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1.
Summary
1.1
This self assessment sets out LSHA’s approach to achieving value for money in the way in which it operates. It is an update on LSHA’s first self assessment which was discussed and agreed at the April 2014 Board meeting.
  

2.
Details

2.1
What do we mean by Value for Money


“Value for Money’ (VfM) is the term used to assess whether or not an organisation has obtained the maximum benefit from the goods and services it acquires and/or provides, within the resources available to it. It not only measures the cost of goods and services, but also takes account of the mix of quality, cost, resource-use, fitness for purpose and timeliness to judge whether or not, when taken together, they constitute good value.



For LSHA, delivering VFM should:
· support our mission, objectives and goals;
· provide the range and priority of services that our customers want;
· achieve standards of quality and cost which positions LSHA among the top performing smaller London housing associations;
· adopt recognised good practice where appropriate;
· make the most productive and efficient use of internal and external resources;
· demonstrates sustained year-on-year improvement;
· seek out better ways of performing.

This VfM self assessment reflects the regulatory requirements (see para 6.1) and priorities by placing renewed emphasis on:

· reinforcing LSHA’s performance culture

· having a robust approach to decisions on the use of resources to deliver business plan objectives

· ensuring that return on assets is optimised by reviewing alternative delivery methods

· reinforcing budget/financial management processes (including understanding costs and their drivers) to provide clear performance management data to allow robust VfM decisions to be made


The ways in which the above will be delivered are set out in the following sections.

An annual VfM self assessment will be published in LSHA’s Financial Statements to detail how Value for Money is achieved in delivering our purpose and objectives.

· Defining Value for Money


VfM is a term used to assess whether or not an organisation has obtained the maximum benefit from the goods and services it both acquires and provides, within the resources available to it. It not only measures the cost of goods and services, but also takes account of the mix of quality, cost, resource use, fitness for purpose, timeliness, and convenience to judge whether or not, together, they constitute good value.

VfM can be illustrated by the following diagram: [image: image1.jpg]Value for Money
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· What Value for Money is not…

VfM is not just about cutting costs; VFM is more about getting more quantity and quality alongside spending money wisely and not spending more money than necessary.


Spending money wisely in order to deliver its objectives will allow LSHA to produce efficiency savings which will result in a sustainable organisation which can re-invest in new housing units, enhanced neighbourhood services or front line delivery where appropriate.


2.2 LSHA’s approach to Value for Money


VfM means the delivery of our social objectives in the most cost effective way possible.

The value we produce is directly related to our social purpose – our mission is to make a difference to people’s lives by:
· providing quality homes
· providing a range of outstanding services
· improving the physical and social sustainability of estates and communities

For us, therefore, achieving VFM is about making a bigger difference by providing the most quality homes, the best services and best neighbourhoods we possibly can with the resources available. We will do this mindful of the legitimate and sometimes competing interests of our key stakeholders: tenants, local community, local partner organisations (including the three local authorities in which we operate) and funders. 


VfM is a continual and dynamic process. 


In summary, we seek to ensure VfM through:
· Embedding VfM within the culture of the organisation.                             
· Improving Customer satisfaction and customer involvement.

· Benchmarking and comparing costs to other registered providers.

· Ensuring financial controls support the delivery, measurement and reporting of VfM.

· Ensuring consideration of VfM in all procurement.

· Encouraging Green initiatives and minimising wastage in our operations.

· Increasing partnership activities to provide more cost effective services.

· Improving our housing stock based on the results of our asset management review and forthcoming stock condition survey.

· Getting the best returns from our assets.

· Improving IT services to make LSHA more efficient and cost effective.


2.3 Our arrangements to ensure delivery of VfM as part of the day job

· Roles of the board, chief executive, other staff and tenants.

· The board has a responsibility to lead on VfM and actively holding the chief executive  to account for VfM performance.
· The chief executive has a responsibility to assist and advice the board in determining the organisation’s approach to achieving VfM.

· Tenant involvement in VfM, eg agreeing priorities (and efficiencies), shaping services and scrutinising service performance and VfM. This is currently primarily achieved via the SOLFED Tenant Scrutiny Panel 

· Assurance (and reporting) framework for VfM.

· The system of VfM measurement. All Board reports require a VfM comment.

· Extent to which VfM is embedded in performance management.

· VfM considerations influence business culture and form an integral element of appraisals, 1:1s, team meetings and business culture.
2.4 Our track record – what we have achieved over the past year


a) Assets 

· Start on site with construction of nine new build, family size, flats at St Faith’s Road
· Successful tendering of kitchen and bathroom works at Liberty Street, Commercial Way and St. Agnes Place.
· Commissioning and delivery of LSHA’s first asset management review
b) Operations 

· LSHA is part of the Acuity benchmarking group. This allows LSHA to benchmark performance against other small housing associations in London.


	c) Financial KPIs
	2013-14
	2012-13
	2011-12
	Result¹
	Quartile²

	Rent collection
	100%
	99.85%
	100.3%
	
	

	Rent arrears
	4.95%
	4.7%
	5.0%
	
	

	Void loss
	2.1
	1.51%
	1.9%
	
	

	Average relet time
	16
	45
	35.5
	
	

	Debt per unit
	12,858.12
	£13,105
	£12,894
	
	

	Operating surplus margin
	£288,917
	£323,000
	£241,500
	
	

	Operating cost per unit
	£89.83pw
	£81.71pw
	£75.91pw
	
	


	Asset Management
	2013-14
	2012-13
	2011-12
	Result¹
	Quartile²

	Emergency repairs on time
	100%
	98%
	100%
	
	

	Urgent repairs on time
	94%
	98%
	97%
	
	

	Routine repairs on time
	96%
	93%
	91%
	
	

	Gas inspections completed
	100%
	99%
	100%
	
	

	Maintenance costs per unit
	£613
	£840
	£853
	
	

	Major repair & planned costs per unit
	£1375
	£1674
	£1189
	
	

	Total spend on asset management³
	£1988
	£2514
	£2042
	
	

	Reactive maintenance expenditure° 
	31%
	35%
	30%
	
	

	Planned maintenance expenditure°
	69%
	65%
	69%
	
	


	Customer Satisfaction
	2012-13
	2011-12
	2010-11
	Result
	Quartile*

	Overall satisfaction*
	75%
	85%
	n/a
	
	

	Customer satisfaction with repairs*
	78%
	88%
	n/a
	
	


¹Result: this gives a snap shot of performance change over the last year. 

²Shows the quartile within which LSHA performed compared to the sector as a whole. Wherever possible comparisons are made with the Acuity London benchmarking group. LSHA operates a different financial year than a number of other housing associations so it is not always possible to make a direct comparison on a number of KPIs.

³Compares to an average £2,652 for the G15 group of London’s largest housing associations. Smaller HA comparisons are not available. LSHA did not undertake any cyclical decoration work in 20114/15
° Expressed as a % of total maintenance expenditure. 
*Taken from 2014 STAR survey

Practical VfM initiatives initiated by LSHA during 2014 include:
· Undertaking  a wholescale review of IT delivery. Resulting in implementation of remote working functionality. 

· Successful grant bid of £260,000 for St. Faiths Rd development.
· Undertake a comprehensive asset management review to improve understanding of which LSHA schemes provide best value and helps inform a debate on how to manage schemes which present a greater financial challenge. 

· Initiated a review in our communication strategy. Implementing monthly CEO surgery; review the complaints procedure; agree implementation of a  texting service.
· Use of utility broker to achieve electricity savings of between 18% and 40% and gas savings at Butler House of 25%

· Transfer finance functions to permanent staff from contracted staff resulting in efficiency savings

· Agreeing a new suite of key performance indicators to help measure our impact more effectively.
· Negotiated improved terms with website support company to facilitate more frequent updating of the website in a more cost effective manner.
· Significant reduction in void turnaround time. 

c) Treasury Management
· During 2014 we undertook review of LSHA’s Financial Procedures and Financial Regulation.

· Board agreed 30 year Business Plan.

· LSHA recognises that it operates in an area of very high property prices. It recognises that in order to continue to develop new homes at affordable rents it may dispose of some very high value single houses as and when they become vacant. Any capital generated will be ploughed back into the provision of new homes.
· As a small association LSHA can face challenges in getting cheaper finance.

2.5 Projected Value for Money achievements in 2014/15

· Continuing to embed VfM in the organisation. 

· Supporting residents through Welfare Reform and Universal Credit  and protecting our income.

· Build on asset management review with an updated stock condition survey to ensure efficient expenditure on planned and cyclical works.
·        A  joint procurement exercise with SolFed partners to establish scope to help deliver a more competitive procurement process.
·        Review tenant engagement strategy to improve customer satisfaction

·        Explore ways in which LSHA can support tenants through The Green Deal to achieve energy efficiency savings.   

· Implementation of texting service to improve communication.

3.
Options/Reasons for Recommendation
3.1 Value for money refers to those behaviours, practices and processes that drive economy, efficiency and effectiveness across the whole of LSHA, including for those costs that are directly charged to residents. By doing this we meet the expectations of our regulator, the HCA, regarding our strategy for vfm.

4.
Policy/Budget Implications
4.1
Potential efficiency savings identified as a result of actions identified in the Value for Money Self Assessment are included in the 2015/16 budget.  
5.
Financial/VfM Implications
5.1
The Value for Money Self Assessment sets out how LSHA seeks to realise efficiency savings without compromising on the quality of service provision it offers to tennats.  
6.
Legal Implications
6.1
The Regulatory Framework For Social Housing In England 2012 published by the Homes and Communities Agency in March 2012 sets out the regulatory framework for social housing in England applicable from 1 April 2012. Some matters changed significantly from the 2010 framework, notably that a new Value for Money standard has been introduced for private registered providers, which places an increased onus on boards to develop and deliver a clear strategy to drive value for money improvements.

Registered providers are required to meet the relevant standards and Boards who govern providers’ service delivery are responsible for meeting the standards and being transparent and accountable.   
7.
Equal Opportunities Implications

7.1

8.
Staffing Implications
8.1
n/a  
9.
Environmental Implications
9.1
  
  
10.
Risk Management Implications
10.1
 Failure to prepare a satisfactory Value for Money Self Assessment could leave the association at risk of a down grading by the HCA of its Governance Standard 
11.  
Recommendation


Members are asked to comment on and APPROVE the Value for Money Self Assessment.

Report prepared by: 

Mark Jackson


Chief Executive
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