
www.equit yhousing.co.uk

VFM St at ement  2018

Value For Money 
St at ement  

2018



Value for Money (VFM) is a key theme 
which is at  the heart  of  our corporate 
object ives. 

Our VFM targets are clearly set  out  in 
the new Corporate Plan and the 
associated VFM St rategy, which 
recognise that  further eff iciency gains 
are required to demonst rate improved 
VFM to our stakeholders. 

Over the next  f ive years we aim to 
reduce our operat ing costs by 6.1% 

(£2.3m) whilst  delivering 827 new 
homes. 

This cost  reduct ion will opt imise our 
f inancial capacity by increasing our 
operat ing margin to 32% (2018: 26.1%) 

and our borrowing capacity to £147m 

(24%), opt imising the Group?s abilit y to 
service future debt . 

Our new corporate st rategy draws on 
our history and brand around shared 
ownership, innovat ing in affordable 
home ownership and selling our services 
to other providers, as well as retaining 
our focus and commitment  on social and 
affordable rented housing. 

Over the next  f ive years we will commit  
5-10% of  our budgeted surplus after 
interest  and tax (which may equate to 
around £2m) to social value projects in 
communit ies, opt imising the social 
impact  within the areas that  we operate. 

During the year, the Board and the 
Execut ive Team monitored VFM using a 
balanced scorecard approach (Equity?s 
balanced scorecard includes the Sector 
Scorecard indicators, supplemented by a 
range of Customer and Colleague 
indicators which support  our corporate 
object ives).  

The KPIs included in the scorecard has 
been amended for 2018/19 in line with 
the new Corporate Plan.  

In addit ion to monitoring our 
performance against  our internal 
targets, we also use the Housemark 
Sector Scorecard Report  to compare our 
performance against  other housing 
organisat ions nat ionally who have 
between 2,500  and 5,000  homes. 

We also compare our performance at  a 
regional level through the Greater 
Manchester Providers performance 
group, and work collaborat ively to 
enhance outcomes across the region.

Value f or Money:
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The year-end performance against  our 2017/ 18 balanced scorecard targets is 
provided below. 

Further explanat ion of the 2017/ 18  Financial & VFM 
performance is provided below: 

- % reinvestment  and new supply delivered are 
below the target  due to delays in the new 
homes development  programme -  93 homes, 

out  of  a budget  of 206, will now be completed 
in the early part  out  2018/19, which was 
mainly caused by adverse weather and a 
number of Sect ion 106 schemes being delivered later than expected; 

- As a result  of  the delays in the new homes development  expenditure, we 
borrowed less result ing in lower gearing and debt  per unit ; 

- Social Housing Costs per Unit  and Management  Costs per Unit  are both 
above the target  due to addit ional costs during the year support ing the 
t ransformat ion agenda, including execut ive and colleague recruitment . 
Our plans to reduce our operat ing costs and to increase the long- term 
operat ing margins are out lined below; 

- Operat ing margins are above the budget  due to addit ional surplus on f irst  
t ranche property sales during the year.   

Financial and VFM Perf ormance:
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Cust omer and Colleague Perf ormance:

Further explanat ion of the 2017/ 18 Customer & Colleague performance is 
provided below: 

- Our Customer Sat isfact ion performance is based on overall Customer 
Sat isfact ion (taken from the Survey of Tenants and Residents (STAR) 
Survey) ? the main reasons for the current  performance is sat isfact ion with 
repairs, improvements and grounds maintenance cont racts which we have 
addressed through procuring new cont racts during the year; 

- We are proud of our rent  collect ion and arrears performance, and although 
we are aware that  our low levels of rent  arrears make it  dif f icult  to collect  
over 100% of  the rent  charged, we cont inue to set  a st retch internal target ; 

- The void loss was marginally higher than expected in the year, which was 
mainly due to three sheltered housing schemes which are due to undergo 
an opt ions appraisal during 2018/ 19. We expect  our voids performance to 
improve signif icant ly once the outcome of those appraisals have been 
implemented; 

- A high number of temporary colleagues were in post  during the year prior 
to implement ing a new staff ing st ructure. Most  of the posts have now been 
f illed, however this resulted in higher colleague 
turnover than expected; and 

- Although our Service Charge costs appear high 
compared to our peers, this is because a high 
percentage of our customers are leaseholders (78% 
of  our customer base receive service charges). 
Through effect ive procurement  and customer 
consultat ion we will cont inue to ensure the services 
that  we deliver to our customers deliver improved 
Value f or Money.   
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The Board recognises that  our performance needs to 
improve so we can demonst rate Value for Money to our 
stakeholders. We have a st rong focus on developing new 
homes (2.4% new supply delivered in the year), however our 
cost  base is high compared to our peers result ing in below 
average operat ing margins and a low Return on Capital 

Equity Housing Group?s main assets are the homes that  we 
own and manage. 

Whilst  we have a clear social purpose, it  is crit ical that  we understand and 
improve the opt imal use of our asset  base. During the year we have started to 
further improve the intelligence driving the management  of our assets by invest ing 
in new software to enhance our modelling capabilit ies. 

This intelligence will provide an improved understanding of the f inancial and social 
return on our assets. Using high qualit y asset  performance data will enable us to 
ident ify propert ies and schemes which are becoming uneconomic, or are no longer 
f it  for purpose. 

This will then t rigger our opt ions appraisal process to ensure we cont inue to 
understand and improve the VFM of our property assets.  

Ret urn on Asset s:

Fut ure Value f or Money Target s:
The new Corporate Plan clearly sets out  the Group?s VFM improvement  targets 
over the next  f ive years, which are shown below.  

Financial and VFM Perf ormance:
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Cust omer and Colleague Perf ormance:

Over the next  f ive years, the successful delivery of our Corporate Plan and the 
achievement  of our associated targets will result  in the following: 

- Maintaining top quart ile performance for new supply delivered; 
- Increasing our gearing to 38.7% as we ut ilise our f inancial capacity to 

invest  in 827 new homes; 
- During 2017 we commenced the procurement  of a new housing 

management  system, which will enable us to signif icant ly improve a 
number of key processes, both internally and for our customers ? it  is 
ant icipated that  the new system will be implemented by the Summer of 
2019; 

- During 2018/19, a fundamental review of our cost  base will be undertaken 
which, along with the new ICT system, will: 

- reduce our costs per unit  by 14% (£2.3m in real terms); 
- improve our Management  Costs per Unit  f rom bot tom quart ile to 

second quart ile; and 
- improve our overall operat ing margin to 32% (2018: 26.1%). These 

improvements will generate addit ional 
f inance capacity for reinvestment  into new 
and exist ing assets, and increased social 
impact ; 

- Return on Capital Employed increasing to 4.8%, 
as we generate increased prof it s to service the 
addit ional investment  in new homes; and 

- Maintain void loss and rent  loss at  2% overall, 
which is excellent  performance given Equity?s 
low levels of arrears, and will have a posit ive 
impact  on the 30 -year business plan.  
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In addit ion to the above, to further improve Equity?s key non- f inancial KPIs 
the following init iat ives are being undertaken as part  of  the new Corporate 
Plan: 

- Customer sat isfact ion ? through opt imising the use of new 
technology and innovat ion, our aim is to enable customers to 
self-serve and to access our services convenient ly and at  the f irst  
point  of  contact , which will reduce customer effort  and improve the 
ease of doing business with us. To start  this journey, following a 
reorganisat ion in 2017/18, our customers now have a dedicated 
Customer Relat ionship Manager who acts as a single point  of  
contact  to provide a generic, joined-up service; 

- To understand how we compare to other housing organisat ions and 
other sectors, during 2018/19 we will become members of the United 
Kingdom Customer Sat isfact ion Index (UKCSI). The results of our 
UKCSI performance will be reported from March 2019; and 

- Colleague retent ion ? our new People St rategy is based around 
principles of colleague engagement  and retent ion, with a 
commitment  to commercial and sustainable remunerat ion and a new 
approach to succession planning and internal recruitment . Equity has 
an engaged workforce and is current ly ranked as 60 in The Times 
Top 100  (Best  Companies) list . 

Taking into account  the act ions and init iat ives set  out  above, the Board 
believes that  the Group complies with the requirements of the Value for 
Money standard. 

The Corporate Plan targets and the Value for Money St rategy demonst rate 
the Board?s st rategic approach to Value for Money, and we feel that  the 
current  and future plans will cont inue to opt imise the economic and social 
value that  Equity delivers to it s customers and other stakeholders.  
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