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Introduction

This strategy sets out Sapphire Independent Housing’'s (SIH) strategy in relation to
Value for Money (VFM). The delivery of this strategy will support our mission “to improve
lives and value people” and it underpins our four strategic objectives set out in the
Business Plan 2016-2021.

What is Value for Money?

VFM has been defined as the relationship between economy, efficiency effectiveness
and equity. VFM at Sapphire is about obtaining the best value from our resources to
provide quality services and improve people’s lives.

Value for Money Standard
The Regulator of Social Housing (RSH) published a revised VFM Standard to take effect
from April 2018. The Regulator requires registered providers to

o clearly articulate their strategic objectives

e have an approach agreed by their board to achieving VFM in meeting
these objectives and demonstrate their delivery of VFM to stakeholders

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

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

The Regulator also specifically requires that registered providers must demonstrate

e a robust approach to achieving VFM. This must include a robust
approach to decision making and a rigorous appraisal of potential options
for improving performance

e regular and appropriate consideration by the Board of potential VFM
gains -this must include full consideration of costs and benefits of
alternative commercial, organisational and delivery structures
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e consideration of VFM across their whole business and where they invest
in non-social housing activity, they should consider whether this
generates returns commensurate to the risk involved and justification
where this is not the case

o that they have appropriate targets in place for measuring performance in
achieving VFM in delivering their strategic objectives, and that they
regularly monitor and report their performance against these targets.

Finally, registered providers are required to publish evidence in their statutory accounts
on performance against their own value for money targets and any metrics set out by the
Regulator and comparing that performance against its peers. RPs must have plans to
address any areas of underperformance and where improvements are not appropriate
explaining the rationale for this.

Sapphire’s operating context

Sapphire Independent Housing is a registered housing association, providing general
needs, supported housing and hostel accommodation mainly to single people, in the
four London Boroughs of Camden, Islington, Brent and the City of Westminster.
Sapphire also has two schemes in Hertsmere. The Association was originally founded in
1969 to house lIrish immigrants and relaunched as Sapphire Independent Housing in
April 2015 to more accurately reflect the diversity of its current residents.

In addition to our mission described above, we have four strategic objectives set out in
our Business Plan. The Objectives are

1. To remain a strong and viable provider of high quality housing and services

2. To grow the business and develop the Association

3. Invest in our Residents

B

Be an Employer of Choice

Sapphire’s housing portfolio currently consists of 372 units contained within 11 overall
schemes. Our homes are a mixture of supported housing, hostels and self- contained
flats. There are three large schemes which make a significant financial contribution to the
Organisation.

Many of Sapphire’s residents are vulnerable and/or have experienced homelessness. Our
service provision focuses on providing housing, support and other services to create an
environment for people to feel safe and in many cases to overcome trauma and to work
with them to achieve independent living. Sapphire currently has four contracts
commissioned by local authority partners where we provide support. The nature of our
service therefore means we will have a higher ratio of staff members to residents and
properties. Our cost base is also heavily driven by expenditure on maintenance, utilities,
health and safety compliance, night cover, security and cleaning costs.
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4.5 The operating environment for registered providers’ especially smaller providers is
challenging. The 1% rent cut introduced by the Government in 2015 means that our main
income stream will reduce until 2020. In addition, support grant income from our three
local authority partners is assumed to be static for the next five years in our financial plan.

4.6 We have invested in IT to help improve our processes and we have a commitment to
training staff to ensure they are equipped to provide quality services and to respond to the
changing needs of residents. We also ensure that salaries and the overall benefits
package are competitive so that we can attract and retain good employees, committed to
providing high quality services. The VFM strategy is therefore part of a wider strategic
planning framework which also emphasises our mission and guiding principles. This
approach has enabled us to have high resident and staff satisfaction and lower than
average staff turnover. , We are keen to play our role in meeting the growing housing need
and improving our stock. Our strategic implementation plan adopted in 2015 integrates our
asset management strategy with our development plans.

5.0 Sapphire’s VFM Objectives
5.1 Sapphire’s VFM aims are integral to achieving our four strategic objectives and they reflect
our operating context.

5.2 Our VFM Objectives are to:

o Embed VFM and innovation within the Organisation’s culture by ensuring that our
business decisions are driven by an understanding of costs, quality and how we
compare with others

o Ensure the investment of our resources creates a positive social impact on the
lives of residents, staff the environment and community

. Achieve efficiencies in major areas of spend and reduce overhead costs
. Maximising our income and the return on our property assets and evaluating their
use.

5.3 A VFM action plan based on these aims is attached at Appendix 1.

6.0 VEM methods and tools
6.1 In order to meet the aims of the VFM Strategy, we will use the following methods and

tools:

. Financial data -5 year financial plan, annual budget ,management accounts, key
performance indicators, resident and staff satisfaction and benchmarking
information

o Procurement policy and financial standing orders

. Resident and staff involvement forums and feedback
Leadership and team structures.
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7.0 Review and Monitoring

7.1 Compliance with the VFM standard rests with the Board. Quarterly updates and an
annual report will be provided to the Board on performance against the VFM action plan
including VFM gains.

7.2 The Association is also required to include in its financial statements and annual report
the VFM metrics set by the RSH. The metrics are

Re-investment%

New supply delivered%

Gearing%

Earnings Before interest, tax, depreciation, amortisation, major repairs included
(EBITDA MRI) interest cover%

Headline social housing cost per unit

e Operating Margin

Return on capital employed

7.3 In addition to the VFM metrics set by the RSH, the Board will agree on other metrics
that will be reported in the financial statements and annual report.

7.4 This is a three strategy which will be reviewed annually and updated in 2021.
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VFM Action Plan

costs, quality and how
we compare with

management accounts
to Managers

provided to managers

accounts v Budget

Aim Actions Progress Performance VFM  Gain  (if
measure (if | applicable)
applicable)

Aim1- Embed VFM and | (a) Update VFM (a)VFM Strategy updated

innovation within the strategy

Organisation’s culture (b) Training provided at

by ensuring that our (b) Provide training to staff conference

business decisions staff on VFM

are driven by an (c) Management

understanding of (c) Delegate review of accounts training (c)Management

investment of our
resources creates a
positive social impact

on the lives of
residents, staff the
environment and
community

satisfaction surveys

(b)Carry out staff
satisfaction
surveys

c)Measure improvement
in outcome star and
planned move on

(d)Measure value of
ocial impact work

out every two years.
Satisfaction and quarterly
measures are carried
out.

(b) Staff survey carried
out every year

(c) Outcome star
measure provided
annually

(d) social impact
measure from HACT

others. (d) SIH performance (d)Void loss %
(d) Carry out compared with SPBM Void turnaround
benchmarking review performance in 2016/17 | Bad debts
(e)Review allocation of | (e)Allocation  of costs
costs carried out

Aim 2 - Ensure the | (a)Carry out resident (a)Full surveys carried (a)Overall resident

satisfaction was
91% in December
2016

(b)Staff satisfaction
was 93% in 2017

(c)Improvement in
outcome star??

(d)Annual value of
social impact in
2016/17
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used annually

Aim 3; Achieve
efficiencies in major
areas of spend and
reduce overhead costs

(a) Re-tender insurance,

contract

(b) Re- tender utility
contract

(c) Tender planned

maintenance contract

(d) Procure new night
cover, security and
cleaning contracts

(e) Review overhead
budget areas

(a)lnsurance contract re-
brokered in Jan 2018

(b)Utility contract
reviewed in 2017

(c) Planned maintenance

contract tendered

(d) Night cover, security
and cleaning contracts
being re-tendered

(e) Areas to be agreed

(a)Saving on
contract?

(b)Saving on utility
costs

(c) saving on
planned
maintenance
contract

(d) saving on night
cover and cleaning
contract

(e)Overhead costs
as % of expenditure

Aim 4; Maximising our
income and the return
on our assets.

(a)Provide I1&E
information on a
scheme basis

(b)Generate options for
underperforming assets

(@) Cost centre
information provided on
each scheme

(b) Options appraisals to

be generated for
underperforming
schemes and

schemes which can
generate

10% margin
target?
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