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Executive Summary
1.

The Regulator of Social Housing (RSH) revised their expectations on Registered
Provider’s approach to Value for Money in April 2018.

2.

Previously each Registered Provider was required to publish a Self-Assessment
setting out how they were meeting the requirements. The requirement to produce
a Self-Assessment has been removed from the regulation but the Board needs to
show consideration of VFM within the business and this report is intended to
provide a basis for further discussion.

3.

Work to improve VFM within Incommunities has been continuous for a number of
years. The strategy was given further impetus following the rent cut which
effectively reduced projected incomes by £12m per year, year on year by 2020-21
and represented a gross reduction in revenues from 2015-16 to 2020-21 of £28m.

4.

However despite this pressure Incommunities has achieved its cost reduction
targets and overall has retained the same or equivalent levels of customer
satisfaction. Furthermore, the strengthening of the operating surplus and
strengthening of the balance sheet over the preceding years is testament to our
commitment and success in improving VFM.

5.

The Self-Assessment provides context for the VFM Action Plan (Appendix 1).
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2.0
2.1

Introduction
In April 2018 the Regulator of Social Housing launched the new Value for
Money Standard
https://assets.publishing.service.gov.uk/government/uploads/system/upload
s/attachment_data/file/694821/VfM_Standard_April_2018.pdf

2.2

The standard sets out the requirements placed on Registered Providers
and this self-assessment has been developed to demonstrate compliance
with the standard and set out Incommunities’ approach to achieving Value
for Money.

2.3

The standard sets out some primary objectives for all Registered Providers
with more detailed requirements set out in Appendix 1 to this SelfAssessment.

Table 2.1Primary objectives of Registered Providers from the VFM Standard 2018

Registered Providers Must:

Incommunities’ Response

a. clearly articulate their strategic
objectives

This can be found in the Pathway to 2025,
Incommunities’ Strategic Plan

b. have an approach agreed by their
board to achieving value for money
in meeting these objectives and
demonstrate their delivery of value
for money to stakeholders

The most recent VFM Self Assessment was
approved in September 2017 which
includes the VFM action plan which is
monitored by the Audit & Risk Committee

c. through their strategic objectives,
articulate their strategy for delivering
homes that meet a range of needs

Theme 2 of the Pathway to 2025 is
‘Improving Lives’ continuing to meet
housing needs, which are “affordable and
sustainable”

d. ensure that optimal benefit is
derived from resources and assets
and optimise economy, efficiency
and effectiveness in the delivery of
their strategic objectives.

Theme 1 of the Pathway to 2025 is
‘Building Financial Strength’ which includes
“developing VFM methodology across the
business with an emphasis on economy,
business efficiency and service
effectiveness as well as maximizing
financial returns on assets in so far that this
is consistent with the achievement of our
wider objectives.”
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3.0

VFM in Incommunities

3.1

Incommunities’ VFM Strategy (Appendix 2) sets a strategic framework for
VFM at Incommunities. Based on the principles of Economy, Efficiency and
Effectiveness the Self-Assessment demonstrates how VFM is being
achieved across the Group.

3.2

The relevant legislation includes a requirement for Registered Providers to
ensure: 

Financial viability:- that Registered Providers of social housing are
financially viable and properly managed, and perform their functions
efficiently and economically

 VFM is being achieved:- that value for money is obtained from public
investment in social housing
FINANCIAL VIABILITY
3.3

The Regulator (HCA) undertakes a detailed annual review of Incommunities’
financial viability. The most recent Viability Assessment was published on
29 November 2017 and the Incommunities Group was assessed as being
G1 V1, the highest rating available and the fourth time this assessment has
been awarded. The HCA publishes all regulatory judgements and these can
be accessed on this link:

https://www.gov.uk/government/publications/regulatory-judgement-incommunitiesgroup-limited/current-regulatory-judgement-incommunities-group-limited-29november-2017
“The provider meets the requirements on viability set out in the governance
and financial viability standards and has the capacity to mitigate its
exposures effectively”
3.4

To meet the regulatory standard Incommunities has prepared a robust
assessment of the performance of assets and resources, a brief summary of
which is included in our Annual Report and Statement of Accounts.
CORPORATE STRATEGY

3.5

Incommunities’ drive toward improving VFM was given greater emphasis
following the adoption of the Pathway to 2025, which was updated and
refreshed in January 2018. The Pathway is a medium to longer term
strategy developed around 5 themes:-

1. Building Financial Strength
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2. Improving Lives
3. Growing The Business Through Development and Merger
4. Diversifying Our Business
5. Developing Our People

The effect of the 2015 1% rent cut on the Incommunities’ Business Plan was
significant with the 2015-16 Business Plan forecast rental receipts being
£28m below the post 1% rent cut Business Plan approved in March 2016.
The rent cut led to a re-definition of the Incommunities business, a re-focus
of corporate strategy to Building Financial Strength with more emphasis on
the Economy element of VFM.

3.6

As part of the process of developing the Pathway to 2025, the Board
considered the Vision and Values statements afresh - in the light of
economic, legislative and operational environmental changes. In conclusion
the Board decided that the vision and values should remain unchanged and
these are set out below.

The Vision
Improving Lives Incommunities
Our Values
•

We use our strength and influence to improve people’s lives
We believe:
• Everyone should have the opportunity to fulfill their potential
• Communities should be great places in which to live

GOVERNANCE
3.7

In 2018 Incommunities adopted a new governance structure with a ‘Common
Board’ of members for the Group, Sadeh Lok HA and Incommunities HA.
The rent cut had led to a scaling back of the non-core activities resulting in
the closure of the Foundation Board. As part of the same process
Incommunities Commercial Ltd, Lumia Homes and BCHT Dev Co were
combined and re-purposed with a clear focus on development of new build
housing properties for affordable rent and market sale. Figure 3.1 below
shows the current Incommunities Group structure.
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Figure 3.1

3.8

The work of the Boards is supported by 4 Committees:





3.9

Audit & Risk – which includes oversight of delivery of the VFM Action
Plan
Operations Committee – Which includes oversight, monitoring and
review of operational performance through the Performance Management
Framework
HR & Governance Committee – which oversees the management of
people and the board & governance functions
Refinance Committee – which is primarily concerned with access to and
management of strategic capital finance, but has significant influence on
the development of business planning and therefore the impact of VFM
objectives

Incommunities recognises that effective governance is the key to achieving
VFM. Board Member engagement with VFM is achieved through the
following arrangements:

Annual VFM Masterclass for Board Members to consider and challenge
the approach to VFM within the business. The objective is to enable the
Board to review the VFM strategy, the action plan outcomes, the work of
the Champions Group and guide the development of the future VFM
action plans.
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Annual approval by Group Board of the VFM Strategy, Self-Assessment,
benchmark review and action plan with periodic reviews of the VFM
action plan during the year.



Notification of VFM implications in every Board report.



Annual Risk Masterclass for Board Members to assist in identifying the
key corporate risks facing Incommunities. The top scoring strategic risks
are monitored by the Boards during the year and further considered by
the Audit Committee.



Periodic reviews by the Policy & Performance Committee of the
performance of specific areas of service and activity as directed by the
Housing Association Boards.



Detailed service reviews by Customer Inspectors undertaking analytical
reviews of service performance – with a view to improving customer
satisfaction and operating efficiency.



Feedback from the Customer Panel to provide guidance through the
tenant Board Members on service standards, performance on the local
impact of service delivery

3.10 In 2015 Incommunities introduced the role of VFM Champions with the
intention to share VFM good practice across the Group and embed good
practice within teams. The work of the Champions is intended to help embed
VFM good practice within the organisation though this objective has been
identified for further consideration.

INDEPENDENT SCRUTINY
3.11 Over the past five years Incommunities’ approach to VFM and completing
VFM Self-Assessments has been reviewed by specialist advisors. The 2017
Self-Assessment was reviewed by an efficiency expert from the Northern
Housing Consortium (NHC) with a view to considering the impact of the
changes introduced by the RSH in April 2018.
“The organisation appears to be well-placed to meet the requirements of the
new VFM Standard, with evidence that it can deliver against all required
outcomes and expectations.”
The NHC report concluded with a number of recommendations but the key
point was that more work was needed in terms of embedding VFM
throughout the organisation using the VFM Champions group as the catalyst
for change.
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PERFORMANCE MANAGEMENT
3.12 Incommunities monitors service performance through monthly performance
reports to EMT, Boards and service users. These are used to ensure
operational objectives are met; and provide the basis for the attainment of
corporate objectives.
3.13 Incommunities Performance Management Framework (PMF) is frequently
reviewed to ensure that measures and targets are aligned with the
organisational objectives.
3.14 The Incommunities’ PMF uses a hierarchy of performance measures with
different reporting levels. This ensures we differentiate between operational
(executive led) and strategic (Board led) performance appraisal.
Performance measures are linked to risk and financial management giving a
comprehensive balance of measures to provide corporate assurance
3.15 The Operations Committee receives the customer scrutiny reports into
specific services. These are considered and any follow-up actions agreed
and monitored by the Committee. Customer scrutiny of services involved
trained customer inspectors who are empowered to review the operation of
day to day services and report to the Committee their findings and
recommendations.
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4.0

Achieving Value for Money

4.1

In addressing VFM, Incommunities bases its approach around the 3 Es –
Economy, Efficiency and Effectiveness which are defined in the RSH Code
of Practice as:

Economy: minimising the cost of resources used while having regard to quality



Efficiency: the relationship between the output from goods or services and the
resources to produce them



Effectiveness: the extent to which objectives are achieved and the relationship
between intended and actual impacts

Using this recognised framework, Incommunities is able to review whether
service achieves VFM, and identify areas for specific action where
improvement is necessary.
4.2

Incommunities has achieved a range of VFM successes over a number of
years reducing both overheads and operating costs. The 2015 rent cut
resulted in a growing difference between pre-rent cut forecast revenue and
post-rent cut forecast revenue in the Business Plan resulting in a £12m
forecast shortfall by 2020. The Board sought a rapid response to the new
operating environment and approved a range of measures to reduce
negative cash flows to match the reduction in forecast incomes.

4.3

The cost reductions have been delivered through the Management Savings
plan and monitored through the VFM action plan. The plan was achieved in
full and within agreed timescales whilst maintaining service performance
levels to customers.
The savings were made by: Reducing total staffing costs by 115 FTE staff largely through voluntary
severance. The subsequent restructure resulted in management costs
savings of £2.9m per year, as part of Incommunities’ response to the rent
cut.
 Closing 2 area offices saving circa £250k pa in running costs.
 Introducing the new ‘Planned on Demand’ approach to component
replacements (kitchens, bathrooms, etc.) and reducing budget cost of
capital scheme works by up to £4.9m per year by 2020-21.
 Improving efficiency within the in-house repairs service, Buildingservices,
resulting in a reduction in agency staff and reducing the operating budget
by £2.6m per year by 2020-21.

10

 Closing the ‘Housing Plus’ services in line with reduction in external
funding saving up to £870k in 2018-19.

4.4

The positive impact of VFM action plan can be seen in table 4.1 below.
Operating costs between 2016-17 and 2017-18 have increased by 3.2% A
0.7% increase over inflation but since 2014-15 operating costs have
remained stable, in fact 98% of the 2014-15 figures and the level of
operating surplus has remained strong and improving.

Table 4.1: Group Operating Costs
2016

2017

Final 2018

Accounting methodology

2015
Restated
FRS 102

FRS 102

FRS 102

FRS 102

Turnover

£'000's
97,885

£'000's
103,172

£'000's
98,340

£'000's
98,519

(61,051)
(14,625)
(2,799)
(1,882)

(65,785)
(16,354)
(2,966)
(280)

(58,296)
(17,867)
(2,151)
0

(60,171)
(16,678)
(2,370)
0

17,528

17,787

20,026

19,300

1,395
(16,697)
(17)

1,166
(18,069)
17

1,329
(17,792)
(33)

4,888
(15,983)
(10)

2,209

901

3,530

8,195

0

(937)

(7,100)

(4,500)

0

0

0

0

Actuarial gain / (loss) on
pension

(8,175)

7,643

2,379

(3,138)

Net Surplus for the Year

(5,966)

7,607

(1,191)

557

Total Turnover
Operating Costs
Housing Depreciation
Major Repiars Expenditure
Cost of Sales
Operating Surplus
Gain on disposal FA
Net Interest
Taxation
Surplus for the Year before
Exceptional Items
Housing Impairment Costs
Unrealised Surplus on property
revaluation

4.5

Chart 4.1 maps the operating surplus since 2011-12 which shows a positive
trajectory a 47% increase over 7 years, well above the rate of CPI over the
same period.
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Chart 4.1 Group Operating Surplus since 2012

4.6

The 2018 refinance strategy will reduce the overall cost of borrowing and
create conditions to further invest in new housing stock. This in turn will
reduce the future property management costs which will be reflected in future
cost per unit ratios.

4.7

Using the Global Accounts information published by the regulator it is
possible to demonstrate trends in VFM performance over the previous years
and this is shown in Table 2 below.

Table 4.2 Incommunitiesd & Sadeh Lok Cost Per Unit trends 2015-‘18

This performance is positive given the CPU for both organisations has
actually reduced between 2014-15 to 2017-18.
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4.8

Charts 4.2 and 4.3 compare the change in Headline CPU since 2010-’11 to
today (2014-’15 for Sadeh Lok) against the same figure increased by CPI
over the same period. Both charts suggest the CPU would be significantly
higher than currently achieved if they increased by inflation alone.
 Incommunities Ltd overall savings of £580, per unit or >£12,400k in total
 Sadeh Lok Ltd overall savings of £279 per unit or >£300k in total

Chart 4.2 Headline CPU compared to inflation 2010-’11 to 2017-‘18

Chart 4.3 Headline CPU compared to inflation 2014-’15 to 2017-‘18

4.9

The sector scorecard methodology has been developed by the RSH to
review performance across a key range of metrics and these are set out in
table 4.3 below.

Table 4.3: Regulator of Social Housings VFM Metrics Incommunities Group
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Group

Incomm. Sadeh Lok

Metric 1- Reinvestment %

6.0%

7.0%

1.3%

Metric 2 – New Supply Delivered

0.6%

0.6%

0.0%

Metric 3 – Gearing

65.7%

69.8%

33%

Metric 4 EBITDA-MRI

174%

202%

152%

Metric 5 – Headline Social Housing Cost
Per Unit

£3,087

£3,115

£2,558

Metric 6 – Operating Margin (social housing
lettings)

20.2%

16.9%

46.8%

Metric 7 – Return on Capital Employed

3.9%

4.8%

4.0%
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Economy – the cost of inputs
5.0

Benchmarking

5.1

Benchmarking is used to shed light on the efficiency of services compared to
other registered providers. Benchmarking information is reviewed each year
and used to identify areas of good and weak performance.

5.2

The benchmarks confirm that Incommunities has a smaller rental income
stream per unit compared to similar sized housing associations. This is
attributable to a combination of factors:•

Historically low rent levels

•

High levels of tenancy turnover and void losses

Chart 5.1 below shows how Incommunities turnover per unit is lower than the
comparative group.
Chart 5.1 Turnover Per Unit Comparative Results

This is total turnover and likely to reflect that a significant part of the Group’s
turnover is derived from lettings income (rent plus service charges). None
rental revenue income is a small percentage of total income. In general it is
related to services provided to other organisations. The Group’s approach to
the commercialization / diversification agenda has re-focused on the market
sales of new homes, sales development and volumes of which are yet to
reach the levels anticipated in the BCHT Dev Co commercial strategy.
5.3 Chart 5.2 is focused on rent and service charges per unit which is around the
median level when compared with the comparative group.
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Chart 5.2 Rent plus Service Charges / Unit

5.4

Chart 5.3 below highlights the challenges facing Incommunities arising from
high numbers of terminations and void property losses. Taken with the high
level of bad debts incommunities losses per unit at nearly £250 per unit are
significantly higher than the rest of the comparator group. The average of
both measures is £97.82 excluding Incommunities, however these results
are 2017 Global Accounts and the likelihood is that there will be a significant
improvement reported in the 2018 Global Accounts published in December
following the performance improvement within Incommunities Ltd in 2017-18
shown in Table 7 below.

Chart 5.3 Void Loss & Bad Debts /Unit Comparative Results
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Table 5.1: Voids and Bad Debts Per Unit (Comparative Group)

Gentoo
Bolton
Wakefield
Rochdale BH
Liverpool Mutual
New Charter
Torus (Helena)
Together
Incommunities

Void
Loss Per
Unit
£
40.27
49.93
63.20
80.10
42.19
62.73
70.64
102.80
179.96

Bad Debt
Per Unit
£
9.06
27.74
23.14
16.04
58.56
48.02
56.56
31.56
68.26

Voids &
Bad Debt
Per Unit
£
49.33
77.66
86.34
96.14
100.76
110.75
127.19
134.36
248.21

The spread of results within the comparative group is relatively wide and
could be the result of accounting practices within individual Housing
Associations.
Incommunities relatively high levels of void loss has resulted in the Void
Action plan leading to significant improvements in performance from 4.2% to
3.0% between 2016-17 and 2017-18 financial years (See table 7.3). Bad
Debt performance has also improved as the business prepares for the
challenges of Welfare Reform.
5.5

To compare operating costs and allowing for some individual accounting
treatment, a cash operating cost per unit has been derived from the global
accounts information. This is calculated by taking management costs,
service charge costs, plus property costs (responsive repairs, planned and
cyclical) plus the capitalised repair costs.
Incommunities net operating costs are slightly higher than the group results –
but these are likely to be connected to the cost of maintaining communal
areas (some of which are not recharged to customers through service
charges) and the costs associated with turnover and void periods, which is
significantly above the comparator group.

Chart 5.4 Total Operating Costs per Unit Comparative Results

17

5.6

An adjusted operating costs includes the ‘Other cost’ category. These are
relatively small values in the accounts and mainly positive (i.e. cost outflows)
but have been included for completeness. Gentoo’s figures include a £1.8m
credit reducing the operating cost per unit by £55. Notwithstanding the slight
re-ordering the spread of these cost per unit measures across the
comparative group is relatively close as seen in Chart 5.5 below.

Chart 5.5 Total Operating Costs including ‘Other costs’ per Unit Comparative
Results

Operating Costs with 'Other'
£4,000
£3,500
£3,000
£2,500
£2,000
£1,500
£1,000
£500
£0

5.7

The combination of both reduced income, average costs coupled with high
void and bad debt levels pushes Incommunities operating surplus per unit to
the lowest in the group.
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Chart 5.6 Operating Surplus Per Unit Comparative Results

Operating Surplus per Unit
£2,000
£1,800
£1,600
£1,400
£1,200
£1,000
£800
£600
£400
£200
£-

5.8

The Global Accounts summary produced by the RSH shows Incommunities
Group is in a median position (see Table 5.2 below) in terms of the Headline
Cost per unit. The HCPU is an overall indicator of efficiency as it eliminates
some of the individual accounting practices which can affect comparisons at
a more granular level. The HCPU is operating costs before depreciation plus
capitalised major repairs and can be seen as close to the EBITDA-MRI
(earning before interest, taxation, depreciation and amorisation less major
repairs and impairment) which is generally used by the funders to describe
the cashflows arising from operations.

Table 5.2 Global Accounts Extract (2017) – Comparator Group Incommunities HA

Consolidated
Figures

Closing
social
housing
units
managed
Units

Liverpool Mutual
Torus (Helena)
Together
Gentoo
Incommunities
Wakefield
New Charter
Rochdale BH

15,334
21,589
36,030
33,570
21,566
31,202
19,784
13,096

Headline
Social
Housing
Costs per
Unit
(2016)
£’000
2.64 (3.53)
2.66 (2.92)
2.76 (3.42)
2.87 (3.16)
2.91 (3.35)
3.03 (3.23)
3.07 (2.90)
3.90 (4.14)

Man.
CPU

Service
Charge
CPU

£’000

£’000

0.87
0.95
0.85
1.10
1.05
1.00
0.90
1.21
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0.23
0.12
0.26
0.07
0.15
0.16
0.25
0.34

Maint.
CPU

Major
Repairs
CPU

Other
social
housing
costs
CPU

£’000

£’000

£’000

0.83
0.86
0.80
0.78
1.10
0.57
0.78
0.76

0.69
0.53
0.55
0.86
0.48
1.01
0.82
1.42

0.02
0.20
0.30
0.06
0.13
0.29
0.33
0.17

Bolton

17,846

3.98 (4.07)

1.55

0.22

1.26

0.64

Incommunities performance by 2017 shows an improvement from the two
preceding years £3.16k and £3.35k per unit respectively. This is largely the
result of the outcome of the cost reduction programme following the 2015 1%
rent cut.
5.9

Combining the Maintenance cost per unit to the Major Repairs cost per unit
provides an indication of the total cost of property management without
having to consider what will be slightly different approaches to accounting for
repairs and investment. Table 5.3 below combines the two measures which
are then ranked, this shows Incommunities is the median of the group which
indicates some improvements could be achieved as the cost of void repairs
in particular are reduced as part of the void improvement programme.

Table 5.3 – Major and Routine Repairs Combined – Incommunities Group

Maintenance
CPU

Major
Repairs CPU

Total
Repairs
Per Unit

£’000

£’000

£’001

Consolidated
Together
Torus (Helena)
Liverpool Mutual
Wakefield
Incommunities
New Charter
Gentoo
Bolton
Rochdale BH

0.80
0.86
0.83
0.57
1.10
0.78
0.78
1.26
0.76

0.55
0.53
0.69
1.01
0.48
0.82
0.86
0.64
1.42

1.35
1.39
1.53
1.58
1.58
1.60
1.64
1.90
2.18

The Global Accounts of housing providers can be accessed using this link:

https://www.gov.uk/government/collections/global-accounts-of-housing-providers
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0.32

6.0

6.1

Improving Efficiency
BUSINESS PROCESSES
The work to improve operational performance is continual. Incommunities
strength in developing ICT systems and the range of skills within the ICT
team have created significant opportunities for further efficiencies in the use
of digital technology to improve service performance. The aim of digital
technology is to improve access for digitally enabled customers and promote
mobile and agile working on meeting customer needs which is a key priority
of the Pathway 2025.
PROCUREMENT

6.2

Following a comprehensive and independent review EMT have concluded
that the adoption of a corporate performance framework would further
improve procurement efficiency by streamlining procedures for compliance,
particularly given the potential changes following Brexit. The objective is to
improve the consistency of procedures ensuring group wide procurement
efficiencies can be achieved, Improving assessment of VFM for services and
materials including more price benchmarking of goods and services.
The Procurement review considered a range of areas for management focus
which are now being implemented. The director of Legal and Governance
services will lead the procurement review and manage the procurement
function. The costs of the team will be met from a combination of the
reallocation of positions within the Group for colleagues involved in
procurement activity and from savings generated through greater
procurement efficiency. The project to centralise procurement will is due to
be completed by March 2019.
MANAGING CHANGE

6.3

Incommunities believes that change is a positive driver for good. Achieving
effective changes requires investment in the workforce to ensure that all
employees understand the vision our business how this vision shapes
corporate objectives and how as individuals they each play a part in
achieving these objectives. Incommunities has invested in the training and
development of employees and can site the award winning Apprentice
Scheme and Graduate Employment Mentoring GEM programmes as
examples of the quality of people development and the scale of investmnent
in its people.
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6.4

In 2017 a decision was taken to appoint a new Director of Organisational
Development and Human Resources (OD & HR) to increase our focus on
organisational development. This has come at critical stage of the Group's
development providing the basis for developing teams to meet the new
challenges of addressing Welfare Reform, digitalisation, agile working and
the challenging new homes development targets.
The director of OD & HR is developing an new OD strategy, building on the
success of the Building Blocks of Leadership but moving the work forward to
reflect the challenges of the revised Pathway to 2025. This work is
scheduled to be completed before the end of thew 2018-19 Financial Year.
OUTCOMES FROM EFFICIENCY GAINS

6.5

Incommunities has a track record of achieving operating efficiencies as a
result of management re-strucutre in particular in response to the 2015 rent
cut. This can be seen in the change of the Headline Cost Per Unit of
housing management in Section 5 above. Building Financial Strength has
strengthened Incommunities financial metrics and has enabled the
development of a new Aspirational Business Plan. The aspirational business
plan provides funding for the investment in new homes and reduces the
overall cost of management as a result of addressing the weakest performing
assets – further building financial strength.
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7.0

Effectiveness – Achieving the desired outcomes
ROLE OF STAKEHOLDERS: CUSTOMERS

7.1

The results of independent customer surveys show a positive trend in terms
of customer satisfaction since the first year after transfer from Bradford
Council in 2004, as shown in Table 7.1 below.

Table 7.1 Customer Satisfaction Rates
2018
Sadeh
Lok
Limited

2018
Incomm.
Limited

2016
Sadeh Lok
Limited

2016
Incomm.
Limited

Overall satisfaction

83%

85%

92%

84%

95%

88%

80%

Repairs satisfaction
home

93%

96%

86%

96%

87%

96%

76%

The overall quality of
your home (New
tenants)

87%

81%

83%

83%

86%

96%

82%

The value for money
for your rent

88%

85%

85%

84%

84%

76%

76%

The value for money
for your service charge

Not
Collected

77%

79% (to
May ‘16

70%

78%

62%

62%

Measure
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2015
2015
2014
Sadeh Lok Incomm Incomm
.
.
Limited
Limited Limited

PERFORMANCE MANAGEMENT FRAMEWORK
7.2

In addition to the annual “status” survey a range of satisfaction measures are
collected within the relevant service area as part of the Performance
Management Framework. These include: - satisfaction with repairs and
maintenance, adaptations, complaints handling and responding to ASB
complaints. These are monitored continuously by boards and subject to
more detailed scrutiny from the Operations Committee.

7.3

The Performance Reports show Incommunities and Sadeh Lok has
maintained a high and consistent level of performance across the suite of
measures during a period of increasing efficiency, as shown in Table 7.2 and
7.3.

Table 7.2 Sadeh Lok HA Key Performance Indicators

Sadeh Lok Limited
Key Performance Indicator

2017-18

2016-17

2015-16

2014-15

2013-14

101.5%

103.7%

99.9%

96.6%

95.1%

Rent arrears

6.3%

6.6%

5.6%

5.8 %

7.7%

Void Loss

1.1%

1.2%

0.6%

0.9%

1.4%

Void turnaround (days)

42

25

28

25

38

% properties with CP12

100%

100%

100.0%

99.8%

99.7%

Aggregated customer
satisfaction

92%

92%

95%

88%

88%

Tenancy turnover

8.1%

9.1%

8.4%

10.6%

11.9%

Income collection rate
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Table 7.3 – Incommunities HA Key Performance Indicators

Incommunities Limited
Key Performance Indicator

2017-18

2016-17

2015-16

2014-15

2013-14

Income collection rate

99.7%

98.6%

98.7%

97.7%

98.0%

Rent arrears

5..8%

6.3%

6.3%

6.6%

6.2%

Void Loss

3.0%

4.2%

4.0%

4.3%

4.4%

Void turnaround (days)

62

89

96

88

87

% properties with CP12

99.2%

99.8%

99.8%

99.8%

99.8%

88%

88%

87.5%

87.5%

90.1%

12.3%

13.5%

14.1%

13.9%

16.1%

Aggregated customer
satisfaction
Tenancy turnover

*CP12 is a Landlord’s gas safety certificate
AFFORDABILITY
7.4

The impact of service cost on customers continues to remain a focus of
Incommunities and has raised awareness of the total cost of tenancies (rent
plus service charges) and the need for total tenancy costs to remain
competitive within Incommunities areas of operation. Many of Incommunities
homes are located around the district’s urban hubs and consequently contain
a number of higher density properties which, due to their services are
relatively expensive when compared to the private sector. Incommunities is
developing an affordability strategy based on rent, service charges and
home fuel costs.

7.5

Incommunities disaggregated service charges from rent, a process
completed by 2010. This policy was recommended to Registered Providers
as best practice and meant that greater transparency would enable
customers to make informed choices about the levels of service they
received. Incommunities has pursued a policy of full recovery of service
charge costs.
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7.6

A number of changes in services resulting in reduced service charges have
been achieved through consultation with our customers: The frequency of grass cutting has been reduced saving £200k per
annum on the previous grounds maintenance contract and passed on to
the customer.
 Improvements to the concierge and CCTV service, with savings achieved
in terms of equipment deployed, significant improvement in the coverage
and quality of video recording matched by significant savings through the
consolidation of monitoring services which were passed to the customer.
 Significant improvements in cleaning services observed and recognised
by customer inspectors, with customer satisfaction increasing whilst
service charge costs remain stable.
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8.0

Return on Assets

8.1

By March 2018 the Incommunities Group owned and managed 21,551 units of
housing stock, excluding units managed for other landlords. The number and value
of the housing stock is shown in table 8.1 below.

Table 8.1 Units in Management and Valuation

Units in Management*

2017
Units

2017
Units

2016
Units

2015
Units

Incommunities

20,482

20,466

20,470

20,709

Sadeh Lok

1,069

1,094

1,086

1,089

21,551

21,560

21,556

21,798

£’000

£’000

£’000

£’000

Balance Sheet Valuation
Incommunities

355,925

353,786

361,066

359,950

62,870

63,635

64,238

63,663

418,795

417,421

425,304

423,613

Sadeh Lok

*Excluding stock managed on behalf of others
The total stock in management reflects a combination of right to buy / right to
acquire disposals to tenants. The numbers also show the outcome asset
rationalisation in response to low demand high management cost issues - an
objective from the Asset Management Strategy plus the effect of the new
development programme and S106 acquisitions. Following sale of two large
tower blocks in Keighley in 2016 Incommunities took the decision to demolish
3 Y shaped blocks on Manchester Road Bradford, which was followed by a
further 5 court blocks being identified for demolition in 2017 a total of 417
units. A further 186 units at Crosley Wood, Bingley have been identified for
option appraisal.
Any net reduction in housing stock managed will have implications for the fixed
cost base and could result in cost per unit measures increasing.
ACTIVE ASSET MANAGEMENT
8.2 Our approach to active Asset Management is both strategic and operational.
 Strategic: - the objectives are driven by the “Growing our Business through
Development and Merger” section of the Pathway to 2025. A Ten Year Asset
Management Strategy 2016-2025 has been developed which identifies the
key asset management challenges facing us. The overall objective is to
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optimise the return on assets, to ensure longer term financial sustainability
for the business.


Operational – Incommunities multi-disciplinary Development Group
considers the investment needs of our housing stock using a robust options
appraisal process. This is used to identify priorities and solutions to optimise
returns from individual asset groups and make recommendations to both
Executive Management Team and the Boards.
All new build housing or capital financed housing investment schemes are
subject to detailed project and financial appraisal. Once the outline business
case is approved, the development team use procurement expertise either
through framework agreements, procurement clubs or open tendering to
obtain the most economically advantageous tenders.

8.3

Incommunities’ Asset Management Strategy outlines the future capital
expenditure programme based on the latest stock condition information,
matched to income collection and levels of occupancy. A key element of
active Asset Management is the APE analysis developed in consultation with
Savills and first used in 2014.
Each housing scheme (multi tenanted high rise or low rise blocks, individual
neighbourhood areas etc.) are subject to a specific Net Present Value (NPV)
calculation that identifies its contribution or cost to the Business Plan over a
30 year period. This analysis helps prioritise where future capital investment
will be made and identifies properties that have reached the end of their
useful economic lives. Option Appraisals take account of a range of factors
including: Rent and service charge income streams
 Repair and maintenance cost history
 Future investment needs
 Current and anticipated future customer demand
 Tenancy turnover rates

8.4

The 1% rent cut had significant implication for the Asset Management
Strategy as a number of assets were identified as having a negative Net
Present Value with 1700 being a particular concern.

8.5

As part of the review of the Pathway to 2025 the Board Considered the
advantages of refinancing the business to reduce the cost of borrowing and
replace loan facilities which had a repayment profile starting in the early
2020's. The strategy would enable the Board to continue to invest in new
housing for 15 years beyond the original 2025-26 financial year envisaged in
the Pathway to 2025. This changes the profile of the Business Plan from
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one a debt repayment profile starting in the 2020s (with a total repayment of
all liabilities by 2048) to one will facilitate future investment over a much
longer time horizon. This change is considered more realistic becuase it
assumes that the Group would continue to leverage debt finance for
investment in future housing stock over the longer term. A key part of the
Board's thinking was to address the 1700 weakest performing stock with the
right stock in the right location. The weakest performing assets were
identified from the Asset Performance model – a summary of outputs of
whihc is shown in Figure 8.1 below.
Figure 8.1 ‘Tornado Graph’ of Incommunities Housing Stock Post Rent Cut

GOOD TO INVEST
PROCUREMENT

RECOVERY AND
IMPROVEMENT
PLAN

FOR REVIEW AND
OPTION
APPRAISAL

This resulted in the adoption of the Aspirational Business Plan as part of the
process of developing the plan the future property management costs of all
stock was reviewed and revised in consultants wiht Savills. The outocme
was a significant saving on future management costs £155m capital costs
over the 30 year business plan plus revenue savings in repair and
maintenance.

RETURN ON ASSETS

8.6

Return on assets is a measure of the return on investment compared to the
overall value of the assets owned by business. This is computed by dividing
“Surplus on ordinary activities before interest, tax and gains on the disposal
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of housing properties” in the Statement of Comprehensive Income with “Total
Assets less Current Liabilities” from the Statement of Financial Position. The
return on assets for the Group is shown in table 8.1 below.
Table 8.1 Return on Assets 2010-11 to 2017-18
Incommunities
Ltd

Sadeh
Lok Ltd

%

%

2017-18

4.2

4.0

2016-17

3.0

4.5

2015-16

4.4

4.2

2014-15

5.3

3.0

Return on Assets

8.7

The reduction in the return on assets reflects the fall in revenues as a result
of the rent cut and some restructuring costs. Work to review the financial
performance of the individual asset groups should result, over the medium
term of improvement in this measure. In contrast, the improved
performance of Sadeh Lok reflects improved profitability following the
merger with the Incommunities Group and the success of achieving the
anticipated post-merger savings.
It should be noted that because Incommunities Group is a not for profit
charitable company, the returns generated are always used to reinvest in
housing and service improvements.

MAINTAINING THE ASSETS

Responsive Repairs
8.8

The budgetary changes following the rent cut increased the importance of
searching for continuous improvement in maintenance services. Following
a series of reviews the ACE Asset Management has developed a business
case for dynamic resource scheduling to automatically direct repair
requests to the nearest available trade operative. This will yield significant
operational benefits on completion and pave the way for digital interface
between the repairs function and the customer - part of the wider
digitalisation strategy.
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Programmed Maintenance
8.9

Over the preceding several years Incommunities adopted a 'planned on
demand approach' to component replacements such as kitchens and
bathrooms. Going forward Incommunities will only replace them when they
fail and become unfit-for-purpose, rather than using component life-cycles
to replace kitchens or bathrooms by scheme. This new approach we call
“Planned-on-Demand” enables us to focus our resources to where they are
needed and respond quickly to component failure should it arise.

8.10

„Planned on Demand” has enabled budgets to be reduced as design fees
or preliminary / set up costs associated with traditional programmed works
are not required. Further savings arise because specification documents
and site management is no longer needed. From our first initial analysis of
Planned-on-Demand we have identified that the costs of replacing an
average kitchen have fallen by a third (compared to the cost of replacement
on a traditional programmed works basis) and average end-to-end times for
the works to be completed have reduced considerably.

8.11

In terms of day-to-day repairs our average job cost at £93 per property
compares well with other similar organisations, although further efficiencies
around digitalisation, materials procurement and flexible working hours are
being explored.
BUILDING NEW HOMES

8.12

Our approach to securing value for money efficiencies in our new build
programme have centred on two key themes:
 Direct Procurement


8.13

Off-site manufacture

Direct Procurement is the term we use to denote that we are acting as
developers/contractors in our own right, rather than appointing a principal
contractor who would optimise the sub-contracting of the work. This
approach has been used at Green Lane where we packaged and tendered
all the works ourselves and managed the development on-site of 65 new
family-sized homes for rent and sale, saving over £800,000 on a traditional
Design & Build Contracts.


proof that the Direct Procurement model works, and with another 87
homes at St. Clare’s Avenue and Bolton Woods in Bradford,



established a genuine partnership with the local supply chain
(subcontractors, labour and material suppliers).



realising the opportunity to add value to projects, in terms of innovation,
high quality design and construction techniques (including MMC)
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creating new opportunities for local employment and training, as well as
helping the recruitment and retention of staff in a competitive market

This is an example of how an innovative approach to in-house contracting
can reduce reliance on external contractors, save on build costs, increase
control over the development process and create a successful new
business stream.
8.14

We can demonstrate that at our Green Lane scheme where were using
Direct Procurement that our costs are in the region of £1,280 per square
meter, compared to a regional average of £1,400 per sq meter (source:
HCA Benchmarking info). This resulted in overall savings of circa £750k
over the two phases of the development compared to traditional methods of
new build procurement eg., Design and Build JCT Contract Tendered
solution.

8.15

Incommunities is keen to explore efficiencies and cost certainty offered by
off-site manufactured homes. We are currently using timber-frame
construction for our 28 new family homes at St Clare’s Avenue and will
continue to explore other methods and the latest off-site pre-fabricated
homes product from a range of emerging suppliers as we see ‘off-site’
construction as part of the solution to helps to combat skills shortages in
construction trades and promise much faster rates of development.

8.16

The new build programme enables Incommunities to replace homes which
are of the wrong type in the wrong areas to those which are capable of
meeting todays’ housing needs. At the same time the investment in new
homes consumes significant capital resource outlays before the longer term
beneficial income stream flows into the business. As a result
Incommunities will continue to review its development capacity in the light
of the future rent settlement, post Brexit development costs and planning /
land availability changes.
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9.0

Developing VFM at Incommunities
CRITICAL SUCCESS FACTORS

9.1

In driving forward the VFM agenda at Incommunities, we need to answer a
number of key questions:
• How do we establish our service priorities?

9.2 Service priorities are drawn from the Pathway to 2025. The plan underpins
and cascades into all the departmental operational plans. It was developed by
the Group Board and refreshed in February 2018. Customer priorities have
been identified and developed in consultation with customer groups taking
account of sector issues and a review of critical business factors.
• How do we measure the delivery of objectives?

9.3 Objectives are monitored using the management Change Programme. The
Change Programme captures all the actions determined by strategic
objectives which are allocated to members of EMT and then monitored by the.
Audit and Risk Committee.
The objectives are included in the Executive appraisals and cascaded through
the organisation. The Board oversees the achievement of priorities and
monitor service performance and financial objectives at each Board cycle.
Board Away Days are used to assess achievement of strategic objectives and
the generation of these objectives and oversee financial performance and
financial strategy.
Specific objectives contained in the VFM Action Plan are monitored during the
year in consultation with EMT and are reported at least once a year to the
Group Board; which is in a position to challenge progress, recommend
changes and advise on future direction.
• How do we optimise future return on all our assets?

9.4 Incommunities property assets are reviewed by the Asset Performance model.
This highlights the weakest performing units being those with the lowest Net
Present Value ratings over the 30 year business plan horizon. The weakest
performing assets are subject to detailed option appraisal which is then used
to determine whether the assets will be disposed of or redeveloped.
In 2014-15 work was undertaken that significantly improved the quality of
information used in the analysis of asset performance. This drew on a range of
data sources collected including detailed property repair information, condition
surveys, customer demand levels and allocations information, to form a
comprehensive scheme by scheme analysis of individual asset groups to
performance overall. As business systems continue to evolve the systems
feeding into the asset performance model provide more accurate and timely
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information improving our awareness of asset performance improving
forecasting and modelling.


How do we ensure VFM in the way we purchase goods and services?

9.5 Incommunities follows comprehensive procurement processes for all goods
and services. Although the Asset Management team has considerable
experience in procurement processes, which links back to the years posttransfer when £300m was invested in programme improvements, the
Executive Management Team have concluded that going forward this should
be a corporate resource - led by the Director of Legal and Governance
Services.
This will enable the procurement team to focus on legal compliance and best
practice and enabling the team to generate group wide procurement savings.
Procurement reportiung will be devleoped to include price benchmarking on
the cost of goods and services.


How do we ensure staff and partners are delivering VFM?

9.6 Work continues to embed VFM within the organisation. EMT review the budget
and Business Plans each year and take responsibility for achieving
Economies, Efficiencies and effectiveness across their span of responsibility.
The VFM Champions Group has engaged a larger number of leaders in
developing Self-Assessments for each part of the business
Independent advisory work has highlighted the issue that VFM has still not
been fully embedded within the Group at an operational and front line level
despite the efforts of the VFM Champions. following the advisory report and in
association with feedback from the front line training programme a series of
recommendations have been made to further embedd VFM best practice at an
operational and front line level.
•

How do we demonstrate VFM to our customers?

9.7 We continue to communicate the VFM strategy with our customers through the
Annual Report, the @Home tenant newsletter and through our customer and
scrutiny networks. We use our website to make available our policies and
procedures and through the scrutiny process. We work closely with our
Community Trust Panel (CTP) and the new scrutiny process to gather
customer feedback on service quality and the achievement of service
standards. This helps us assess just how effective our services are.
We present clear information to customers on service charge costs since
disaggregating our service charges from the rent in February 2010. We have a
variable service charge and robust annual reconciliation processes, customers
receive an annual service charge statement and we respond promptly to all
queries raised as a result. This gives transparency to customers who can
clearly see the cost of the services provided.
34

The 2017-18 Annual Report includes a brief summary of the VFM Strategy
and a note to say the Self Assessment is available on the website


How do we ensure that our approach to VFM remains effective?

9.8 VFM has been a developing theme within Incommunities especially as in more
recent years. The 1% rent cut and Welfare Reform has meant that achieving
VFM is ever more important; as reflected in the latest strategic plan. The
adoption of the Self-Assessment and Action Plan ensure there are clear,
tangible and measurable objectives which can be used to demonstrate
success in VFM to Incommunities.


9.9

How do we ensure that our approach to VFM meets the regulatory
requirements?

The Regulator of Social Housing have set out the Registered Providers
requirements in the Value for Money Standard supported by the Value for
Money Code of Practice which can be found on the following link
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachm
ent_data/file/694821/VfM_Standard_April_2018.pdf

Within the code of practice the primary objectives are set out along with
Incommunities response which was approved by the Group Board in August
2018.

Compliance with the more detailed expectations contained in the code of
practice was discussed at the VFM Masterclass held on August 23rd and the
Board Members concluded the requirements of the regulator were being met.
A summary of the key points discussed is in Appendix 3 to this SelfAssessment.
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Concluding Comments
10.1

VFM is playing an increasingly important role within the organisation.
Recent changes in legislation combined with the Regulators emphasis have
enabled Incommunities to review and refine this approach.

10.2

The Chancellor’s July ’15 budget resulted in a significant shortfall in forecast
revenues compared to the pre-rent cut Business Plan. Incommunities
carried out a significant restructure within the business and the outcome is
that the operating margin has been maintained and is set to strengthen
further despite the overall fall in turnover. The Board’s commitment to
builsing financial strength as a means of delivering all the Pathway to 2025
objectives remains, and the drive for VFM is demonstrated through the VFM
Action Plan (Appendix 1).

10.3

Evidence shows that Incommunities has been increasing efficiency over a
number of years. However the impact of the rent cut combined with Welfare
Reform have reduced future income streams and placed Building Financial
Strength as the overriding priority of the Pathway to 2025 Incommunities’
Strategic Plan. This in turn should release more resources for services and
ensure we continue to improve lives Incommunities.
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Appendix 2
Incommunities VFM Strategy

1. The concept of Value for Money (VFM) has been used by Incommunities to
reduce cost and improve efficiency since the time of transfer in 2003. Our
methodology has been evolving from the days of the Audit Commission and Best
Value to more recently our Savings Plan.
2. The most consistent framework for VFM is usually based around the 3Es,
Economy, Efficiency and Effectiveness. We define the 3Es as:

Economy: minimising the cost of resources used while having regard to
quality



Efficiency: the relationship between the output from goods or services and
the resources to produce them



Effectiveness: the extent to which objectives are achieved and the
relationship between intended and actual impacts

3. Using this recognised framework, Incommunities is able to demonstrate that its
services are:
•

•

Economic
o

Price competitive with other potential suppliers.

o

Comparable to other high performing organisations in the sector and
“best in class” outside the sector.

Efficient
o

•

4.

Capable of securing continuous improvement over time with regards to
processes and maximising the return on resources and investment.

Effective
o

Meeting the needs of customers;

o

Provided to the satisfaction of our customers (or exceeding their
expectations).

At Incommunities, achieving VFM is not just about cutting costs. VFM is about
moving towards an optimum balance between economy, efficiency and
effectiveness by getting more quality and quantity for the same or less;
improving services to customers and using efficiency to reinvest in front line
services.
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5.

VFM is at Incommunities is not just a paper exercise; we need to demonstrate
how our increased efficiencies have released resources to either improve
performance or reduce cost.

6.

VFM is at the heart of everything Incommunities does. To ensure this, there
are three key questions we need to consider:
•

How do Incommunities’ costs compare to others, allowing for local
context, performance and policy choices?

•

How is VFM managed, including through partnership and
procurement, and taking a long term view?

•

How do we manage our assets to support delivery of our objectives
and generate the best possible return on investment?

7.

In preparation of our Self-Assessment our objective is to answer these
questions with evidence from our accounts, Performance Management
Framework and from our customers.

8.

Each year we will share our conclusions and subsequent action plans with the
Boards and workforce. We will publish our conclusions in the customers’
@home newsletter and we will discuss our findings with customers at the
customer conference.

Revised: September 2018
-o-o-0-o-o-
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APPENDIX 3

Specific Expectations of the RSH with Incommunities Response

Registered Providers must
Demonstrate

Evidence of Compliance

a. a robust approach to achieving value
for money – this must include a robust
approach to decision making and a
rigorous appraisal of potential options for
improving performance

Board Members identified a number of
detailed option appraisals setting out the
cost benefits of different courses of
action. They cited the use of stress
testing to test the business plan
assumptions and identify areas of
particular concern. This resulted in the
additional savings drive in 2017 – which
strengthened the 2017-18 budget and
business plan.
Board had responded to void and bad
debt performance and this was being
overcome through asset rationalization
and management intervention.

b. regular and appropriate consideration
by the board of potential value for money
gains – this must include full
consideration of costs and benefits of
alternative commercial, organisational
and delivery structures

One objective of the governance review
was to improve efficiency and reduce the
costs associated with a complex
governance structure.
The consolidation of offices and new
procurement strategy are examples of
strategies designed to improve VFM.
Gas Servicing and Grounds
Maintenance Services had been
contracted out but were now undertaken
in-house following a detailed option
appraisal.

c. consideration of value for money
across their whole business and where
they invest in non-social housing activity,
they should consider whether this
generates returns commensurate to the
risk involved and justification where this
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Cost benefit analysis has led to
decisions not to enter into some
contracts – for example some trust care
services, homelessness contract and
allocations offered by the Council.

is not the cased.
d. that they have appropriate targets in
place for measuring performance in
achieving value for money in delivering
their strategic objectives, and that they
regularly monitor and report their
performance against these targets.

The corporate plan has clear
timescales and these are included in
the Chief Executive’s appraisal and
the appraisal objectives of EMT.
Completion of the objectives is
monitored through the Change
Programme reported to Audit & Risk
at each meeting.
Performance dashboards are used to
record performance and Board
Members are consulted about the
information collected and the format
of the dash board.
Performance Management
Information led to Board intervention
on void performance for example.

Registered providers must annually
publish evidence in the statutory
accounts to enable stakeholders to
understand the provider’s:
performance against its own value for
money targets and any metrics set out by
the regulator, and how that performance
compares to peers

This information is included in the
statutory accounts.

measurable plans to address any areas
of underperformance, including clearly
stating any areas where improvements
would not be appropriate and the
rationale for this.

This is achieved with the VFM Action
Plan which is reviewed regularly by
the Audit and Risk Committee
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