
Rental Income Assumptions: 2020/21 Wellhouse Housing Association  
 

1 The most up-to-date figures for October, published mid-November are as follows:- 
 

• CPI – 1.5%, reducing from 1.7% in September; 

• RPI – 2.1%, reducing from 2.4% in September; 

• CPIH (ONS’s new preferred measure of inflation, including an element of owner 
occupiers housing costs) – 1.5%, reducing from 1.7% in September. 

 
2 The current Business Plan assumes an inflationary rise plus 1% for each of the next 

five years. This, in turn, generates a healthy surplus of £4 million for the five years; 
however, the cash position is a bit different with an increase in cash of £1.2 million over 
the same five year period. 
 
The extra 1% rise above inflation generates, roughly, an additional £32,000 of rental 
income, which would, to use a practical example, be able to replace 13 new kitchens. 

 
3  We would need to take into account how affordable the rent increase would be for our 

tenants. The SFHA have published an Affordability Tool, which should be used in 
conjunction with this exercise. 

             
            Assuming we applied RPI + 1%, this would equate to 3.4% rent increase. This would 

be much higher than most of the tenant’s wage rises or HB payment rises. 
 

Remaining financially viable is not only determined by increasing income but by also 
cutting costs or operating more efficiently. This should help cap the level of rent 
increase. An increased focus on Value for Money should identify areas where costs 
can be controlled. 
 
In 2017, a report was taken to Management Committee recommending a rent increase 
of CPI + 1% (4%) to be applied from 01 April 2018 onwards. Committee, however, did 
not accept this recommendation and approved a CPI only (3%) increase to be applied. 
As previously stated, the Business Plan is modelled on an inflationary rise plus1% rent 
increase each year. By approving a CPI only increase, this, effectively, reduced income 
by around £30,000 in 2018/19 and each subsequent year. Management Team gave a 
commitment to generate savings in order to absorb this reduction in income. It should 
be noted that these savings would need to be made every year as the reduction in 
income is continuous. If Committee approve another rent increase of CPI only to be 
applied from 01 April 2020, then further savings of around £32,000 would be required 
for 2020/21 and each subsequent year. 

 
We must remain fully aware of the proposed price increases from our contractors and 
suppliers, if we are to ensure no detrimental impact on the business plan.  We are 
currently scoping that, but we have to assume that they will follow at least an 
inflationary increase 

 
4  We also must ensure that any proposed increase, as well as meeting each of the first 

four criteria, should not be too far removed from the rest of the RSLs in the sector. 
Particularly other RSLs in Wellhouse Peer Group or neighbouring RSLs. The GWSF 
survey results are our initial indicators of that. 

 
5       Tenant consultation is likely to commence in November or early December, allowing 

time for healthy debate on the proposals and decide well ahead of the implementation 
date.   



 
6       A sensitivity analysis of several potential rent increase scenarios as follows:- 
 

• Rent Freeze – no increase in rental income for 2020/21. Rent income will remain at 
circa £3.2 million.  

 

• 1% increase – an additional £32,000 in rental income for 2020/21. 
 

• CPI only - an additional £48,000 in rental income for 2020/21. 
 

• CPI + 1% (as per Business Plan) - an additional £80,000 in rental income for 
2020/21. 

 
Using the same practical example as 6.2 above, the difference between applying a 
rent freeze and applying CPI + 1% increase would result in a difference in rental 
income of £80,000, equating to the removal of a programme of around 33 kitchen 
replacements from the Business Plan. 

 
7       Other Financial Assumptions (with Sensitivity) 
 

• Voids losses on rental income – 0.8%. Each 1% void loss equates to £32,000 in lost 
rental income. 

 

• Salary increases are based on EVH terms and conditions. We are in the middle of 
a 3-year wage deal, with year 2 effective April 2020. Any increase due from April 
2020 will be determined with reference to the November 2019 CPI figure, which will 
be released on 18th December 2019. Each 1% of salary increase equates to circa 
£7,000. Draft budget salary increase is based on October CPI figure of 1.5% + 0.1%. 

 

• There are no changes assumed to the existing staff structure. This structure is 
based on having 3 Housing Officers in place. It also assumes the Modern 
Apprentice programme will end in May 2020. 

 

• Overheads, with the exception of Insurance, are assumed to remain at the same 
level of spend but with an inflationary increase of 2.5% added. Insurance has 
assumed to increase by 6.5% 

 

• Maintenance spend on each area has been provided by Assets & Maintenance 
Manager based on most up-to-date expectations with an inflationary increase (5%) 
included. 

 

• Bad debts are assumed to be roughly 1.1% of net rent receivable level. 
 

• Base rate is expected to remain at 0.75% for the first half of 2020/21 and then 
assumed to rise by 0.25% for the second half of the year. Because the bulk of our 
loans are fixed, each 0.25% increase in interest rate equates to an additional 
interest charge of £220 per month. 

 

• No development will take place in 2020/21. 
 

• No properties will be disposed of in the year and there will be no sales of other fixed 
assets. 

 

• There will be no additional loans taken out and no re-financing of existing loans. 



 
8       Draft Budget Results 
 

• Results highlighted below are achieved based on the assumption that rent 
increase of October CP1 + 1% (2.5%) is applied. 
 

• Surplus for 2020/21 will be £480,861. 
 

• Cash is expected to reduce by £207,323 to leave a balance at March 2021 of 
£1,823,087 

 

• All lenders covenants are comfortably achieved. 
 
 
 
 


