	[image: image4.jpg]NORTHERN GEELONG
RENTAL HOUSING
CO-OPERATIVE




	Business Plan 2010-2011



	[image: image1.jpg]NORTHERN GEELONG
RENTAL HOUSING
CO-OPERATIVE





	Business Plan

	2010 -2011


Contents 
2Contents


5Introduction


5Origins of NGRHC


The External Context - 5Changes to Housing Policy and its Impacts on NGRHC


7Purpose of the Business Plan


9Strategic Directions


9Vision


9Mission


9Values


9Principles


91st Principle: Voluntary and Open Membership


2nd Principle: Democratic Member Control
8
3rd Principle: Member Economic Participation
8
4th Principle: Autonomy and Independence
8
5th Principle: Education, Training and Information
8
6th Principle: Co-operation among Co-operatives
8
7th Principle: Concern for Community
8
8th Principle: Honest Business Practices
9
9th Principle: Ultimate Aim is to Advance Common Good
9
11Goals


11Goal 1: Membership sustainability and development


11Goal 2: Asset planning, management and development


11Goal 3: Organisational growth and continuous improvement


12Structure & Governance


12Legal structure


12Membership


12Tax status


12Constitution


12Committee of Management


13Governance policies


13Sub Committees


14Management resources


15Organisational Performance


15Achievements


Key Achievements during 2009-2010 against the 2008-2009 Business Plan
17

Strengths
17
Weaknesses
18
Opportunities
18
19Threats


20Organisational Objectives


20Long term goals


20Medium term objectives (3 years)


21Short term objectives (1 year)


23Business Model


23Our business functions


23Income sources


23Key areas of expenditure


24Financial Performance


25Financial Position


26Financial Forecasts


26Financial model


26Assumptions


27Accountability assumptions


27Business assumptions


28Income assumptions


28Expenditure assumptions


HPF Allocations28


Tenancy and Property Adminstration28


Depreciation28


Property Maintenance28


Asset Management
30
Community Capacity Building Projects
30
32Economic assumptions


32Forecast Cash Flows


33Forecast Balance Sheet


34Risk Management


34Approach to risk management


34Key risks


36Risk management strategy


36Future development of risk management


37Attachments


37Attachment 1: Committee of Management Qualifications & Experience


37Attachment 2: Calendar of Governance Responsibilities


37Attachment 3: Financial Forecasts


37Attachment 4: Risk Management Plan




Introduction

Background to the Northern Geelong Rental Housing Co-operative 
In 1983 the Victorian Government, keen to revitalise its housing services, commenced funding alternative models of housing provision designed to not only improve and diversify its general housing stock, but give greater security of tenure and social connectedness to tenants. The Barwon Regional Housing Council held a public meeting which generated support and commitment to the establishment of a housing co-operative in Geelong.

A steering committee, supported by the former Shire of Corio’s Community Development Department, applied to the Ministry of Housing for funding to develop the Northern Geelong Rental Housing Co-operative (NGRHC) and subsequently purchase properties to be managed by the Co-operative.

Within a few years the property portfolio had grown to 48 houses and has continued to grow to the 58 properties currently under NGRHC management. More importantly, NGRHC membership rapidly grew in both numbers and strength as tenant members pooled their ideas to support one another. NGRHC continued to develop as an organisation and is now regarded as a leading tenant-managed housing provider in the Geelong Region.

NGRHC is registered as a Housing Agency under the Housing Act by the Victorian Housing Registrar, having demonstrated its capacity to meet the established criteria for housing agencies managing Department of Human Services (DHS) stock. 

The aim of NGRHC is to provide, manage and maintain secure, decent and affordable housing and to create opportunities for all members to improve their quality of life. 

In 2010 NGRHC now employs three part-time staff - a Manager, a Tenancy and Property Coordinator and a Community Development Worker - to carry out the day to day operations and functions of the organisation. 
NGRHC meets with other housing co-operatives across the state to share knowledge, identify aspirations and collectively advance co-operative housing.

The External Context - Changes to Housing Policy and its Impacts on NGRHC
Over the 26 years in which the Co-operative has been in existence there has been a significant change in housing policy at the Commonwealth and State level. The housing co-operative movement was seen as an important component of the community housing solution to the malaise of the public housing system of the 1970s and 1980s when we were first established. Today however there is little political or bureaucratic support for the model. 

This has in part been driven by the overall declining financial support for public housing and consequent increased targeting of the scarce product. This has led to a view that housing co-operatives do not target those in most need because by definition self managing co-operatives cannot easily accommodate too many people, who through circumstance or life experience are unable to contribute to the management of the co-operative.

This places Rental Housing Co-operatives like NGRHC in a difficult position – having lost the support of the government which developed them in the first place they have never achieved the scale they were intended to (100-200 dwellings) at which they would have the level of professional staff that would enable them to respond to more recent government priorities. Now, without the appropriate internal resources they are required to respond to the new emphasis on targeting those most in need, which will inevitably place them under pressure and at risk of not being able to attain the higher standards of governance and management that are also being imposed. 

The last decade has seen a significant shift in housing policy and the provision of housing assistance, the affects being:

· A significant reduction in the funding of social housing overall and public housing in particular

· Greater targeting of social housing to those in greatest need through the introduction of segmented waiting lists for public housing 

· An increase in emphasis on the role of community housing in the provision of social housing

· Greater funding for community housing accompanied by a much higher level of regulation of community housing providers

Additionally in relation to our housing management operations two other initiatives have impacted.

· The introduction of the Housing Provider Framework by the Department of Human Services. This funding framework has provided greater clarity to how rental income can be used and the respective roles and responsibilities of the DHS as owner of properties and the Co-operative as manager. One of the consequences has been to move from a rent rebate system paid by DHS to a system where the Co-operative is expected to provide a discounted rent while tenants are expected to apply for and receive Commonwealth Rent Assistance. These changes have significantly changed our business model.

· The passage of amendments to the Housing Act (1981) in 2004, which established the Registrar of Housing Agencies and required all community housing organisations managing stock owned by the Director of Housing such as NGRHC to register as Housing Providers under the Act. In order to be a Registered Agency and maintain such thereafter the performance of the organisation must meet certain standards. The Registrar is granted significant powers to intervene in the governance of the organisation if they fail to meet these standards. Members of NGRHC appreciate the high priority that these regulation requirements continue to hold within the Co-operative’s ongoing governance. 

The NGRHC portfolio is owned by the Director of Housing and hence the Co-operative was required to seek registration. This prompted a review of the way in which we conduct our business, our vision and mission, our aims and objectives, and the documentation of new strategic directions.

While these changes have impacted on the immediate operations and continued existence of the Co-operative, the introduction of the Affordable Housing Growth Strategy for Low Income Victorians provides the potential for future consolidation and growth of the organisation. This new funding initiative provides the opportunity for gradual expansion of the Co-operative to a more viable size (in terms of the level of in-house professional expertise to support a modern Social Housing Provider).

More recently, as a response to the Global Financial Crisis, the Commonwealth government introduced the Social Housing Initiative as part of the Nation Building Stimulus Package. This package will result in the largest capital injection in social housing for over 3 decades.  NGRHC has already benefited from the initiative in that we successfully submitted for approximately $232,000 over the 2008-2009 and 2009-2010 years for capital upgrades, which has made a significant impact on our asset management strategy. 
A key challenge for the next year is to explore whether there is opportunity for the Nation Building Stimulus initiative to assist us achieve some of the modest growth we aspire to.

Our Business Plan has been framed in this policy context.

Purpose of the Business Plan

In 2008 NGRHC completed the business planning and development process.  Following this a Strategic Plan 2008-2013 which outlined our plans to build the capacity of the organisation was developed.

As an outcome of the strategic planning process, and prompted by the process of registering as a Housing Agency, achieved in February 2009, the development of an annual NGRHC Business Plan was commenced. Our Business Plan documents how we pursue our strategic directions to achieve both short and medium term goals and objectives.

We have now reviewed our progress against our two previous Business Plans.  A major focus of this plan for 2010-2011 is the consolidation of changes made as a consequence of registration and organisational review, and the continued development of strategies to grow the organisation.

This Business Plan specifically relates to the financial year 2010-2011 and medium term aspirations for a further 3 years. It will be reviewed annually at the conclusion of the financial year.

Strategic Directions

NGRHC has a clear self-understanding of what the organisation stands for and seeks to achieve. This has been articulated in the Strategic Plan 2008-2013 and is summarized in this section.

Vision

We are individuals with rights and opinions who will work together in the capacity of landlords, tenants, and members of the Northern Geelong Rental Housing Co-operative. 

Mission

Our mission is to provide, manage and maintain secure, decent and affordable housing and to create opportunities for all members to improve their quality of life. We also intend to facilitate and control our needs by communicating and participating on a permanent basis within formal Co-operative structures.
Values

The values and principles of NGRHC are based on the values and principles of the Co-operative Movement.

A co-operative is an autonomous association of persons united voluntarily to meet their common economic, social, and cultural needs and aspirations through a jointly-owned and democratically-controlled enterprise.

Co-operatives are based on the values of self-help, self-responsibility, democracy, equality, equity and solidarity. In the tradition of their founders, co-operative members believe in the ethical values of honesty, openness, social responsibility and caring for others.

Principles

The co-operative principles are guidelines by which co-operatives put their values into practice.

1st Principle: Voluntary and Open Membership

Co-operatives are voluntary organisations, open to all persons able to use their services and willing to accept the responsibilities of membership, without gender, social, racial, political or religious discrimination.

2nd Principle: Democratic Member Control 

Co-operatives are democratic organisations controlled by their members, who actively participate in setting their policies and making decisions. Men and women serving as elected representatives are accountable to the membership. In primary co-operatives members have equal voting rights (one member, one vote) and co-operatives at other levels are also organised in a democratic manner.

3rd Principle: Member Economic Participation

Members contribute equitably to, and democratically control, the capital of their co-operative. At least part of that capital is usually the common property of the co-operative. Members usually receive limited compensation, if any, on capital subscribed as a condition of membership. Members allocate surpluses for any or all of the following purposes: developing their co-operative, possibly by setting up reserves, part of which at least would be indivisible; benefiting members in proportion to their transactions with the co-operative; and supporting other activities approved by the membership.

4th Principle: Autonomy and Independence

Co-operatives are autonomous, self-help organisations controlled by their members. If they enter into agreements with other organisations, including governments, or raise capital from external sources, they do so on terms that ensure democratic control by their members and maintain their co-operative autonomy.

5th Principle: Education, Training and Information

Co-operatives provide education and training for their members, elected representatives, managers, and employees so they can contribute effectively to the development of their co-operatives. They inform the general public - particularly young people and opinion leaders - about the nature and benefits of co-operation.

6th Principle: Co-operation among Co-operatives

Co-operatives serve their members most effectively and strengthen the co-operative movement by working together through local, national, regional and international structures.

7th Principle: Concern for Community

Co-operatives work for the sustainable development of their communities through policies approved by their members.

8th Principle: Honest Business Practices 

Co-operatives should deal openly, honestly, and honourably with their members and the general public.

9th Principle: Ultimate Aim Is To Advance Common Good 

The ultimate aim of all Co-operatives should be to aid in the participatory definition and the advancement of the common good.

Goals

NGRHC has completed a consultation and planning process involving members and views the future with confidence. Members are looking to build on the sound platform of 26 years of continuous operation by maintaining the things that work well and greeting change as an opportunity for continued improvement. NGRHC has carefully identified three key goals for the period 2008-2013. 

Goal 1: Membership sustainability and development

NGRHC is all about people. 

Member participation increases the strength of the co-operative and creates new possibilities for members to share skills and create new opportunities. 

Goal 2: Asset planning, management and development
NGRHC is all about flexibility and diversity. 

Suitable stock acquisition and management increases opportunities for more flexible housing options, to meet the changing personal and family needs of members.  Increasing and improving housing stock and housing choice creates favourable conditions for greater inclusiveness, diversity and numbers of people.

Goal 3: Organisational growth and continuous improvement
NGRHC is all about effectiveness. 

Growing the organisation is about setting the direction, bringing its members and partners on the journey and ensuring skills and knowledge increases the effectiveness of the Co-operative in areas such as: governance, financial management, planning and partnerships.

These goals have provided the framework for our business planning.

Structure & Governance

Legal structure

NGRHC is incorporated under the Co-operatives Act 1996.  As a co-operative the organisation is accountable to its members through Member Meetings. However the Constitution allows for the conduct of operations to be under the management of a Committee of Management.

Membership 

There are 58 households that are members of the Co-operative, and 21 households that are approved as eligible applicants awaiting housing.  Currently we have 53 applicants registered to attend our next information session.  Additionally we receive 3-5 enquiries per week from people looking for co-operative housing.
Tax status

The Co-operative is registered as a Tax Concession Charity with the Australian Tax Office.

Constitution

The Constitution of the Co-operative was amended in 2008 to conform to a Model Constitution developed by the Community Housing Federation of Victoria for Rental Housing Co-operatives and approved by the Director of Housing. As such the Constitution meets the requirements of a Housing Provider as defined under the Housing Act.

Committee of Management

The Committee of Management is comprised of up to seven members, elected annually. The current Committee members have a number of years experience on the Committee and have a vision for the Co-operative which sees us growing the service we provide.

The Committee membership is listed below and a summary of their experience and qualifications is provided in Attachment 1:

· Alison Badics

· Ann White

· Cathy Walker

· Charmaine Zorkau

· Lucy Houghton

· Rebecca Norman

· Robert Lymer
Additionally we have one external professional member Adrian McCartney, a partner with Patrick Rowan & Associates, a company specializing in finance/business management.
Governance policies

NGRHC has documented governance policies which address:

· Role and responsibilities of the Committee of Management

· Managing conflicts of interest of Committee Members

· Code of ethics

· Calendar of Governance activities

Governance policies are included in a Governance Manual provided to all Committee Members.

Sub Committees

NGRHC has established 3 sub-committees. Each is convened by a member of the Committee of Management and comprises up to 3 other Co-op members as well as having the capacity to co-opt external professionals as required. There has been some refining of the roles of the Sub-Committees and this will continue into the 2010-2011 year.  Sub-Committees for this year are:

· Asset Maintenance and Development – How we develop and maintain current property, how we may acquire additional property
· Organisational Planning and Development – How we govern, manage and develop the Co-op e.g. finance, policy, business planning
· Member Engagement and Development - How we engage, induct, support and involve members.
The structure of the organisation is represented by the following: 
[image: image2]
Management resources

With the commencement of a new manager role from June 2010 NGRHC now employs three part–time staff to assist the Committee of Management conduct the business of the organisation. Their roles and qualifications are summarised in the following table.

	Staff Members
	Employment Status
	Role
	Key Responsibilities
	Qualifications

	Janine Shelley
	0.6EFT

Contract to June 2012
	Manager

(commenced 31 May 2010)
	Governance support

Financial planning, monitoring and reporting

Policy review and development

Asset planning and development

Management of staff

Operational management
	20+ years experience within the community sector

10+ years management in community sector

Diploma of Frontline Management
Advanced Cert Managing Social and Community Services

Cert IV in Training and assessment (part-completed)

Accredited professional development courses

	Kala Smith
	0.6EFT Permanent
	Tenancy and Property Coordinator 
	Tenancy Management

Property Maintenance

Welfare Referral
	Bachelor of Arts: Social Sciences

Grad. Dip Counseling and Human Services

NGRHC Critical Incident Training (WorkMatters)

20+ years experience in community housing sector

	Vacant – to be filled September 2010
	0.6 EFT Contract position
	Community Development Worker
	Community Capacity Building projects

Regional networking

Welfare support and referral

	


Organisational Performance

Achievements

NGRHC is proud of its achievements in offering a successful model of tenant managed equitable and affordable housing in Geelong for over 26 years.

NGRHC has provided regional leadership in housing provision, advocacy and support including:

· Staff and members actively involved in local community and public housing networks

· Staff and members actively involved in local community projects such as Neighbourhood Renewal and the G21 Affordable Housing Taskforce

· Office located in central Norlane

NGRHC has developed and delivered above standard financial, maintenance and property management systems including:

· All financial transactions are recorded in MYOB accounting system on a daily basis

· Annual audit performed by a chartered accountant and provided to the Department of Human Services Consumer Affairs, the Housing Registrar (HR) and all Co-op members

· Rent transactions and rent account balances are recorded in CODA, and rent account balance and history is adjusted every week

· Every maintenance request is forwarded to the appropriate contractor on the same day the request is made to the Co-op

· Upon completion every maintenance order is recorded in CODA and on the Property Register, showing work completed, cost and timeframe

· Maintenance history of all works carried out on each Co-op property since 1995 is recorded on the Property Register and updated every week

· Property Condition reports are completed at the start of every tenancy and every 3 years by Co-op and DHS staff

· Monthly rent reports, quarterly maintenance reports and annual Community Capacity Building (CCB) project and finance reports are forwarded to DHS on, or prior to timeline

· All reporting requirements of HR are adhered to with reports being forwarded on, or prior to timeline.
Currently NGRHC:

· Manages 58 properties with stock ranging in size from 1 bedroom units to 5 bedroom houses
· Accommodates 168 people

· 5 households have been housed for over 20 years, 16 have been housed for over 10 years, while 5 have been housed for under 2 years

· 12 members are aged 55 and over while 32 are sole parent families

· 40 member households are now in full-time, part-time or casual employment, and a further 2 are in formal vocational or academic training.
Our 2009-2010 performance demonstrates the high standard of our housing management:

· Low vacancy costs ($1,258 or 0.28 %)
· Low arrears ($5,161 or 1.2%)

· Low bad debts written off ($656 or 0.15%)

· Long tenancies – reflected in high tenant satisfaction

· Responsive maintenance service – reflected in high tenant satisfaction

· Submitted for a second successful proposal for Federal Government Nation Building stimulus package funds and received $36,000 for 2009-10 for further property upgrade and maintenance work

NGRHC has excelled in tenant/member participation through training, education and governance including:

· 38 of 58 households responded to the 2010 Member Survey, responses to which  inform key directions

· The Committee of Management attended governance, finance and critical incident training and planning sessions during 2009 and 2010, and increased its participation in scheduled meetings
· A range of member engagement and participation activities have been conducted, including school holidays programs, family outings and general meetings

· Transport, child care and associated participation costs are provided

· Monthly newsletters have been distributed to all members.
Key Achievements during 2009-2010 against the 2008-2009 Business Plan
· Completing the organisational review conducted with Borderlands
· Restructuring staffing and operational models to deliver key objectives of the Business Plan including:
· Employment of the new Manager
· Redevelopment of the Tenancy and Property Co-ordinator role and position description 
· Redevelopment of the Community Development Worker role and position description
· Establishing new key planning and operational sub-committees: Asset Management & Development, Organisational Planning & Development, and Member Engagement & Development.  These groups will include external expertise
· Improving the member  participation in Committee of Management Meetings 
· Completing an Environmental Audit of 54 of 58 properties and adopting the recommended implementation plan to commence in 2010-2011 year
· Achieving an unqualified audit.

Strengths

As a Co-operative the organisation believes it retains the following strengths:

· Member empowerment and equity 

· Common shared interest of members in personally achieving permanent and stable housing, and community inclusiveness

· Long-term presence of members within the organisation (up to 26 years), creating a wealth of ‘grass roots’ knowledge and expertise, and the ability for mentorship of new members

· Connection to other similar organisations across the State

As a housing provider NGRHC also demonstrates numerous strengths. An independent audit completed by McGrath Nicol in 2008 for the Department of Human Services concluded that we have:

· Robust policies and procedures in relation to governance and housing management 

· Satisfactory financial accountability and reporting processes

Weaknesses

· Maintaining a large member participation in the activities of the Co-op
· Retaining external member skills and experience in the conduct of the Committee

While we commenced action to address these issues in the previous financial year we must retain a focus on them to ensure they are fully resolved in 2010-2011.

Opportunities

Summarising the opportunities that arise from the changes in housing policy outlined on page 5:
· The Housing Provider Framework has provided a financial framework for long term financial sustainability of the organisation

· The introduction of the Housing Registrar has provided the opportunity to attain official recognition and stability for the organisation as an ongoing Housing Provider

· The introduction of the Affordable Housing Growth Strategy provides an opportunity to increase the size of the portfolio provided we are able to achieve registration

· The Social Housing Initiative under the Nation Building Stimulus Package has provided funds for capital upgrades and now may present the opportunity for growth.

In addition there are other ongoing local initiatives which present unique opportunities for NGRHC:

· The G21 Regional Alliance is developing an Affordable Housing Growth Strategy and selecting a Registered Housing Association as a partner in its implementation. This provides NGRHC with an opportunity to link with a skilled affordable housing development agency which may assist NGRHC implement its future growth aspirations

· The Department of Human Services has established a Development Advisory Group for the Corio-Norlane urban renewal project. It appears that the advisory group has provided support for the development of a place management approach which would entail the integration of housing management with the facilitation of a community building strategy throughout the entire community. This may lead to the transfer of the management of the public housing within the development precinct to a community organisation. NGRHC could play a substantial role in the development of such an entity since the vast majority of our housing stock is located in the Corio-Norlane area.

Both of these emerging opportunities will again need to be considered during the period of this Business Plan.
Threats

The threats arising from the changes in housing policy discussed above are summarised as:

· Declining political support for the housing co-operative model, leading to policies which further erode the sustainability of the movement

· Increased pressure to house those in greatest need leading to declining member participation and consequent weakening of the governance of the Co-operative

· Failure to maintain registration under the Housing Act resulting in a forced merger with another organisation or the transfer of our properties to a registered provider

· Monitoring the demand for housing assistance and the income (and hence rents paid) of members will again be a priority for the period of this Business Plan.

Organisational Objectives

Long term goals

NGRHC, as discussed above, has established three organisational goals. These provide the framework for strategic and business planning. They are:

Goal 1: Membership sustainability and development

Participation within Co-op membership increases the strength of the Co-op and creates new possibilities for Co-op members to share skills and create new opportunities. 

Goal 2: Asset planning, management and development

Suitable stock acquisition and management increases opportunities for more flexible housing options, to meet the changing personal and family needs of members.  Increasing and improving housing stock and housing choice creates favourable conditions for greater inclusiveness, diversity and numbers of people.

Goal 3: Organisational growth and continuous improvement

Growing the organisation is about setting the direction, bringing its members and partners on the journey and ensuring skills and knowledge increases the effectiveness of the coop in areas such as: governance, financial management, planning and partnerships.

Medium term objectives 

Our Strategic Plan outlines a number of medium term objectives related to each of these goals. These are summarised below.

Goal 1: Membership sustainability and development

· All members are fully aware of co-operative values, business practices and organisational  processes

· A high proportion of members attend meetings, working parties, Committee and social events.

· A significant increase in skill development and sharing focused on enhancing access to training, employment and enterprise developments

· High levels of social connectedness and membership engagement
Goal 2: Asset planning, management and development

· A broader range and location and better condition of housing stock 

· Increased choice for members in the type of housing available

· Increased diversity in membership

· Enhanced image of public housing in the community. 
Goal 3: Organisational growth and continuous improvement

· The Co-operative operates an equitable and inclusive business model

· Excellence in  operation and management practice

· Robust, transparent and responsive finances

· The NGRHC is a great place to work

· Arrangements for contracted services

Short term objectives (1 year)

This Business Plan identifies a number of specific short term targets to be achieved in this financial year, which are related to each of these goals. These are summarised below.

Goal 1: Membership sustainability and development

· Continued implementation of an internal communications strategy designed to ensure all members:

· Understand the operations of the Co-operative and the development opportunities available to them as a member

· Understand the opportunities and risks associated with our registration as a Housing Provider
· Become competent in the use and workings of the NGRHC website

· Participate to their capacity in activities and events of the Co-op.
· Ongoing engagement with members to clarify objectives, and their opportunities and involvement in the Community Capacity Building projects for 2010-2011
· Continue to conduct a member survey designed to inform future:

· Asset planning - changing member housing needs as a consequence of aging and/or household re-formation 

· Community capacity building - member engagement, and training and employment needs to assist with greater workforce participation, and member skills and experience that could be contributed to the Co-op
· Complete the documenting of the 25-year history of NGRHC in a form that will be of use for many purposes and for many years e.g. storyboard, DVD, booklets, posters etc.
Goal 2: Asset planning, management and development

· Maintain the high levels of tenancy management demonstrated by low vacancy rates and bad debts
· Implement the first period of the asset management plan agreed with DHS which documents the respective maintenance obligations of the two parties and monitors performance 
· Complete the development of a long term asset management strategy (20 years) 
· Review the survey tool used to assess the future housing need of all members 

· Implement stage 1 of the recommendations resulting from the environmental audit of Co-operative properties conducted in 2009-2010
· Develop an asset growth strategy

Goal 3: Organisational growth and continuous improvement

· Continue to recruit additional external Committee members to address any skill/experience deficiencies in property or business management
· Meet ongoing regulatory requirements of Registration as a Housing Provider under the Housing Act and all requirements under the DHS Housing Provider Framework
· Develop a Strategic Options Paper which addresses:

· Strategies for growth as a Housing Provider

· Develop a Business Plan and Budget Framework, document a Business Plan for 2011-2012 
· Maintain adherence to the Governance Calendar as a Committee of Management Planning Framework
· Continue to implement all recommendations of the NGRHC organisational review  

· Continue to improve the NGRHC website and engage in promotion of this to members including training as required

· Develop a Diversity Policy (including Disability and CALD) for Co-operative members and public members interacting with NGRHC.

Business Model

Our business functions

We provide a range of housing related services to our tenant-members and community including:

· Tenancy management: the day-to-day service of managing tenancies including allocating vacancies and rent collection 

· Property management: including the repair, maintenance and improvement of our homes on both a responsive and planned basis

· Community building: includes activities to build the capacity of our members, the organisation and the wider community.
Income sources

NGRHC’s primary source of income is from rent collected.  Rent collected is equal to the sum of the market rents on our 58 properties less:

· The value of rental rebates we provide to low income tenants based on the formula provided by DHS. (Rebated rents provide our tenant-members with an effective rent which is approximately equal to that which they would pay in public housing after allowing for the effect of Commonwealth Rent Assistance)

· Vacancy costs which are incurred when a property remains vacant after a tenant has terminated their tenancy or when a property is being upgraded
· Bad debts, which arise from the failure of tenant-members to pay their rent, and the organisation makes the decision to write off the arrears.

Key areas of expenditure

NGRHC operates under the Housing Provider Framework administered by DHS. From the rental income we collect from tenant-members we:

· Retain a tenancy management fee and a property management fee to employ staff and administer the organisation

· Use an allowance for repairing and maintaining the dwellings

· Return an allowance to DHS to cover rates, insurance, property structural repairs and future capital improvements

· Invest an allowance in community building activities

· Retain any surplus on our Balance Sheet as reserves.
This is represented in the following diagram:
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Financial Performance
Attachment 3 includes a summary of the audited financials of NGRHC for 2009-2010. 
The following table summarises the performance of the organisation in 2009-2010 and compares it to the previous financial year.

	Financial Performance
	2009-2010
	2008-2009

	Income
	$475,070
	$621,105

	Expenditure
	$406,975
	$536,201

	Surplus/(Deficit)
	$68,095
	$84,904


The key highlights for 2009-2010 are:

· Total net rental income remained fairly stable at $434,726 compared to $431,437 in 2008-2009 

· Total revenue increased by $36,000 as a consequence of receiving a second round of funding under the Nation Building Social Housing Initiative for capital improvements 

· Expenditure of over $130,206 on maintenance of our properties, an average of $2,245 per property – which includes an amount of $36,000 property upgrade projects funded by Federal Government stimulus monies
· Total vacancy costs for the year of $1,258 which represents 0.28 % of rental revenue
· Total write off of bad debts of $656, which represents 0.15% of rental revenue 

· An operating surplus of $68,095
NGRHC has again traded strongly in 2009-2010.
Financial position  

Attachment 3 summarises the financial position of NGRHC as at 30 June for the last two financial years. 
The following table compares the position of the organisation at the end of each of these two financial years.

	Financial Position
	2009-2010
	2008-2009

	Assets 
	$264,637
	$197,794

	Liabilities
	$5,503
	$6,755

	Total Accumulated Funds
	$259,134
	$191,039


Net assets of $259,134 as at June 30, 2010 are up from $191,039 on the previous year. NGRHC is well positioned to take on the challenges outlined in our strategic plan.
Financial Forecasts

Financial model

As noted above NGRHC operates under the Housing Provider Framework administered by the Victorian Department of Human Services. Under the Housing Provider Framework NGRHC leases properties from the Director of Housing, and subsequently provides a tenancy management and limited property management service. NGRHC collects rent and from the rent collected:

· Retains a tenancy management fee and a property management fee to employ staff and administer the organisation

· Retains an allowance for repairing and maintaining the dwellings

· Remits an allowance to DHS to cover rates, insurance, property structural repairs and future capital improvements

· Invests an allowance in community building activities

· Retains any surplus on the Balance Sheet as reserves

NGRHC has developed a Financial Model to forecast income and expenditure over a rolling five year period with the assistance of our business planning advisors, Ward Bisset Consulting. This section summarises the assumptions underpinning the model and the outcomes of the model.

Assumptions 

Financial assumptions underpinning the model have been categorized under five headings:

· Accountability assumptions – the chart of accounts has been developed to reflect our principal activities/responsibilities and to make it easier to report to the Registrar of Housing

· Business assumptions – the number of dwellings under our management, vacancy rates, bad debts and any growth in the portfolio

· Income assumptions – sources of income including any income other than rent collected

· Expenditure assumptions – which to a large degree are determined by the Housing Provider Framework

· Economic assumptions – factors in the broader economy which have an impact on the financial performance and position of the organisation

Accountability assumptions

In prior years NGRHC has undertaken financial management in accordance with a chart of accounts which has reflected cost centres related to outputs arranged alphabetically rather than organisational responsibilities.  Our Chart of Accounts now reflects our principal areas of responsibility, namely:

· Tenancy and property administration

· Depreciation

· Property maintenance

· Asset management

· Community capacity building

· Other

These changes have made it easier to report against:

· The Housing Provider Framework – categories generally correspond to allowances for major cost centres under the framework

· The Housing Registrar reporting requirements – categories can be readily combined to reflect HR cost centres,
The changes have necessitated a revision of format of the audited financial statements. This is reflected in the audit report for the two previous years.
Business assumptions

The key business assumptions are:

· NGRHC will be responsible for 58 properties for this business Plan period 2010-2011– any growth beyond the 2010-2011 financial year would be factored into subsequent revisions
· It is assumed that a departure of tenants representing a vacancy rate of 1.7%. This vacancy rate is assumed to continue for the entire period of the forecast
· Bad debts are assumed to be 2% of rent collectable which is less than the allowed figure under the Housing Provider Framework but greater than recent experience.
Income assumptions

The key income assumptions are:

· Total net rent collected for the 2010-2011 year is $460,301 after allowing for $8,126 in vacancy costs and $9,560 in bad debts
· Interest income is assumed to be $5,763.
Expenditure assumptions

HPF allocations

Under the Housing Provider Framework rental income is allocated in accordance with the following table.

	HPF Cost Centres
	Definition
	Allocation in 2010-2011
	NGRHC Cost Centres

	Tenancy Management Fee
	Fee to cover the costs of administering tenancies
	$81,431
	Tenancy & Property Administration

	Property Management Fee
	Fee to cover the cost of administering maintenance
	$35,876
	Tenancy & Property Administration

	Asset Management Fee
	Fee paid to DHS to cover cost of rates, insurance and capital expenditure
	$115,992
	Asset Management

	Property Maintenance Allowance
	Allowance to carry out responsive, vacancy and planned maintenance
	$95,628
	Property Maintenance

	Community Capacity Building Allowance
	An allowance to carry out agreed activities which build capacity within the organisation
	$115,140
	Community Capacity Building


Tenancy and Property Administration

The key items of expenditure on administration in our budget are summarised in the following table.

	Tenancy and Property Administration
	Inclusions
	Budget 2010-2011

	Employee expenses
	Salaries (1.8 EFT), Superannuation, Workcover, leave cover, travel
	$116,862

	Corporate expenses
	Audit, accounting, bank fees, advertising, insurance, VCAT, membership subscriptions, meeting expenses
	$7,646

	Office expenses


	Rent, utilities, telecommunications, consumables
	$15,724


Depreciation 

NGRHC has minimal assets at this stage, predominantly office equipment, which is depreciated at the standard ATO allowed rate. Depreciation is assumed to be covered by the HPF Tenancy and Property Management Fees.

Property Maintenance

The budget for expenditure on property maintenance is determined from the asset management plan agreed by DHS and NGRHC. This plan provides an allowance for responsive and vacancy maintenance and an estimated amount for cyclical/planned maintenance and upgrades in accordance with the agreed plan. The budget is summarised in the following table.

	Property Maintenance
	Budget 2010-2011

	Responsive maintenance
	$44,100

	Vacancy maintenance
	$20,600

	Planned & cyclical maintenance
(including part of Asset Management Plan with DHS)
	$50,000

	Property modifications (including disability)
	$7,000

	Total
	$121,700


Asset Management

NGRHC has budgeted to remit $120,732 to the Department of Human Services to cover rates, insurance and future capital improvements as required under the Housing Provider Framework.

Community Capacity Building Projects
The NGRHC budget for Community Capacity Building projects is at the discretion of the organisation although approval must be sought from the Department of Human Services to a CCB Plan. The three key project areas in the budget for 2010-2011 are summarised in the following table.

	Community Capacity Building
	Description of Project
	Budget 
2010-2011
	Application

	Maintenance and development of NGRHC assets


	The purposes of this project is to maintain assets, including preventative maintenance, and improve assets in a planned way.  Projects include:

- Cyclical maintenance of two propertiesas per agreed DHS asset management plan

- Annual guttering and downpipe clearing of all 58 properties

- Energy saving maintenance project implementation as per 2009 energy audit report recommendations e.g. roof insulation or ext. shading for every property

- Property Maintenance Inspection Report and 5- 8 year plan for all 58 properties 

-  Ongoing provision of gardening services to older or less abled tenants

	$94,007

	Consultant  and contractor expenses

Goods and materials expenses

	Continuous development and improvement of NGRHC organisational capacity.
	Planning for improvement and sustainability.  Projects include:

- Ongoing Committee of Management training - governance, financial skills, sub-committee specific skills 

- AGM, SGM, sub-committee costs - venue, transport, catering

- Development of Diversity Strategy including specific training e.g. disability, working with interpreters, cultural awareness

- Consultant assistance with business/financial planning

- Member Survey development

- Consultant assistance with asset development strategy.

	$23,000
	Venue  and catering costs

Training costs

Transport costs

Consultant expenses

Wage costs

Office expenditure

	Engaging, informing and developing our current members.  Informing community about Co-op membership activities
	The purpose of this project is to facilitate strong membership participation, assist members in their own development and inform the community of NGRHC activities.  Projects include:

- Housing information and co-op induction training sessions for general and prospective members

- Community activities, outings and transport costs of members to meetings and activities

- Skills training for members (includes childcare provision) - parenting, household, gardening, environment 

- Vocational skills training - pre-vocation skills, vocational, job search support

- Financial and business skills training - micro credit scheme, small business enterprise

- Newsletter and Annual Report development and printing; completion of NGRHC History Project 

- NGHRC Website training and promotion
	$38,500
	Venue  and catering costs

Training costs

Transport costs

Research, printing and publishing costs

Consultant expenses

Wage costs

Office expenditure

	Total
	
	$155,507
	


Economic assumptions

The key economic assumptions are:

· Rental income increases are in line with market rents, which have historically increased by 1.5% however a review is being undertaken and, if need be, adjustments will apply in the next Business Plan review.

· All expenditure items increase in line with CPI (except CCB activities which are decided on a year to year basis)

· CPI is assumed as 3% per annum

· Bank interest is assumed at 2% per annum
Forecast Cash Flows

Based on the assumptions outlined above the financial model has been used to forecast cash flows for the current and subsequent four financial years. These are found in Attachment 3 and a summary is presented in the following table.
	Year
	2010-2011
	2011-2012
	2012-2013
	2012-2014

	Income
	$473,064
	$480,865
	$488,298
	$495,411

	Expenditure
	$518,111
	$490,992
	$508,436
	$524,766

	Surplus/(Deficit)
	($45,048)
	($10,127)
	($20,138)
	($29,355)


The table demonstrates that while NGRHC is financially viable over the forecast period it is operating at a deficit based on the current model.  The staffing model has changed for this year in that it has increased from 1.2 to 1.8 EFT for the two years 2010-2011 and 2011-2012.   The forecast cash flow reflects this same staffing model for the following two years but the Committee of Management will make a decision on the continuation of this model during the 2011-2012 year.
Forecast Balance Sheet

Attachment 3 also presents the forecast financial position for NGRHC for the current and subsequent three financial years. 
A summary is presented in the following table.
	Year
	2010-2011
	2011-2012
	2012-2013
	2013-2014

	Assets
	$223,171
	$214,934
	$196,391
	$168,641

	Liabilities
	$9,085
	$10,975
	$12,570
	$14,175

	Accumulated Funds
	$214,086
	$203,959
	$183,821
	$154,466


This table demonstrates that NGRHC’s future financial position is dependant on a future growth strategy as well as determining the best staffing model before the 2012-2013 budgeting period.

Risk Management

Approach to risk management

Like all businesses NGRHC is exposed to a range of risks. We are committed to identifying, analyzing and managing those risks so as to minimize their impact on the organisation.

As a community housing organisation NGHRC is exposed to the general risks of managing social housing. We have used the publications of the National Community Housing Forum as a guide. In particular we have referred to:

· Risk Management in Community Housing: managing the challenges posed by growth in the delivery of affordable housing (Bisset & Milligan 2004)

· Managing Risk in Community Housing Operations: concepts & tools (Elenor 2006)

These publications provide a methodology for addressing risks in community housing operations and outline the generic risks that each and every community housing provider must manage.

Key risks

In the 2009-2010 Business Plan the Committee of Management identified 5 key risks to the organisation, and the agreed principal risk management strategies for them that NGHRC needed to implement in that year. Four of these 5 key risk areas (Nos. 1-4) are again identified as key risks requiring ongoing management in the 2010-2011 year.  The key risks, and the action taken to address or minimise these follow:
1. Gaps in the skills and experience of the Committee of Management - Actions taken in 2009-2010 and/or in 2010-2011 to minimise this risk include:

· The recruitment of an independent external Committee of Management member, finance professional Adrian McCartney (2009-2010 and 2010-2011)
· Appointment of a new auditor LBW Chartered Accountants (2009-2010 and 2010-2011)
· The appointment of a Manager to manage the daily operations Co-op, particularly in the area of finance and business management (2009-2010 and 2010-2011)
· An annual process to assess the gaps in skill and experience of the Committee and the development of a specific strategy, including a training program to fill those gaps (2009-2010 and 2010-2011).
2. Lack of financial transparency in the financial reporting system and the financial literacy amongst Committee of Management members - Actions taken in 2009-2010 and/or in 2010-2011 to minimise this risk include:

· A review of finance systems in consultation with Wayne Henderson of Hal Bissett Affordable Housing Solutions led to:

i. The setting up of a budget format that accurately reflect the business of the Co-op while utilizing the HPF framework and enabling us to effectively report to DHS and the Housing Registrar (2009-2010 and 2010-2011) See Attachment 3.
ii. The setting up of a chart of accounts to accurately record and monitor our performance (2009-2010 and 2010-2011)

iii. The recruitment of an independent external Committee of Management member, finance professional Adrian McCartney (2009-2010 and 2010-2011)
iv. The appointment of a new auditor LBW Chartered Accountants (2009-2010 and 2010-2011)
v. The appointment of a Manager to manage the daily operations Co-op, particularly in the area of finance and business management (2009-2010 and 2010-2011)
vi. The Committee of Management undertaking Finance Training, which in 2009-2010 was conducted by WorkMatters (2009-2010 and 2010-2011).

3. Failure to collect rental income – Actions taken in 2009-2010 and/or in 2010-2011 to minimise this risk include:
· Our successful proactive intervention process which involves three steps: 
I. informal contact as soon as a tenant moves into arrears;
II. negotiation of a voluntary repayment agreement as soon as a tenant in arrears by more than a defined limit; 
III. securing an order for the repayment of arrears once the arrears has exceeded a higher defined limit (2009-2010 and 2010-2011)
· The Committee is continually monitoring this so far effective system to ensure that it remains high on our list of operational priorities (2009-2010 and 2010-2011).
4. The age of our housing stock and the mounting maintenance liabilities - Actions taken in 2009-2010 and/or 2010-2011 to minimise this risk include:
· A negotiated a 3 Year Asset Management Plan with DHS which provides some structure for maintaining properties (2009-2010 and 2010-2011)
· We have contracted a property management professional to assess our properties to develop a 20 Year Asset Management Plan (2010-2011)
· A working group of the Committee of Management (The Asset Development Sub-Committee) with the ability to have external property specialists as members will commence in this financial year (2010-2011).
5. Sudden loss of a staff member without the opportunity for knowledge transfer - Actions taken in 2009-2010 and/or 2010-2011 to minimise this risk include:

· The review of our organisational structure and staff roles was completed in 2009 - 2010.  Staff roles now include a .6 Manager, .6 Tenancy and Property Co-ordinator and a .6 Community Development Worker  (2009-2010 and 2010-2011)
· Position descriptions have been redefined (2009-2010 and 2010-2011)
· Employment contracts have been renegotiated (2010-2011)
· Our new position of Manager commenced in June 2010 on a 2 year contract (2009-2010 and 2010-2011)
· A new Community Development Worker will commence in September 2010 on a fixed-term contract (2010-2011)
Risk management strategy

In this Business Plan we have considered every aspect of the business and identified all risks and corresponding risk management strategies including further strategies to minimise the four key risk areas for 2010-2011 further. These are presented in Attachment 4.

Future risk management

The management of risk continues to be a high priority for NGRHC. The identification of risks is a regular agenda item for Committee of Management meetings and we will continue to conduct an annual review of our Risk Management Plan as an integral component of our Business Planning process. The review has been included in the Annual Calendar of Governance Responsibilities and is scheduled for May each year.

Attachments

Attachment 1: Committee of Management Qualifications & Experience

Attachment 2: Calendar of Governance Responsibilities 

Attachment 3: Financial Forecasts

Attachment 4: Risk Management Plan
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