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1. Introduction

1.1 This Business Plan covers the residential activities of the Group which are split between two legal
entities. Thameswey Housing Limited (THL) and Thameswey Guest Houses Limited (TGHL).

1.2 The Business Plan comprises the following Format:

A summary of the Purpose of the Company;
Structure and Scope of current operations;
Activity since last business plan;

Proposed medium term objectives;
Financial Performance.

1.3 This is a four-year plan which reflects the long-term nature of the housing businesses within the
Group.

1.4 The Business Plan ensures the focus of the company activity is clearly aligned with Thameswey
Limited and ultimately with Woking Borough Council's (WBC) strategic objectives for the
Thameswey Group and the Woking 2050 Strategy.

2. Executive Summary of Plan

2.1 The key points of this plan are summarised below:

e THL will look to consolidate its capacity during the course of this business plan period. Ensuring
that it has the appropriate resources and processes in place to manage its growing property
holding. A ‘compliance review’, which is in effect an internal peer review will be carried out as part
of this consolidation to self-assess capacity.

e THL will continue with the roll out of self-delivery of tenancy management, reducing reliance on
third party providers.

e THL will work with TDL and TSCL to contribute towards the Woking 2050 environmental
objectives by reducing the carbon footprint of its stock and promoting wider environmental
benefits such as habitat creation and reduction of resource consumption.

TGHL will look to review its current offer and expand into a wider spectrum of service.
THL will significantly increase its stock holding, taking on property in development from TDL
including the first phases of Sheerwater property, during the course of this plan.

e THL will look to invest in a wider geographical area to ensure it can provide an appropriate range
of property and tenure types within its portfolio.

3. Purpose of the Companies

3.1 Thameswey Housing Limited (THL) is established to support WBC'’s delivery of the Woking 2050
Strategy, the Housing Strategy and the Economic Development Strategy through the provision of
residential accommodation of all tenures and types. A core objective is to provide homes which
are affordable to those who, due to their circumstances, are not able to access open market
provision but are equally unable to access Social Rented Accommodation provided by the Council
or a Registered Social Landlord (RSL).

3.2 While Thameswey Housing’s rental structure covers rents from 50% to 100% of the local open
market rent, the target for THL, with the exception of stock which will be held as part of the
Sheerwater Redevelopment Project and that which has been provided under THL’s commitment
to 24 Band C properties per year as part of the £200m funding agreement, is the provision of
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property at an intermediate rent in the region of 80% of the local open market rent. This
intermediate product remains the target for THL property provision, but in order to provide the
cross-subsidy needed to achieve a viable economic model at a submarket rent (without any
external subsidy) THL will hold approximately two thirds of its property portfolio at open market
rents.

3.3 Thameswey Guest Houses Limited currently provides accommodation on a temporary basis to
those who cannot access permanent or temporary accommodation on the open market.

3.4 THL was incorporated in 2005 by its ultimate owner Woking Borough Council (WBC). THL is
specifically referred to in the WBC Housing Strategy Action Plan to assist WBC in the provision of
affordable housing. This is supported by Council section 106 Planning Agreements referencing
THL as an accepted provider of affordable housing.

3.5 THL has a 50% share in Rutland Woking (residential) Limited (RWRL), the remaining 50% is held
by Rutland Properties Limited. During the business plan period the Rutland Joint venture
companies are expected to consolidate into one entity, being Rutland Woking Ltd.

3.6 The current directors for the residential companies are set out below:

Name Class

Terry Price Independent (Chairman)
Barry Maunders Independent

Peter Bryant Officer Director

Louise Strongitharm Officer Director

Clir David Bittleston Councillor Director

Clir Ayesha Azad Councillor Director

Clir Colin Kemp Councillor Director

Clir Debbie Harlow Councillor Director

3.7 The Board composition meets the requirements of the Thameswey Group Protocols. In order to
be quorate a board meeting must have at least one director from each class present.

4. Structure and Scope of Companies

Business Concept - THL

4.1 The acquisition (or development) of property by THL is predicated on a no net cost to the Woking
Council Taxpayer. In order to do this the company must charge rent at such a level to support the
cost of purchasing and running the property that it holds. Each property will be purchased or
developed based on a property specific economic model (set at 50 years) and an appropriate rent
is charged based around the cost and the local market conditions. In order to set rents at a
submarket level this economic model will normally require a subsidy. The subsidy will need to
come in either the form of a grant (such as subsidised land or section 106 Payments from the
Council) or as a cross subsidy from other THL property.

4.2 The financial impact of this economic model is that for the initial period of property ownership the
company will operate negative cash flow on the majority of properties so as to secure rent levels
at affordable prices. Each property (in effect each project) is then aggregated into the company’s
overall financial model to allow cross subsidy where properties are performing better than originally
modelled. When modelling no account is taken of capital appreciation as this is maintained as a
safety buffer in case property disposal is required. However, capital appreciation is used in the
accountancy treatment of the company.
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4.3 THL was not established to make a return for the ultimate shareholder (WBC), its objective is to
secure additional homes and assist the Council in achieving its 2050, Housing and Economic
Development strategy targets. Accordingly, profits generated by THL will be retained in THL and
earmarked to support the provision of homes in the future. The intention is that this is done by
providing revenue support to future investments allowing lower rental levels to be achieved.

Business Concept - TGHL

4.4 TGHL has been set up to operate the transitional and temporary accommodation operated by the
group. The property type is normally supported or bed and breakfast style accommodation which
are VAT chargeable services. As such the company is VAT registered which differentiates it from
THL. Currently the company only operates Maybury Lodge, but growth is expected within this
business plan period to operate additional properties. Unlike THL, an element of accumulated
profit generated by TGHL is returned as a premium to WBC.

5. Activity since the last Business Plan

5.1 THL and its subsidiary TGHL have continued to perform well over the last 12 months. TGHL has
maintained an average occupation of 88% and has supported WBC and neighbouring local
authorities by helping to prevent homelessness. To date over 3359 nights of accommodation have
been provided in 2019 (at the end of Sept 2019) with over 90% from Woking. During this period
significant improvement to the infrastructure of Maybury Lodge has been carried out including
improvements in fire safety and communal catering facilities. The extensive refurbishment at
Maybury Lodge and the under-occupation during part of 2018 has meant that TGHL paid a
reduced premium of £40,000 during 2018.

5.2 THL has completed the acquisition of 124 street properties since the last business plan and has
continued to agree further purchases. The company has focussed its street acquisitions on
property types which can deliver lower rental levels (B and C band) and can also help to address
the Council commitment to provide accommodation for Syrian refugees. The company has also
continued to try and acquire property in the vicinity of the Sheerwater redevelopment and in
Knaphill and Byfleet, areas which are under-represented in the company’s stock holding. These
acquisitions bring THL total property holdings as of Sept 2019 to 679.

5.3 During the year THL has progressed the implementation of self-delivery of property management.
The company has bought its new property management software online (PEX) and has started to
bring property across from external providers. By the middle of 2020 all property, with the
exception of 36 Assured Tenancies which will continue to be managed by New Vision Homes due
to their expertise in dealing with secure tenants, will have come across for self-delivery. New
processes have been implemented as part of the PEX roll out and new staff recruited to manage
the tenant interaction. The implementation of the self-delivery infrastructure has been a significant
focus for the team over the last period and will continue to use resource over the next few years
as the team adapt to delivering the entire rental customer experience.

5.4 THL has also produced new marketing material, allowing online advertising of new property in line
with self-delivery roll out. It has also introduced promotional information for the Earn Your Deposit
Scheme (EYDS) including an information cartoon setting out the process in easy to understand
terms. The EYDS adoption has been rolled out across our shorthold tenancies and has been used
to promote tenants moving from old assured tenancies to new Thameswey Assured Shorthold
Tenancies. This has been successful, particularly at the Pirbright Development and will continue
to be promoted to encourage residents to change tenancies.

5.5 THL has continued to improve the energy efficiency of its stock and the roll out of renewables.
Solar water heating has been rolled out to our void stock to complement the standard insulation
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upgrades. The completed energy efficiency upgrade at Pirbright, delivered with Thameswey
Sustainable Communities Limited (TSCL) has continued to be monitored and battery performance
analysed to determine if they are sensible to roll out to other THL property. Initial readings are
positive although they will need to be monitored for a longer period before a final decision is made.

6. Proposed Medium - Long Term Objectives

Overview 2020-2023

6.1 Market conditions within the residential market continue to be volatile in the Woking area and it is
expected that this will continue during the period of this plan. While the impact of the planned UK
exit from the European Union is causing uncertainty and depressing the market the overall lack of
supply, despite the pace of residential apartment building, particularly with family housing is
keeping underlying property prices high. Development sites remain in limited supply and have
continued to hold or increase value. The Green Belt review and Local Plan is due to complete
during this business plan period which may increase the availability for future development
although the current view is that property prices will remain strong despite the challenges.

6.2 The historic local increase in property price, even with the recent market turbulence (which has
led to some local reduction in prices), means where THL secures a purchase there is currently
less scope to offer a rental level below market without additional subsidy. This subsidy has taken
the form of either section 106 commuted housing payments, cross subsidy from existing THL
properties which are making a return above model parameters and profit made on property
disposals.

6.3 The other side to the challenge of purchasing, due to the increase in property prices, has been the
increase in the value of THLs current stock. Historically THL stock has been valued at cost in the
accounts but in discussion with the Auditors an external valuation of the stock was carried out as
of the 31 December 2015 to take into account the current occupancy and condition. This resulted
in a revaluation reserve of £26,924,187. With the market uncertainty referred to above the annual
assessments carried out since have been based on RICS data and have indicated that the growth
since has not been material. However, going forward it is expected that an external valuation,
delayed from 2019, will be required once the market has started to settle, probably late 2020.

Priorities 2020-2023

6.4 Given the rapid growth in THL over the last business plan period with significant increases in stock
numbers, the introduction of self-delivery of lettings and the planned growth in residential numbers
over this business plan period a period of consolidation and in-ward focus will be a key priority
during this plan period. The company will need to develop its letting processes, including out of
hours services, to reflect the increased demand and service offer. The integration of the new letting
management software with other back office systems and the development of a comprehensive
asset management system in partnership with our facilities management staff will be a priority.
Staffing levels in TSCL will also need to be reviewed to ensure that we have sufficient capacity to
deal with the whole tenancy process. The key part of this consolidation will be a ‘compliance
review’ to self-assess the company as a mini-peer review to determine and compare existing
practice against good practice within the industry.

6.5 The consolidation mentioned above is of particular importance given the level of property due to
come into THL from Thameswey Developments Limited (TDL) during this plan period. Harrington
Place is due to be handed over in early 2020 and this will be followed by major developments at
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121 Chertsey Road, Brookwood Lye, Cornerstone, Christchurch Way and Sheerwater within the
plan period. With the current scale of TDL property development and hand over to THL it is unlikely
that the company will look to acquire any substantial more sites within the early part of the plan
period but will focus with TDL on getting the existing sites delivered and let.

6.6 THL will continue to purchase on street property where it makes economic sense or fulfils a
strategic development opportunity (for example unlocks a wider development) or addresses a
specific accommodation need highlighted by the Council. The majority of Band C rental property
will be fulfilled by this on-street acquisition.

6.7 The current articles of association of the Company allow investment in property outside of WBC
administrative boundaries. Historically, the Company has been working with a 30-minute commute
to Woking railway station as its main operating area with any purchase outside of this being treated
as an exception requiring separate Board and WBC approval. While this area will remain the main
focus for THL this plan proposes that this restriction on operating area is relaxed, especially for
‘specialist accommodation’. The aim of widening the area is to provide access to property markets
which may be cheaper than the Woking area and could provide greater opportunity for specialist
accommodation. Any property acquired outside of the traditional 30-minute commute will still need
to have a link to Woking by addressing a specific need which cannot be met within the current 30-
minute commute area.

6.8 Due to recent activity THL will have a significant property holding within Woking Town Centre
during this plan period. In order to minimise the risk of over-concentration of property holdings in
one location and potentially competing against itself THL will look to prioritise acquisition of
property outside of the town centre during the plan period.

6.9 During August 2017, WBC agreed to support THL in purchasing Sheerwater properties within the
red line regeneration scheme. THL will continue to purchase properties from Sheerwater residents
as the redevelopment progresses both within the development ‘red line’ but also neighbouring
property. During the plan period THL will also be taking its first stock from TDL within the new
Canalside Development (Sheerwater Regeneration). The first ‘purple phase’ will be 50%
affordable with the other 50% a mix of sale and open market rent. Although the stock will be held
in Thameswey Housing Limited to reflect the Council’s desire for a different rental structure the
property will be ring fenced in its own financial and accounting model.

6.10  The priority for TGHL will be to continue to provide short term transitional and specialist
accommodation with a focus on bed and breakfast. During the plan period the type of offer at
Maybury Lodge will be reviewed as the current management contract is due for renewal at the
end of 2019. TGHL will take the opportunity, in consultation with WBC, to review the offer currently
provided at the property. TGHL will also look to see if there is demand for additional expansion of
its offer during the plan period including accommodation services other than bed and breakfast.
TGHL will continue to provide an annual premium to WBC, based on volume of occupation and
any operating profit, to support the housing service.

Property Enhancement and EPC rating

6.11 During the previous plan period THL undertook a review of the Energy Performance Certificate
(EPC) ratings across the housing stock and set a target of EPC at a minimum of EPC level C.
Work will continue during this plan period to ensure all property held by THL achieves this
minimum level. THL will also work with TDL to promote a higher EPC rating on new build property.
For example, the new Sheerwater development in the first residential phase is aiming for an EPC
level A.

6.12  THL will also look to work closely with the Environmental Projects Team of TSCL to build on
the successful ‘Pirbright Project’ to enhance energy efficiency across the stock but also to build
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on the wider potential for THL stock to contribute towards the Woking 2050 strategy on an
environmental basis. Projects such as providing enhanced habitats within THL stock (hibernacula,
Swift Boxes, Intensive Green Roofs) and reducing the carbon impact of the stock through low
maintenance products, renewable energy and limiting resource consumption (water use mitigation
etc).

7. Operational Support

7.1 As identified within the TSCL business plan Thameswey has started to reinforce its in house
capacity through recruiting additional Housing Managers and development staff to reflect the
increase THL stock. This growth will continue through this plan period as additional properties and
developments come online and the self-delivery process embeds. However, THL will still continue
to use appropriately qualified commercial advisors on an ad-hoc basis, particularly in valuation
and development appraisals as well as to assist in development. Synergy LLP and Madlins LLP
have been appointed to provide Quantity Surveying, Employers Agent and CDMC (health and
safety) support to THL and TDL. Bed and breakfast and transient accommodation owned by
TGHL will also be managed by specialist providers determined on a project by project basis

7.2 Corporate legal services for the company are provided by Clyde & Co LLP and the day to day
contract requirements/conveyancing for acquisitions are undertaken by the Council’s legal
services. Where additional capacity is required framework solicitors are used to provide
conveyance support. Thameswey has also started to use Freeths through the Council’s
Regeneration Framework for construction contract work for appointing advisors and contractors
to both THL and TDL. HR functions for THL, as with the rest of the group, will be supported by the
Council.

8. Property Portfolio

8.1 The companies will continue to aim to provide accommodation across a broad range of types,
tenures and rental levels. The vast majority will be held for rental and the proportion of each type
will be driven by the rental policy structure outlined in other sections of this business plan. The
main split of two thirds open market rent and a third submarket (including a minimum of 24 per
annum Band C for the business plan period) will apply at a total portfolio level as opposed to

property type.

8.2 All THL rental tenants are not eligible for the Right to Buy. However, THL has introduced the Earn
Your Deposit Scheme which all tenants on an Assured Shorthold Tenancy are eligible to
accumulate.

Affordable Housing at Intermediate Rent

8.3 THL aims to continue to provide affordable homes at an intermediate tiered rent. The rental level
of each property is assessed on a project finance basis with close reference to the current need
and the ability to fund the property. The base rental position will be 80% of the open market rental
value as independently valued on acquisition.

8.4 Despite acquiring in cheaper areas, the company is aware that the rental market is exceptionally
strong and likely to continue within the plan period making intermediate rental levels (80% of
market) increasingly challenging for some residents on an affordability aspect. The company will
therefore look to generate rental subsidies from open market property to lower the rental levels
being charged for those on intermediate rent. The rental cross subsidy from open market property
will be used to suppress rents to intermediate levels (80%). However, a key challenge, and
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objective, of the company will be to provide a number of units within rental Band C (supported
rent) which will address an affordability challenge locally. The success of the supply of Band C will
be predicated on leveraging additional subsidy as the rental cross subsidy cannot support this
lower yield. With the lack of availability of section 106 payments from WBC other forms of subsidy
will be required such as discounted land value or access to reduced cost funding.

8.5 Affordable properties at intermediate rent through THL have been let on a mix of assured short
hold (AST) and assured tenancy basis. It is intended that going forward the default tenancy
position will be AST. Where tenants currently occupying under an assured tenancy move the re-
lets will be on AST. Where the company offers an AST, unless there are any issues associated
with payment of rent or breach of tenancy conditions, the tenancy is allowed to go periodic after
the initial term of 6 months. The default tenancy period to be offered to new tenants within this
business plan period is 3 years to encourage household stability, encouraging tenants to consider
the property as a long-term home, while saving the company costs from property turnover.
However, on Sheerwater, in line with the Council’s secure tenant consultation, THL will offer a 10-
year tenancy period for displaced secure tenants. This will necessitate a land charge and may
generate an SDLT liability for the tenant.

Shared Ownership

8.6 THL will not offer Shared Ownership within this business plan period. However, it will continue to
hold a mortgage protection reserve on the balance sheet of 10% of the value of the sold proportion
of any shared ownership property still held.

Transitional Rented, Specialist and Temporary Accommodation

8.7 During the period of this business plan THL and TGHL will look to provide property which can
address the needs of potentially vulnerable residents. This could be due to age, infirmity or people
who have an institutional background such as the care system, armed forces or the justice system.
This transitional category can also be used to help the Council manage its homelessness and
temporary accommodation duties. TGHL is likely (subject to tax compliance) to be the vehicle for
the majority of property held to address these needs as the VAT status of TGHL will be more
appropriate.

8.8 Accommodation of this type will need to be located within close proximity of support networks
which will allow people to manage in their own home. Where appropriate the properties will be
selected in consultation with partner agencies who will also confirm the appropriate support
networks are in place. There may need to be some element of support and while the default
position is that the properties will be managed in the same way as the company’s intermediate
rent properties there may be projects which will require on site or specialist management.

8.9 Where the accommodation is let on a transitional or temporary basis the property will either be let
on a corporate basis direct to a partner scheme providers, under a licence to occupy to individuals
or in the case of the guest house on a nightly basis to individuals/the Council to allow ease of
mobility. Where rents are paid directly, the individual rental levels will be in line with THL
intermediate rents. Where they are direct corporate lets, the rent will be determined in negotiation
with the provider.

Investment Rental and Sales

8.10  When THL was established, the initial business strategy provided for the company to develop
and sell properties on the open market to either cross subsidise future investment in affordable
rented accommaodation or to help maintain the financial stability of the company. In later years this
has been supplemented by Open Market Rental which is now aimed to apply to two thirds of THL
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stock. The combination of the prevailing market conditions and the outlook for the housing market
over the period of this plan means that this option is a priority in this plan. The regeneration of
Sheerwater to provide Canalside is also predicated on the disposal of a significant number of
properties.

8.11 The company will also look to alternative styles of open market property to ensure that it isn’t
competing with itself in a geographical area and also to address the wider strategic objective of
the group ‘to support the local economy’. This may involve co-living developments, micro-living
via conversion property and student accommodation if it is to support a locally based institution.

8.12 THL has also had a series of investments placed with it in the form of Equity Loans given to
former residents of Sheerwater under the Council’'s Community Charter. These investments take
the form of an interest free equity share in the former resident’'s new home. Technically THL will
be able to share in any capital appreciation on the property upon disposal. The premium when
returned to THL would then be paid to WBC as the original loan is provided by WBC under the
Community Charter. To date over £1.4m of loans have been issued.

9. Funding of THL and TGHL

Capital Funding

9.1 In April 2016 the Executive approved the medium-term financial strategy for the Council which
proposed changing the scope of the THL loan arrangements. The Council’'s medium-term financial
strategy (MTFS) reintroduced the provision of Share Capital at 25% of the investment, total
commitment from WBC totalled £200M over a four-year period. During the 2018 business plan an
additional £50M was awarded. Latterly WBC has also proposed further investment during 2021/22
and part of 2022/23 as part of a revised medium-term financial strategy. This would provide the
company with an additional £130M borrowing approval.

9.2 However, since these funding commitments were made by the Council the treatment of share
capital (Minimum Revenue Provision treatment) has been amended via Statutory Guidance This
means that share capital will need to be written down over a much shorter period of 20 years than
originally modelled making it more expensive than the current model can support. Therefore,
during this plan period, it is not intended to take share capital as part of the funding structure of
THL and TGHL. During this plan period the companies will work with the Council, as its funder, on
alternative funding structures to address the medium-term cash flow risk of removing share capital.

9.3 The effective cost of capital to the company proposed in the MTFS is 1.5% above the Council’s
certainty rate for non-Sheerwater property provision. Sheerwater has its own funding arrangement
reflecting the significant public benefit of the regeneration. The funding is on a 50-year period with
25 years interest only and 25 years annuity. The initial 25-year period can either be borrowed
short term or long term fixed to aid treasury management for the company. Funding available for
THL is listed in the appendices.

9.4 Additional funds are requested for 2023 of £5M on top of previous funding authorisations. The
purpose is to continue to fund housing developments, and to support loan financing. For the period
2023 to 2025 an assumed level of project spend has been calculated based on current data, at
the point projects become live the phasing of spend will be updated. It is possible that further
additional funding may be requested for specific projects outside of the business plan approvals
although this will be on a case by case basis to the Executive.

9.5 The timing and order of borrowing will affect the final margins applied to individual loans. It is also
acknowledged that current borrowing approvals are indicative as projects will not necessarily
follow financial years. Therefore, some expenditure may move to later years or come forward
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within these approved borrowing limits should opportunities for larger projects arise. The
movement of borrowing between years will be managed in consultation with the Council’s section
151 officer.

Operational Modelling and Funding

9.6 Each batch of acquisitions, or in the case of large purchases or developments each individual
transaction (excluding Sheerwater), is modelled based on the underlying THL financial model of
50-year loans, 25 years interest only and 25 years annuity.

9.7 The financial model is used to forecast both revenue and costs for property purchases. It is used
to provide information on the different levels of rent needed to service the debt and is used to
assist in setting rent levels. It is updated depending on market and inflation forecasts. The basic
or base case model assumes cost inflation will run at 2% per annum. Due to the different
acquisition costs for property some will have a revenue contribution above the minimum required
to service the cost under the model. This surplus will be used to keep rental levels lower in other
properties where there would not be a surplus, in effect pooling the total rent and cost. As referred
to earlier in the plan external subsidy, in the form of section 106 grant money or subsidised land
will become increasingly necessary to support affordable rental levels within the model as property
prices, construction costs and market rental levels continue to increase significantly.

9.8 In line with WBC adopted MTFS, which sets out a facility of up to £50m per annum, THL intends
to increase investment significantly over the rest of the business plan period. The company has
already started a number of projects and feasibility studies with TDL which, although they have a
long lead in period, will make a significant step forward in scale of the company. Between these
projects THL aims to supply additional ¢.700 properties, subject to planning, over the next four
years.

10.Financial Performance — Thameswey Housing Limited

Projected Profit & Loss Account
10.1  Over the business plan period the rental revenue will increase from £5.5M to £15M per year.

10.2  The cost base is expected to rise with inflation at 2%, however the scale of the business will
incur additional staff, and as such costs are stepped as the additional units are purchased. During
2020 additional services are required to support the block management of Harrington Place, such
as recycling, concierge and cleaning, which includes a dedicated team, initially expected to be
outsourced.

10.3 PEX is expected to be fully operational by 2020, with a minimum quantity of property
management being retained by NVH. Staffing levels are expected to increase in THL to support
the business growth. Staffing in the call centre will increase by 2 FTE, and within the housing team
by 2 FTE in 2019, and a further 1 FTE in 2020. The dedicated housing team is expected to include
a total headcount of 7 FTE by the end of 2020, with a shared back office support team of 7 FTE.

10.4  During the business plan period the dedicated staff will be employed directly by THL, the
benefit being a reduction in intercompany VAT transactions and a reduction in administrative
burden.
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10.5 Doubtful debts and bad debts are expected to remain at the current proportional levels, even
though the property portfolio is increasing, this is due to a rigorous internal process and the
requirement of deposits for properties.

10.6  Loan interest will increase significantly compared to prior years due to the significant capital
investment, during the business plan period, expected costs are increasing from £6.4M in 2018 to
£18.4M in 2023.

10.7 The Earn Your Deposit Scheme (EYDS) provision remains the same levels as previous
business plans at an expectation of 9% tenant take up. The scheme will be monitored closely at
the point tenants start to benefit from exiting a property.

10.8  The current business plan does not take into account property revaluation provision.

Projected Balance Sheet

10.9  Fixed Assets increase over the business plan period from £164.2M to £521.3M, the profile is
based on developments completed by TDL, plus the purchase of street properties, where
appropriate.

10.10 Stock will reduce as the land purchases are developed and become fixed assets.

10.11 Long term loans are forecast to increase to support the capital expenditure, loans outstanding
over the business plan period increase from £159.9M in 2018 to £531.8M in 2023.

10.12 Share capital remains at £24.5M during the business plan period, due to the significant
investment over the business plan period the capital and reserves are reducing from £37.5M to
£8.8M, this is being driven by the loan interest payments, impacting the annual profits.

Projected Cash Flow

10.13 Generation of operational profits increase from 2019 to 2023 from £3M to £9M. The profits are
used to assist the purchase of assets, alongside additional loans from WBC.

10.14 Dividends are being forecast from TGHL expecting to total £0.5M, receivable annually in
arrears.

Long Term View
10.15 THL runs as an established business, making long term strategic decisions.

10.16 A review of property prices in Woking has been completed, and due to Brexit, the properties
have not been revalued in 2019, it is expected the properties will be revalued during the business
plan period.

10.17 THL investment by 2023 is expected to be £521.3M, excluding future revaluation. Property
investment appraisals are modelled to break even over 25 years; therefore, interest funding will
be required to support THL in the medium term. Included within the total investment is a
revaluation reserve of £26.9M.
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11.Financial Performance — Thameswey Guest Houses Limited

Projected Profit & Loss Account
11.1  Nightly accomodation rates are expected to be maintained in 2020.
11.2  The intention is to maintain a third party managing the facility over the business plan period.

11.3  Costs are assumed to increase by 2% year on year
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Appendix 1: Rental Policy

Within this plan period THL will continue to operate 5 different types of agreement when letting property to
third parties or occupiers:

Assured Shorthold Tenancy (AST) — this will be the normal position for all new tenancies.

Commercial Tenancy — this will be used where THL lets a property to a third party to provide specialist
accommodation normally in support of its transitional accommodation category.

Long Lease — this will be used in the case of a shared ownership property.

License — this will be used if THL is operating transitional accommodation directly or where the property is not
fully self-contained.

Assured Tenancy — these are historic tenancies given out by WBHL (now THL) when it first started and will be
phased out as tenancies end.

The rental levels for the commercial tenancy, long lease and licence will all be determined on a case by case
basis and will be determined purely by the economic circumstances of the property acquisition.

Assured tenancies will be phased out, but the existing ones will remain at the current rental structure applied on
purchase.

Assured Shorthold Tenancies will be banded according to the subsidy THL is able to use to support the property
acquisition and will fall into three bands.

Band A (open market) 96-100% of local open Market Rent
Band B (intermediate rent) 61-95% of local open Market Rent
Band C (supported rent) 50-60% of local open Market Rent

All of these bands will be assessed every year to ensure they are still appropriate given THL purchases, subsidy
rates and the prevailing economic conditions. The local open Market Rent is assessed on individual properties
and can therefore vary considerably, however the underlying assumption is an annual rent increase of 5%.

WBC MTFS included a new objective for THL in that THL should aim to provide at least 24 Band C units per annum.
Band C units are aimed to provide properties at the equivalent of the target social rent for households who

need direct support as they will not be able to sustain an intermediate rent. The ability to deliver these units

will be assessed annually to ensure that the need is still appropriate, and they are financially viable. It is likely

that tenants in Band C property will also require a greater level of social support and the company will work
closely with the Council to ensure stable tenancies.

While the Sheerwater redevelopment is ongoing THL will look to work with WBC on prioritising movement of
existing residents.
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The table below identifies property that fall within the banding criteria, shared ownership and corporate lets
are excluded from the table.

Properties
Band A (full market) 171
Band B (60%-96%) 377
Band B (60% - 80%) included with in figure above 276
Band C (40%-60%) 48
Total Lettings (Sept 2019) 561
Properties owned and secured for development 51
Properties currently void/refurbishment in progress 32

All new tenancies will be subject to a credit reference to ensure that prospective occupiers are able to afford the
proposed rent and will be used in conjunction with personal references as appropriate. The credit reference

will be relevant to the proposed rent and take into account household income including benefits where relevant.

This process wouldn’t be appropriate for Licenses due to the short-term nature of the arrangement and ease

of termination in arrears situations.

TGHL rental policy will be reviewed as part of the review of operational costs. The rental charges have been tested
to reflect the comparative market and with the desire for the company to pay off the debt associated with this
property quickly, due to the shortened property life of temporary accommodation and Bed and Breakfast. If

costs are reduced the rental levels will be reviewed at the same time. In the interim they will remain at current
levels. As part of the TGHL financial return from this rent the company provides a payment back to WBC to
support the work it does with Housing Options to prevent homelessness
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