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1 
Note – this is an exceptions report and areas of performance not referred to specifically are judged to be 

appropriately managed at this time 

 
 

The Welsh Ministers have powers under Part 1 of the Housing Act 1996 to regulate 
Registered Social Landlords in relation to the provision of housing and matters relating to 
governance and financial management.   The Welsh Ministers are publishing this 
Regulatory Opinion under sections 33A and 35 of the Housing Act 1996.  
 
The opinion is published in accordance with the Regulatory Framework for Registered 
Social Landlords in Wales 2011 and the related performance standards. 
 
http://gov.wales/topics/housing-and-regeneration/services-and-
support/regulation/regulatory-framework/?lang=en 
 
In Wales, these standards are known as “Delivery Outcomes” and relate to governance, 
financial management and landlord services. The opinion is based upon the Association’s 
own evaluation of its effectiveness and performance together with regulatory intelligence 
gained through on-going, co-regulatory, relationship management between the Regulator 
and the Association.  
 
Basis of Opinion 

 
This opinion is designed to provide the Registered Social Landlord, its tenants, service 
users and other stakeholders with an understanding of its financial viability and how well it is 
performing, at a specific moment in time, in relation to: 
 

 Governance 

 Financial Management 

 Landlord Services 
 
The opinion must not be relied upon by any other party for any other purpose. The 
Registered Social Landlord is responsible for the completeness and accuracy of information 
provided to the Regulator to provide this judgement. 
 

Housing Regulation Team 
Welsh Government 
Sarn Mynach  
Llandudno Junction 
LL31 9RZ 
 
e-mail: housingregulation@wales.gsi.gov.uk 
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Profile  
The Group consists of Pennaf Limited, the parent company, with subsidiary members of 
Clwyd Alyn Housing Association Limited (Clwyd Alyn), Tŷ Glas Housing Society Limited, 
Offa Limited, Tir Tai Limited, PenAlyn Limited, and PenElwy Limited. 
 
The Group’s Registered Social Landlords are: 
• Pennaf Limited, a company limited by guarantee, which provides corporate 

management services to the Group. 
• Clwyd Alyn Housing Association Limited, providing 5,393 (March 2016) homes 

including general needs, Low Cost Home Ownership and supported housing places. 
• Tŷ Glas Housing Society Limited provides 177 homes (March 2016) and operates an 

Advice, Adaptions and Repairs service. 
 
Pennaf Limited is a not for profit company limited by guarantee. Clwyd Alyn and Tŷ Glas 
Housing Society Limited are registered under the Co-operative and Community Benefit 
Societies Act 2014 and have charitable rules.   
 
Tir Tai Limited is a company limited by guarantee and provides development services to 
other parts of the Group. 
 
Offa Limited is a company limited by guarantee to undertake any non-charitable work in the 
Group and provides management services to private landlords. 
 
PenAlyn Limited and PenElwy Limited are companies limited by share with Pennaf Limited 
as the only shareholder.  PenAlyn Limited provides maintenance services to other Group 
members. PenElwy Limited is not currently active and the Group is considering options for 
this. 
   
The majority of the Group’s activity arises from 3,747 general needs homes, 249 extra care 
apartments, and 731 supported housing, residential and nursing home places. They also 
provide around 736 properties through Low Cost Home Ownership. The Group is active in 
six Local Authority areas in north Wales.  
 
Pennaf Limited has built 81 new homes during 2015/16 and is committed to building 119 
additional units by 2017.   
 
For the year ending 31 March 2015, the group’s turnover was £33.0m (2014: £31.3m); the 
retained surplus was £1.1m (2014: £1.4m) and it employed 572 staff (2014: 577). The 
turnover of Clwyd Alyn was £32.3m (2014: £30.7m); the retained surplus was £1.1m (2014: 
£1.4m) and it employed 365 staff (2014: 353).   

 

 

 



Regulatory Opinion – June 2016                                                                                                 Pennaf Group – J136 
 

3 
Note – this is an exceptions report and areas of performance not referred to specifically are judged to be 

appropriately managed at this time 

  
 

Financial Viability Judgement 
 

 

     

Regulatory Opinion 
 

Pennaf Group continues to be financially sound.  Our financial viability judgement is a 
PASS.  The Group has considerably strengthened its resilience over the last 12 months.  
High priority has been given to detailed stress testing and recovery planning with good 
progress towards achieving a robust assets and liability register.  
 
Governance remains strong. The Board is ambitious and entrepreneurial, with brisk 
business like pace to Board activity.  The Board comprises professional, highly competent 
Board members.  The Board meaningfully challenges the executive, and continues to grow 
in confidence with this aspect of its role. The Group is trusted to evaluate effectiveness with 
its robust approach to self evaluation.  There is a firm control environment at Pennaf Group 
and the Group embraces a co-regulatory approach. 
 

Landlord services have improved since our previous judgement.  Satisfaction levels 
amongst vulnerable customer groups have improved. There is evidence of effective 
measures in place to address anti-social behaviour and leaseholder satisfaction is 
improving steadily.  Repairs and maintenance services are getting better, although remain a 
concern. Recently vacated homes need to be made ready for re-let more quickly, and 
income loss through voids addressed. 
 
 
 
 
 

Key Financial Data 

Covenant Limit Sector Average 

2013/14 2014/15 2014/15

Performance

Operating Surplus as % of Turnover 18.3% 19.5% n/a 19.4%

Surplus transferred to Reserves as % of 

Turnover
4.5% 3.4% n/a 9.0%

Loss from empty properties and uncollected 

rent as % of rental income
3.5% 2.9% n/a 2.7%

Funding

Fixed Rate Borrowing as a % of Total 68% 72% n/a 72%

Gearing 67% 67% 75% 58%

Interest Cover 111% 115% 105% 147%

Note: Funding Covenants relate to Clwyd Alyn Housing Association

Historical Data

Current cash balances and undrawn facilities are sufficient for the Association to complete its committed 

development program.
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Regulatory Assurance 
 

The areas set out below have been identified as requiring further regulatory assurance that 
the Group is achieving the expected standards of performance (Delivery Outcomes). 
Assurance will be through ongoing regulatory engagement with the Association.  
 

This is an exceptions report. Areas of performance not referred to specifically are 
considered to be appropriately managed at this time. This opinion may change as 
circumstances change.  We intend to issue a revised regulatory opinion at least annually, 
but may also do so at any time to reflect any significant changes in the organisation’s 
performance.  
 
 

Governance and Financial Management 
 
 

 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

Required Regulatory Assurances: 

 The Group’s Governance Improvement Plan is delivered on time and actions arising 
from the annual appraisal process are implemented effectively. 

 As part of planned governance improvements, Pennaf plans to adopt the Community 
Housing Cymru (CHC) code of Governance. The Group is expected to demonstrate 
its compliance and explain any areas of non compliance once adopted.   

 Continue efforts to improve the effectiveness of the development function to smooth 
partnership working with key Residents. 

 The development function needs to be appropriately resourced and closely monitored 
to meet the demanding delivery requirements placed upon the Group through its 
financing arrangements to deliver its extra care scheme commitments. 

 Ensure a robust approach to development delivery and focus is placed on the new 
extra care schemes. 

 Continued prioritisation of the on-going work on stress testing and recovery should the 
Group find itself in difficulty. 

 Progress work to demonstrate the Group’s activities achieve value for money, 
including a robust value for money strategy.  Particular emphasis should be on the 
costs of financing Pennaf’s development activity. 

 Continue to monitor the diversity of the Group’s Boards.  The recent natural churn of a 
number of female key Board members has been detrimental to the previously good 
gender balance on Group Boards. 

 The Welsh Housing Quality Standard is expected to be delivered by 2017.  Assurance 
is required that the programme will not exceed the Welsh Ministers deadline of 2020 
for the work to be complete. 
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Finance 

Our judgement of the Group’s financial viability remains unchanged from last year. As at 
May 2016, the judgement is  

 Pass 

The Group has adequate resources to meet its current and forecasted future business and 
financial commitments. There are one or more areas which require further regulatory 
monitoring to ensure risks are sufficiently managed. 
 

 

 

 

 

 

 

 

 

 

  

Required Regulatory Assurances: 

 Focus on making the Group more profitable, by increasing the focus on operating 
margins, and other revised financial key performance indicators.  The Group is 
also focusing on reducing loss from voids and arrears from general needs 
housing.   

 Assurance is required that income streams continue to hold up against the 
background of changes to the welfare system.  Potential risks posed by changes 
to the Local Housing Allowance (LHA) should continue to be effectively mitigated.  

 The Group understands its risks around income volatility, and the changing 
reasons for low waiting lists and voids in sheltered schemes.  Assurance is 
required that mitigating actions continue to ensure the sustainability of specialist 
accommodation going forward.   

 The Group will need to ensure systems are in place to monitor results against the 
Moody’s KPIs at Executive and Board level to ensure the Moody’s rating is 
maintained.  The regulation team must be made aware of any potential issues 

which could result in a downgrade.   
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Landlord Services 
 

Required Regulatory Assurances  

 Whilst improvements to the performance of PenAlyn repairs and maintenance 
service have been made, there still exists a requirement to better demonstrate 
the value for money aspects of the service. 

 The Group will achieve the Welsh Housing Quality Standard by March 2017 and 
delivery of decent homes will not be further delayed.  Validation of the Welsh 
Housing Quality Standards programme is required; together with assurance the 
standard will be maintained. 

 Understand the issues underpinning dissatisfaction with the quality of 
workmanship on some of the Group’s development schemes.  

 Completion of Community Benefit Toolkit for each major development. 

 Focus on increasing satisfaction levels with leasehold contracted services, with a 
continued emphasis on service charges representing value for money.  

 
 
 


