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Notting HIll Housing 
Value for money (VFM)

What does VFM mean to Notting Hill Housing?

Notting Hill Housing exists to provide good quality homes for those who could 
not otherwise afford them. For us, VFM is about being effective in how we plan, 
manage and operate our business. It means making the best use of the resources 
available to us to provide quality homes appropriate to London’s needs and backed 
by high quality services and support. Value therefore means the number of homes, 
the appropriateness of those homes to London’s needs, the quality of the homes 
and the quality of the services we provide, which in turn lead to improved quality 
of life and wellbeing for our customers. In order to ensure that we can continue 
to deliver VFM, we must also be aware of risks to the fulfilment of our purpose 
and manage them.

How do we approach VFM?

The approach to VFM has been developed from the corporate strategy and 
corporate plans.  It is based on what is required to deliver our purpose against 
the background of our own performance in previous years, what our peers are 
achieving, and changes in the external environment. The VFM strategy is agreed 
by the Group Board, which also monitors performance on VFM in order to gain 
assurance that the strategy is being delivered. How we approach VFM and the results 
we achieve will be transparent. Over time, our VFM standards will continue to rise. 
We consult with residents to get their input to future development of the strategy.

Delivery of VFM

Our business planning uses the objectives and outcomes in the corporate strategy 
to drive the plan for each business. These plans are developed by each business 
team within a Group-wide process which ensures that the use of assets and 
resources required to meet service, quality and other non-financial objectives are 
recognised in financial plans and budgets. Because of the balance between the 
required objectives and the limited assets and other resources used to achieve 
them, it is essential that VFM is maximised. Our business planning process therefore 
helps ensure that resources and assets are used in the most appropriate way to 
deliver our purpose. 

Our VFM strategy is supplemented by other strategies, including those related 
to asset management, development, investments, ICT and environment. These 
strategies determine how we decide on investment and how we will increase the 
VFM of services we provide.

Performance targets are based on the business plans. Non-financial and financial 
performance is reviewed monthly by the Executive Board, quarterly by the Board 
and annually in Annual Standards Reports for residents. We use benchmarking to 
assess our performance relative to peers. We have five resident Local Scrutiny Panels 
which equates to 40 or so residents reviewing local performance and priorities 
and giving feedback to managers. We also have a resident VFM group, and we are 
preparing to launch a sixth Local Scrutiny Panel covering north-east London.

Our people are vital to delivering VFM. We involve them in improvement processes 
in several ways. We have a staff Cost Effectiveness Group which provides challenge 
and supports the VFM culture. Staff satisfaction has increased from 67% in 2011 to 
83% and we have recently been awarded Gold Standard for Investors in People.

VFM achievements – return on assets

Our aim is to have a development programme of an average of 1,400 homes per 
year. Growth is important to us as it satisfies housing need, adds social value and 
enables us to reduce costs per home.

Table A - Development units - 2015/16 - including purchase and 
repair properties

Number of homes Start on site Completion

Rented housing 222 487

Shared ownership 220 510

Market rent 234 163

Private sale 72 -

Commercial units 2 10

750 1,170

We have acquired 801 plots during the year, of which 336 were rented social 
housing and 461 were shared ownership. Starts on site slowed down as we paused 
to reappraise the tenure split of schemes following the social rent cuts announced in 
the Government’s summer budget.

Despite the challenging environment for providing affordable homes in London, we 
continue to strive to use our resources as effectively as possible to achieve this. Of 
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the 1,160 homes produced this year, 86% were affordable housing products aimed 
at low-income Londoners.

We aim to make best use of the funds and assets available in order to provide more 
housing. Where we invest in assets outside of our core social housing homes, 
we are careful to make sure that they make a good return and do not pose a risk 
to our core homes. Surpluses from sales and market rent as well as from student 
accommodation are used to support future growth in affordable housing; we 
believe that increasing our market rent portfolio will directly support our social 
purpose as we concentrate on growth of those homes so that London has more 
quality and affordable rented stock for people who need it, especially the so-called 
“generation rent”.

Table B - Return on capital employed

2016 2015

Operating  
surplus 

£’m

Capital  
deployed 

£’m

2016  
return 

%

Operating  
surplus 

£’m

Capital  
deployed 

£’m

2015  
return 

%
Rented  
housing

51.5 2,218.3 2.3% 31.4 2,098.9 1.5%

Shared  
ownership

12.5 482.6 2.6% 11.1 470.3 2.4%

Market  
rent

8.7 218.0 4.0% 6.9 198.2 3.5%

Student  
housing

2.7 59.5 4.5% 3.1 59.6 5.2%

The returns on all businesses have increased from previous years with the exception 
of student housing.

We also review the returns from our existing stock, both financial and non-financial, 
in order to ensure that taxpayers’ money received by grants or housing benefit is 
used to best advantage. Our active asset management strategy improves the use of 
our housing assets – selling older, more expensive and less suitable inner London 
properties to provide more efficient and larger homes in cheaper areas. As well as 
increasing our overall stock of housing, this strategy helps deal with the impact of 
welfare reforms where larger families find it difficult to live in inner London and will 
increase opportunities for seriously overcrowded households. 

This year we have sold 11 homes as part of our active asset management strategy. 
These sales generated proceeds of £3.4m to which we added £24.3m from 
other sources to spend £27.7m on the purchase of 107 affordable rent homes. 
Cumulatively we have sold 57 homes and purchased 365, a net gain of 308 homes. 
In the next two years, we plan to deliver a further 200 largely family-sized homes in 
London. The new homes will give a significantly better return than the 35 existing 
properties that we expect to sell in 2016/17.

We have developed a sustainable retrofit strategy which aims to improve the 
minimum energy efficiency of our stock. We are:

• Upgrading all properties to a minimum energy rating of SAP 39

• Incorporating loft insulation top-ups  into void works and communal 
upgrade programmes

• Proactively upgrading older boilers to more energy efficient models and 
installing modern heating controls 

• Replacing single glazed windows with double glazing in non-conservation 
areas and seeking a cost-effective solution to improve single glazed windows in 
conservation areas

VFM achievements – service costs

We welcome the HCA’s revised approach to regulating on VFM and will use their 
analysis to reinforce understanding of our unit costs and how they compare to 
others. The following analysis relates to our rented social housing and costs. 
Previous year figures have been restated to bring them in line with FRS102. 

Performance on satisfaction and other quality measures is described in the 
Annual Standards Report for residents and in the strategic report within the 
financial statements. 

We use Housemark to analyse our performance relative to peers in the Group of 15 
large London providers of social housing (G15). We also track our unit costs using 
published accounts. Key results are shown in Table C.
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Table C - VFM table for service costs

NHHT  
2016

NHHT  
2015

G15  
2015 average

G15 peer group  
2015 ranking

Housemark  
2015 ranking

Total operating cost per home £4,534 £5,226 £3,703 14 -

Maintenance cost per home – including capitalised repairs £2,405 £3,294 £2,509 11 -

Management cost per home £839 £820 £995 6 3

Service cost per home £317 £420 £434 8 -

Overheads as % of income 7.6% 6.5% - - 1

Overheads per home £505 £459 - - -

Current rent arrears 5.7% 5.18% - - -

Cash collection % 100.3% 100.50% - - -

Bad debts per home £29 £36 £43 10 -

Spend per home on new supply £6,728 £6,483 - - -

Total debt per home owned £47,746 £47,792 - - -

Capital commitment  % of fixed assets 13.1% 14.1% - - -

Table D - Trend on operating costs per home

Cost per home (£) 2012/13 2013/14 2014/15 2015/16 2016/17 Budget

Management 902 933 820 839 809

Routine maintenance 1,268 1,174 1,142 1,103 1,098

Major repairs 1,577 1,291 1,515 921 1,142

Planned maintenance 508 491 637 381 514

Bad debts 51 50 36 29 71

Total cost including capitalised repair 4,306 3,939 4,150 3,273 3,634

In response to the threats to our income streams from welfare reform, we have put a 
great deal of emphasis on cash collection. 

Total operating cost per home reduced by £692, more than reversing the increase of 
last year. There were reductions on most categories of spend, as anticipated in the 
budget for this year.

Maintenance costs showed the largest reductions. When capitalised repairs are 
included there is a fall from last year of £889. This is partly because of the new 
repairs contracts and contract management arrangements. It also benefited from 
lower activity in the earlier part of the year when we delayed placing orders for 
new work as we were implementing tighter controls, including a new electronic 
purchase order system.

Some of our costs remained high relative to our peers in the 2015 comparison, but the 
reductions in 2016 should have brought improvements in our ranking relative to peers. 

The budget for 2016/17 shows some increases on planned maintenance and major 
repairs from the very low level in the current year, but the overall trend continues 
downward. Our costs are also higher than others’ due to the nature of our stock. 
About 50% of our stock is in flat conversions within older properties (mostly Victorian) 
and this presents particular maintenance and asset management challenges.

Overhead costs increased this year. This was mainly caused by reclassification 
of costs following the creation of a new central team covering performance, 
resident involvement, policy and compliance. These costs were previously borne 
by businesses directly rather than treated as an overhead. We continue to have the 
lowest overhead cost of all members of the G15.

Table C shows operating costs per unit in total. We also track operating cost 
excluding service costs and depreciation but including capitalised repairs, which is 
shown in table D.  The downward trend on operating costs excluding service costs 
and depreciation but including capitalised repairs was restored this year and our 
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budget shows further reductions, with the exception of major repairs costs which, 
as already explained, were exceptionally low this year; planned maintenance 
where there is an element of catching up on the programme; and bad debts, 
which includes some prudence to allow for the impact of welfare reform.

The other businesses within the group compete in the wider market, so we control 
costs by setting financial performance targets rather than benchmarking. VFM is 
essential for them to compete in their respective markets.

Notting Hill Housing made contributions of £2.1m in 2015/16 in respect of its 
liabilities for past service deficits in the Social Housing Pension Scheme. These 
liabilities have been limited by closing the scheme to future accrual of benefits and 
will not be included in cost per unit in future years.

We have continued to be effective at treasury management. Although bond yields 
have continued to fall across the market in 2015/16, our last issue in February 2014 
remains the lowest spread issued by any own-name bond. We have concentrated on 
reducing the carry costs associated with undrawn loan facilities by cancelling some 
high margin facilities and have arranged new debt from Affordable Housing Finance 
with a margin well below the rates being quoted by market advisors for similar term 
bond or bank facilities.  We actively raise charitable donations, which are used to 
fund welfare for tenants in most need and other initiatives such as our Construction 
Training Initiative. We have a programme of recruiting and training volunteers, which 
helps support service delivery and assists the volunteers into paid work.

By ensuring that money is spent effectively, we maximise surpluses, which are used 
to build more affordable homes in London.

VFM plans

Operating costs are projected to fall in the coming year. Our business plans include 
unit cost reduction targets of 16% over the five years to 2021 in order to compensate 
for the annual loss of £20m in our rental income as a result of the cuts in social rent 
announced in the Government’s summer budget. The downward trend on historic 
costs shows that our devolved approach to cost reduction, which tasks individual 
businesses with delivering efficiency improvements, is working well and we will use 
this approach to deliver the planned savings rather than a centrally driven cost-
reduction campaign. This also means that we do not have a separate VFM plan as 
improvements are embedded in the plan for each business area.

One of the main challenges to achieving our objectives is welfare reform. We feel 
that our Altogether Better approach to housing management which emphasises a 

one-to-one relationship between the tenant and the housing officer will help deal 
with the changes in a way that best protects us all. We have invested in preparing 
both staff and customers for the changes. We will focus teams on income collection 
and helping customers to stay in credit or get out of debt as quickly as possible. We 
are closely monitoring the impact of welfare reforms and have found them to be 
less than we had anticipated. Indeed, our arrears have fallen over the year.

Procurement has in the past been carried out within each business unit. Our 
new central procurement team is adding expertise and improved processes for 
purchasing goods and services. In the last 12 months they have helped deliver 
£1.5m in benefits. Procurement consultancy budgets will be centralised in future in 
order to make the procurement process more effective and deliver further savings. 

We will improve VFM in our repairs and maintenance services following the 
implementation of the new framework and associated internal restructure, which 
brought together the delivery and management of our repairs and planned 
maintenance contractors. The new contract management structure has unified our 
technical professionals and created a centre of excellence that will be responsible 
for performance and will drive service improvement. This solution will promote 
successful partnership working and we will be exploring options to move to a joint 
legal entity to achieve more savings.

Data to back up our asset management activities has been significantly improved 
and we intend to continue this and use our electronic purchase order system to 
reinforce control of this major area of expenditure. We are also carrying out whole-
life costing reviews to inform decisions on whether to replace or repair and to 
reduce the maintenance cost of components in our new developments.

Several of our Transformation projects will improve efficiency and support the 
delivery of services, especially digital solutions for customers and staff. These 
include a New Ways of Working project using mobile working, which includes 
an enhanced telephony solution to help us work together more efficiently and 
optimise office space.

We have introduced a new subsidiary which will use gift aid from surplus-generating 
subsidiaries to acquire and develop homes without grant, giving greater freedom 
over levels of rent and how we use our assets to meet housing needs.

We will use our staff and resident VFM groups to help identify and deliver further 
savings and reinforce the VFM culture.
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Assurance gained by Board that Notting Hill Housing 

achieves VFM

The Board contains executive members as well as non-executive members 
who have expertise in finance, development and customer service. It considers 
performance reports and management accounts quarterly. The Board also approves 
strategies, which impact on VFM. Risk identification and control, including financial 
risks, is also a major consideration, including stress-testing of financial plans to 
assess the impact of significant changes in interest rates or the housing market.

There are regular Board working away-days at which VFM matters are considered 
and there are presentations to help familiarise members with the financial and 
VFM aspects of the business. The Board provides significant challenge to the VFM 
performance and plans of the executive team, particularly in better understanding 
drivers of the relatively high operating cost per home.

The work of the Board is supported by the five functional committees which 
all consider and influence relevant aspects of VFM. The five resident Local 
Scrutiny Panels provide challenge which is closer to the customer.  Although less 
strategic, this challenge is very important to influencing how we achieve VFM on a 
day-to-day basis.

Further information

Stakeholders can find more information on VFM at Notting Hill Housing on our 
website, www.nottinghillhousing.org.uk. This includes the VFM strategy and further 
detail within the financial statements, the corporate strategy and the Annual 
Standards Report.


