VALUE FOR
MONEY
STATEMENT
2017/18
An integral part of our business
We aim to provide quality services that
represent value for money. In order to keep our
customers informed on how we’re doing, we
publish our Value for Money statement on our
website every year.

Realising our potential

The statement provides full details of our
performance, costs, VfM delivered to
date and our future plans. Our website also
contains our VfM strategy 2016-20 which
is a vital component of the delivery of our
new Corporate Strategy 2018-23, “Realising
Our Potential.”

Our Corporate Strategy focuses on realising our potential
as a successful, profitable business which invests in
creating and sustaining vibrant, thriving communities.
Our vision is outlined in our four success factors of
Property, Customer, Community and People which we
will measure alongside our VfM performance.
To make sure we embed VfM we will design a new
approach to assessing potential investment in homes
and services through structured business plans so new
and existing investments are evaluated in line with our
strategic objectives.
For us, VfM means providing quality services at the best
price we can. To do this, we will continue to focus on
three things:
• First, economy – reducing costs and the level
of resources needed.
• Second, efficiency – making the best use of
our assets and resources to produce specified
standards of service.
• Third, effectiveness – ensuring our services
meet our customers’ expectations.

Our journey over the past 6 years is demonstrated by the
achievements below:
• The cash flow that’s vital to our business has
improved, with net arrears from social and affordable
housing falling from 3.9% of total rent payable in
October 2009 to 1.6% in March 2018. In the same
period, our loss of revenue from empty homes has
dropped from 1.5% to 0.55%.
• Customer satisfaction with our overall service (all
rented tenures) achieved best ever performance in
2017/18 of 90.6% (80% in 2009/10). Satisfaction that
rent provides value for money rose by 3.5 percentage
points from 83% to 86.5%.
• In February 2018 our regulator published the outcome
of their In-Depth Assessment (IDA) of our organisation.
This assessment confirmed that our VfM culture and
approach was compliant.
In 2017/18 we delivered a surplus before tax of £35.5m
against a budget of £24.0m, an improvement of £11.5m.
Our budget was approved by our Group Combined
Board and was considered to deliver VfM for the services
we provide.
As a financially secure organisation we run our business
efficiently, using our profits to maintain and improve our
homes and maximise our impact in the communities in
which we operate.

THE NEW VFM STANDARD
In April 2018, the Regulator of Social Housing (RSH)
published their ‘Regulating the Standards’
document. The forward to this document outlines
enhanced VfM requirements and in particular, the
need to demonstrate that:

The new VfM standard sets the expectation that VfM
should be a key strategic objective for providers with a
clear focus on outcomes. The RSH will seek assurance
that Registered Providers have agreed a strategic
approach to achieving VfM in fulfilling their objectives.

• Overall, optimal benefit is derived from resources and
assets in the delivery of their strategic objectives

The new Standard requires Registered Providers to
publish performance evidence in their annual accounts
against their own metrics as well as those defined by the
Regulator, which we included in our 2017/18 financial
accounts. Registered Providers are also expected to
report how that performance compares to peers, which
we will continue to do through our VfM Statement for
customers and in the performance data in the VfM
section of our website.

• Providers undertake rigorous appraisal of options for
improving their VfM performance and have a robust
approach to decision making
• VfM is achieved across all providers’ operations and
that where investment is made in non-social housing
activity, proper consideration is given to whether this
activity generates returns that are proportionate to the
risks involved
• Providers report on a suite of VfM metrics
(these now replace the former requirement to publish
a VfM self-assessment) and that they clearly explain
plans to address areas of under-performance

As the new national VfM metrics have only recently been
set we are unable to benchmark at this time but we will
review performance as part of our 2018-19 assessment.
In the meantime, our Group Combined Board has been
tracking our performance against the national VfM
Metrics alongside our own internal VfM metrics.

Our comparative performance over the last two financial years is outlined in the sections below:

RSH National
VfM Metrics

Description

Reinvestment

Expenditure on new development and works to existing
properties as a percentage of our housing properties at cost

4.83%

5.86%

New supply
delivered - social

Social housing units acquired / developed as % of social
housing owned

2.18%

2.61%

New supply
delivered - non-social

Non-social housing units acquired / developed as % of total
social housing and non-social housing owned at period end

0.04%

0.29%

Gearing

Long and short term borrowing as a % of our housing
properties at cost

58%

52.1%

Interest cover

EBITDA MRI is an approximation of cash generated, and
presenting it as a percentage of interest shows the level of
headroom on meeting interest payments on outstanding debt

222%

219%

Headline social housing cost
per unit

Social housing costs divided by the number of the social
housing units owned and/or managed

£3,307

£3,311

Operating margin (social
housing lettings only)

Measures the amount of surplus generated from turnover on
our social housing activities; indicator of operating efficiency
and business health

44%

39.3%

Operating margin (overall
excl. surplus on disposal of
fixed assets)

Measures the amount of surplus generated from turnover
overall (excluding surplus on disposal of fixed assets)

40%

36.1%

Return on capital investment

Shows how well a provider is using both its capital and debt
to generate a financial return

4.20%

4.20%

March 2017 March 2018

The metrics relating to Re-investment
and Gearing have been revised
since the publication of our audited
financial statements for 2017/18.
In our accounts these metrics were
based on the acquisition cost of our
housing properties but have been
adjusted to refer to the closing net
book value of our housing properties.
The comparatives for 2017 has also
been updated accordingly

OVERVIEW OF YEAR ON
YEAR PERFORMANCE
• Reinvestment in new and existing properties has
increased by 25% in cash terms compared to the prior
year, up to £71m with 93% of these funds spent on
new properties;
• New supply of non-social units has increased notably,
largely due to market sales at Quebec Park where 43
units were sold in the year and 21 units handed over
prior to the reporting date;
• Gearing has fallen by 6% owing to the fact that net
borrowings have fallen from £681m to £641m, with
an increase in borrowings of £70m offset by a £110m
increase in cash balances. Properties held at net book
value have increased by 5% to £1,229m; and
• Operating margins from social housing lettings and
in total (excluding disposals of fixed assets) have
both reduced from 44% to 39% and 40% to 36%
respectively. Operating costs within the business have
increased (for the investment reasons described later
in this document) and supressed margins. Whilst the
introduction of market sales in the year have made
positive contributions (£2.5m), they have done so at
a lower margin. Surpluses from social lettings (83%)
and other social activities (53%) compare to 16% on
market sale units.

During 2017/18 Radian’s Group Combined Board
tracked 10 internal VfM metrics alongside the national
metrics. Despite a period of significant change and
increased revenue pressures, internal VfM metrics
performed well with strong financial and people
performance, development completions exceeding
target, and improving overall customer satisfaction.

Internal VfM Metrics

March
2017

March
2018

2017/18
Target

Overall number of homes
owned and/or in management

20,744

21,401

21,187

Number of Radian Build
homes completed (cumulative)

29

41

42

Overall customer satisfaction
(combined tenants & Owners)

85.5%

87.2%

84.9%

Operating Surplus per FTE

£76.0k

£87.0k

£74.6K

2.0

1.6

1.6

Surplus on Ordinary Activities
before tax

£34.7m

£35.5m

£24.0m

Annualised Income Collection

100.3%

100.2%

100.0%

Rent loss due to void (General
Needs & HfOP only)

0.65%

0.57%

0.50%

% dwellings with current gas
safety certificate

100%

100%

100%

All Tenure Net Current Arrears

1.5%

1.6%

2.5%

Lettings interest cover

Of the 19,577 housing properties (2017: 19,034) the
Group owns and manages, 74% (2017: 75%) are general
needs accommodation predominantly for families or the
elderly. The remaining units are primarily spread over
supported and other social housing, affordable home
ownership, and market rent units. In addition to these
properties, we own 1,168 leasehold and market sale
properties, and manage 656 properties for others.
Our Strategic Plan focuses on 4 key success factors, one
of which is property. To be successful we will develop
quality homes across a variety of tenures, researching
and developing contemporary products to meet demand.
We will actively manage our stock for investment and
regulatory purposes and increase the number of homes
we own and/or manage.
Radian continues to promote an agenda of growth to
provide more homes and opportunities to meet housing
needs in our local communities.

As part of this commitment, we continue to promote
sustainable and well-designed homes and communities.
We have maintained a strong focus on income
collection and continue to charge more eligible service
costs and collect an increasing proportion.
We have taken a prudent approach to the long-term
forecast of arrears collection and the knock-on
effects on both bad debt write off and void loss. In our
long-term plan, bad debt write off costs are budgeted
prudently at 2.00%.
The previous 3 financial years have seen bad debt write
off of between 0.25%- 0.38% per annum. Void loss is
budgeted prudently at 3%. At the end of March 2018
void loss for all our assets was 0.61%.
The RSH’s latest available figures from the Global
Accounts show that in 2016/17 median void loss across
the sector stood at 1.37%.

BENCHMARKING OUR PERFORMANCE
We compare the cost and quality of our services
with other housing providers through the HouseMark
organisation. HouseMark doesn’t only compare
cost; it also compares how satisfied customers are.
For 2017/18 we will compare our services against those
of organisations with over 7,500 homes in London, the
south east and south west, which includes: A2 Dominion,
Amicus Horizon (Optivo), Aster Group, Catalyst, Curo,
DCH Group, GreenSquare Group, Hanover Housing
Association, The Hyde Group, Magna Housing, MHS
Homes, Network Homes, Notting Hill Housing Group,
One Housing Group, Paradigm Housing Group, Peabody
Group, Plymouth Community Homes, Southern Housing
Group, Town and Country Housing Group, and Yarlington
Housing Group.
At the time of publication (October 2018), only ourselves,
GreenSquare Group, Magna Housing and Network
Homes had submitted detailed cost and performance
data, so we have not yet completed our benchmarking
exercise for 2017-18.

We will publish a league table comparing ourselves with
our peer group by 31st January 2019 once all other
Registered Providers in our peer group have submitted
their data. We monitor the total cost per property of our
housing-management, estate, major-works and dayto-day repairs services (salaries, overheads, contractor
payments etc.) as well as the cost of central overheads
per employee (e.g. personnel and IT).
We also monitor the direct cost of housing
management (e.g. salaries and other employee costs).
Tracking the total cost per property provides a more
meaningful comparison against organisations with
different management structures.
Our VfM target is to work towards the top (bestperforming) quarter for both the cost of management
and quality of service in our HouseMark peer group.

A summary of our housing management cost and quality since 2009/10 is as follows:

Year

Total cost of
housing management
per property

HouseMark
position

Satisfaction with
overall landlord
service*

HouseMark
position

2009/10

£591.04

29/31

80%

15/31

Developed new housing management
and resident engagement approach

2010/11

£483.81

14/32

86%

7/32

Launch of new housing
management approach

2011/12

£376.44

1/32

86%

5/32

VfM 2011-13 strategy achieved
£4.61m dividend

2012/13

£421.35

8/31

87%

7/20

Investment in Welfare Reform
preparation

2013/14

£427.33

5/31

87%

5/19

Launch of 2013-16 VfM Strategy

2014/15

£439.68

5/31

87%

5/31

2015/16

£475.66

8/26

87%

5/26

2016/17

£471.88

9/23

88%

5/17

2017/18

£557.66

TBC

91%

TBC

Key markers

Launch of 2016-20 VfM Strategy

Launch of national and internal
VfM metrics

*Independent survey, which is highly accurate (2017/18 +/- 1.2% at 95% confidence level) including
general needs and housing for older people’s tenures.

Our costs have increased when compared with last year by £85.78 per property. Staff related costs are £2.1m
higher than 2016/17 mainly due to £0.9m of additional costs in relation to our ongoing defined benefit pension
arrangements and £0.6m due to the 2017/18 pay award.
A detailed breakdown of our costs over the last 3 financial years is below. We will update this with a comparison
against our peer group in January 2019.

Service costs for our social & affordable
rented homes

How we did in
2017/18 (£)

How we did in
2016/17 (£)

How we did in
2015/16 (£)

Total housing management costs

557.66

471.81

475.66

Direct housing management costs including:

327.94

300.17

310.86

• Tenancy management

104.08

97.06

92.18

• Lettings

57.60

37.03

38.85

• Resident involvement

28.69

29.07

33.79

• Anti-social behaviour

40.16

50.50

58.04

• Rent advice/collection

97.40

86.52

87.98

203.56

162.19

158.83

1,139.09

1,339.42

1,143.56

902.37

812.13

866.75

Central costs per direct employee

10,259.98

7,986.45

6,734.64

Overheads attributed to Housing Management

14,896,502

12,506,414

15,632,257

9.05%

9.41%

10.68%

Estate Services Total cost per property
Major works & cyclical maintenance
Responsive repairs & empty homes (voids)

Adjusted turnover overheads cost (%)

During 2017/18 we spent more on rent advice and
collection to make sure that we maintain our high
level of income collection and low levels of rent arrears
in the face of welfare reform.
In terms of our total income from all rent and charges,
at the end of March 2018 our ‘all income and charges’
annualised collection performance was 100.2% (99.4%
in 2014/15, 100.5% in 2015/16 and 100.3% in 2016/17).
All net current tenant arrears were 1.6% the end of March
2018 (1.8% in 2014/15, 1.8% in 2015/16 and 1.5% in
2016/17).
In July 2017 we centralised our Allocations team to
provide a better service to our customers. This incurred
additional costs as we invested in a new team
and a digital solution to manage the lettings process
more efficiently.
Our Operational Key Performance Targets are set to drive
improvements within our services. Where possible, we
use HouseMark to compare our performance against
peers to make sure that we continue to provide quality
services with performance that puts us at the top of our
peer group.
Full details of our 2017-18 performance is contained in
our Annual Report to customers which can be found on
our website.

BUDGET 2018/19
Our Budget for the year ending March 2019 targets a
surplus before tax of £25.1m, an increase of £1.1m on
the previous year’s budget. This increase in surplus will
be supported by the addition of c. 450 new social units
and c. 130 non-social units which will be retained in the
business and generate rents, taking our gross annual
rental income to £116.4m. We also expect to generate
a surplus of £15.4m from the sale of housing properties,
including £10.3m from first tranche and staircasing
transactions on new and existing properties and £1.8m
from properties built for market sale.
We continue to provide our tenants with the full range
of housing management and repair and maintenance
services, whilst investing in our Digital Transformation
programme to enhance our working practices internally
and when dealing with external stakeholders.
Our increased income also enables us to meet the cost
of additional external financing which ultimately enables
us to the deliver the new units planned in our Budget; in
2018/19 we expect to invest £120m in delivering new
homes. Our budgeted cash reserves of £175m at March
2019 demonstrate our ability to continue our ambitious
development programme in the years to come.
As of October 2018, we are well on course to meet our
Budgeted targets for 2018/19.

OUR FUTURE PLANS
We have developed bold, brave and ambitious plans
for our future. Our five-year corporate Strategy 20182023 focuses on developing and empowering thriving
communities that improve our residents’ prosperity and
wellbeing over the long term. Our mission will continue to
be about offering a variety of rental and home ownership
products and services to meet customer, community, and
housing need. This will build on the work that we have
carried out successfully in recent years, helping to tackle
the ongoing housing crisis whilst continuing to develop
healthy communities that give our customers the ability to
maintain their independence.
We have re-structured our core functions to deliver
a more joined up service to our customers. We are
reviewing and streamlining our team structures to
reduce hierarchy and as part of this we are simplifying
our processes and data capture to make quicker, more
informed decisions and empower our teams to deliver our
ambitious mission.

In our 2016/17 statement we talked about our digital
transformation plans. We are working to become more
efficient, profitable and responsive to our customers and
have started a programme digital service investment. In
developing our corporate strategy, we agreed to invest
£4.9 million in the period April 2018 – March 2020 into
our Future Thinking Now programme to transform the
way we work and significantly improve the services we
provide to our customers.
The programme will deliver a step-change increase in
customers’ ability to self-serve, reducing demand into
the organisation and reducing our cost per contact. It
will also enable mobile working so that front line staff
can carry out all actions when out and about to reduce
unnecessary travel and add significant productivity.
It will also streamline and simplify processes to automate
wherever possible removing duplication and increasing
efficiency. At the end of the programme the aim
is to make a saving of £1.25m per full year from our
operating costs.

Transformation of our technology and a new approach
to innovation underpin our strategy and will help
us achieve our strategic objectives. Committed to
digitally transforming our business we have set ourselves
five key objectives.
• Optimise our processes to enable digital solutions.
Increasing automation and self-service will lead to
greater efficiency.
• Invest in updating our technical architecture to ensure
a modern approach to services, systems and skills
including migration to the Cloud.
• Introduce a culture of innovation bringing both IT and
the business together to continuously evolve.
• Continue to invest in developing our CRM system to
deliver a single view of the customer.
• Embed a customer first culture focusing on
understanding customers’ needs and delivering
services using methods they prefer therefore providing
a great customer experience.
We will update customers on our progress through RMag
and in our 2018/19 VfM statement.

