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Value for Money at  
Stonewater is about  
providing greater value 
from all that we do and to 
achieve more as a result of the 
decisions we take, so that we 
can deliver additional homes 
and enhanced services for our 
customers that will fulfil our 
vision ‘for everyone to have 
the opportunity to have a 
place they can call home’.
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We recognise that obtaining Value for Money (VfM) is a fundamental principle. As is shown  
in our self assessment, it lies at the heart of our policies, procedures and plans for the future.

The post-merger integration process we are going through, combined with the potential impact 
of the Summer Budget, bring fresh challenges for our VfM plans. We will continue to build on 
our achievements to date which include:

VfM governance 

  A skilled Board able to demonstrate that it has the skills 
required to lead integration and meet our legacy governance 
commitment

  Secure website access to board papers

Economies of scale  
and service improvements 

  Over £1.5m surpluses from the sale of first tranche shared 
ownership properties

  Over £250k savings by reducing the size of the executive 
group and over £100k of further savings with more changes 

  Over £234k savings last year on professional fees and the 
purchase of office equipment

  Over £35k per annum savings/increased earning for an 
integrated energy efficiency scheme

  Better web-based and contact centre information for 
residents, e.g. advice on mould and damp – over £7k per year

  In-house training to reduce costs and increase levels of 
participation

  Gearing ratios increasing, reflecting our ability to borrow funds

  Improve income recovery techniques using ‘nudge theory’

Better use of assets

  Stock rationalisation resulting in better use of assets and new 
developments

  385 homes built in 2014/15 including 69 shared ownership

  Rapid increase in the percentage of homes built without grant 

Affordable rent

 316
Shared ownership

69
Stonewater built  

385 homes 2014-2015

385

EXECUTIVE SUMMARY
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We are 
one

Background
Stonewater was formed by the merger of Jephson Housing 
Association Group and Raglan Housing in January 2015. We 
are one of the UK’s most significant social housing providers 
in terms of the properties we own, and geographic spread. 
Stonewater has around £160 million in turnover, £1.6 billion in 
assets, and manages 30,000 homes across England. This figure 
includes over 20,000 homes for rent plus shared ownership, 
leasehold, retirement living and supported housing.

Legacy Association - Jephson 
Housing Association Group (JHAG)
JHAG managed over 16,000 homes including general family 
housing, low-cost home ownership, housing for older people 
and housing for residents with support needs. Jephson Homes 
Housing Association, which was founded in 1970, was the parent 
organisation in the legacy group which also included Jephson 
Housing Association (JHA), founded in 1969, and Marches 
Housing Association (MHAL). Marches Housing Association was 
formed following the transfer of housing stock from Leominster 
District Council in 1994 and joined JHAG as a subsidiary in May 
1996. JHAG operated through five divisions, the North, East, 
Midlands, South and West and Marches, which operated in 
Herefordshire and Worcestershire.

ABOUT STONEWATER 

Our Values
Ethical 
Ambitious 
Passionate 
Agile 
Commercial

Our Mission
To offer quality 
homes and 
services for 
people whose 
needs are not 
met by the 
open market.

Our Vision 
For everyone 
to have the 
opportunity to 
have a place 
they can call 
home.

Stonewater’s Vision, Mission and Values

Legacy Association - Raglan Housing  
Raglan Housing owned and managed around 13,000 affordable 
low cost homes in almost 100 local authority areas. The main 
focus was general needs accommodation along with a wide 
range of supported and specialist services. In the main, Raglan 
grew organically and operated over a wide geographical area. 
The country was divided into three regions: the South West, the 
Midlands and East and the South East.

Subsidiary companies
As at 31 March 2015 Stonewater Limited had four registered 
provider subsidiaries: 

Stonewater (2) Limited (formerly Jephson Homes HA Limited)  
and its two subsidiaries Stonewater (3) Limited (formerly  
Jephson HA Limited) and Stonewater (4) Limited (formerly  
Marches HA Limited); and Stonewater (5) Limited (formerly  
Raglan Homes Limited)
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2014/2015 has been a significant year for us as our legacy 
organisations, JHAG and Raglan Housing, merged in 
January 2015 to become Stonewater. 
George Blunden, Stonewater Chair said: “The merger has created a dynamic new 
organisation, delivering meaningful benefits for residents, employees, the business and 
our working partners”.

2014/15 has certainly been a transitional period for us, setting the foundations for a 
successful merger and creating a provider that has an ambition and a responsibility to 
think big. 

The 2015 Summer Budget has significantly altered the context in which we created our 
merger plans. As with all housing associations, we now face a far more challenging 
operating environment. We are now devising plans which reflect the potential negative 
impact of welfare reforms which may make income recovery more difficult, and the 
significant reduction in our rental income stream for the next four years announced in the 
Summer Budget. We have already built into our Business Plan the scope to model sales 
under the expected Right-to-Buy; we are currently assessing the potential scale of its 
impact, but we do not expect that it will be significant.

The plans set out in this self-assessment are also subject to review in response to the 
Summer Budget.

Our legacy organisations have long had ambitions for growth to reduce their cost base. 
Raglan Housing had a specific growth strategy to increase its size to over 15,000 units 
and this was coupled with a stock rationalisation programme. The natural synergy of 
JHAG and Raglan’s geography and core businesses’ approach led the organisations to 
identify the potential cost-benefits of a merger. The key drivers for the merger were to: 

  Create a cost-effective organisation that is financially sound and able to deliver 
improved services and additional new homes 

  Combine lower operating costs with customer satisfaction to equal that of the highest 
of the founding organisations

  Build a greater number of affordable homes than either would otherwise be able to 
deliver as separate organisations

  Bring together the best way of doing things from both organisations, and improve the 
quality and reach of future services.

Building on the expertise of both organisations, the Board developed a strategy and 
approach to VfM to underpin the delivery of the business case. The implications of 
the recent Summer Budget now require us to review these plans in order to design 
and agree our 2015/2016 Budget by the end of October 2015. The core content of this 
document is a reflection on our performance in 2014/15 and how this will influence our 
future approach to ensure greater VfM.

The merger has created a 
dynamic new organisation, 
delivering meaningful 
benefits for residents, 
employees, the business 
and our working partners.

George Blunden
Chairman

INTRODUCTION
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OUR VALUE FOR MONEY VISION

Doing the  
right things

Doing things 
economically

Maximising 
the return 

from our staff

Maximising 
the return 
from our 

assets

Achieving 
outcomes that 
are right and 
sustainable

Stonewater’s current vision for VfM is a holistic and customer-focused one that will: 
“Deliver quality services to our customers and work with our stakeholders in a way 
that is innovative, cost effective and maximises the return on our investments”.

Our Strategic Plan 2015/16 sets out five tests to be applied 
to our activity in future:

Adhering to these principles is more critical than ever in the new 
financial environment in order to ensure that we can maximise  
our return on investment and VfM.

VfM underpinned both JHAG and Raglan operating plans.  
Their promises and deliverables can be found in the legacy  
VfM Promises. 

Our performance against these promises during 14/15 
is highlighted throughout this document to show:

 PROGRESS MADE    

 PROGRESS HALTED 

PROGRESS PAUSED AND REVIVED POST MERGER 

However, it is important that Stonewater does not simply continue 
the work of JHAG and Raglan. We have extensively reviewed our 
legacy promises against VfM, and aim to maximise our capacity and 
better utilise our assets to meet the needs of existing and future 
customers at Stonewater. A further review is currently underway, 
we are modelling our post-merger financial assumptions to 
plan how we can best meet the two key promises of our merger 
business case which are:

  Provision of new homes

  New and improved services for customers

The outcome of this review will be published.

Stonewater Strategic Plan 
Our first Strategic Plan 2015-20 sets out themes to direct our 
corporate objectives within a context of the challenges we face as 
a housing sector, from the affordability gap across all tenures of 
housing to Welfare Reform and cuts in public expenditure.

https://www.stonewater.org/about-us/value-for-money/
https://www.stonewater.org/about-us/strategic-plan-2015-2020/
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Our current VfM strategy for Stonewater is designed to demonstrate annual savings over 
the first five years, focusing on the early years of the merger and integration. A target of 
9.2% of operating costs is proposed by year five. 
The integration of Stonewater was forecast to generate £38m of savings over ten years and, after implementation costs, to create annual 
savings of £5.9m. 

The strategy was not limited to delivering the benefits of the merger; other targets included in the strategy were:

Additional VfM

 Year 1

2015/16  Year 2  Year 3  Year 4  Year 5  5 years cuml 

 £'000  £'000  £'000  £'000  £'000  £'000 

Reduce the number of offices  - - - - 500  500

Repairs calls handled by the contractor - - 322 322 322 966

Maximise the recovery of VAT 100 100 100 100 100 500

Duplicated Treasury advice 75 75 75 75 75 375

20:20 challenge - - - 100 100 200

Treasury strategy review of borrowing - 40 40 40 40 160

E-learning efficiency - 23 23 23 23 92

BACS processing improved efficiency - 15 15 15 15 60

Improved securitisation for funding - 10 10 10 10 40

Online recruitment - 10 10 10 10 40

New terms and conditions - 931 931 931 931 3,724

Total 175 1,204 1,526 1,626 2,126 6,657

Post-Summer Budget projections 0 2,920 5,850 7,250 7,260 23,280

OUR VALUE FOR MONEY STRATEGY

A TARGET OF

9.2% 
OF OPERATING  
COSTS  
IS PROPOSED  
BY YEAR FIVE
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OUR VALUE FOR MONEY GOVERNANCE

Our Board provides overall strategic 
direction and ensures that the organisation 
is meeting its aims and objectives. 
Members are continuing to identify ways to 
drive down costs and improve services 
through a robust programme of 
transformation and change, informed by an 
effective benchmarking process. Board 
Members have identified achievement of 
the VfM gains from the merger as a key 
target for themselves in 2015/16. 
The Board continues to demonstrate it has the skills required to 
lead integration and meet our legacy governance commitment.

 PROGRESS MADE

At an operational level, the finance committee monitors delivery 
of the strategy and action plan, as well as maintaining strict 
oversight of budget and treasury management. 

Shortly after the merger, Board Members and the Executive 
Director Group participated in an externally facilitated VfM 
workshop to develop a common approach for the future. This 
included demonstrating social value and customer satisfaction.

Responsibilities 
The Board is responsible for governance and strategy, the 
Executive Director Group is responsible for quality of delivery. 
The Board has delegated the detailed governance oversight 
of VfM to the Finance Committee, whose terms of reference 
include:

  Development of a VfM strategy and oversight  
of its implementation

  Identification of  VfM targets and monitoring  
of progress towards achieving these

Our stakeholders  
We recognise that VfM is important for all our stakeholders;

Delivering new 
homes

Maintaining 
financial viability

Delivering high 
quality services 
effectively

  Government

  Local authorities

  Customers

  Regulator

  Local authorities

  Customers

  Regulator

  Lenders

  Colleagues

  Customers

  Local authorities

  Regulator

Our Resident Scrutiny Panel 
In addition to our governance arrangements, we have a Resident 
Scrutiny Panel which has the power to hold Stonewater to account 
for its decisions, services, direction and style.

The legacy JHAG scrutiny panel planned to consider local offers, 
repairs, compensation claims and the code of conduct for 
contractors. This last review has been carried out with others 
paused pending merger. 

 PROGRESS PAUSED AND REVIVED POST MERGER 

The resident panels of the legacy organisations considered VfM  
as part of all scrutiny reviews.

The Jephson scrutiny panel achieved the Customer Scrutiny 
Inspection Award – ‘Most Inspiring Newcomers’ for their work.

Stonewater Resident Scrutiny Panel
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Our Staff 
Our VfM aim is to maximise the return from our staff. People are 
one of our most important assets, and we aim to maintain an 
effective, inclusive and supportive working environment for all 
members of our team. 

This year we have undertaken external research and aligned 
our employment terms and conditions to the market, ensuring a 
competitive offering which represents VfM. 

A new integrated performance management system is used to 
provide regular reports to the Executive Director Group, Committee 
Members and Board on performance against key performance 
indicators. We invested a total of £531k across the group to support 
staff to successfully meet our strategic objectives. 

Our approach to performance development is designed to directly 
align the achievement of each employee’s personal targets against 
our strategic objectives. This ensures that we get optimum VfM 
because everyone has an understanding of how they contribute to 
achieving the Business Plan. This is linked to our reward strategy 
ensuring that our staff resource is maximised.

JHAG identified that staff satisfaction may fall during the merger and 
its target for 14/15 was to retain top quartile level. The satisfaction 
was at 88% but it has fallen.

 PROGRESS HALTED 

To ensure staff are kept fully informed we have several 
mechanisms in place including monthly team briefings at every 
office and an interactive new intranet called Our Community. 

In line with our Strategic Objectives to encourage a highly 
motivated and engaged workforce we have a dedicated 
Communications Team who are working with the Executive 
Director Group and Committees to improve staff satisfaction and 
well-being through an Internal Communications Strategy. 

OUR VALUE FOR MONEY GOVERNANCE
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OUR RECENT MERGER

Our business case for the merger was 
based on the benefits of being able to do 
what we do now at lower cost without 
compromising service:  

  £5.8m efficiencies from year five

   Building more affordable homes for rent than we could 
separately: 1,272 over 10 years plus 410 homes funded through 
internal stock transfers

  Bringing together best practice and improving our reach in 
delivering further services.

At the start of the 2014/15 year JHAG and Raglan Housing were still 
separate organisations with an initial increase in costs as a result 
of severance payments, new IT systems and lenders’ consents as 
outlined in the table below. Total operating costs in 2014/15 were 
£102 million, with merger related costs of £1.95m. This profile has 
now been remodelled and in October 2015 the Board will agree 
new ten-year savings projections.

The merger has required intense resource input; however this 
transitional phase is scheduled to deliver the merger business case 
promises and to transform to business as usual from April 2016 
with plans to incorporate the financial assumptions of the post-
Summer Budget 2015 environment.

Summary of costs and savings

45,000

40,000

35,000

30,000

25,000

20,000

15,000

10,000

5,000

0

-5,000

-10,000
1 52 63 7 94 8 10

Years

£’000

Summary of costs and savings at merger

 Year 1

2015/16  Year 2  Year 3  Year 4  Year 5  5 years cuml  10 years cuml 

 £'000  £'000  £'000  £'000  £'000  £'000  £'000 

Savings        

Staffing 252 503 1,922 3,340 3,340 9,358 26,060

Procurement - 1,330 1,330 1,330 2,180 6,170 17,070

Costs

IT costs (500) (1,000) (500) 410 410 (1,180) 870

Loan refinancing (326) (102) (90) (78) (176) (772) (1,402)

Severance payments (1,065) (1,413) (348) - - (2,825) (2,825)

Other costs (450) (250) (250) (250) - (1,200) (1,200)

Net position (2,090) (932) 2,065 4,752 5,754 9,550 38,573

Cumulative (2,090) (3,021) (957) 3,796 9,550 - -
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Merger benefit case studies

OUR RECENT MERGER

JHAG had a target to secure more procurement benefits. Activity 
was paused in both legacy organisations in order to maximise 
future likely benefits of scale following the merger. We now have 
a specialist procurement team and a five-year plan which has 
identified £6.2m of potential savings.

Savings last year included £92k on professional fees, £143k on the 
purchase of office equipment and ongoing benefits from long-term 
contracts for cyclical and responsive repairs. 

This meets our legacy commitment to benefit from economies of 
scale through merger.

 PROGRESS MADE

We put in place plans to streamline the executive director group 
from 13 to 10 giving a saving of £252k as projected in our merger 
savings business case. 

We have improved information on our website, in our contact centre 
script and for mail out about managing mould and damp. This has 
reduced demand for surveys by 70%, saving survey time and cost 
of £7k per annum, with additional savings on call handling and 
postage: achieving the right outcomes.

The learning strategy of Stonewater is to bring training modules 
in-house, extending e-learning/social learning, and developing 
staff to share knowledge and facilitate learning programmes. 
The strategy will ensure staff development reflects how people 
learn (10% through traditional training, 70% through work-
based experiential learning, and 20% through social learning) 
and is representative of the high performing organisational 
culture we are trying to achieve. It has two VfM advantages: 
firstly reducing external spend on training suppliers and, 
secondly, the learning and development of staff will be designed 
specifically to achieve improved performance to deliver 
Stonewater business objectives. Our training cost per head 
was £695, which is lower than the average as published by 
the Institute of Personnel Development (IPD); as an example, 
the cost per head in the NHS is £1.2k and, in the construction 
industry, £1.5k per head. Our average training participation was 
3.41 days per person against the IPD average which is 2.9 days 
per person: maximising the return from our staff.

We have developed a digital platform for our homes sales. The first 
phase is now complete with all applications being made online. 
When completed, the total project will enable all data from the 
applications to be extracted, freeing staff time for other activities: 
doing things economically.

5  YEAR  
PLAN

HAS IDENTIFIED

£6.2m 
OF POTENTIAL SAVINGS

SAVINGS 2015
£92k 
PROFESSIONAL FEES

£143k
OFFICE EQUIPMENT  
& LONG-TERM CONTRACTS

THIS MEETS OUR LEGACY 
COMMITMENT TO BENEFIT 

FROM ECONOMIES OF 
SCALE THROUGH MERGER

DIGITAL PLATFORM 
FIRST PHASE IS NOW COMPLETE 
WITH ALL APPLICATIONS 
BEING MADE ONLINE

£695
TRAINING COST PER HEAD
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Stonewater’s approach  
to asset management 
Our Asset Management Strategy is led by Stonewater’s mission 
to offer quality homes and services for people whose needs are not 
met by the open market.

At the end of March 2015 our rented stock comprised over 25,000 
homes. It is diverse by geographically and age. The majority of 
properties are less than thirty years old, reflecting the origins 
and growth of the principal founding associations. The exceptions 
are the former local authority stock from Marches, the charitable 
bequests within the Astra/Raglan merger and some of properties 
acquired through schemes such as the 1990s Existing Satisfactory 
Properties initiative.

Our asset management vision is that “property assets will be fit 
for purpose for the current and future needs of our business and 
customers. These will be proactively managed throughout their 
lifecycle, providing VfM and supporting the broader objectives of 
Stonewater.”

Our property assets provide the security and revenue on which our 
development programme depends. It is therefore vital that these 
assets are protected, sustained and worked hard to maximise the 
return on capital or investment. We have continued to refine our 
approach to improving asset value, building on the strategies and 
tools developed by Raglan. 

We continue established programmes for actively disposing of 
older properties on the open market. Larger properties in multiple 
occupation, where decanting is prohibitive due to time and costs, 
are bundled in trade sales. Surpluses generated from sales  
(£6.8m) have been reinvested directly in 136 new homes.

Bedsits in sheltered accommodation are converted into larger flats, 
or where impractical we have projects to change client groups, 
redevelop, or dispose of the properties. A review of the Stonewater 
retirement living estate, comprising some 80 schemes and 1,800 
units is due to complete in March 2016.

South

West

East
& North

Type Number

House 12,373

Bungalow 1,105

Flat 11,070

Guest Flat 4

Maisonette 113

Bedsit 694

Hostel Bedspace 222

Other 1

Grand total 25,582

 
RETURN ON INVESTMENT 

…property assets will be fit for purpose for 
the current and future needs of our business 
and customers. These will be proactively 
managed throughout their lifecycle, 
providing value for money and supporting 
the broader objectives of Stonewater.

Rented Stock

https://www.stonewater.org/about-us/value-for-money/asset-management-strategy/
https://www.stonewater.org/about-us/value-for-money/stock-location-map/
https://www.stonewater.org/about-us/value-for-money/asset-development-policy/
https://www.stonewater.org/about-us/value-for-money/stock-location-map/
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Stonewater tools 
This year we have developed our own asset assessment tool to calculate the Net Present 
Value (NPV) of housing stock at an individual scheme/property level. NPV compares rental 
income with management and maintenance costs of the property, discounted back to a 
current value. It is a standard industry approach.
Our asset management tool supports judgements made about stock selected for disposal due to high costs (depressing portfolio security 
value) or open-market windfall return on arising voids. It has enabled us to forecast potential yields on trade sales driven by our strategic/
geographical rationalisation strategy. It enables us to gauge progress on improving the overall value of our portfolio. 

The AVAT (Asset Value Analysis Tool) has been expanded to embrace the JHAG legacy businesses, with work ongoing to clean and refine 
this data. It is extremely useful for the development of our comprehensive Asset Register.

Example

Operating at macro and micro levels, it informs 
strategies and individual property or scheme 
appraisals. It incorporates the open market 
value of each scheme, the current rental 
value and the open market rental value, which 
facilitates options appraisals. Standard Existing 
Use Value (EUV) is shown as NPV while our 
EUV-SH (social housing) reflects the residual 
asset value common to trading valuations. 

The tool includes grant levels and links to book 
values, as well as section 106 agreements/
restrictive covenants. 

New-build development appraisals now 
include an EUV calculation so that we can 
compare the relative value of replacement 
properties.

We used the asset assessment tool to compare 
the 35-year investment profiles, for a block of 
flats in Llewellyn Road, Kington, Herefordshire. 
The scenarios modelled included full 
refurbishment, partial refurbishment, 
demolition and redevelopment, and demolition 
and site disposal. The most financially 
beneficial option was partial refurbishment.

Our preliminary modelling shows the overall 
impact of the Summer Budget running at 
around 20% after adjusting income streams 
but before altering costs. Savills is validating 
the modelling.

RETURN ON INVESTMENT 
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Stonewater tools – future use 
A spin off from the AVAT, the Asset Assessment Tool (similar 
to a development appraisal tool) is being tested so that we 
can develop standard costing assumptions to consolidate the 
data into a single model. It will be a critical part of our option 
appraisal model and, in tandem with the AVAT, will enable us  
to develop:

  Prioritised programmes of high-value properties for open 
market disposal

  Prioritised programmes of low value properties for disposal 
to other RPs

  Prioritised and costed lists of properties to potentially convert 
to 80% of market rent

  Prioritised programmes of properties for redevelopment/
reconfiguration.

We are able to calculate and measure the improvement in NPV 
of each planned action, and will be able to set realistic targets 
for improving the NPV of the Stonewater stock.

Stonewater targets 
Our current Strategic Plan includes the following targets:

  100 disposals in 2015/16

  125 disposals pa for the subsequent four years

We are assessing the impact of the four-year rent reductions on 
asset values and business plan assumptions. We are reviewing 
our asset investment programme to maximise the benefit and 
reduce the impact of the reforms. 

Social return on investment (SROI)
We have a strategic objective to agree an approach to SROI by 
September 2016. We have decided to adopt the HACT (Housing 
Associations Charitable Trust) methodology. This will inform 
operational decisions in the future and help us to demonstrate 
the additional value we generate. 

RETURN ON INVESTMENT 
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Sustainability 
We intend to improve the average SAP rating of our homes to 72 
(compared to an upper quartile benchmark of 70.98 and a UK 
national average of 57).

At 31 March 2015 the average SAP rating of Stonewater properties 
was 71.23. This year we are prioritising the lowest performing stock 
and within the next three years, it is our aim, for no property to have 
a SAP below 55. 

The strategy is devised to help alleviate fuel poverty, one of the 
principal challenges to our residents. It also offers long term 
asset value, contributing to the sustainability of our stock. There 
are still opportunities to lever in subsidies, reducing capital and 
maintenance costs, and we are also exploring the potential of “off 
balance sheet” funding arrangements. Our annual programmes 
for heating replacement and insulation exceed £7m or 35% of our 
capital budget. 
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Sustainability example  
We have recently completed our first integrated energy efficiency 
scheme in Kent. This involved the replacement of old and inefficient 
electric heating and hot water installations with a new “wet” 
radiator system powered by a central biomass-fuelled boiler 
through a new district heating installation. 

This offers much greater comfort, control and efficiency savings 
to the residents. The project also involved the installation of a 
roof-mounted solar photovoltaic system which generates sufficient 
electricity to power the newly installed LED lighting system in the 
common areas. 

The new installation will generate annual savings of £15.8k in fuel 
costs, and will generate 39,828 Kwh of electricity annually, earning 
£20.4k pa through feed-in-tariffs and the renewable heat initiative. 

This project, which cost £464.3k, was fully funded by Stonewater, 
and it was completed ahead of programme, with the works taking 
place outside the heating season for the residents’ convenience. It 
has highlighted the costs and benefits of utilising new technologies, 
and will inform the development of our Energy Strategy. 

 PROGRESS MADE

RETURN ON INVESTMENT 

£15.8k
ANNUAL SAVINGS IN FUEL COSTS

£20.4k
EARNING THROUGH  
FEED-IN TARIFFS AND 

RENEWABLE HEAT  
INITIATIVE

39,828Kwh
ELECTRICITY GENERATED  

ANUALLY
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Our VfM framework principle, ‘achieving the right outcomes’, looks at how we self-assess 
business effectiveness and measure how successful we have been in achieving VfM. We do 
this by using benchmarking data on costs and quality to compare our performance with 
other organisations within the sector and seek additional opportunities to benchmark 
outside the sector where appropriate to do so.

Key financial ratios
We use the HCA Global Accounts Report and HouseMark to compare 
the cost of delivering our service with other providers. The following 
table below shows the performance of Stonewater for 2014/15 and 
a consolidated position for the Jephson and Raglan groups for prior 
years compared to the latest available Global Accounts for 2013/14. 

In support of our VfM Strategy principle  – maximising the return 
on assets and our strategic objective under Growth and Influence: 
“To have an ambitious development programme”, we have met 
our legacy commitment to strengthen our treasury management 
and financial position so as to continue to develop new homes 
without grant.

The operating margin on social housing letting decreased from 
36.3% to 34.8% mainly due to higher costs which included the 
one-off merger related cost. Sales of the first tranches of shared 
ownership properties showed a surplus of £1.6m (2014, £2m).

 PROGRESS MADE

Stonewater is below the global average for interest cover because 
of particularly high component spending in Raglan in 2014/15. On 
other interest cover measures based on overall surplus (including 
surplus on asset sales) we would be average or above. Just based 
on social housing lettings we would be below average. Our gearing 
is similar to the global average, but increasing, reflecting our ability 
to borrow funds. 

 PROGRESS MADE

“Achieving VfM in all that we do” is one of our Business Excellence 
strategic objectives. By December 2017, through more efficient and 
effective management structures, supported with digitalisation and 
an effective asset management strategy, annual operating costs 
will have been reduced by £5.8m as a result of the merger. Forecast 
expenditure and component replacement is based on stock condition 
surveys. As the surveys are updated, there will be greater precision. 

Our current plans are that, as a result of new development and stock 
rationalisation, the number of housing properties owned and managed 
will increase by 13% from March 2015 to 2025, net of disposals.

 PROGRESS MADE

In support of our VfM strategy principle, doing things economically, we 
have a rigorous budget-setting process that ensures the appropriate 
level of resources is allocated to business priorities. The budgeted 
surplus for 2015/16 is £17.4m with the outcome of these assumptions 
is that surpluses would increase to £24.5m by 2020. Remodelling our 
financial ratios in light of the recent budget will result in new projections. 

Merger costs of £1.9m incurred in the year 2014/15 accounted for 
our management cost per unit increasing to £739. However, if this 
had been eliminated from the calculation for 2014/15, the cost per 
unit would have been £703. 

The amount of major repairs undertaken varies year on year 
according to the requirements identified in stock condition surveys. 
The total major repairs cost per unit increased substantially for 
the year 2014/15 due to the investment of £24m components 
which were capitalised compared to £17m in 2013/14. Forecast 
expenditure and component replacement is based on stock 
condition surveys. Once we have up-to-date stock condition 
information, we will be able to develop more precise budgets. 

 Stonewater Global Accounts
Key Financial Ratios 2015/16 2013/14 2012/13 2013/14 2012/13

Operating margin 31% 32% 31% 26% 26%

Management Cost per unit £769 £625 £583 £990 £952

Routine and planned maintenance cost per unit £1,042 £1,155 £997 £1,015 £992

Total major repairs cost per unit (revenue & capital) £1,039 £689 £858 £913 £989

Gearing (adjusted net leverage) 46% 43% 41% 39% 41%

Interest cover (EBITDA MRI) 130% 163% 162% 154% 138%

COST AND PERFORMANCE
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Our resources 
Stonewater is focused on its core activities of providing social and 
affordable housing which produce the majority of resources. This 
gives Stonewater a low-risk profile which is reflected in our credit 
rating and facilitates the raising of development funding. 

Where our resources  
came from 2012 to 2015
Rents are the major contributor to our income stream. We have 
protected this stream by managing our income collection efficiently 
and effectively. We have used customer profiling to target advice 
about welfare reform and invested in specialist financial inclusion 
officers and rent advisors trained in welfare reform to manage the 
impact of risk to our income stream.

Our Strategic Plan demonstrates that our development and stock 
disposal programmes will continue to contribute to our strong 
income stream.

Access to funding from the legacy Raglan bond structure has 
been extended following the merger so that funds are available to 
three out of the five Stonewater associations. This means that the 
financial strength of the group as a whole can be utilised to access 
funding for the business plan.

Moody’s Investor Services have confirmed their A1 rating. In March 
2015 £86.3m of long-term funding was raised at an average rate of 
3.17% from a tap of the bond and the AHF government guarantee 
programmed. A high level of cash and committed facilities makes 
it possible to enter into long-term development commitments and 
makes the development process more efficient.

A further £80m of funding is available at short notice by sale of new 
retained bonds. While accessing these funds is subject to market 
condition, they should be available quickly to respond to new 
opportunities which arise or, alternatively, enable us to refinance 
existing borrowings to facilitate the integration of the group.

How each £1 of rent is used
The charts opposite show how each £1 of rent was spent on 
services and invested in new and existing properties over a period 
of three years. Across the group, with the exception of management 
costs (including merger costs incurred of £1.95m), the amounts 
spent on the various areas have been consistent. The business case 
for merger highlighted that significant savings would be achieved 
in staffing costs; realisation of these savings will be monitored 
as the restructure progresses and is reflected in a reduction in 
management costs in future years.

Where our resources came from 2012 to 2015
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COST AND PERFORMANCE

Current asset property sales £4.52m

Other income £0.34m

Other social housing activities £1.94m

Non social housing activities £2.11m

Income from rents £115.75m

Income from services £13.78m

Current asset property sales £9.56m

Other income £1.78m

Other social housing activities £0.81m

Non social housing activities £2.62m

Income from rents £125.07m

Income from services £12.72m

2013/14

Current asset property sales £7.91m

Other income £0.26m

Other social housing activities £2.95m

Non social housing activities £0.00

Income from rents £129.46m

Income from services £15.38m

2014/15
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Development 
Our development activity is strong. We have started to deliver a 
significant development programme in line with our affordable 
homes target, continuing our work as a preferred partner of the 
HCA. During 2014/15 385 homes were built: 316 for rent and 69 
for shared ownership. 

 PROGRESS MADE

We started 811 homes on site in 2014/15, representing a strong 
forward programme. This included 499 accelerated starts under 
the 2015/18 AHP programme to 31/03/15, bringing in over £3m of 
accelerated grant payments - 447 of those 811 are to be delivered 
without grant.

We had 100% success for all bids put to the HCA for funding. The 
original grant allocation under the HCA 11-15 programme was 
£7.4m to deliver 552 new homes. We delivered an additional 77 
homes with £1m additional grant funding.

The table below shows how, through nil grant s.106 sites and 
through developments supplemented by self-funded and local 
authority funded programmes, we increased the number and  
the proportion of new homes without grant. 

 PROGRESS MADE

We have a strong forward pipeline of development which is a mixture 
of land-led and developer-led (s106) schemes. We are exploring ways 
of minimising the impact of the Summer Budget on our development 
capacity and maximising the number of new homes we build. 
The proposed rent reduction altered the viability of some of these 
schemes and, where homes are delivered via planning agreements 
(s106), we are working with our developer partners to reduce the cost 
of delivering these homes. 

We are also exploring the possibility of varying the tenure mix on 
some schemes to enhance their financial viability and enable us to 
deliver more. This may include an increased proportion of shared 
ownership homes which have lower long-term debt finance. We are 
also exploring reducing the cost of new homes in ways which do not 
increase long-term maintenance costs. 

We are working to forge strategic alliances with developers and 
save consultants fees through standard forms of contract.

We are putting in place a revised Growth Strategy aligned to the 
emerging Strategic Plan. It is likely to include an enhanced appetite 
for open-market homes for rent and sale procured through joint 
venture partnerships where we will be sharing with our contractor 
partners the risk and reward of developing in the open market. 
We will do this in a proportionate manner, but will use surpluses 
generated through this activity to support our core business of 
building new affordable homes.

Percentage of units completed without grant
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At March 31st 2015, we were in contract to build 1070 homes

COST AND PERFORMANCE
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Benchmarking
We undertake robust benchmarking with nine comparable housing 
association groups with a similar stock size. These are:

Amicus Horizon The Hyde Group

Guinness Northern Counties Riverside Housing Group

WM Housing Group Southern Housing Group

Orbit Group Affinity Sutton

Circle

The chart below shows that in 2014/15 we had the third highest 
operating margin (31%) within our peer group of housing 
associations, a reflection of low costs, which gives us capacity to 
provide additional housing.

We have set ambitious targets for 2015/16 for both operational and 
customer satisfaction key performance indicators based on an 
assessment of the highest-performing founding association within 
the group, and actual performance achieved in 2013/14. This is 
monitored through regular quarterly performance reporting against 
top quartile performance to board and operations committees.
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Service delivery
Cost and quality performance against our peers was used to form 
part of the business case for the merger, with HouseMark providing 
the benchmarking. 

The results of our most recent benchmarking, using the year 
2013/14 for Stonewater as a consolidated JHAG and Raglan 
Housing scenario, are summarised in our HouseMark VfM 
benchmarking report across a number of key business areas.  

The 2013/14 benchmarking report demonstrates our 
performance against our peers. Our results are shown in summary 
on the HouseMark dashboard across a number of key areas:

We are working to finalise our 2014/15 benchmarking position.  
There will be an update on our website. A number of our activities 
were assessed as comparatively high performance and high cost.  
One of the drivers behind our merger was our intention to reduce 
our operating costs while maintaining the highest customer 
satisfaction levels of our founding organisations.

An area of service delivery which shows as both high cost and 
poor performance is our anti-social behaviour service (ASB). This 
reflects Raglan’s legacy definition of cases being different from 
HouseMark’s. Significant improvements in the management of 
ASB were made by Raglan during 2014/15 and the HouseMark 
accreditation achieved in December 2014 recognised our progress. 

Due to our customer insight programme being paused pending 
merger, we are unable to track customer satisfaction with the 
outcome of our ASB actions. However we are confident that the 
consistent application of the good practice adopted during the 
accreditation process, along with an integrated IT system, will 
enable further improvements. A project plan has been approved to 
bring about these improvements over the next two years.  

Our lettings activity showed that we had good performance at low 
cost while other aspects of our property management process 
(points 1 and 6 above) show good performance but at a high cost.

Value for money
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High cost

Good performance

High cost

Poor performance

Low cost
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Low cost
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Benchmarking

1 Responsive repairs and void works

2 Rent arrears and collection

3 Anti-social behaviour

4 Major works and cyclical maintenance

5 Lettings

6 Tenancy management

7 Resident involvement

8 Estate services

COST AND PERFORMANCE

https://www.stonewater.org/about-us/value-for-money/stonewater-group-2014-new-core-benchmarking-report/
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The re-let target for 2015/2016 performance is 27 days with top quartile 21 days

KPI HA 1
(22,286)

Stonewater
(30,902)

HA 2
(22,510)

HA 3
(23,811)

HA 4
(29,979)

HA 5
(31,392)

HA 6
(51,016)

HA 7
(45,355)

HA 8
(44,801)

HA 9
(20,164)

Average  
Re-let times Q1 Q3 Q1 Q2 Q1 Q4 Q4 Q2 Q3 Q4
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Service delivery continued
The graph below shows how there was inconsistency across the 
legacy organisations for re-let times in 2013/14; this has continued in 
2014/15 ranging from 17 days in Stonewater (2) Limited to 42 days in 
Stonewater Limited. This has resulted in the overall performance of 
Stonewater being outside the top quartile.
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COST AND PERFORMANCE

Void loss
Void losses at the end of 2015 were lower than at any quarter 
during the year and each division achieved top quartile 
performance.

The target for 2015/2016 for void loss is 1% of total rent. Top quartile 
is 1.02% (this excluded void properties which were unavailable to let).

A project group is working to improve void turnaround times across 
Stonewater. The group includes staff from the legacy organisations, 
from allocations and lettings specialists, generalists, assets, 
divisions and IT and is chaired by one of our regional directors. 

The project group’s purpose has been to establish the reasons 
for performance differences across teams, and identify areas of 
good practice. Initial research to determine the current standard, 
volume, costs, staff resources, process and classifications for 
performance reporting has been undertaken. The group will make 
recommendations to improve and standardise processes across 
the business. 
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We are ensuring our classification of voids is consistent across 
Stonewater and that it meets the HouseMark and CORE 
classification. Good practice is being identified and used to amend 
the process.

Despite the work involved in the merger, our front-line team have 
worked tirelessly to maintain high performance, adopting a “firm 
but still fair” method of income collection and, as a result, our gross 
arrears compare well with our peers.
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Gross arrears %
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Gross arrears year end comparison 
The HouseMark assessment of income recovery was ‘Good 
Performance and High Cost’. By supporting customers faced 
with the impact of welfare reform we have achieved top quartile 
performance of 3.27% gross arrears for our peer group in March 
2015. Once this is adjusted for outstanding housing benefit 
payments, this falls to just over 2%. This is higher than previously 
reported by JHAG, but demonstrates our continued focus on core 
business during the merger period: doing the right thing.

A project is currently running to align income management 
processes across the business to improve effectiveness and 
efficiency, capitalising on the benefits of a common IT platform.  
The aim here is to maintain high performance while reducing 
recovery costs. Top quartile is 3.75%; the target for Stonewater 
for 15/16 is 3.3%.

Our HouseMark assessment identified resident involvement 
as good performance and high cost. A new strategy has been 
developed, focussing on a reduced range of activities which 
clearly support our strategic plan outcomes: achieving the right 
outcomes.

Responsive Repairs 
HouseMark showed that our responsive repairs process showed 
good performance but high cost. There was an upward trend in 
responsive repairs satisfaction throughout the year, with the overall 
average for 2014/2015 being 85%. The pie chart below shows that 
68% of those surveyed were ‘very satisfied’ with a further 17% 
reporting that they were ‘satisfied’. 10% of respondents reported 
dissatisfaction with their repair.

Resident satisfaction improved as a result of a number of initiatives:

  We continued a programme of script and process reviews in 
our customer contact centre. This improved our responses 
to common requests and, working with our contractors, we 
improved how we manage customer expectations from the first 
point of contact

  We also benefitted from our strategy of moving away from 
setting ambitious response times and, instead, empowering our 
contractors to agree a response directly with the customer. This is 
more efficient and effective and improves customer experience

  We have also used routine reports highlighting those customers 
who were dissatisfied and these cases are investigated and 
outcomes addressed with contractors

The challenge will be to maintain improving customer satisfaction 
levels while reducing cost.

Overall satisfaction with Responsive Repairs

Dissatisfied 5%

Neither 5%

Very dissatisfied 5%

Very satisfied 68%
Satisfied 17%

COST AND PERFORMANCE
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Our target is top quartile, which is the level of the highest 
performing founding HA on this measure. The JHAG 2013/14 self-
assessment said that the figure needed to be improved.  

COST AND PERFORMANCE

Customer Service 
Key Performance 
Indicator

Association Top  
Quartile 

Target 
2014/15

Actual 
To 31 Dec 
2014

Target 
achieved at 
Dec 31 2014

Actual 
2013/14

Actual 
2012/13

% Tenants satisfied 
with repairs and 
maintenance

JHAL 85.7% 84.0% 83.7% 83.7% 85.8%

JHHAL 85.7% 80.0% 76.4% 76.9% 80.4%

MHAL 88.7% 82.0% 85.2% 78.3% 83.7%

RHA 81.55% N/A No data N/A 75.5% No data

% Tenants satisfied 
their rent is VfM

JHAL 85.0% 83.0% 84.6% 82.5% 84.6%

JHHAL 85.0% 80.0% 75.0% 74.3% 79.4%

MHAL 87.6% 84.0% 79.0% 78.8% 81.2%

RHA 82.75% N/A 77.4%     N/A 79.5% No data

Our KPIs are shown in detail in the table below.  

We have identified that our VfM framework which was part of our 
merger submission has not been communicated adequately to 
customers to enable them to make informed judgements about the 
VfM of the services we provide.  

We are planning a communications campaign aligned with 
announcements about rent reductions to highlight the services we 
provide. Our customer incentive scheme which is in development 
will also highlight the service levels that we provide for our 
customers.  

Throughout the merger period we consulted on policy direction 
and process with a sounding board of customers from all parts 
of the legacy organisations. We now focus on online methods 
more widely in our customer engagement strategy, using surveys 
of large samples of customers via email and our website. This 
brings resource efficiencies, robust data, and aligns with customer 
expectations.

Operational performance has remained strong but we still have 
an unacceptable degree of inconsistency between service areas 
and across our geography. Our latest customer satisfaction 
results demonstrate the scale of the challenge ahead with overall 
satisfaction declining slightly.
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Innovation
A VfM promise by former Raglan was to develop a 20/20 
programme to develop new service models and create a 
sophisticated model of resident behaviour, to help us assess 
the impact of specific interventions. We worked with the CIH 
‘Influencing Customer Behaviour’ project to develop the concept 
of a customer incentive programme for Stonewater. This forms 
part of our change programme for the year ahead. 

We have paused our wellbeing research while developing a new 
customer insight approach and formalising the measurement of 
social return on investment.

We used ‘Nudge Theory‘ to amend our rent collection letters as 
part of a broader scheme to improve income recovery.

 PROGRESS MADE

Digital Contact
Work on this was paused until after the merger to align a strategy 
across the business and benefit from the planned combined IT 
platform. The Digital First strategy is now being developed and 
forms part of our 15/16 change programme.

We have made ad hoc improvements in reducing paper- and 
office-based activity by using tablet devices coupled with home 
working. Our Board Members now access their documents 
through a secure area of our website.

 PROGRESS MADE

SUMMARY
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SUMMARY

Our approach to VfM in future
Our Strategic Plan 2015/20 is being reviewed along with 
our budget projections; we have been reviewing our cost base 
specifically with regard to our plans for overheads, component 
replacement and our development programme.The most recent 
reduction of the executive director group, from ten to seven 
members, will result in overall savings of £364,000. 

Our Board Members met in July 2015 and considered our initial 
assessment of the impact of the Summer Budget on our plans, 
particularly the merger savings that we had projected. We are 
holding regular meetings of our Executive Directors Group to plan 
for the impact of the Summer Budget.  

We have plans in place to ensure that, despite the review process, 
our budgetary projections submission meets the HCA deadline 
of 31/10/ 2015. The board is meeting regularly to receive updates 
on the financial review and has meetings planned for October 
specifically to finalise our remodelled budget arrangements. This 
allows constant review whilst the impact of the Summer Budget is 
being worked through. The board will make the final amendments 
to our post-budget financial projections to ensure we have 
sufficient funding to meet the demands we now face in this new 
challenging financial environment.

The transition through merger has been testing. As a consequence, 
activity on a number of our legacy VfM activities has been re-
prioritised to ensure alignment to the overall merger programme. 
Our Executive Director Group has now been restructured and has 
clear oversight of our transformation projects to ensure they meet 
our VfM vision to “deliver quality services to our customers and 
work with our stakeholders in a way that is innovative, cost effective 
and maximises the return on our investments”.

We will be making a significant investment in our IT infrastructure 
over the next few years to deliver high-performing systems that 
meet the changing needs of the organisation and reduce our 
operating costs. 

Working towards having one core housing and finance system will 
support increased digital customer interaction, and also help drive 
efficiency and effectiveness. This will improve our services and 
meet the aspirations of our current and future customers.

We want to embrace the opportunity presented by technology to 
enhance the service we provide to our customers while decreasing 
our transactional costs. We are working towards becoming a digital-
first organisation, where customers are enabled through online self-
service to complete their service request 24/7; and our front line staff 
has full electronic capability wherever they are working.

Alongside our move towards a wider digital offer is the 
development of a customer incentive scheme which will support 
VfM by aligning services with desired customer behaviours.

Our extended opening hours project is about improving our 
customer offer without any significant cost increase; for example, 
our offices opened on August bank holiday as a pilot. Extended 
opening hours is not a move away from our ambition to become 
digital-first.

These projects are key components of the delivery of VfM through 
the merger. We are actively progressing with this work under the 
leadership of the Executive Director of Central Services. This work 
meets our merger objectives and contributes to the achievement 
of our strategic plan, which will be revised once a new budget is 
approved by our board in October.

Stonewater’s Strategic Plan 2015 -20 identifies “achieving value for 
money in all that we do” as one of its seven over-arching objectives.

Our strategic plan themes are:

  Customer Experience

  Growth and Influence

  Business Excellence

The test is whether each objective of our Strategic Plan, and the 
significant transformation projects we are implementing, meet the 
five principles of our VfM framework. 

We set ambitious targets for both operational and customer 
satisfaction KPIs based on an assessment of top quartile 
performance, the performance of the best-performing founding 
association and actual performance achieved. Our KPI targets  
for the next five years are set out on page 18 of our Strategic Plan. 
Our revised Strategic Plan may amend these objectives.

We remain committed to delivering our short-term merger 
integration by March 2016 when we resume business as usual. 
Through our change programme we will deliver a range of projects 
that will measurably improve efficiency and effectiveness and 
deliver significantly improved customer services as set out in the 
targets for the KPIs noted above.

https://www.stonewater.org/about-us/strategic-plan-2015-2020/
https://www.stonewater.org/about-us/strategic-plan-2015-2020/
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