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Value for Money (VFM) 

Introduction 

Our 3-year Corporate Plan (2018-21), ‘Owning our Future’ has Providing Value as one of four goals and contains the 
following SMART value for money success measures over the life of the plan; 

 Absorb inflationary rises over the life of the plan and reduce our Management Cost per Unit. 

 Consistently achieve an Operating Margin for Social housing Lettings of at least 33.3% 

These targets are based in the context that we operate primarily across the second largest geographic and most 
sparsely populated District in England.  As a consequence of this and our organisational size we are unlikely to be the 
lowest on comparisons of management cost per unit, however we will be able to evidence that our headline costs are 
truly providing value. 

During the financial year our Board reviewed its 3-year Value for Money (VFM) Strategy to ensure the Association 
remained focussed on delivering its strategic objectives and in parallel meet the Regulator for Social Housing’s (RSH) 
VFM Standard introduced in April 2018.  Our VFM Strategy supports our core mission, “to be a good trusted social 
landlord and employer with a strong sense of place” and we aim to maximise the use of our assets and resources to 
invest in our people and our communities to deliver this.  

The specific VFM goals and strategic objectives, from our Corporate Plan, ‘Owning our Future’ are as follows; 

Goal – Good Social Landlord 

a) Building and investing in the right homes in the right places, to protect value in our assets and evidence 
understanding of real demand 

b) Increasing our digital self-service offer, making it easier for customers 

Goal – Providing Value 

a) Reduce our cost base to strengthen long-term viability 
b) Explore and develop partnerships to innovate and increase capacity 

Goal – Trusted Employer 

a) Foster teamwork and commitment - so our 'one team' delivers more than the sum of its parts 

In simple terms we aim to make the best use of every pound we spend to; 

 Deliver more new affordable rented homes 

 Invest in our existing housing stock 

 Provide better services for our tenants 
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Performance Metrics 

Our Board monitors performance against the key metrics directed by the Regulatory Standard on a quarterly basis and 
recognises these as a consistent base from which to build an indicative financial view of the organisation and those that 
we compare ourselves against. 

In addition to the mandatory metrics taken from the Standard our Board also monitors a small number of bespoke metrics 
to form part of its performance oversight.  It intends to implement a new capital and planned maintenance works metric 
from April 2019, recognising the increased proportionate investment we will be making in our existing stock in the next 
few years as components renewed at Transfer from the Council come round for renewal some 20 years on.  The 
following table demonstrates how we have performed on theses metrics during 2018/19 against internal targets with 
comparison against prior year results, our peers and the sector median. 

  

2019/20 2018/19 2018/19 2017/18 2017/18 2017/18 

EHA 
Target 

EHA 
Actual 

EHA 
Target 

EHA 
Actual 

RSH 
Median 

*Peer 
Group 
Median 

RSH Metrics            

Metric 1 - Reinvestment % 4.97% 3.6% 6.9% 5.3% 6.0% 5.0% 

Metric 2a - New Supply SH % 0.98% 0.8% 0.6% 1.0% 1.2% 0.6% 

Metric 2b - New Supply NSH % nil nil nil nil nil 0.1% 

Metric 2a - New Supply SH - units 18 14 11 19 84 17 

Metric 2b - New Supply NSH - units nil nil nil nil nil 3 

Metric 3 - Gearing 58% 56.7% 62.3% 61.9% 42.9% 33.4% 

Metric 4 - EBITDA MRI 148% 196% 134% 191% 206% 248% 

Metric 5 - Headline Social Housing 
Cost Per Unit 

£3,324 £2,673 £3,294 £2,638 £3,360 £4,236 

Metric 6a - OP Margin (SHL) 31.2% 37.8% 29.6% 38.9% 32.1% 32.6% 

Metric 6b - OP Margin (Total) 31.5% 36.7% 29.3% 35.8% 28.9% 25.3% 

Metric 7 - ROCE 4.6% 5.4% 4.1% 6.2% 4.1% 3.4% 

             

EHA Metrics            

Metric 8 - Management Cost per 
Unit 

£1,169 £991 £1,119 £988 974 £1,298 

Metric 9 - % of Rent Debit Collected 100.0% 102.2% 98.0% 97.5% n/a n/a 

Metric 10 - % of Void Rent Loss 1.28% 1.51% 1.20% 1.27% n/a n/a 

Metric 11 - % of tenants would 
recommend EHA to family and 
friends 

90% 97.2% 90.0% 
Introduced 
from April 

2018 
n/a n/a 

Metric 12 - Bad Debt Indicator £230,000 £221,593 £220,000 £220,243 n/a n/a 

*In 2014/15 we selected a group of organisations to use as our benchmarking peer group (i.e. Axiom HA Ltd, Impact 
HA Ltd, Pierhead HA Ltd and South Lakes Housing).  They were chosen because of their similar size and/or primary 
location and are the reference group we use for our Annual Report.  Retaining this reference group allows consistency 
over time, however the value is likely reducing over time due to changing circumstances such as mergers involving 
some of the of the reference group. 

Our metrics demonstrate that in the main, improvement is being delivered.  Generally we compare well with the sector 
and against our peers, however the proportion of debt being carried relative to our size means we are more highly 
geared than the sector generally.  This is something the Board is aware of and was a crucial part of its decision not to 
take out further debt at the end of the year, given the context of the uncertainty around Brexit too in relation to interest 
rates.  The association reached peak debt at the end of March 2019 and is now agreeing the lockdown of a repayment 
profile with our main funder, Barclays Bank PLC.  
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Metric 1 – Reinvestment %:  Capital spend, both development and major project works, were below our target for the 
year.  Both major project spend and development spend significantly below budget.  These underspends resulted 
primarily from delays in planned heating works caused by our lack of success in finding suitably qualified solid fuel 
contractors that could provide the volume of installations required in the year and the delay to the new development in 
Penrith caused by ground works. These items are not savings but rather delayed spend that will carry forward into 
spend during 2019/20 and included in our target. 

Our reinvestment percentage is forecast to reduce by a percentage point over the next few years, despite our plan to 
deliver a further 52 new units over the following 5 years, in addition to the 18 units to be delivered during 2019/20. 

Forecast investment in our existing stock aligns with the profile of our up-to-date stock condition records.  From 2020/21 
it is intended to produce and implement 3 year programmes of work rather than annual programmes and seek to 
achieve cost savings in doing so. 

No none-social housing (NSH) supply was undertaken last year and there are no plans to do so. 

Metric 2 – New Supply of Social Housing (SH):  Fourteen properties have been delivered in the year.  Seven new 
family homes in Threlkeld, within the Lake District National Park planning authority and seven in our main market town 
of Penrith, three of which were much needed bungalows developed to adjoin one of our sheltered housing schemes, by 
demolishing a block of old garages.  70 new units of affordable rented accommodation are planned to be delivered over 
the next 6 years. 

Metric 3 – Gearing:  The Association drew down its full loan facility at the end of the year, but due to the delay in 
capital spend referred to earlier and reduced expenses, cash holding was more than anticipated.  The resultant net debt 
lower than targeted.  Thus gearing at the end of the year is lower than planned. We recognise we are an outlier on this 
metric as a factor of our size and historic Transfer Debt model. However, we are focussed on improving this to unlock 
financial capacity.  Our current debt at c£46m is forecast to reduce to £38.5m in year 6 of our financial business plan, 
which will result in an improved gearing indicator of 49%. 

Metric 4 – Earnings Before Interest, Tax and Depreciation Amortization – Major Repairs Included (EBITDA MRI):  
The Association has achieved a good surplus for the year, £1.3m above the level budgeted.  This has mainly been 
achieved with savings on expenditure, particularly maintenance costs, through procurement of a new responsive and 
voids contract part way through the year.  Reduced expenditure, both capital and revenue costs, has meant that net 
debt is below planned levels and hence interest costs are also lower than planned.  These factors have combined to 
have a positive impact on EBITDA MRI, increasing the final cover achieved.   

Historically our loan covenants have not been set on this metric but we are aware that funders and other stakeholders 
focus on this measure.  Our forecasts of this indicator reach 200% + on a consistent basis from year 4 onwards in our 
financial business plan. 

Metric 5 – Headline Social Housing Cost Per Unit:  EHA’s total expenditure for the full year was £819k under budget 
(excluding Independent Living service costs, which was transferred from our business in June 2018).  This has resulted 
in a cost per unit of £2,658, considerably within the full year target of £3,294.  Lower expenditure was achieved in most 
categories, particularly direct employee costs and planned maintenance (a mixture of savings and underspends), 
pulling costs down below the level targeted. 

The last 2 years results on this indicator are not representative of our forecast profile.  Maintenance underspends due 
to ‘lag’ from our major organisation review in 2017/18 combining with difficulties procuring volumes of work (see 
commentary on metric 1) have contributed to better than forecast results. 

Underlying this, genuine savings have been achieved for example in employing less agency / cover staff and not filling 
posts and absorbing work. 

We expect and have planned for more investment in compliance costs arising from anticipated fire and other safety 
regulations and also anticipate increased pension contributions, though this is currently being addressed and a 
consultation with staff on pensions is underway, aimed at reducing future costs and liabilities. 
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Metric 6(a) – Operating Margin (Social Housing Lettings only):   EHA has achieved an operating surplus from social 
housing activity of £3,519k compared with the budgeted operating surplus of £2,792k, an additional surplus of £727k 
increasing the resultant surplus percentage reported for the year.  Income from social housing letting was marginally 
down on the level budgeted due to a slight increase in void loss and reduced grant income due to the delays on our 
new development at William Street, Penrith.  However; costs reduced more significantly, mainly due to reduced salary 
costs and planned maintenance costs (mainly due to due to delays primarily in solid fuel works heating installations).  
This year’s result is not forecast to be repeated in the coming years, performance expected to be closer to our 
Corporate Plan target of 33.3% as we catch up and complete delayed works, our planned investment in our existing 
stock is maintained. 

Metric 6 (b) – Operating Margin – (overall):  EHA has achieved a provisional surplus of £3,767k, which is 
approximately £767k in excess of the full year’s budgeted surplus.  Comments noted above in relation to metric 6(a) 
also relevant here and have resulted in a significant increase in the overall operating surplus percentage reported for 
the year. 

Metric 7 – Return on Capital Employed:  EHA’s return on capital employed for the financial year was 5.4%, above the 
targeted level of 4.1%, a result of the operating surplus (the return) being significantly above budgeted levels. 

Metric 8 - Management Cost per Unit:  At £991 this is within the targeted level of spend.  There is continued focus 
across our business on reducing costs in a sustainable way. This year we have achieved savings on many areas of 
management costs, particularly staffing. 

We are targeting additional savings of £100k pa from next year’s budget, scrutinising costs further. 

One-off costs connected with the closure of an Assisted Living scheme, driving the business forward and establishing 
our 3 year planned maintenance will impact on the next year’s results only. 

Metric 9 – % of Rent Debit Collected:  The Association continues to have a very good record of debt recovery, 
despite current economic uncertainty.  Income collection and arrears recovery work continues to be a primary focus for 
the customer service and neighbourhood teams.  At 102.2% this comfortably meets our target for the year. 

Metric 10 - % of Void Rent Loss:  We have experienced a challenging year on what has been a traditionally strong 
indicator.  We have had fewer new voids than in any of the preceding 4 years.  However; we experienced a 
combination of a higher number of difficult to let voids in our assisted living schemes and in a deep rural locations at the 
same time as addressing contractor performance, leading up to the implementation of our newly procured responsive 
and voids contract in November 2018.  Our Board has discussed and agreed plans to address the Assisted Living void 
loss through a combination of measures.  We are divesting of one financially unviable scheme and seeking to invest in 
level access solutions to accommodation on upper floors where possible and or let to a different client group.  The 
contractor performance issues have been addressed. 

Metric 11 - % of tenants would recommend EHA to family and friends:  Feedback from our regular monthly 
telephone survey continues to indicate strongly that our tenants would recommend us to friends and family. At the end 
of the financial year 97.7% said they would recommend EHA to friends or family. 

Metric 12 - Bad Debt Indicator:  There has been a slight increase in former tenancy debt but this is not seen as an 
upward trend.  The result for the year was in line with expectations. 

Benchmarking 

The Government published the annual Global Accounts for 230 registered providers in December 2018.  These 
accounts are a rich data source for benchmarking purposes, though of course they need to be approached with 
consideration, the accounts reported on one year only, with results potentially affected by many unknown factors.  We 
have used the Global Accounts data to provide context for our work,  to aid us to look in closer detail at our 
performance against the upper / lower quartile and against our historic reference group. 
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The following table highlight current year results for the Association compared with data published in the 2018 global 
accounts, 

Registered 
Provider 

Financial 
Year End 

Re- 
Invest. 

% 

New 
Supply 
(Social) 

% 

New 
Supply 
(Non-

Social) 
% 

Gearing 
% 

EBITDA 
MRI 

Interest 
Rate 

Cover 
% 

Headline 
Social 

Housing 
Cost per 
unit, £k 

Op 
Margin 
(SHL) 

% 

Op 
Margin 

(Overall) 
% 

ROCE 
 % 

Man 
Cost 
per 

unit, £k 

Axiom HA 
Ltd 

31/03/2018 4.8% 0.3% 0.0% 47.9% 200% £5.54 21.8% 21.5% 3.5% £1,498 

Eden HA 
Ltd 

31/03/2019 3.6% 0.8% 0.0% 56.7% 192% £2.66 37.8% 36.7% 5.4% £991 

Impact HA 
Ltd 

31/12/2017 3.7% 1.2% 0.2% 42.9% 16% £4.29 29.5% -0.1% 0.0% £1,506 

Pierhead 
HA Ltd 

31/03/2018 1.9% 0.2% 0.3% 15.1% 677% £3.16 34.0% 34.3% 4.4% £1,008 

South 
Lakes 
Housing 

31/03/2018 9.8% 0.8% 0.0% 27.6% 99% £3.96 45.0% 45.5% 5.5% £1,179 

Peer 
Group 
Average  

  5.0% 0.6% 0.1% 33.4% 247.9% £4.24 32.6% 25.3% 3.4% £1,298 

                        

Lower 
Quartile Global 

Accounts 
2018 

3.0% 0.5% 0.0% 33.1% 154% £3.01 25.5% 22.7% 3.3% n/a 

Median 6.0% 1.2% 0.0% 42.9% 206% £3.40 32.1% 28.9% 4.1% £974 

Upper 
Quartile 

8.7% 2.3% 0.1% 53.1% 263% £4.50 37.1% 34.1% 5.4% n/a 

Reinvestment – The Association is below the median overall, but with exception of SLH (their reinvestment levels 
reflecting the point they are at in their LSVT history) reinvestment levels compare well with the rest of the peer group. 

New Supply (social housing) – We are just below the median point overall however our financial capacity over the 
next few years following peak debt is tight and our forecasts suggest we will continue to develop at modest levels below 
the sector median. 

Gearing – We are highly geared, the highest in our historic reference group and in the upper quartile within the sector.  
This high gearing is mainly a legacy of our original LSVT set-up and financial model and our size and impacts upon our 
future borrowing capacity.  Our Board has considered a potential merger during the year and will continue to keep 
abreast of opportunities that would deliver significantly more for tenants whilst also reducing our gearing and increasing 
financial capacity. 

EBITDA MRI Interest Rate Cover – We are slightly below the sector median and our historic reference group but still 
demonstrate good interest cover.  Our proposed continual investment in improving our existing stock in future years will 
continue to adversely impact on this measure.  However; this remains an area of focus for us and our financial business 
plan indicates we will achieve improvement to reach 200%+ on a consistent basis from year 4 onwards, aligning with 
industry medians. 

 Headline social housing cost per unit – Our cost per unit is lower quartile and the lowest of our historic reference 
group.  EHA’s expenditure in the year was below the level budgeted, mainly due to underspends against direct 
employee costs and planned maintenance (a mixture of savings and underspends).  We strive to reduce our cost base 
where practicable, but we expect this indicator to increase next year and become more closely aligned with the sector 
median. 

Operating Margin (Social Housing Lettings & Overall) – Strong margins continue to be reported, above our target.   

Return on Capital Employed – Outturn at the year-end indicates strong return and compares well in our historic 

reference group. 
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Global Accounts ‘Best in Class’ – Due to the diminishing value in the historic peer group comparisons we have 
looked at what might be more meaningful to us for effective learning.  We have committed to using data in the Global 
Accounts to identify the best performing similar organisations and seek to learn from them as part of our drive for 
continuous improvement.  

We have initially analysed data for the following metrics and identified four organisations of similar size, complexity etc. 
to Eden Housing Association where further investigation is proposed.  The metrics were selected following discussion 
with Board on risk and pro-actively managing the danger of these ‘slow burn’ issues increasing and becoming critical 
over time. 

 Bad Debts 

 Void Rent Loss 

 Gross Current Tenant Arrears 

We have informal relationships with these organisations through our membership of Placeshapers and the Rural 
Housing Alliance.   

As a pilot we have established contact and trust with North Devon Homes and agreed over the coming months to share 
and explore an efficient and effective way of sharing our practice and learning from each other. If this proves an 
effective collaboration and achieves the mutual learning and good practice sharing objectives agreed, we will look to 
see if we can roll this out with other ‘best in class’ performers we have identified. 

Summary of how we did on what we promised last year 

In bridging between the new VFM standard reporting expectations and the previous style reporting, we have set out 
below the commitments we made in last year’s VFM self-assessment and our achievements against these. 

Strategy:  Publish our Corporate Plan, ‘Owning our Future’ (2018-21) – ACHIEVED.  Approved by the Board in May 
2018.  

 
Culture:  Increase the visibility and understanding of VFM throughout the organisation – ACHIEVED.  We have 
promoted through training for all staff and introduced a VFM register to record improvements.   

Continuous Improvement  

 Establish Homeless & Support services to deliver customer requirements within funding provided – 
ACHIEVED.  We successfully established a service on behalf of Eden District Council to provide the new 
statutory requirements under the new homelessness legislation from April 2018.  From the financial fee 
generated we have also recruited an apprentice to work within our business.  

 Review of Garage sites to develop options for better use/return on garages – ACHIEVED.  Review concluded 
that the majority of our garage stock of 290 units is in reasonable condition and should remain so for the next 
5-10 years.  The income from rental is approximately £124,000 per annum.  One small garage block was sold 
off as an individual self-build plot and a capital receipt achieved.  

 Transfer out of Independent Living service with the aim of reducing subsidised costs and risk and free up staff 
capacity for core business activities – ACHIEVED.  Following a lengthy tender exercise we transferred the 
services in June 2018, securing services for vulnerable customers and employment for staff.  

 Customer Services – Right First Time: Review of processes to reduce waste and errors –ACHIEVED.    For 
example, we now have a process for our gas contractors to drop gas certificates automatically into a secure 
online portal.  

 Re-visioning the way we engage and involve our tenants and residents – ACHIEVED.  With the support of the 
Tenant Participation Advisory Service (TPAS) our Board approved a new Resident Involvement Policy in 
November 2018.  

 Conduct Housing Management Systems Review – ACHIEVED.  A review was undertaken, options 
considered and a decision made to invest in a long-term partnership.   

 Review of maintenance contract – ACHIEVED.  We collaborated with another local Housing Association to 
tender on larger volumes of work to secure notional reduced cost of £86k per year based on estimate 
provided by Cumbria Housing Partners who facilitated the tender exercise. 

 Review the potential for increasing the recovery of all service costs incurred for shared areas - ONGOING.  
This will be carried forward into 2019/20. We are working with our Tenant Scrutiny Panel as to how we might 
legitimately recover an annual c£86k grounds maintenance cost from our general needs tenancies. 
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 Meet targets to reduce management cost per unit, absorbing inflation, by end March 2021 – ONGOING  

 Work with Cumbria Housing Partners (CHP) on joint procurement to areas such as lift servicing and utilities – 
ACHIEVED.  Jointly procuring lift maintenance, cyclical painting, grounds maintenance, asbestos inspection 
and legionella testing contracts during the last 12 months is estimated to save £17,349 per annum (as per 
CHP figures). 

 Implement Budget Buddies – ACHIEVED.  The Finance Team are partnering with budget holders to provide 
more detailed support and challenge on expense control to reduce costs. 

 Develop a Procurement Strategy – NOT ACHIEVED. Whilst we have in practice achieved cost savings and 
increased value in joint collaborations, we have not yet documented that into a written strategy. This will be 
carried forward into 2019/20.  

 Implement an in-house disaster recovery process – ACHIEVED.  New system implemented in November 
2018 improving recovery times and cost savings equivalent to £11k per annum in external fees. 

 Revise our Personal Development Process (PDP) – ACHIEVED.  It is now a requirement that everyone has a 
specific VFM target within their objectives.  

In addition, other notable VFM gains during the year were; 

 Improving our network storage performance through using reconditioned equipment and carrying out the 
configuration in-house This realised economy savings of £38k+ and  faster speed and system response 
times. 

 Implemented a new BACS software solution, which provides us with the same functionality of the previous 
software, but has resulted in a profitable cost saving of £2.5k+ annually 

 Where possible we seek to recycle hardware.  This has resulted in ‘end of line’ servers being recycled within 
the organisation at a cost saving of £10k+ per server. 

 In March 2019, we introduced new tenancies to be started on any day of the week as opposed to always on a 
Monday.  As a result, within 2 months of the start of this new policy, we have gained an additional 63 days’ 
worth of rent that would not normally have been recovered. 

 We have introduced a new process to recover former tenant debt.  This procedure involving our Solicitors, 
started in November 2018 and has managed to recover over £2k in rent that would previously have been 
written off.   

 Our continuing membership of Northern Housing Consortium saved us £11,423 over the year on various 
frameworks accessed. 

 Our annual investment in hosting Cumbria Law Centre of £64,750 continues to deliver benefits for both 
ourselves and our customers. Last year 117 cases were completed generating savings of £1,036,359 for our 
customers, of which £592,545 came directly to the Association to cover rent costs. 

Going forward 

Our VFM action plan, part of our VFM Strategy, sets out our intentions for the year ahead (2019/20) and over the life of 
our 3 year Corporate Plan. 

In 2019/20 we will; 

 Investigate the feasibility of introducing a new ‘caretaker service’ as part of our developing a business case 
for the organic growth of Eden Works (our in-house repairs team).  This potentially would see an estimated 
£80k phased saving and improved service to tenants.  

 Seek to extricate the Association from a long lease and any liabilities around an Assisted Living Scheme and 
working with our remaining tenants find alternative suitable accommodation.  

 Review options on our Market Rented properties, with a view to potentially divesting these properties and 
reinvesting in better value ways. 

 Source grant funding for installation of new energy efficient and heating schemes and improve comfort and 
affordability of running costs for tenants in less energy efficient homes. 

 Continue investment in digital services, such as an interactive website, at the same time improving self-
service options for customers. 

 Continue our Pilot Benchmarking opportunity with North Devon Homes and seek to extend this to other ‘top of 
the class’ organisations and take any learning. 

 


