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VALUE FOR MONEY (VFM) SELF ASSESSMENT 2014/15

1.

2.1

Introduction

This document summarises the approach taken by Calico Homes in relation
to VFM and identifies those initiatives and actions undertaken to embed and
deliver it.

It also provides the evidence to support our self-assessment against the
economic standard for VFM included in the Directors Report in the annual
financial statements of Calico Homes Limited.

The recent budget announcement, in particular in relation to the reduction in
rent to be charged over the next four years has a significant effect on our
long-term business plan. Calico has a track record of making efficiency
savings year on year, however has made the decision to re-invest these
savings to improve services, maintain our high level of income collection and
fund development i these savings are noted in this self assessment.

It is due to the re-investment of these savings that management costs are
higher than some of our peers. However these costs are now unaffordable in
the long term and will need to be reduced. We expect staffing levels to
reduce over the next four years and as pay levels will need to be affordable,
there is the potential of low or no salary increases.

The efficiency savings that are required are cashable savings that will not be
re-invested and will be based on targets set across the organisation. An
indication of these savings is shown in the table at Section11

Calicob6s strategic approach

Delivering VFM has been and remains a long-term commitment for Calico
which commenced at transfer some fifteen years ago. Our focus on VFM has
enabled us to deliver the decent homes standard, further enhance the quality
of our stock, e.g. external wall insulation, meet the requirements of the rent
standard, improve the sustainability of our neighbourhoods, drive up
performance, improve customer satisfaction, grow our stock and achieve (and
maintain) a V1 regulatory judgement for financial viability.
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Strategy and objectives

Our Group wide VFM strategy is in the final stages of the approval process
and has the following objectives:

TRy fMﬁ‘?‘?‘WMW‘MﬁM’V##?#?}’MM

Make the best use of resources available

Meet the expectations of customers and service commissioners
Maximise customer involvement in value for money

Further embed a VFM culture within the organisation

< <<

This self-assessment highlights activities undertaken in relation to these
objectives and was approved by Board in September 2015.
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To support us in the del i v e rsgrvicesfwhiant &'
make a difference to peoplgiedinss whidh\are : 1
supported by strategic groups. Our Boards have recently reviewed our i &
strategic aims, ensuring they respond to the growth of the organisation and 5 ?
the complexity of the operating environment in which we work. This has { i
ensured VFM remains a fundamental priority for Calico Homes and also -
across the Calico Group. ¢ 'S f
%
The members of the HfABei ng have lBansdlenteds ~!-"$"

from across the Calico Group, whose purpose is to drive improvements
ensuring they have a VFM focus, to lead on specific initiatives pertaining to
their role and to continue to embed VFM throughout the organisation.

l. ‘.l"’

Overarching target

This year we have achieved our target of delivering at least 3% cost
efficiencies (excluding repairs costs) within Calico Homes for the 7th year
running.

i Mg WA P R P P e e E ety WMY*'Q'MMJQ#!?# PritrAr P ot prgr I eI YTt T AN Y = gttt

As part of the budget setting process we identified £360,000 (3%) efficiencies
which were re-invested into a new development team structure to support the
delivery of the increased development programme and capital works on the
head office at Centenary Court to create capacity for the growth aspirations of

part of The w.hm Group‘

4

4 5 g N S 0K W S s e s e

WW»W»# PN AL vy st ys
s ko SERrs oo

s PRI T I W W R I ov T
A AR St S S e iy 4 é?

Wwﬁ e e et e e A pbptamberse vy T S T R R et Lo

& p i B P t




2.4

2.5

g N value for Money
fl::i. Self Assessment

Ringstones 1 the profits from which can be distributed across the charitable
organisations of the Group.

Monitoring of actual expenditure against budget through monthly
management accounts and quarterly reporting to Board, ensures that the
budgeted efficiencies are delivered.

The details of the budget announced in July 2015 will be a significant
challenge for Calico Homes. However, we are confident we can respond to
these positively by bringing forward efficiency projects to realise savings
which will support the 30 year business plan.

To deliver the required savings we are increasing the efficiency target and will
ensure efficiencies realise savings. In previous years, efficiency savings
have been re-invested, however going forward any investment will need to be
funded by additional savings.

Board

Our Board champions a VFM culture across the organisation. Board requires
efficiencies to be generated, whilst understanding that in some cases we will
choose to pay more to deliver a high quality service which meets our
customers specific needs. Board recognises this can mean we are more
expensive than others in our peer group.

Following the recent budget announcement, our Board have realised that
costs need to be reduced and are in the process of agreeing a new business
plan that will deliver significant efficiency savings.

We keep our Board informed and involved in our VFM journey through
regular updates. Furthermore, by being involved in the budget process Board
challenge and direct us and ultimately approve the use of efficiency savings
within the organisation

In addition to the above, every Board paper requires the completion of a VFM
section. This section provides the Board with details of the cost/benefits of
the decision being taken so that an informed view can be taken.

Culture

A VFM approach is an integral part of our culture. Managers regularly discuss
VFM with teams and staff are rewarded for identifying ways to be more
efficient. Staff are encouraged to record efficiencies on the BE SMART
system whi ch enc ongEficereiss, SatedMbriey AndbRedciB
Targets. o The entries come from al
nature. Calico Stars are awarded to staff for the best efficiencies delivered
and there is an annual award which is presented at our staff conference for
the best VFM initiative. In the year to 31 March 2015, 114 entries were made
on the system and a sample of the entries is included in Appendix 2.

We also use the publication of our management accounts as an opportunity
to continue to embed our VFM culture. We use ten VFM performance
indicators that enable managers to understand the costs of their services,
allow these to be managed effectively and encourage them to identify
efficiencies.
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This approach will continue to be reviewed and enhanced to ensure the most
appropriate method is adopted to support managers in their decision making
in relation to managing their costs.

VFM standard

Calico Homes is regulated by the Homes and Community Agency (HCA) who
have published standards which all registered providers of social housing are
required to comply with A copy of the VFM standard is available to view
online.

The standard statest h at fon an annual basi s,
publish a robust self-assessment which sets out in a way that is transparent
and accessible to stakeholders how they are achieving VFM in delivering their
purpose and objectives®nts Thild co-e
assessment.

The HCA Accounting Direction for Social Housing in England from April 2012,
states that the RP should undertake and publish in its financial statements an
assessment of the performance of the RP for the year which sets out to
stakeholders how it is achieving VFM in delivering its purpose and objectives,
in accordance with the regulator s
elements of this report is included in that document, in addition to a reference
to this complete document.
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https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/419202/Value_for_Money_Standard_2015.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/419202/Value_for_Money_Standard_2015.pdf

4.1
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Approach to asset management and return on
investment

Existing homes and neighbourhoods

Calico Homes6housing stock falls within a thirty mile radius of Burnley with
the majority concentrated on large estates within the Borough of Burnley.
This means that we are able to manage our own stock and undertake repairs
using our own operatives with minimal lost time in respect of travelling.

The average vacant market value of our stock is £66,056 per property
compared to an existing use valuation i social housing (EUV-SH) of £34,282
as per our stock valuation report as at 31 March 2015. A number of recent
new build properties have values in excess of this but have either been built
under the grant funded affordable housing programme or are on mixed
development schemes where there are some properties for sale.

The majority of the housing stock is estate based, where due to right to buy
and right to acquire sales, there is a mix of social housing, owner-occupiers
and private rented properties. In some instances, the quality of the privately
owned properties is poor. Calico Homes still owns approximately 50% of the
properties on the estates which enables effective management to be
undertaken.

In managing the estates, it is important to be able to maintain demand for our
properties by tackling anti-social behaviour and ensuring the appearance of
the neighbour hood gener at es fTrkeefork, we hadeenade ¢
the decision (as included in our asset management strategy section 4.11) not
to dispose of empty properties on the open market when they become void,
even if there is significant investment required to bring a property back to a
lettable condition, as this removes our ability to determine who occupies the
property and how well the property is maintained.

The Board are of the opinion that the risk of this position materialising is
significant, the potential impact is high and as a result the risk needs to be
managed. We wi | | review this approach
extending Right to Buy are confirmed.
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Where houses become void which are not on one of our main estates we
undertake an assessment to determine if disposal would be beneficial. The
assessment looks at the cost of the void works required to bring the property
up to our decent homes plus standard, the demand for the area and type of
property, the locality of the property in general, the condition of neighbouring
properties and other works/improvements being undertaken in the area,
primarily by the local authority.

The assessment is reviewed and recommendations are made to the
Executive Team prior to a final decision being made. Such sundry properties
rarely become void and to date when this occurs, the decision to retain has
always been made.

Six years ago we commissioned an independent review of our sheltered
housing schemes to ensure they remained fit for purpose before undertaking
an extensive investment programme. This review concluded that five of the
seven schemes were suitable for investment but one scheme was no longer
fit for purpose (which was closed and sold) and another (Royal Court) should
be reviewed at five yearly intervals.

Following a review in 2014, the Board have determined that due to low
demand, lack of internal accessibility, the inappropriateness of the bedsit
accommodation and the level of remodelling investment that is required,
which would make the scheme financially unviable, that Royal Court should
be closed. The process of closing down the scheme has now started.
Following consultation with the existing residents, each household has been
allocated a new home either at our new development at Primrose Mill or in an
existing sheltered scheme where we have remodelled our ex-warden units to
provide additional accommodation.

Each of the customers has been provided with an intensive support package
and feedback to date has been extremely positive. Additionally, Board are
considering a number of options in terms of re-development of the site and a
provision has been made for this in our business plan.
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The following table summarises information in relation to our assets, the *

market and our funding position:- I

.,

2011/12 | 2012/13 | 2013/14 2014/15 ?

Asset information ";.
Number of properties 4,455 4,468 4,570 4,583

Net book value per property £ 11,210 | 12,429 | 13,928 | 14,948 e
Valuation per property (EUV-SH) £ 23,434 | 25,621 | 30,290 | 34,282

Estimated market value per property 68,197 | 69,876 | 60,599 | 66,056
£

Debt per property 13,468 | 16,115 | 17,396 | 18,045
EBITDA per property 1,077 1,081 1,169 1,537
Interest cost per property 632 731 788 796

The table demonstrates we are achieving a year on year growth of our asset
base and that our investment in our stock is creating value. It further
highlights the relatively low and declining market values in our area of
operation which supports our strategy of asset retention.

We are currently reviewing our asset management strategy which will
respond to the recent budget announcements and will be approved by Board
later in the year. As part of this strategy we have identified actions which will
ensure we increase our understanding of the return on our assets. We have
launched an exercise and will complete a full exercise on return on
investment on all of our properties in Autumn 2015.

eyt v"f}‘l"- %-L.o -t yv‘\,:-,,;\. N S Ve ‘b‘,,&"-vq'.«. i by

On 1 November 2013 Calico Homes acquired the Whitworth Care Trust, an
eight bed care home and associated day care centre which is an area into
which we wanted to expand. During the feasibility work it became clear that
the home was not of the size required to generate a surplus and deficits were
being made which would ultimately lead to closure. Following detailed
consideration by the Board it was determined that Calico Homes should
formally take on the running of the home and look to provide an alternative,
larger scheme which would be capable of making a surplus. This has
progressed during 2014/15 and planning permission has been obtained on a
suitable site for a twenty eight bed scheme to provide dementia and nursing
care.
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Every five years a stock condition survey is undertaken to identify the long-
term expenditure required to maintain the quality of our housing stock.
Following the receipt of this data, we compared the income expected to be
received from each property over the next thirty years with the total of the

anticipated long term expenditure and the expected voids, bad debts, housing
management and responsive repair costs.

This identified thirty eight properties where the anticipated costs were in
excess of the income. The detail of this were the properties that we were
aware of, mainly being the sundry properties, those in the sheltered scheme
being closed or other sheltered schemes, all of which we are aware of and
taking appropriate action

During 2015/16, Calico is working in partnership with British Gas to deliver an
external wall insulation programme to 448 properties across two estates. We
have obtained funding through ECO 2 to the value of £618,000 to assist with
the cost of the programme, which equates to circa £3m. The programme will

support Ca | i comtéibsition to the Green Agenda & achieve significant
savings on fuel bills for our cust
strategy.

In managing our assets, we consider the wider neighbourhood and the local
community. East Lancashire provides a challenging operating context with a
decreasing population resulting in low demand for housing. This has a knock
on effect into the housing market where private rents are often at the same
level as affordable/social rents. This is evident for Calico through the levels of
turnover we have within our properties.

Additionally, deprivation levels are high meaning many of our customers have
complex needs and face challenges in managing their tenancies. This
requires us to invest considerable resource into supporting customers to
sustain tenancies and managing the process when properties become empty.
To tackle this challenge we have aimed to be innovative with our approach to
ensure the best use of our limited resources to achieve value for our
customers.
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New property development

In 2015, Calico extended its loan facility with the current funders by £30m
from £85m to £115m. This has enabled us to provide for the development of
464 additional new build properties in the current business plan by 2020. We
have also secured grant funding of £1.4m from 2015 Affordable Housing
Program to contribute to the development of 52 of these properties.

An area of growth is the development of supported housing properties which
will be used by other companies in the group and will provide income to
Calico Homes. We have submitted a bid for grant funding for two of the
planned developments through the Homelessness Change initiative.

The Board have agreed a set of assumptions to use when appraising new
build developments. A payback period under forty years must be achieved
for a scheme to proceed without further Board approval being obtained and
all developments are appraised using this model.

New build activity is undertaken through Ring Stones, a joint venture of which
the minority share was purchased by Calico during August 2015, resulting in
Ring Stones being wholly owned by the Calico Group . This will enable the
profit generated to be re-distributed as gift aid to the charitable organisations
within the Group. Ring Stones supports local employment opportunities,
sustainability of employment and apprenticeship creation, all of which
contribute to creating social profit, one of our strategic aims.

We currently have two sites with properties for sale. The Cobden Mill site now
has six remaining units for sale which are each valued at around £180,000.
Two sales were secured in April 2015 as a result of increased marketing
activity with plans for further marketing initiatives such as open days. We are
to review the position in October 2015 with a view to converting any unsold
properties to rental stock, as there is a good level of demand in the area.

Our site at Primrose Mill is nearing completion and six of the fourteen plots for
sale have been reserved off plan. There is a high level of interest in the site
with viewings taking place daily, so we are confident that we will achieve the
business plan target of nine sales for the year. The remaining properties for
sale have an average value of £150,000.

part of The mum Group 1
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VFM delivered

Strategic groups

Qur corporate wvision AProvi ddiffegenceta
peopleds livesodo is underpinned by f

V To be customer led in delivering excellent services.

V To create social profit.

V To effectively use our group resources, providing value for money in
everything we do.

V To secure and deliver new business opportunities and partnerships.

V To realise peoplebs full potent.

In turn these aims are delivered through six strategic groups.

V Realising peopleds potenti al
V Passionate about customers
V Being a business
V Social profit
V  Growth

V Care and support

During 2014/15 we have reviewed the role of the strategic groups to ensure
they respond to the new Group structure and the challenging operating
environment in which we work.

The Value for Money group has evolved into the Being a Business group. The
aim of the group is to set the direction of for how we deliver effective and
efficient services and maximise the use of our resources including protecting
our assets across the Group. Achieving VFM across the Group is an integral
partof t his groupsd rol e.

We have also added new groups to recognise other important strategic areas.
The Social Profit Group will lead on issues relating to social value, including
monitoring, measuring and ensuring we maximise the social value benefit of
our business activities. The Growth group ensures the delivery of our growth
strategy to develop opportunities and manage change. The Care and Support
group has been established to lead on generating new opportunities by
promoting Calico, whilst determining how we can further improve services to
customers across our support services.
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Realising Peoples Potential Group

This strategic group focuses on increasing employee engagement by
realising peoples potential. Research has shown that by identifying,
developing and depl ovy,iimdyidugh paersfarrhaecd sis
maximised which leads to an improvement in company performance. See
table below:

Investment in Employee Strengths

Improvement In Performance

Engagement (%)

. g
Focus on individual's strengths

Calup Data 20 000 i Gepif nlerviews
1 mllCn WO LEamS SUnveyed
‘ioridwide data

We measure how engaged our staff are through the Sunday Times Best
Companies to work for survey. From the results of the November 2014
survey, 84 % of staff indicated that d@Ath
There are high levels of staff engagement with 93% of employees who feel
tthey can make a valuable contribution to the success of the organisation and
91% agreeing that the organisation provides a great service to its customers.
Results of the survey are made available to managers to enable them to
identify areas where improvements are required.

part of The whm Group’
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Recruiting the right people who fit the Calico culture is important given the
cost of recruitment and induction of new staff. It is estimated by the CIPD
that recruiting the wrong candidate costs £8,200. To reduce the number
leaving during their probationary period, pre selection recruitment workshops
are delivered through Calico Enterprise at no additional cost to Calico Homes.
Since the introduction of these workshops no-one has left the organisation
during their probationary period compared to 4 the previous year.

A programme of advanced multi-skilling continues to be rolled out with
additional operatives being trained each year and this has resulted in an
increase in customer satisfaction with how we deal with repairs and
maintenance increasing to 85% in 2014/15 (79% 2012)

Calico has been operating a well-
being programme for a number of
years, with the aim of reducing
sickness absence. During the year,
51 staff had an NHS funded health

AiMOTO check and a| 3§
there were two instances where a
previously  unknown  potentially

serious condition was identified. It is
estimated that this early diagnosis
has saved over £16,000 in
occupational sick pay and absence
cover etc.

During the vyear, 67 employees
attended a financial education
seminar and a number provided
feedback that they would be able to
save a significant amount of money
due to the changes they would make
following the session.

Other well-being initiatives delivered include; offering annual flu jabs for staff,
providing fresh fruit on a weekly basis, offering discounted gym memberships
and access to independent occupational health advice which includes a
helpline. This has helped us achieve sickness absence performance at
1.37% compared to a target of 2.25%.

part of The mlim Group‘ »3
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Passionate About Customers group

Delivering good customer service is key to an organisation like ours. The
Passionate About Customers group looks at how to deliver customer service
excellence through involving customers in decisions and scrutinising of our
services, educating customers so they can fully contribute to the decision
making process and recognising that customer communication can always
improve.

Good customer service leads to satisfied customers, which in turn leads to
demand for our properties and services and reduced complaints. Overall it
delivers better VFM.

The automation of services wherever possible leaves staff more time to
deliver valued customer service. An example of this is our automated
payments process whereby customers use their phone key pads to make
debit card payments rather than talking to a call centre staff member which
enables the call centre staff to deal with other customer calls.

We have made progress in delivering further automation of services during
2014/15 in the following areas:

V  We have introduced a desk-top tasking system which has been rolled
out to more areas of the organisation. This uses a workflow method
which tracks a query and prompts a response, providing a more
efficient service to our customers and reducing duplication of work.

V The first phase of our customer portal was introduced which allows
customers to access their own real time information 24 hours a day.
24 % of our customers have now opted for digital communications and
this has resulted in reduced printing and postage costs generating a
cost saving of circa £9,600 per annum. Further development work in
relation to expanding the use of digital communication will continue
over the coming months.

V A new mobile working solution is in the process of being rolled out to
all repairs operatives. . New performance measures are being
developed which will improve job costing and productivity.

V Promotion by news |l et ter s, and the fre
reception area led to 1000 customers signed up to digital services by
the end of 2014/15.

V A priority for 2015/16 is to invest in an integrated Customer
Relationship Management system which will allow access to all
previous customer contact on one screen. This will reduce the time
required to resolve a customer query, therefore improve efficiency
whilst maintaining high customer satisfaction.

Further work on the reduction of nu

major priority for our services during 2014/15. Reducing repeat calls and
queries has enabled us to improve our performance in this area answering
81.25% of calls within 30 seconds ( 80.08% in 13/14)

part of The
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Our customers told us that they received too many surveys therefore we
changed our approach to issue fewer surveys on a day to day basis and
capture satisfaction by a quarterly survey to a quarter of our tenants. This
has delivered savings of time, stationery, postage and outsourced STAR
survey costs of £14,000 a year.

An on-going priority has been to reduce voids and sustain tenancies for
longer. Whilst terminations are still above target, performance has improved
from 685 in 2013/14 to 637 in 2014/15 We have an overall strategy to reduce
voids with an associated action plan which are available on the Calico
website. .Our tenancy sustainability action plan is in place with actions to
reduce terminations and is also available on the Calico website.
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http://calico.org.uk/uresources/documents/3030-VoidsActionPlan2015.pdf
http://calico.org.uk/uresources/documents/3030-VoidsActionPlan2015.pdf
http://calico.org.uk/uresources/documents/3029-Tenancysustainmentactionplan.pdf
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Our  Annual Report  to
customers contains information
on the work we have done
during the year. . It explains
how customers can access
services from other companies
in the Calico Group as and
when required. The report also
contains information on how we
have performed in relation to
our local offers, including cost
information. This document can
be found on our website.

g 2N Value for Money
(I’:gl,l Self Assessment

Lz

The amount our Money Wise team

Annual Report
2015

customers took part
in training sessions

‘ of you are satisfied
with your neighbourhood
as a place to lve.

it

of residents who stayed at Elizabeth
Street this year are now living

independently

138
HIHH I [

Skills and Enterprise [
traning programmes. o

affordable new homes

__ 5o

of you are satished
with our Repairs and

Maintenance service.

have helped customers save in total.

people from across East Lancashire have
recenved help from Floating Support.

Part of The CALLEO Group
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http://calico.org.uk/uresources/documents/2915-CalicoA2sheetAnnualReport_w.pdf
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VFM Group (now the Being a Business Group)

VFM performance indicators have been monitored throughout the year and
are summarised at Appendix 2. They are produced from the management
accounts and are therefore calculated consistently. Their production helps
managers understand the cost drivers behind their service.

A three year cost reduction strategy was successfully completed at the end of
2013/14 delivering a year on year cost reduction. During 2014/15 we saw an
increase in the cost of materials for both void and responsive repairs. We are
currently reviewing our materials supply arrangements and will be looking for
a more cost effective supply chain.

Void numbers have increased steadily over the last 5 years with terminations
increasing from 545 in 2010/11 to 639 in 2014/15, however this is a reduction
against the 692 terminations in 2013/14. The void turnaround time for
2014/15 was 20 days (2013/14 24 days and 2012/13 29 days), demonstrating

a steady improvement across the years. The voids team workto @d v a n ¢

multi-skilling standards which reduces the number of operatives required to
complete a void job, improving productivity and reducing turnaround times.

The cost of outsourcing electrical call outs has reduced by 44% and plumbing
call outs has reduced by 30%.

%\ Value for Money
(I’;Q:I} Self Assessment
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