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1.

INTRODUCTION

Traditionally ‘Value for Money’ (VFM) was about the relationship between
costs, efficiency and effectiveness, and was judged to be high when there is
an optimum balance between costs and quality, ensuring outcomes were
successful.
With the drive to reduce costs in the public sector over recent years there has been an
increasing pressure on housing associations to demonstrate VFM. The Regulatory Standard
on VFM, introduced in April 2012, requires that Registered Providers shall articulate and
deliver a comprehensive and strategic approach to achieving VFM in meeting their
organisations’ objectives. It states that boards must maintain a robust assessment of the
performance of all their assets and resources, including financial, social and environmental
returns.
In April 2015 a new Governance and Financial Viability Standard came into force. This
strengthened the expectation of providers to actively manage risk relating to social housing
assets as the sector becomes more complex and diverse. The Homes and Communities
Agency (HCA) expects this standard to complement the existing VFM Standard and help
organisations understand their return on assets and seek to optimise them.
In June 2016 the social housing regulator published the results of its review of operating costs
which showed a wide variation in costs across the sector when using unit costs as a measure
of operational efficiency. The results for South Lakes Housing (SLH), an explanation of
variances to sector averages and a comparison to other providers is included in the self
assessment.
SLH assesses itself as compliant with the VFM Standard, outlining the work undertaken to
ensure the return on assets is maximised and demonstrating transparency through our
analysis of costs and comparison to other registered providers.
This year’s assessment of our VFM performance builds upon the foundations developed by
our VFM culture, the work done over the last couple of years to evaluate the return on our
assets and provides additional transparency of our costs. More specifically this year’s self
assessment incorporates the following:
 An outline of our change in strategy from the provision of an ‘excellent’ service to
maximise satisfaction to maintaining a ‘good’ minimum service standard to maximise
efficiencies.
 SLH’s response to the challenges brought by the four year rent reduction and pressures
resulting from reducing benefits from Welfare reform.
 Analysis of our unit costs compared to others and an explanation as to why some of
these vary from sector averages.
 Progress made towards more collaborative working across Cumbria to achieve efficiency
gains in the delivery of repairs and maintenance services.
 Further detail on our ‘real asset management’ methodology and how this has helped
inform investment and disposal decisions.
 Our Board’s strategy to promote Home Ownership through Shared Ownership and Rent
to Buy products and other new development opportunities resulting from reinvestment of
compensation monies under the new ‘Voluntary Right to Buy’.
 Details on the review of funding arrangements to ensure the VFM of our borrowing is
maximised.
 An outline of savings generated by self-delivery of improvement works through our
Projects Team.
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Over the last few years VFM has been reinvigorated across SLH and a VFM culture is now
firmly embedded within the organisation. The Board continues to drive VFM and maximising
the use of resources underpins all their business decisions.
This culture will prove invaluable as we respond to the new challenges brought about by rent
reductions and potential increases in the Right to Buy. Ensuring VFM in everything we do will
be essential as we seek to effectively deliver our landlord responsibilities and maximise the
delivery of affordable new homes whilst operating in an increasingly challenging environment.
SLH believes there is an optimum balance to be achieved to maximise efficiency to
reduce costs and maintain a ‘good’ level of service provision. SLH has always been
committed to providing high quality services and the generation of savings or efficiencies
where these can be achieved without compromising service standards.
The significant reduction in income levels from April 2016 resulting from the 1% per annum
reduction in rents for each of the next four years, coupled with the increasing pressure to
deliver new homes in a period of diminishing grants, has forced SLH to refocus its approach
to VFM and SLH’s focus is now on minimising costs whilst maintaining an ‘acceptable’ rather
than ‘excellent’ standard of service. This has required a review of policies and service
standards together with the management of customer expectations to help maintain
satisfaction levels. This approach will enable SLH to keep costs to a minimum and maximise
the funding available for investment in the provision of new homes.
The Board strongly believes that efficiencies and economies of scale can be brought about
by collaborative working to achieve economies of scale and investment in technology to
improve efficiency and costs of support services. Whilst it has not formally adopted the
merger code the Board is open to considering partnership with another provider should this
be in the best interest of our tenants.
SLH is working with other housing providers across Cumbria (Two Castles Housing
Association and Eden Housing Association) to establish a Cost Sharing Vehicle (CSV) for
the provision of repair and maintenance services across South Lakes initially with a view to
broadening provision across Cumbria over the next few years. This will be established as a
subsidiary of SLH, with SLH providing repairs and maintenance plus back office services to
the CSV under a Service Level Agreement. This vehicle will generate efficiencies from
economies of scale and savings in VAT currently paid to subcontractors. SLH will benefit
predominantly from efficiency gains in the early years, with additional VAT savings in later
years from the roll out of other planned works through this vehicle. The CSV is anticipated to
generate savings for SLH of almost £800k, with savings for the three members collectively of
£2.7m over the next 6 years.
SLH has also invested in new IT systems, including a replacement housing management
and maintenance system (Civica’s ‘Cx’ system) asset management systems (Civica’s
‘Keystone’ system) and plans are in place to implement a HR system and a replacement
purchase to pay system. As a Civica development partner, SLH will help drive the future
development of the ‘Cx’ system with plans in place to develop customer online services and
the mobile platform to further enhance efficient service delivery though customer self-help
and agile working.
SLH believes its focus on collaborative working combined with investment in technology
will ensure its long term viability and maximise funding available to provide new homes,
which is fundamental to the delivery of our new Business Strategy.

2.

VFM IS CENTRAL TO OUR BUSINESS STRATEGY

Our mission is ‘To be a well-respected housing provider, increasing the supply of new
homes and contributing to economic and social well-being’.
South Lakes Housing VFM Self Assessment 2016
Page | 4

VFM underpins the ability to retain our status as a well-respected provider of social housing
and related services and at the same time maximise capacity to deliver new homes. Applying
VFM principles to all our business decisions is going to be critical to achievement of this
mission.
SLH has since transfer in 2012 had an ambitious and demanding strategy in place to ensure
delivery of the promises made to tenants prior to transfer. This strategy focused in the short
term on the delivery of core services and property improvements whilst building further
capacity to develop through maximising the use of resources and building partnerships to
help deliver new affordable homes.
The operating environment has changed significantly since transfer and in June 2016 the
Board approved a new Business Strategy which incorporates a re-developed vision and
focuses on four business objectives to address the implications of national policy and funding
changes.
Our vision is ‘By 2020 SLH will be providing quality homes and services
across a range of tenures and will have contributed significantly to
providing homes that are needed in the South Lakes area and beyond. It
will be efficiently run and have the people, processes and culture that
ensures sustainable good customer relationships. SLH will be recognised
as a valuable social business, operating for social good. It will be valued
as a key partner within South Cumbria and will have effective links with
Local Government, Health, and the business community. How we deliver
and procure our activities will contribute to local economic sustainability’.
The four business objectives, key actions and performance indicators in our new
Business Strategy are summarised as follows:
Objectives
1. Providing good
& cost effective
property
management
2. Increasing our
portfolio

Top 3 Actions

Top 3 KPIs

 A plan for all assets
 Older persons offer
 Digitalised self-service

 Cost per property
 Decent homes
 % digital transactions

 Build/acquire 30 new homes pa
 Develop sales/shared ownership
 Develop our garage sites

 No. new homes built/acquired
 Time taken to let/sell new
homes
 RTB monies reinvested
 Savings from in-house
provision
 Cost of borrowing through
SLDC compared to own
funding cost
 Income received from other
activities
 Annual top rating from the
Regulator for Governance
 Housemark VFM Scorecard
 Cost of borrowing/ additional
capacity released

3. Developing
 Establish a Cost Sharing Vehicle
commercial and
(CSV) across Cumbria
partnership
 Consider a Joint Venture with South
opportunities
Lakeland District Council (SLDC) to
develop new homes
 Evaluation process to determine future
partnership/merger opportunities
4. Improving the
 Implement Governance Review
running of our
recommendations by 2018/19
business
 Revise Terms and Conditions
 Options appraisal of financing
arrangements

The Business Strategy is supported by an action plan and KPIs, known as the Annual
Operating Plan and Balanced Scorecard. These are updated on a quarterly basis and
reported to EMT, Tenants’ Committee, Audit & Risk Committee and the Board.
SLH also carries out a comprehensive risk appraisal as part of the corporate planning process
which identifies the risk to the delivery of our corporate objectives. Risk maps are developed
for each of the four objectives and each has a lead officer who feeds back to the Audit & Risk
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Committee. The Committee monitors the detailed maps at least once per annum and a risk
summary is reported to the Board quarterly.

3.

STRATEGIC APPROACH TO ASSET MANAGEMENT

Our Asset Management Strategy has been updated to reflect our approach to asset
evaluation and our increased focus on maximising the return on all our assets. This outlines
potential options for improving asset performance, provides a framework for the procurement
and delivery of investment and will drive the continuous review and improvement in asset
performance to ensure asset use continues to be maximised in the delivery of our corporate
objectives. The strategy also outlines how SLH will ensure a strategic view is taken on the
selection of assets for retention and investment and which should be disposed of to generate
resources for investment in additional new homes.
Our strategic approach to asset management will help ensure our properties will be of the
right type, size and location to enable us to meet future housing need and deliver our
corporate objectives. Our strategic approach to asset management, active asset
management methodology, increased self-delivery and collaborative working across
Cumbria together provide a robust platform which will inform future investment decisions,
minimise costs and maximise return on our assets and the funding available for investment
in new homes.

SLH actively manages its assets to ensure the use of all its resources is maximised and
during 2014 undertook a comprehensive evaluation of the return on all its housing assets.
This exercise applied ‘Real Asset Management System’ methodology to evaluate current and
potential future performance, enabling us to better understand how our assets are
contributing to our objectives and allowing us to continue to measure performance on an
ongoing basis. This exercise addressed in advance the requirements of the new Governance
and Financial Viability Standard, introduced from April 2015, which outlined how
organisations can better understand and optimise the return on their assets.
This initial exercise showed that 49 schemes from a total of 321
schemes were failing to meet our minimum performance
requirements (a minimum return of £100 per unit per annum or a
pass score against both quality and cost tests), an evaluation based
on a number of factors including location, design, quality of
communal and external areas, community safety, quality of the
neighbourhood, demand, financial performance, local market
conditions, value and ease of management and maintenance.
This evaluation has been updated during the past year and has shown a significant
improvement in results, with a 2.8% reduction in assets failing to meet our minimum
performance requirements (from 16.6% in 2015 to 13.8% in 2016). This is mainly due to
improved stock condition information which has enabled us to determine more accurate (and
reduced) improvement programme costs in future years which in turn increases the potential
return on these assets. This figure will continue to show improvement with the delivery of the
improvement programme.
Although during the year some assets have increased returns to over £2000 per annum,
there are some showing increased negative returns. This is as a result of the validation work
carried out on stock condition information (for example more accurate information on block
roofs meant an increase in improvement works costs from that previously held) but also
reflects delivery of further improvement works which are now held as increased asset costs.
The change in the distribution of returns expressed as profit per unit per annum (PUPA) from
2015 to 2016 is illustrated by the scatter diagrams below (using red/amber green for
low/medium/high returns respectively).
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Return on assets 2014/15

Return on assets 2015/16

This methodology is also applied to single properties as they become vacant
and this has enabled the prioritisation of resources available for investment
dependent upon demand and rental yield. This has led to the retention rather
than disposal of properties in high demand areas and additional investment
in properties with low return to reduce void costs, for example investment in
wet rooms in low demand properties to broaden the potential customer base.
An example was at Wyndsore Avenue which when it became void in January 2016 at first
assessment, being of concrete construction, required high levels of investment works in terms
of internal decoration, reroofing and rendering. Closer examination of the asset model
revealed high demand and low turnover, so improvement works were brought forward and
carried out whilst void with the prospect of this property becoming a ‘solid performer’ in the
long term and potentially a class A property in our asset evaluation model.
Improvement works have also been brought forward for low return assets and completed
during void periods to improve lettability and reduce void rent losses and will result in lower
repair costs in future years. This model is also being used to drive the works programme for
communal areas and blocks of flats to improve the aesthetics, and therefore lettability, of our
estates.
Following the initial in-depth evaluation of our assets a cross-departmental panel was
established to further develop the individual scheme appraisal methodology which can then
be applied to other lower value assets. The results of the exercise (the categorisation of
assets) are held in our new housing management system so they
are visible to all, with updates on findings and the rationale for the
exercise being regularly communicated through staff briefings.
This has helped embed our approach to maximising return on our
assets and led to staff from across the organisation putting forward
suggested improvements, alternative uses or arguments for
disposal for some properties.
Further in depth evaluation has been undertaken on five low return sheltered schemes to
appraise the options for the physical structure of the scheme, such as improvement,
conversion, de-sheltering or disposal. These options are being considered alongside
proposals following a review of sheltered housing services which proposed the de-sheltering
of a number of schemes which were not considered to be viable in the longer term. This
review also considered the conversion of communal areas to lettable units. A decision
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regarding the future of these schemes will be made as individual schemes begin to show
negative returns. The future viability of these schemes will now be re-evaluated when the
impact of the benefit caps for new tenants can be more accurately assessed. Although
customer feedback was not supportive of the changes the Board are committed to
discontinue services or schemes that are no longer viable.
This review has identified a number of under-performing properties which will be subject to
further appraisal to decide whether it will be more beneficial to invest further in these
properties or dispose of them and reinvest proceeds into the provision of new, better value
homes. This in-depth evaluation of our assets has already helped inform asset management
decisions including:

Re-direction of resources into the redevelopment of ‘Waterside’ to address reducing demand
for bedsits and an increasing demand for bungalows. This project includes the regeneration
of external areas to make it a more desirable place to live adding social value through
reducing anti-social behaviour and creation of a more sustainable community.
A programme of stock condition surveys has continued through the year, with 100% of our
properties now having had an external survey with around 80% surveyed internally. This has
provided invaluable information, enabling the smoothing and improved planning of the
improvement programme. This has driven further efficiencies and cost savings by enabling a
number of elements to be improved at the same time, for example roofing and rendering at
the same time to save on scaffolding costs, and kitchens and boiler replacements carried out
at the same time.
This improved survey information together with return on asset evaluation has also enabled
priority to be given to lowest category properties in the improvement planning process, with
much of the improvement work carried out on these properties during void periods to improve
lettability. Over the next few years particular areas will be targeted to enable the letting of
larger contracts which will drive a reduction in costs through economies of scale and further
efficiencies in contract management.
The new housing management and maintenance system implemented in July 2016 now
provides more detailed repair cost information based on standard ‘Schedule of Rate’ costs
including both labour and materials costs per job. This will also contribute to more accurate
return on asset evaluation and help inform future retention versus disposal decisions.

Further savings are being generated from SLH’s ‘Projects Team’ which has delivered a total
of 30 kitchens and 32 bathrooms with resulting savings of £69k against sub-contractor costs.
Savings generated by this team are expected to be around £100k for 2016/17. This selfdelivery model will be further expanded from 2017/18 with the establishment of the CSV to
further reduce spend on subcontractors, generating savings in contractor profit and VAT in
the areas of electrical works, gas servicing and other planned works. The Projects Team
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have also during the year carried out works to damaged properties following the extensive
flooding in December 2015, the costs of which were covered by insurance.
Having an in-house repair team also enabled us to provide a rapid response to the floods,
with our early response meaning more preventative measures could be undertaken such as
sand bagging and installing flood barriers to door openings which meant fewer properties
were flooded, but also enabled the earlier commencement of repair works, allowing
properties to dry out sooner and allowing tenants back in their properties before any other
housing association tenants in Cumbria. This is something which has been applauded by
insurers as well as being beneficial to our tenants.

SLH has since transfer delivered 41 new homes for rent and has capacity in its financial plan
to deliver an additional 106 new homes over the next few years.
The surge in Right to Buy (RTB) sales following the increase in discounts shortly after transfer
has seen a total of 86 sales completing since transfer (to mid-August 2016) and with the
extension of the Right to Buy to new (post stock transfer) tenants there is an increasing need
to replace stock losses through sales. Demand for affordable homes in this high cost/low
wage area is outlined in SLDC’s Housing Strategy. SLH therefore continues to work in
partnership with SLDC to direct receipts from sales to investment in new SLH homes, with
the HCA to access grant, albeit at reducing levels, and with developers to acquire section
106 properties.
SLH signed up to the ‘Voluntary Right to Buy’ in 2015 as the proposals provided for
reimbursement to SLH of the full market value of sales and allowed flexibility to provide
exemptions for rural areas. Whilst the extension of the Right to Buy raised concerns about
the loss of property for social housing rent, these proposals would help us protect our rural
communities where planning restrictions mean stock sold cannot be replaced. Furthermore,
with full market value compensation we can deliver in excess of a ‘one for one’ replacement
on some disposals, allowing us to deliver additional properties in areas of high demand.
SLH’s board supports home ownership, expressing a keenness to deliver shared ownership
and rent to buy properties in line with government’s home ownership policy and SLH will be
making a bid for HCA grant in September 2016. There is also potential to acquire properties
via Section 106 agreements to sell on a shared ownership basis as part of existing
developments where these are considered to be more appropriate tenures for their location.
SLH is keen to build longer term relationships with development partners to allow developers
to generate greater efficiencies through longer term planning and savings for SLH and can
also provide an opportunity for SLH to influence design and planning considerations. SLH
has also had preliminary discussions with SLDC to enter into a joint venture for the provision
of market for sale and affordable homes in the South Lakes area to achieve economies of
scale through joint working and surpluses for SLH which could be reinvested into the
provision of additional affordable homes.
Garage sites and land parcels are also being evaluated as part of our asset management
strategy to assess their suitability for development, through systematic “health check” reviews
carried out on a periodic basis to evaluate all options including remodelling, redeveloping or
decommissioning sites of low demand, poor design or poor condition where capital
investment would not provide a long-term solution. Disposal of these sites would be
considered for areas with no development potential so that proceeds can be reinvested in
new developments elsewhere. Our garage strategy also aims to reduce void costs and lead
to cleaner and safer neighbourhoods.
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4.

UNDERSTANDING OUR INCOME AND COSTS
7%

In the financial year ended 31st March 2016, we received
income of £16.7m. Most of this (£16.5m) was from rents,
service charges and other income received from the
management of our social housing properties, including
income from third parties.
We sold 30 properties during the year under the RTB, which
was an increase from the 26 sold in the previous year. Most of
this money is repaid to the Council under the agreement made
at transfer, with only £736k of these sales proceeds being
retained by SLH. These funds have been earmarked for the
re-investment in new properties to replace those sold.

4%

4%

85%
Rent
Service charges
Recoverable VAT
Surplus on property sales

As a Registered Provider of social housing, SLH meets the requirements of the regulator’s
Rent Standard and has accordingly implemented the rent reduction from April 2016. Whilst
the level and quality of service provision is influenced by levels of VFM achieved, it is also
very much dependent upon rent levels.
As for many other registered providers the cap on housing benefits introduced as part of
Welfare Reform will have a detrimental effect on a number of tenants including the under 35s
for whom benefits will be restricted to the single room rate and for sheltered housing tenants
as the rents and service charges at many of our sheltered schemes are above the cap on
benefits being imposed. This has forced SLH to reconsider the way in which it delivers
services to sheltered schemes and the future viability of sheltered housing provision will
continue to be monitored as the number of new tenants, to which the benefit cap will relate,
increases.
Whilst these changes represent a better deal for tenants and a lower benefit bill we are
nevertheless keen to evaluate other rent products such as ‘Affordable Rents’ to maximise the
provision of new homes in the future. We will continue to use target rent +5% flexibility for relet general needs tenancies as this will reflect a lower rent than other social landlords in South
Lakes.

SLH rents are already considerably lower than other housing association rents in the area
due to historically low ‘target rents’ and the limitations on annual increases.
Our rents for 2014/15 compared to those of other providers in the area as follows: (source:
Statistical Data Return published by Homes and Communities Agency National Statistics
September 2015):
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Average weekly rent levels as at 31st March 2015 (52 week figures):
General Needs (£)
Housing Association Name

One
bed

South Lakes Housing

76.91

86.97

95.49

99.14

89.25

The Guinness Partnership

81.25

92.94

108.76

-

89.41

Two Castles HA

80.49

96.13

105.16

-

97.02

Home Group Limited

83.87

97.20

105.81

115.14

98.22

Impact Housing Association

94.67

104.00

116.23

128.03

105.31

-

109.36

126.65

139.37

122.05

Eden Housing Association

Two
bed

Three
bed

Four
bed

Average

As the area of highest spend, the improvement programme is subject to detailed scrutiny as
we strive to meet the challenges of income reductions whilst ensuring we continue to meet
promises made at transfer, achieve Decent Homes Standard and maximise the energy
efficiency of our homes.
In 2015/16 almost half of our income (44p of every £1 received) was reinvested in
improvement works or in the provision of new homes for rent. Our overall spend over the last
two years is broken down as follows:
How we spent each £1 of our income during the year:
Improving homes and communities
Management costs (staffing and offices)
Repairs and maintenance
Interest on loans
Service costs (incl. grounds maintenance)
Other costs
Total £1 spend

2014/15

2015/16

45p
18p
20p
9p
4p
4p
100p

44p
21p
18p
11p
4p
2p
100p

During the year SLH embarked on a major cost savings exercise and revised its financial
plans to accommodate the rent reductions effective from April 2016. This exercise identified
significant savings over the life of the plan, as follows:
 Savings in management and administration costs totalling £440k in 2015/16, with
recurrent savings of around £500k per annum from 2016/17 onwards.
 Responsive repair cost savings of 6% pa, achievable though improvements in efficiency
and economies of scale experienced from the establishment of the CSV.
 Reduction in improvement works costs of 6% pa from 2017/18 achievable through better
planning and procurement methods.
 Reduction in gas servicing costs of £150k pa from 2017/18 onwards, representing
savings in VAT as a result of procurement through a CSV.
 Savings in pay costs rising to £120k pa by year 4 through the deletion of one vacant post
per year over the next 4 years.
 Removal of £2m in 2022/23 earmarked for new office premises.
 Reduction in bad debts provision from 4.4% to 2.2% throughout the plan following
revised predictions of the impact of Universal Credit based on recent experience.
 Removal of the ‘Growth Fund’ totalling £1.2m over the next 10 years, with new growth
bids now needing to be ‘self-financing’.
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The revised plan reflected the requirements of the board to retain as a minimum the current
level of development capacity of 120 units and also the maintenance of a basic pay award
each year in order to retain high calibre staff.

The HCA’s recent review of operating costs, which aimed to gain a better understanding of
the wide variations in costs across the sector, has revealed that although much of the
differences between providers are explained by transfer commitments, levels of supported
and older people’s housing, a significant proportion is down to differences in efficiency. It also
concludes that there is no significant evidence of a relationship between size of provider and
lower cost.
SLH’s ‘Headline social housing cost per unit’ based on 2015 published accounts has been
published as £5.29k which falls into the upper sector when compared to all social housing
landlords nationally. This headline indicator includes major repair costs of £2.96k per unit
(56% of the headline cost per unit), demonstrating the significant investment in our housing
stock. SLH’s spend on improvement works is almost double the average of £1.5k per unit for
Large Scale Voluntary Transfer (LSVT) organisations under 7 years old as shown in the
HCAs regression analysis. This is due to the high level of investment in stock, totalling
£185.9m over a 30 year investment period, identified prior to transfer. This represented an
average of £58,557 per dwelling, or £1,952 per dwelling per annum (at April 2010 prices).
The improvement programme was weighted towards the early years post transfer, resulting
in the average £2.96k per unit spend on major repairs in 2014/15. Works have been delivered
in line with the investment programme, whilst generating VFM savings of £451k in 2015/16
and £920k in 2014/15 on the cost of improvement works through better work scheduling and
procurement methods.
For SLH, major repair costs also include new developments in the year amounting to £0.5k
per unit, which it is argued should be excluded from figures intended to compare operational
efficiency.
SLH also has an element of ‘support’ costs representing overheads which are included in
service costs in the HCA’s unit cost analysis but which have been reclassified in SLH’s 2016
accounts as management costs. This analysis helps us better understand and compare our
costs to others which will enable us to target our resources and drive further improvement in
our operational efficiency in future years.
Published and reclassified figures for 2015 are shown against sector national averages in the
table below. SLH also compares its costs to other housing providers of a similar size
operating in Cumbria and the published results for these organisations are also shown below.
SLH Costs per Unit (CPU) 2014/15 compared to other Cumbrian Housing Providers:
Headline
Other
Manage- Service MaintenMajor
social
social
Cost per unit 2014/15
housing
ment
charge
ance
repairs
housing
CPU £K CPU £K CPU £K CPU £K CPU £K CPU £K
SLH (as published)
5.29
0.51
0.72
1.01
2.96
0.10
SLH (excl. devel costs and
4.79
1.02
0.21
1.01
2.46
0.10
support costs reclassified)
Eden (as published)
2.76
1.23
0.08
1.12
0.00
0.33
Impact (as published)
4.30
1.80
0.35
0.88
0.34
0.93
Two Castles (as published)
2.87
0.87
0.57
0.70
0.71
0.02
Sector - upper
4.30
1.27
0.61
1.18
1.13
0.41
- median
3.55
0.95
0.36
0.98
0.80
0.20
- lower
3.19
0.70
0.23
0.81
0.53
0.08
An analysis of day to day running costs (i.e. headline costs excluding major works costs)
shows that SLH’s operating costs per unit including management, services and maintenance
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costs represent lower to middle quartile results overall, lower quartile for management and
service costs, and median quartile for maintenance costs when compared to the sector
nationally. Our day to day running costs also compare favourably to other associations
operating in Cumbria, as shown below:
SLH Costs per Unit 2014/15 comparison (excluding major repairs):
CPU Excl
Service
Other
ManageMaintenMajor
charge
social
ment
ance
Cost per unit 2014/15
Repairs
CPU
housing
CPU £K
CPU £K
£K
£K
CPU £K
SLH (excl devel costs and support
2.34
1.02
0.21
1.01
0.10
costs reclassified)
Eden (based on published figs)
2.76
1.23
0.08
1.12
0.33
Impact (based on published figs)
3.96
1.80
0.35
0.88
0.93
Two Castles (based on published figs)
2.16
0.87
0.57
0.70
0.02
Sector - upper
3.47
1.27
0.61
1.18
0.41
- median
2.49
0.95
0.36
0.98
0.20
- lower
1.82
0.70
0.23
0.81
0.08
Comparing our costs to the average costs of 16 recent stock transfer associations shows that
SLH’s reclassified costs are predominantly in line with the median score for this group.
SLH Costs per Unit 2014/15 compared to other recent LSVTs:
Headline
Manage- Service Maintensocial
Cost per unit 2014/15
housing
ment
charge
ance
CPU £k
CPU £K CPU £K CPU £K
SLH (as published)
5.29
0.51
0.72
1.01
SLH (excl. devel costs and
4.79
1.02
0.21
1.01
support costs reclassified)
LSVT Group - upper
5.23
1.24
0.31
1.12
- median
4.62
1.16
0.23
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4.16
0.71
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4.30
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1.18
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3.55
0.95
0.36
0.98
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3.19
0.70
0.23
0.81

Major
repairs
CPU £K
2.96

Other
social
housing
CPU (£K)
0.10

2.46

0.10

2.72
2.11
1.39
1.13
0.80
0.53

0.23
0.11
0.06
0.41
0.20
0.08

As noted above, major repairs spend for the LSVT group of associations as a whole is higher
than sector averages, with SLH’s major works spend falling within median to upper quartile
compared to others in the group. SLH’s management costs compare well, being in the lower
to median range for this group, whilst SLH’s headline indicator, service charge and
maintenance costs per unit are in line with the median score for this group.
The establishment of a CSV to deliver repair and maintenance services including major
repairs in South Lakes, with plans to roll this out across Cumbria, will drive further operational
efficiency, savings in VAT by reducing reliance on subcontractors for planned and other
works and generate further economies of scale. The investment in new housing management
and maintenance systems and the continued investment in IT over the coming years will also
enhance the efficiency of back office services to support the expansion of SLH’s service
offerings to other organisations. These strategies will collectively reduce SLH’s operating
costs in future years and facilitate cost reductions in other organisations operating in
Cumbria.
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Our anticipated future operating costs are analysed as part of our financial planning exercise,
the results of which are also used by regulators as part of their annual ‘stability check’ on
providers to assess delivery of VFM and long term financial viability.
As noted above SLH has carried out an analysis of our operating costs and has reclassified
certain costs to allow us to make more realistic comparisons to the costs of other providers.
SLH has also agreed a new business strategy objective to provide ‘good and cost effective
management of properties’ which aims to match the cost and satisfaction performance of the
median providers. The savings identified in our cost reduction exercise will enable us to
deliver a targeted 13% reduction in ‘headline unit costs’ in 2016/17 and a further 11% in
2017/18 which at a projected £4.3k per unit for 2016/17 and £3.8k per unit for 2017/18 will
bring SLH into line with median sector performers (which showed costs of £3.6k per unit in
2014/15).
SLH recognises it has more to do to bring maintenance and major repair costs into line with
median providers and this will be achieved through planned improvements in productivity
following a review of our maintenance service and through partnering with others to provide
repair and maintenance services across Cumbria. There is also the potential to generate
further economies of scale through the delivery of other back office services.
SLH accepts that as one third of its stock is contained within national parks or conservation
areas then this is a significant driver for higher costs than compared to the average landlord.
Nevertheless, SLH is not being complacent about the contextual factors and is consulting
stakeholders on a major review of every service area in 2017/18 to target further savings as
the organisation completes its post transfer offer document expenditure promises in March
2017.

The damage to SLH property caused by the floods in December 2015, together with loss of
rent and decant costs, amounted to around £2.3m. Our insurers ‘QBE’ have been extremely
supportive, paying out cash at an early stage to enable SLH to pay for repair works and
alternative accommodation costs without any delay, minimising the disruption to our tenants.
The cost of flood damage to SLH was also kept to a minimum as a result of a cap on the
policy excess payable negotiated with insurers at renewal in April 2013. At that time the
proposal from current insurers was not the lowest, but was considered to offer the best VFM
given the existence of this clause. The policy excess payable had this not been in place would
have been circa £35k, representing a VFM saving of £30k on this claim.
However as a direct result of the floods there has been an increase in insurance premiums
of £135k per annum and an increase in policy excess payable to £1m per incident for flood
related damage. SLH is therefore setting aside an additional £100k per annum from 2016/17
onwards in addition to the increase in premiums to build up a reserve to cover the excess
payable should there be further flood causing damage of this magnitude.

The board have during the year reduced the cost of existing funding by cancelling £15m worth
of loan facility, generating savings in commitment fees of £161k in 2016/17 and £180k per
annum in 2017/18 onwards. This decision was not made lightly as the board are keen to
maximise funding available to deliver new homes. However the change to the loan profile at
each annual review as a result of changes in inflation and interest rates, and most significantly
the cut in rental income in the most recent plan, has meant the full £55m funding facility could
not be fully utilised without falling outside the required loan repayment year. As a result
commitment fees were being incurred for funding which could not be accessed.
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During the year we also began a review of our funding arrangements
with a view to moving away from LSVT funding in order to benefit from
the low interest rates currently available, release equity to fund additional
new developments and to maximise our ability to raise additional finance
in the future. With the weighted average cost of our current loans of
4.99% there is scope to improve the cost effectiveness of our debt and
options currently being evaluated include a mix of bond finance and
traditional bank loans.
Early indications are that potential savings in interest will outweigh the break costs on existing
loans and this will continue to be monitored with the intention of securing new funding in
2017/18 should this prove to be beneficial.

5.

UNDERSTANDING OUR OVERALL VFM PERFORMANCE

It is essential that SLH understands not only its performance trends but how both its costs
and performance together compare to others. This has become increasingly important as the
sector continues to undergo significant changes in economic and operating environment and
has to respond to increasing pressure to reduce costs whilst maintaining service standards.
SLH continues to subscribe to Housemark’s benchmarking service to access comparative
data and knowledge about what is typical for the sector so as not to become complacent with
its own performance improvement. Housemark’s benchmarking results are considered to
provide robust comparisons of results due to the independent validation by Housemark of
data submitted to ensure this is collated in the same way by all participants. Information
derived from published accounts, as used by regulators in their measure of operating costs,
can be based on a variety of methodologies for cost allocation.
SLH has from 2015/16 chosen a peer group comprising 96 registered providers, based on a
combined national LSVT and traditional housing association peer group of between 2,500 to
7,500 units. In the past SLH has selected northern based LSVT’s but we traditionally
performed well in this category. The new peer group provides more challenging comparators
and better reflects our desire to improve performance and costs in line with traditional
associations.

Housemark has produced a ‘cost and performance summary’ table for 2014/15 (the latest
summary table available), setting out a selection of cost, performance and satisfaction
measures and indicating which quartile SLH falls in when compared to the peer group, as
shown below.
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Housemark’s cost and performance summary 2014/15:

Key:

This shows that SLH has achieved top quartile for seven (one third) of these indicators and
upper or middle-upper quartile for two thirds of the indicators. Low quartile performance is
shown for repair and major works costs and for proportion of dwellings non-decent at year
end which again is consistent with results for most stock transfer organisations.
Housemark note that quartile symbols are provided for costs measures in this summary table
for ease of interpretation and that high costs/investment (particularly around major works) is
not necessarily a bad thing.

Housemark’s more detailed VFM Scorecard provides a comparison of key performance and
cost information in the categories of Process, People, Value and Business & Financial against
those of similar organisations. Results for 2014/15 and a comparison to SLH’s recently
published results for 2015/16, are shown below:
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Housemark’s VFM Scorecard 2014/15:

The VFM Scorecard for 2014-15 shows that:

In terms of costs, responsive & void and major works costs are higher than median
levels as a result of the significant spend on repair and improvement works required following
stock transfer. The downward trend arrow for major works indicates that SLH’s costs
decreased more quickly than those of the peer group between 2013/14 and 2014/15. This
was due to the profiling of spend over the first few years after transfer, which saw an
increased spend in year two (2013/14) as the improvements programme accelerated to ‘catch
up’ with the programme of repairs following the inevitable delay immediately post transfer.
The cost per property of £2.94k in 2014/15 better reflects the volume of improvements work
to be completed each year going forward.
The scorecard shows that SLH’s management costs are low at £350 per property for
2014/15 (reduced from £369 in the previous year) which is much lower than the £465 median
score for the peer group.
Overhead costs also score well with costs reducing from the previous year more quickly
than half our peer group. With costs at 10.3% of turnover, costs fall just under top quartile
(10.2%). A comparison of the overheads breakdown shows that office premises and IT costs
are in line with those of the peer group, central overheads are lower than the peer group and
it is finance costs (at 2.3% compared to 1.8% for the peer group) which bring the overall
overheads cost to just below top quartile position. As with major repair costs, finance costs
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for stock transfer associations will be relatively high as funds are drawn to purchase
properties from the local authority at transfer.
As in previous years SLH again scores well in terms of satisfaction both from customers
and from staff, with all of the following indicators falling into top quartile:

SLH has also achieved top quartile performance in 2014/15 for the following:

However bottom quartile performance has been recorded in 2014/15 for:



Service charge collection rate reduced to 98% compared to a median performance of
100.9%. The previous year was exceptionally high and influences the rate of
movement. SLH has in 2016/17 commenced a review of service charges to ensure all
our service costs are fully recovered and are promptly collected.



Growth in turnover: 2% compared to median performance of 5%.

Housemark’s VFM Scorecard 2015/16:
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The VFM Scorecard for 2015-16 shows improving performance on comparison indicators
from 2014-15:

In terms of costs, responsive & void and major works costs are higher than median
levels as a result of the significant spend on repair and improvement works required following
stock transfer. The downward trend arrow for major works indicates that SLH’s costs
decreased more quickly than those of the peer group. The cost per property of £2.64k in
2015/16 has reduced from £2.94k in 2014/15. Responsive repair and void costs have
reduced from £942 to £891.
The scorecard shows that SLH’s management costs are low at £350 per property which
is similar to the levels of 2014/15 and lower than the £443 median score for the peer group.
Overhead costs also score well with costs reducing from the previous year more quickly
than half our peer group. With costs at 10.5% of turnover compared to the median of 11.1%.
A comparison of the overheads breakdown shows that office premises and IT costs are in
line with those of the peer group, central overheads are lower than the peer group and it is
finance costs which bring the overall overheads cost to just below top quartile position. As
with major repair costs, finance costs for stock transfer associations will be relatively high as
funds are drawn to purchase properties from the local authority at transfer.
As in previous years SLH again scores well in terms of satisfaction both from customers
and from staff, with all of the following indicators falling into top quartile:

SLH has also achieved top quartile performance in the following areas which were
identified in previous reports:

One area of slippage (now upper middle quartile compared to top quartile in 14/15) is:



Sickness absence average has deteriorated from 5.4 days to 7.5 days lost per
employee (median 8.8 days)

SLH’s performance in other areas which are not classed as VFM measures in Housemark’s
benchmarking but which SLH feels contribute to VFM are as follows:
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High staff turnover - although young LSVTs can often experience higher levels



Development units as a % of stock is low. Plans are in place to increase development
capacity though refinancing, working with the local authority for return of RTB receipts,
and through a new development joint venture with the local authority. Full
compensation for the market value of properties sold under the new voluntary right to
buy will also potentially enable SLH to increase the supply of new homes.

Repairs completed on first visit - service reviews and efficiency measures introduced
following an in-depth review will help ensure improvement over the coming year

SLH recognises that providing social value can bring a number of
benefits to our own customers and the wider community and have
a real positive impact on the communities within which we work.
The impact of the rent reduction on SLH meant that non-essential spending on community
investment and involvement activity was reduced by £36k (27%) during 2015/16. SLH will
continue to employ a part time Community Engagement Officer and a Financial Inclusion
Officer to continue to deliver on social value. The investment and development programmes
will also address social value objectives such as the regeneration of the Waterside estate in
Kendal during 2016/17 and the employment of 4 apprentices as a direct result of our
investment programme.
A planned solar panel retrofit programme was delayed initially due to board concerns about
risk exposure but the deal eventually signed in November 2015 was ended due to
Government cuts to the Feed in Tariff. The 64% cut effective from mid-January 2016 meant
that the project was unviable for our investment partners GES. The market conditions were
already challenging and their contractor Capco had difficulty securing labour resources with
extremely high demand for labour and materials. They were only able to install panels to 20
homes against our original target of up to 1,000 homes. There had a minor impact on our
reputation and led to a £37k loss in legal expenses.

SLH has budgeted for a reduction in social value expenditure in 2016/17. This includes;
welfare benefit advice (£4k), community development (£5k), estate improvement grants
(£15k) in addition to £43k on tenant involvement services.

SLH continues to use its own social value monitoring tool to track social value gains with
various community projects. The focus is supporting a range of community projects alongside
other organisations across the main areas of the district to ensure better VFM. It will now be
rare that SLH organises and funds its own projects without match funding from others.
Measuring the impact is extremely difficult as they are projects involving a range of partners.
This showcases a range of successful community activities including;



Pallet to Pots project – tenants involved in planting out donated plants, benefiting from
taking part in physical activity in green open space.
Healthy eating project - workshops providing a fun healthy eating activity for children
and families.
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Bench project – an opportunity for tenants to take part in an Arts Project and benefit
from a bench for years to come.
Pop-up Café – an event which received national coverage after its first event in 2015,
run by local residents and operated on a pay as you feel basis with a focus on healthy
eating and using unused produce from local suppliers and restaurants.
Windermere fun day - a Parklife event enabling over 300 people to take part in a
variety of free activities.
Food to fitness project – a cooking project supported by Barnardo’s enabling young
people to learn to cook and help build their confidence and social skills.

There are some exciting initiatives underway which will generate a significant return on social
investment for inclusion in next year’s VFM self-assessment. These include;

7.

ENSURING CONTINUED VFM IMPROVEMENT

In 2014 we set ourselves onerous VFM targets to ensure further VFM improvement and in
2015 we reported that most of these targets had been exceeded. Those not achieved were
as a result of decisions not to pursue a particular direction of travel, for example the
establishment of a ‘Care and repair’ service.
Our VFM target has again been exceeded in 2015/16, with total VFM savings of £1.079m
generated against a target of £600k. This was achieved from savings in management costs
of around £535k following the major cost reduction exercise, VFM savings in the improvement
works programme of £451k from better procurement methods and changing component
specifications and £93k efficiency savings from IT enhancements including the use of
electronic forms for previously manual processes. Savings achieved and new targets are
summarised below.
Performance against VFM targets

Area of VFM saving

VFM
target
2015/16

Actual VFM
savings
2015/16

% of target
achieved

Management costs

£190k

£535k

281%

Improvement works costs

£360k

£451k

125%

Value of IT enhancements

£50k

£93k

186%

£600k

£1.079m

180%

VFM savings
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In 2015 we reviewed our VFM targets to reflect the principles of maximising customer
satisfaction whilst delivering greater efficiencies and reducing costs. However as noted in
‘our approach to VFM’ above, SLH now believes there is an optimum balance to be achieved
to maximise efficiency to reduce costs and maintain a ‘good’ (rather than ‘excellent’) level
of service provision.
As a result our focus is on cost reduction and efficiency targets rather than service
improvement. A new, condensed set of VFM targets have been established and embedded
within our financial plans. These reflect the savings identified as part the cost cutting exercise
carried out during the year, many of which exceed the savings targets previously set.
Our new VFM targets and further details as to how these will be delivered are as follows:
SLH VFM targets 2016/17 onwards:
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Target savings for 2016/17 total £1.1m with results for the first quarter of 2016/17 showing
achievements in line with expectations. Targets for further VFM savings have been set for
2017/18 and 2018/19 at £1.21m and £1.33m respectively to ensure ongoing VFM
improvement.

VFM savings are regularly monitored through monthly management accounts to the
executive team and quarterly finance and performance dashboards to the board. Rigorous
reporting will also be provided to the CSV Board to ensure efficiencies and cost savings
anticipated for the repairs CSV are delivered.
The above targets are fundamental to SLH’s approved financial plan, which is a fully funded
30 year plan built on realistic economic and operational assumptions. This has been modelled
to reflect reduced income levels and the cost reduction measures outlined above which will
ensure we deliver our corporate objectives and continue to build new homes to replace stock
lost through the RTB, and to continue to operate within the parameters of our funding
agreement. Our financial plan is regularly ‘stress tested’ to evaluate the impact of increasing
financial pressures and identify ‘worst case scenarios’ which enables plans to be formulated
to mitigate risk and ensure continued viability. Financial resilience monitoring is now included
as part of Financial Reports to the Board on a quarterly basis.
Although a number of these targets relate to future years recent changes to our policies and
working practices have already started to have an impact. Achieving these targets will enable
SLH to keep costs to a minimum and maximise the funding available for investment in the
provision of new homes.
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