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Value for Money Board Report 2019-20
Introduction
The Regulator of Social Housing requires all private registered providers of social housing to comply with their Value for Money Standard and supporting Code of Practice, which came into effect on 1 April 2018.

Alongside the Standard and Code, the Regulator has produced value for money metrics that providers are expected to report against. 

The Standard requires providers to publish performance evidence in their annual accounts against their own metrics and those defined by the Regulator, and report how that performance compares to peers. 
In addition to meeting the requirements of the new standard, the Board of Fairoak has decided to continue to publish an annual Value for Money report aimed at providing customers and stakeholders with details of how we continue to achieve value for money when delivering our objectives and services.
The mission of Fairoak is to provide safe, accessible, and supportive accommodation that meets the needs and desires of each of our customers allowing them to lead as independent and fulfilling lives as possible. Our vision is that all our customers will regard Fairoak as their first choice provider of supported housing. 

In order to achieve our mission and vision, we must ensure that value for money is achieved so that our limited resources can be maximised, quality is maintained, and we deliver services in the most cost-effective way to provide maximum benefit to our customers. 
For us this means: 
· Maximising resources to enable us to continue to develop high quality supported housing which meets the needs of adults with a learning disability and/or other disability
· Targeting resources on priorities that have been identified by customers and         stakeholders

· Promoting and embedding a culture of value for money both at a strategic and operational level

· Monitoring value for money effectively and benchmarking performance against other similar providers

· Providing excellent services that meet customers’ aspirations and needs, whilst ensuring that we actively engage with our customers and endeavour to improve customer satisfaction in all areas of our operations.
Economy, Efficiency and Effectiveness
One of the key elements of the regulatory requirement is that Fairoak ensures that optimal benefit is derived from our resources and assets and we optimise economy, efficiency and effectiveness in the delivery of our strategic objectives.

Return on assets is a way of working out what we get back in return for what we invest into the Association’s assets, the main ones being the homes that our tenants live in.  The easiest way to explain the return on assets is to show how much net income those assets are generating for Fairoak compared to what we have spent on them. Each year we undertake a thorough review of all of our assets which enables us to have a clear understanding of returns and costs and therefore of the financial value and performance of our assets to allow us to make strategic decisions about their future in terms of:
· New investment
· Retention or disposal
· Type of housing offered to meet customer needs and aspirations now and, in the future,
· Range of activity undertaken
An important aspect of the Value for Money Standard is to benchmark our performance against other registered providers of housing. To enable comparison, return on assets has been calculated by dividing our surplus before financing costs by the net book value of our properties. On this basis, as at March 2020, Fairoak’s return on its assets was 11.4% and this is higher than the sector average of 4.4% (Regulator of Social Housing Global Accounts of private registered providers). 
Overall Fairoak’s assets are performing better than the sector average and comfortably above our own average cost of capital which is 4.0%. (Cost of capital calculated as the total annual interest paid on each loan divided by total loans outstanding). The operating surplus for the year to March 2020 is projected to be £255,393 which is an increase on £253,460 for the previous year. This year we have transferred £47,745 to the sinking fund for future planned maintenance.
As Fairoak is a ‘Cooperative and Community Benefit Society’ with charitable status, the returns we generate are used to improve and maintain our assets, ensure continued viability, develop new housing, and make service improvements to help us achieve our objectives. Fairoak seeks to achieve efficiency savings wherever possible which are used to ensure:

· Continued viability - by improving our financial position against the challenges of rising interest costs and the effects of welfare reforms. As part of our commitment to strong financial planning and management, Fairoak has developed a 5 year financial model which allows us to look at how rising interest rates would affect our current loan portfolio and more importantly help determine the pace of development we can sustain over the coming years. In the last three years, the Association’s financial position has improved considerably and our model demonstrates that we could withstand interest rate rises to 9%, coupled with inflation rates rising to 8% and void increases up to 5% before our existing services would be impacted. In 2014, Fairoak commissioned a comprehensive planned maintenance survey of all our owned and managed stock. This has enabled us to better prioritise and budget for improvements to our housing stock and to ensure our data remains accurate, we are planning to carry out new planned maintenance surveys in 2020/21. 
· Excellent customer service - by improving and developing services to increase tenant satisfaction and continue to monitor and improve customer satisfaction through specific service improvement plans. Our 2019 customer satisfaction survey found that 100% of our tenants are now satisfied with the repairs service that we provide which is an 20% improvement on 2014. Furthermore, this compares very favourable to the sector average of 85% (SPBM 2019 Annual Report for Smaller Supported Housing Providers)
· Development of new affordable supported housing - by increasing our capacity to deliver new housing opportunities to meet the needs of our customer group. Over the past four years we have significantly increased our cash reserves which has enabled us to invest in two new leasehold projects that delivered 7 new supported living units in the past year with ambitions to deliver a further 11 units in the coming year
A further key element of the regulatory requirement is that Fairoak evidence value for money gains and demonstrates how these have and will be realised over time.
Key value for money achievements in 2019/20 include:

· We have continued to maximise income collection and, disregarding technical arrears which are due to Housing Benefit payment cycles, current tenant rent arrears are 0.00%, compared to the sector average of 3.30% (Supported Housing Average- SPBM 2019 Annual Report for Smaller Housing Providers) and void losses remain low at 0.09%
· We budget for annual inflationary increases across all our service contracts but negotiated with our suppliers to keep costs at the 2018/19 rate for window cleaning, Alertacall, legionella monitoring, asbestos monitoring, fire alarm and fire extinguishing servicing
· We negotiated a new cleaning contract for our communal areas and office cleaning which has resulted in a cost saving of £1421.40 a year
· We have continued to receive interest on our current account, thus avoiding the need to transfer our bank account and incur lengthy notice periods to access our cash. This has resulted in £3467 interest received in 2019/20 on our current account balance
· We negotiated a reduction in the fee for our Audit and Account services which will result in a cost saving of £1100 over two years

· In consultation with our tenants, we have removed inefficient radiators in our communal areas, which not only supports the Green Agenda but reduces energy costs for those tenants
· In 2016/17, we launched Friends of Fairoak which aims to recruit volunteers and to fund opportunities and activities for our tenants to combat issues of social isolation and loneliness. To date, we have raised £26,997, set up a gardening group, developed a partnership with the Brewery Arts Centre to deliver regular dance and art workshops, set up a Health and Wellbeing Group, taken 42 tenants on three weekend activity breaks, had trips to the theatre and bowling and held regular seasonal parties and social events

Value for Money Metrics and Performance Indicators
A further key element of the regulatory requirement in relation to value for money is that Fairoak understands and sets out the costs of delivering our services against our own value for money targets and the metrics set out by the regulator, and how these compare to others in the sector.

Our key performance indicators and how we compare to other registered providers are detailed in the table below. Wherever possible we have benchmarked our performance against figures in the SPBM 2019 Annual Report. This is a benchmarking network of 140 small registered providers many of whom provide supported housing.
	KPI
	19/20 Fairoak
	18/19 Fairoak
	17/18 Fairoak
	Sector Average

	Operating costs per unit
	£4311

	£3483


	£3408


	£4,438 (SPBM 2019 Annual Report for Smaller Housing Providers)

	Responsive & Planned maintenance cost per unit
	£1001.77
	£658.33
	£954
	£1552 (SPBM 2019 Annual Report for Smaller Housing Providers)

	Average re-let time in days
	6 vacancies in the year in independent living flats with average re-let time of 4.7 days


	3 vacancies in the year in independent living flats with average re-let time of 4.7 days

3 vacancies in the year in supported living properties where reliant on CCC for nominations with average re-let time of 205 days
	0

(Only one re-let in the year with no void period) 
	20.8 (SPBM 2019 Annual Report for Smaller Supported Housing Providers)

	Void loss
	0.09%

(This is disregarding the empty shared ownership flat which was not available for letting)


	1.4%


	1%

(Two voids which have carried over to the new financial year)
	3.49% (SPBM 2019 Annual Report for Smaller Supported Housing Providers)

	Bad debts
	0.33%
	0.00%
	0.00%
	0.8% (RSH 2019 statutory accounts)

	Effective Interest rate
	4.0%


	4.2%


	3.6%


	4.3 % (RSH 2019 statutory accounts)


	Social Housing Regulator Value for Money Metrics
	19/20 Fairoak
	Sector Average sourced from HouseMark Sector Scorecard Submissions 2019
	SPBM 2019 Annual Report for Smaller Supported Housing Providers

	Metric 1- Reinvestment %
	1%
	6.97%
	2.65%

	Metric 2A- New supply delivered (Social Housing Units)
	3%
	1.16%
	0

	Metric 2B- New supply delivered (Non-social Housing units)
	N/A
	N/A
	N/A

	Metric 3- Gearing %
	24%
	39%
	16.94%

	Metric 4- EBITDA MRI Interest Cover %
	460%
	194%
	245%

	Metric 5- Headline social housing cost per unit
	£4311
	£3509
	£4438

	Metric 6A- Operating Margin (social housing lettings only)
	30%
	29.22%
	23.27%

	Metric 6B- Operating Margin (Overall)
	N/A
	27.2%
	22.07%

	Metric 7- Return on capital employed
	5%
	3.6%
	2.81%


Fairoak continues to perform well against these key performance indicators. Our percentage reinvestment in existing and new stock is lower this year as although we continued our planned maintenance programme, our new projects were leasehold and did not require any capital investment. Void loss and bad debts remain low.  Operating costs per unit were higher this year as the guidance now requires planned maintenance expenditure to be included. However, we remain below the smaller supported housing providers sector average and average re-let times remain low where we are not reliant on the Local Authority for referrals. The cost of our borrowing remains competitive and lower than the sector average.

Our gearing ratio demonstrates that we continue to be effective in delivering new schemes in a way that demonstrates good value for money allowing headroom to continue our development strategy. Our performance against Metric 4 shows that we would have a good deal of resilience against rising interest rates/costs of borrowing. However, as a small specialist provider our intention would be to operate with a slightly lower gearing and stronger interest cover than the larger general needs providers we may be compared against.

Areas for Improvement
Fairoak will meet our strategic objectives and continue to deliver value for money across all areas of our operations by: 

· Regularly reviewing our 5 year financial model which enables us to stress test existing operational activities and new opportunities across a range of scenarios and factors

· Negotiate with our lender to reduce rates of borrowing on new and existing loans
· Recording any savings made on the value for money register to document efficiency savings and encourage a value for money ethos across the whole organisation

· Reducing operating costs as a percentage of turnover, wherever possible, and increasing reserves to enable reinvestment into existing stock and deliver new developments that meet the needs of vulnerable adults with a learning disability and/or other disability
· Carrying out planned and cyclical maintenance across our housing stock in accordance with our planned maintenance surveys to ensure that our properties are maintained to a high standard with a specific focus on improving energy efficiency and reducing fuel poverty. Our intention is to carry out further planned maintenance surveys later this year to ensure that our stock condition data remains up to date
· Regularly reviewing our Asset Register which enables us to have a clear understanding of the returns and costs of each of our properties and which informs our Asset Management Strategy
· Continue to benchmark our performance against other small specialist providers
· Actively seek other sources of capital funding including private sector grants and continue our fund-raising activities to provide opportunities and activities which directly benefit our tenants, but which are outside of our normal core business objectives. 
· Develop high quality, innovative and sustainable properties which meet the needs of identified customers, are flexible to the potential needs of new customers and embrace the goals of the Green Agenda, specifically around clean energy provision and high energy efficiency standards

· Actively pursue digital technology solutions where these will make our customers lives easier, safer and help promote their independence. We are currently in discussion with Alertacall to trial their Envirosense sensor in our independent living flats. This sensor monitors humidity and temperature and identifies issues which may have an impact on the condition of our properties whilst also alerting us to anyone who may be heating their home excessively or be experiencing fuel poverty
· Measure the additional services that we provide to our tenants in terms of Social Return on Investment (SROI) to allow us to demonstrate to Commissioners the value of these preventative services both in terms of social and economic benefits
Conclusion
The Board considers that Fairoak is compliant with the regulatory standard for value for money. The Organisation has a performance management strategy in place which provides a framework for setting and delivering business plan objectives in conjunction with value for money outcomes. During the year specific outcomes have been achieved and areas of improvement have been agreed for future action.
The Board recognises the importance of achieving value for money to improve our service delivery in a cost effective and efficient way. The Association will continue to work to meet our targets and deliver the business plan objectives whilst striving to make savings and eliminate waste wherever possible. The Board look forward to reporting progress to our customers and stakeholders in the next year.
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