
Value for Money

In Year Review 2015/16



1.1 The Group published its 2015 Self-Assessment in September 2015 stating its compliance with the 
regulatory standard. In addition, we stated that we would revise our VFM position once more detail 
was known from the government following the Chancellor’s Budget Statement in July 2015. Our Non-
Executive Directors have received updates on potential impacts arising from the summer Budget but 
there are still a number of uncertainties as both the Housing and Planning Bill and the Welfare Reform 
and Work Bill have not yet been published in final form.

1.2 The operating environment for the housing sector is going through a period of significant change, mainly 
driven by government agenda. Tabulated below are the key changes, potential impacts and our own 
response.

Cause Impact Financial Effect Action

Welfare Reform 
and Work Bill 

Rent reduction on 
our general needs 
and independent 
living properties 
with a rent freeze 
on our supported 
living properties. 
In January 2016, 
the government 
announced a 
deferral of the 
rent reduction 
for supported 
accommodation to 
April 2017.

circa £8.5m 
cumulative 
reduction in 
income over the 
next four years. 

We have taken 
steps to reduce 
our operating costs 
and maximise our 
income to mitigate 
the financial loss, 
as well as growing 
other business 
areas. 
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Chancellor’s 
Autumn Statement

Capping the 
amount of rent that 
Housing Benefit will 
cover in the social 
housing sector 
to the relevant 
Local Housing 
Allowance (LHA), 
which is to be 
supplemented by a 
locally administered 
discretionary 
funding pot from 
April 2018. This 
will apply to new 
tenancies after 1 
April 2016, with 
Housing Benefit 
entitlement 
changing from April 
2018 onwards. The 
government has 
recently announced 
the deferral of the 
LHA cap for new 
tenants moving 
into supported 
accommodation. 
This will now only 
affect tenants 
moving into such 
accommodation, 
which includes 
supported living, 
supported housing 
and independent 
living schemes, 
from April 2017.

The potential 
of the Housing 
Benefit reduction 
is the money that 
our customers will 
lose which will put 
their ability to pay 
their rent at risk.

This could be 
up to £6.4m 
reduction in 
income for two 
years, effective 
from 2018/19. 

There may also 
be an impact on 
asset valuations.

Continued support 
to customers 
through the 
financial inclusion 
service. 

Strategic 
assessment of 
impact to inform 
decision making on 
rents and service 
charges.

The Group may be 
forced to cease 
developing new 
housing of this 
type if the schemes 
are no longer 
financially viable. 
For some existing 
developments   it 
may be necessary 
to close loss 
making schemes. 
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Housing & 
Planning Bill

Introduction of 
Voluntary Right 
to Buy (VRTB) for 
tenants.

Potentially 
increased levels 
of asset sales, 
contributing to 
Group surpluses 
in the short 
term. Reduction 
in numbers of 
properties as a 
result of sales 
will impact 
on operating 
revenues in the 
longer term.

Monitor the impact 
of the pilot areas 
for VRTB.

Consideration of 
opportunities to 
link VRTB to active 
asset management.

Adopt prudent 
business planning 
assumptions 
around VRTB. 

Plan for a 
reinvestment 
programme to 
replace properties 
sold under VRTB, 
on a mix of tenures.

Housing & 
Planning Bill

The government 
has raised the 
issue of rent levels 
for households 
earning more than 
£30,000. This 
policy has yet to 
be developed, 
but may result in 
higher rents being 
charged for those 
earning above this 
threshold.

£0.5m additional 
income assumed 
over four years.

The board will 
assess the 
benefits, costs 
and practicality of 
implementing this 
policy and will form 
a view. 
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Housing & 
Planning Bill

The Housing 
Minister has 
announced details 
of a deregulation 
package of 
measures aimed 
to reverse the 
recent Office for 
National Statistics’ 
decision on the 
public sector 
status of housing 
associations. 
Withdrawal of part 
of the consents 
regime 

This could impact 
the financial 
valuation of our 
properties.

The valuers for 
the sector will 
be assessing the 
impact of all the 
regulatory changes 
once finalised. 
We are, therefore, 
keeping a watching 
brief. 

These changes are the most significant the sector has seen and will have a fundamental 
impact on the financial position of housing associations. Our value for money objectives 
are, therefore, critical to help us remain financially strong in these challenging times. We are 
on track to deliver our current objectives and have reshaped our financial plans generating 
efficiencies to ensure we can meet our financial and customer focused commitments. 
During the year we have specifically:

•	 Undertaken a significant review of our service delivery model for all areas within the 
business which will result in c£1m reduction in continuing operating costs, which 
are mainly management costs, although there will be restructuring costs in the short 
term

•	 Completed our asset management strategy analysis to help us target 
underperforming stock

•	 Consulted upon and implemented changes to cap employers’ pension contribution 
cost of group pension schemes

•	 Controlled salary costs through pay restraint in 16/17

•	 Continued to implement our development strategy to ensure new developments 
are financially viable using new appraisal assumptions. As a result there was an 
opportunity to remodel a number of schemes in the final stages of planning, with the 
support of both local authorities and the Homes and Communities Agency. At the end 
of December, 87 general needs homes and accommodation for 51 supported living 
persons were delivered.

We will publish our full VFM self-assessment by September this year, which will detail our 
achievements and our forward looking targets.
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