budget in the Statement of Comprehensive 

Income, however, overall, the actual surplus position is considerably higher than the 
budget surplus for the period to June 2020. The delayed start in carrying out most of 
the maintenance programmes has contributed, in no small way, to the underspend. A 
vacant staff post for the period and reduced spend on overheads have also contributed 
to the variance, however, apart from those the actual performance is pretty close to 
budget. 

 
 Cash position continues to increase and is in a reasonably healthy position finishing 

the period at over £2.1 million. 
 
 Overall, a good performance so far for the first quarter of 2020/21 resulting in a healthy 

financial position. 
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