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4   OVERVIEW BY THE CHAIR 

OVERVIEW BY THE CHAIR

Our first year as Stonewater has seen 
many successes and also many 
challenges. We have reviewed our 
Strategic Plan (2016-21) to ensure our 
actions remain focused on our vision 
which is as important now as it’s ever 
been.

The winds of change have been blowing, and in many 
cases howling, across the housing sector. Government 
policy has heralded new commercial drivers, welfare 
reform continues to bite and the regulatory changes on 
the horizon all add up to a paradigm shift in the social 
housing landscape. 

Stonewater has been well placed to weather the storm 
and I am immensely proud of what we have achieved in 
our first year against this challenging backdrop. We 
remain on target to deliver our projected merger 
benefits, we have re-shaped our business to deliver 
efficiency savings and perhaps most importantly, we are 
continuing to deliver a significant development 
programme to provide good quality, affordable homes.

While we support Government aspirations towards 
increasing home ownership and recognise the benefits 
and opportunities it presents, we believe the way forward 
is through a mixed house-building strategy that increases 
housing supply across all tenures. This would increase 
housing supply not just for ownership, but for low-cost 
shared ownership and affordable and social rent. Without 
more affordable homes, the country faces a worsening 
housing crisis which will put a huge financial burden on 
the state and leave our most vulnerable members of 
society – the disadvantaged, the sick and the elderly – out 
in the cold and at risk. Investment in homes for those 
who need them most is good value for the taxpayer and 
would generate significant social returns, including 
reducing the nation’s rising housing benefits bill.

As one of the UK’s leading social housing providers we 
have a responsibility to engage in and influence the 
national policy agenda. In October (2015) Stonewater 
hosted a round table discussion in advance of the 
Government’s Housing Bill and planned sector reforms 
which was attended by MP Clive Betts, Chair of the DCLG 
Select Committee, and other housing association chief 
executives. We also provided a written submission and 
were invited to give oral evidence in Westminster to the 
Department for Communities and Local Government 
Select Committee’s (DCLG) inquiry into the future of 
housing associations. We will continue to work with all 

levels of government to bring our expertise and 
considerable investment potential together to tackle the 
housing crisis. 

I would like to take this opportunity to thank our retiring 
Chief Executive Bob Strachan, for his strong and effective 
leadership in setting Stonewater on the right path. I also 
welcome Nick Harris’s step up to CEO from January 2017 
and have every confidence he will bring renewed energy 
and expertise in guiding the delivery of our Plan.

We don’t believe a commercial focus and a caring heart 
are mutually exclusive and our Strategic Plan for 2016-21 
is designed to genuinely reflect the needs of the 
communities we serve. It has been developed in 
consultation with our staff who have great tenacity, talent 
and commitment. It also reflects effective collaboration 
and partnership working with our residents and external 
stakeholders. Overall, the Plan sets out a clear path to 
delivering our goals and I have every confidence that by 
working together, we will continue towards our Vision of 
‘everyone having an opportunity to have a place they can 
call home’.

George Blunden 
Stonewater Chair
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INTRODUCTION BY THE CHIEF EXECUTIVE

Stonewater’s updated Strategic Plan for 
2016-2021 builds on what we have 
already achieved and what we have 
learned since our formation in 2015. 
Against a backdrop of change (both 
internal and external), we are earning 
our place as one of the UK’s leading 
social housing providers.
Our initial Plan set us on the road to success and we 
remain committed to our Vision ‘for everyone to have  
the opportunity to have a place they can call home’. Our 
fundamental goals have not changed. What has changed 
is the landscape we are operating in and in response to 
that, we have reviewed our objectives and the actions we 
need to take to support our Vision. Our objectives are set 
out under three key themes: 

Customer experience
   Deliver an effective service that meets the diverse 
needs and aspirations of our customers.

   Deliver retirement living and supported housing 
services that meet the diverse needs and aspirations of 
our customers.

Growth and influence
   Deliver an ambitious programme to provide more 
homes for people in need.

   Develop an increased range of housing options from 
home ownership to affordable rented homes to meet 
the changing needs of the market.

   Build a reputation as a thought leader in the sector with 
influence on the issues we choose to embrace. 

Business excellence
   Achieve consistently high standards of performance for 
our business critical key performance indicators on 
income collection and compliance.

   Invest in and support our people to attract, develop and 
retain a highly motivated workforce who will deliver our 
strategic objectives.

   Manage our resources efficiently and effectively and 
maximise the return on our assets to ensure we have 
the financial capacity to deliver our priorities.

Our 2016-21 Plan sets out how we will achieve these 
objectives in pursuit of our Vision, and our Values 
represent the way we will do things. Against a backdrop 
of continuing change and increasing challenge (primarily 
through policy and welfare reform), we remain focused 
and resolute in our commitments.

We have already achieved a lot since our formation last 
year. The next five years will see more innovation and 
progress, not least through our digital agenda and our 
new customer offer, both areas which will lead to a 
seismic shift in the way we operate. At the heart of 
everything is our commitment to providing good quality, 
affordable homes for those who need them most. Despite 
budget pressures, we are still delivering a significant 
development programme across a range of tenures. In 
March this year, we sold our 100th shared ownership 
home as Stonewater and look forward this summer to 
completing and handing over our 1000th new home.

This is our purpose. In today’s landscape of seemingly 
constant change, it is sometimes easy to lose sight of 
that but we should never underestimate the real 
difference Stonewater makes to people’s lives. Our 
Strategic Plan encompasses the needs of our customers, 
the vision of our Board, the clear leadership of our 
Executive team, the capability of our management, the 
passion amongst our staff and commitment from our 
stakeholders and working partners. Together, we will 
achieve great things.

Bob Strachan Nick Harris
Chief Executive Chief Executive Designate 
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ABOUT US

Stonewater is one of the UK’s most 
significant social housing providers. We 
manage 30,000 homes across England, 
providing homes for rent, shared 
ownership, leasehold retirement living 
and supported accommodation. 

This Plan sets out what we will do to 
ensure that we continue to deliver our 
ambitions to build more homes and 
provide services that meet the needs  
of our customers.

Everything we do is guided by our 
Vision, Mission, and Values.

Our Vision, Mission, and Values

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.

We are 
one
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HOW WE MANAGE OUR BUSINESS

Stonewater comprises five charitable registered providers 
and three commercial companies. The parent board, 
Stonewater Limited, has 12 members, including two 
executives. The same individuals form the membership of 
the remaining four registered provider entities. This 
streamlined arrangement provides for efficient 
governance and is underpinned by an intra-group 
agreement and a conflicts procedure. Membership is 
reviewed annually to ensure that the Board has the skills 
and experience to respond to changing priorities and 
strategic direction. 

The Board is supported by 5 functional committees. This 
provides for governance oversight of each of the 
operational departments and releases the Board to focus 
on strategic development and top-level performance 
across the organisation.  Stonewater has adopted the 
National Housing Federation (NHF) Code of Governance 
2015 and the NHF Code of Conduct 2012. We will consider 
whether or not to adopt the voluntary NHF code on 
mergers, group structures and partnerships during 
2016-17.

We have an experienced Executive Team that manages the 
day to day running of the business. The Executive Directors 
Group consists of our Chief Executive (who retires at the 
end of December 2016), our Chief Executive Designate 
(who will become Chief Executive from January 2017) and 
five Executive Directors with functional responsibilities. 

Our structure

Our Housing Services and Assets teams manage 30,000 
homes across England, delivering housing services to 
customers, and also property management. Our 
Development team are strategically located to deliver 
new homes in partnership with our stakeholders. 

Over the past year we have brought together our key 
corporate services into central hubs, so that the 
operational business is efficiently and effectively 
supported by finance, communications, HR and IT. 

Assurance and managing risk

Our approach to risk management is based around our 
risk appetite approved by our Board. This identifies the 
level of risk we are prepared to take in order to achieve 
our Vision and Mission, and is reviewed regularly by our 
Board. Supporting this is our assurance framework 
which is based on the National Housing Federation three 
lines of defence model. This provides our Board with 
assurance that we have effective controls in place and  
are managing our risks in an appropriate way. These 
controls include risk maps which monitor our exposure 
to key areas.
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Value for money 

The past year has put an even greater spotlight on to the 
costs of social housing providers. The creation of 
Stonewater had much to do with doing what we do well, 
and more efficiently, so that we are able to continue to be 
a significant provider of new affordable homes when this 
is so obviously needed. This value for money focus has 
meant that we have been able to respond strongly to the 
Government announcement of rent reductions and 
welfare reforms. 

We will continue to deliver efficiency savings in the way 
we are structured, procure services and the ways by 
which we work and deliver services. Our ambition to 
become a digital first organisation is integral to delivering 
our value for money 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.”

Even with our income reducing by £34 million per year 
after four years as a result of reduced rents, we will 
continue to build an additional 2,765 new homes by 2021. 
We will also continue to deliver effective services to more 
than 57,000 customers because we take decisions based 
upon the test of our five value for money commitments:

1 Doing the right things

2 Doing things economically

3 Maximising the return from our staff

4 Maximising the return from our assets

5 Achieving the right outcomes

Our Social Return on Investment is an additional valuable 
measure of delivering our value for money vision. We 
have adopted the Housing Association’s Charitable Trust 
(HACT) model to measure the impact we make on our 
customers’ wellbeing through our investments and the 
delivery of our services.

Our partnership with our customers 

Our partnership with our customers is about:

   Wanting our customers to be directly involved in 
ensuring our services are appropriate for our 
communities, as well as providing opportunities to 
highlight improvements we can make through 
Customer Involvement;

   Having a better understanding of what our customers 
value, and who they are, through Customer Insight;

   Sharing the responsibility with our customers to do 
what is right and use resources effectively, through 
Customer Incentives.

Our Customer Scrutiny Panel holds the Board to account 
on our delivery of housing services. Their first service 
review was completed in February 2016 and they have 
established themselves as an important contributor to our 
design and development of customer services. They have 
also become early adopters of remote digital working. 

Our aim is that customer involvement 
is meaningful and effective whilst 
providing value for money.

Stonewater currently works 
across a large geographical 
area. We have created a 
digital model of customer 
involvement so that 
customers from different locations across different 
tenures can actively participate in consultation forums and 
provide timely feedback. We launched our Customer 
HUBB (Help Us Be Better) in May 2016.

We want to recognise tenants who 
consistently work with us, adhering 
to their tenancy agreement with 
Stonewater and supporting us to 
achieve our objectives and value for 
money. We intend to consult on the 
introduction of a customer incentive 
scheme during 2016-17 that links access to some services 
and rewards to positive tenancy behaviours. 
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Becoming a Digital Business

During the life of this Plan Stonewater will become a 
digital organisation, enabling our customers to self serve 
to our services and creating a digital business model for 
the way we work. 

We are making a significant investment in IT to deliver 
high performing systems that meet the changing needs 
of the organisation and our customers, to drive efficiency 
and effectiveness. 

Our vision is to be among the leading group of housing 
associations providing digital services to our customers 
and internally to our people. We will adopt, where 
appropriate, industry recognised standards to manage 
and protect our information technology assets, and to 
ensure services are efficiently and effectively managed 
and developed. We will utilise cloud based services where 
it will improve efficiency and is cost effective.

Leadership of Equality and Diversity 

Our commitment is to ensure inclusiveness in the 
decisions we take, the services we provide and to the 
colleagues who work with us. We provide services to 
customers with diverse needs and we will be transparent 
in the equality and diversity considerations we make in 
the strategies and policies we adopt. We want to be seen 
as a great place to work, and inclusivity is central to this.

We embrace our legal and moral responsibility to make 
sure our resident, colleague and stakeholder 
communities have and support equality of opportunity. 
We will use customer insight and knowledge of who our 
customers and staff are to shape policies, enhance 
services and embed best practice.

Stonewater is an early adopter of the Chartered Institute 
for Housing’s Diversity in Leadership challenge; and our 
Equality and Diversity strategy group is chaired by the 
Chief Executive to ensure that our Equality Framework  
is embedded throughout Stonewater.

Our people

We have demonstrated our ability to respond to a 
changing external environment by significantly 
reorganising the way we work over the past year. In doing 
so, we have laid down solid foundations upon which to 
build a culture of innovation and high performance. We 
are now in a stronger place to deliver effective services to 
customers whilst building and managing homes that 
fulfil the affordable housing needs of an increasingly 
fragmented market.

We believe that our success will come from our people 
and that by focusing on what we need to do to ensure that 
we are engaged, developed and equipped, we will realise 
our ambition to become one of the ‘Best Companies to 
Work for in the UK’.

Becoming an extraordinary place to work will mean that 
we are well placed to continue to respond to the 
opportunities and demands placed upon us, through 
effective leadership, collaboration and great customer 
experience. We will attract and retain high calibre people, 
who share our Values and are proud to be making a 
difference.

As we continue to work towards our ambition to digitally 
transform the way we do business, we will create a 
learning environment that embraces people on this 
journey, ensuring they have the skills, confidence and 
passion to deliver excellent digital services. 
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THE OPERATING ENVIRONMENT FOR HOUSING

Housing supply and affordability

There is a continued under supply of new homes in 
England, and so the pressure on house prices and a 
shortage of affordable homes continues to be a 
challenge for the sector. Social rented homes 
construction is at its lowest level for almost 30 years 
and availability continues to decline. 

An estimated 250,000 homes are needed in England 
each year. In 2015 just under 143,000 new homes were 
completed, less than 60% of the number needed to 
meet demand. 

House prices in England rose by 7.3% in the year to 
December 2015, and over the last 10 years have 
increased by 55%. This compares to an increase in 
inflation over the same period of 28%, and an increase 
in average earnings of less than 19%. The Office for 
Budget Responsibility (OBR) has predicted house price 
inflation to be 5% per year over the next 5 years, higher 
than its forecast for increases in average earnings. 

The English Housing Survey 2014-15 shows that the 
proportion of owner occupied households in England 
fell from a peak of 71% in 2003 to 64% in 2014. More 
and more households are becoming reliant on the 
private rented sector to meet their housing needs, 
rising from 11% of households in 2003 to 19% in 2015. 
For young people between the ages of 25-34 home 
ownership has fallen from 54% to 34% in the past 
decade, with a rise in the number renting privately 
from 24% to 46%. A significant proportion of people 
renting privately (43%) do not expect to be able to buy  
a property in the future. 

Private sector rents have also increased significantly in 
recent years. In December 2015 average private sector 
rental values in the UK, excluding London, were nearly 
5% higher than a year earlier.

The homeownership agenda and the changing 
landscape for affordable rented housing

The Summer Budget 2015, Autumn Statement and 
Spending Review 2015, and the Housing and Planning 
Bill 2015-16 contained a number of announcements on 
housing which have significant implications for housing 
associations. 

The decision in the Summer Budget 2015 that social 
rents would be reduced by 1% per year for four years 
from April 2016 will mean a loss in predicted income 
for housing associations of 12%. The impact of this for 
Stonewater is £34m less income after four years to 
support the development of new affordable homes.  

The Autumn Statement and Spending Review 2015 
reinforced the Government’s desire for housing 
associations to become more commercially-focussed, 
innovative and operationally efficient, while continuing 
to focus on supporting homeownership rather than 
affordable rented housing. 

The housing budget was doubled to £2 billion, with the 
main focus on homeownership rather than affordable 
and social rented housing. The Government’s target is  
to build 400,000 affordable new homes by 2020-21, half 
of which will be ‘Starter Homes’ for first time buyers 
under forty years old.  The Government also plans to 
invest £200 million in ‘rent to buy’ for 10,000 homes,  
to allow tenants to save for a deposit while they rent.  
A new Help to Buy shared ownership scheme was also 
introduced for households earning less than £80,000 
outside London, and £90,000 in London.

Alongside this, the Government introduced:

   ‘Pay to Stay’, linking household income to social rent 
levels. Customers on higher incomes can be charged 
market, or near market rent with housing associations 
being able to use the additional rent to reinvest in new 
housing. 

   A voluntary ‘Right to Buy’ scheme for housing 
association tenants. There are pilot projects running 
with five housing associations in 2016.

We are considering how to incorporate pay to stay, 
voluntary right to buy, and additional home ownership 
opportunities as part of a menu of housing offers.



Stonewater Strategic Plan 2016-21 THE OPERATING ENVIRONMENT FOR HOUSING   11

Welfare reform and cuts in 
government spending

The Summer Budget 2015 announced further reductions 
in welfare benefits levels by reducing the cap on 
maximum levels of benefit entitlement for families to 
£20,000 outside London, and £23,000 in London. It also 
restricted housing support for under 21 year olds and 
introduced plans to limit housing support to Local 
Housing Allowance (LHA) levels. The LHA rate will have  
a significant impact on single people below the age of 35 
years who are restricted to the rate for shared 
accommodation. 

The Government has reduced its funding to local 
authorities by 37% in real terms between 2010-11 and 
2015-16, leading to cuts in adult social care budgets. 
This has meant reductions in the level of supporting 
people funding by local authorities for vulnerable tenants 
in sheltered and supporting housing. The Government 
plans to reduce local authority funding by a further 6.7% 
between 2016 and 2020, although it has given local 
authorities powers to raise additional income for adult 
social care. 

The current economic climate

The OBR has forecast that inflation (CPI) will be 0.7% for 
this year, with a gradual increase over the next 4 years to 
2% in 2020. Unemployment is expected to fall from 5.4% 
in 2015 to 5% this year, but then increase gradually over 
the next four years to 5.3% in 2020. Average earnings are 
forecast to increase to 3.4%, rising to 3.9% by 2020, 
higher than inflation over the same period. This is in 
contrast to the five years up to 2014, when wage growth 
was below inflation, putting pressure on household 
budgets. 

Although average earnings are now increasing at a 
slightly faster rate than inflation, a significant proportion 
of the increase in employment in recent years has been 
in low skills/low pay jobs. It is estimated that 
approximately two thirds of people who have moved into 
work over the last few years are earning less than the 
living wage. Cost of living pressures are likely to continue 
for people in low pay jobs, with high housing costs and a 
shortage of affordable rented properties causing a 
particular problem. 
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Changes to the regulatory framework

The Homes and Communities Agency (HCA) guidance on 
regulating the Social Housing Sector, published in 2015, 
continues to focus on ‘co-regulation’. Under its new 
approach, the HCA’s engagement with registered 
providers will be less frequent, but more focused and 
strategic, with a particular emphasis on risk 
management and mitigation. It will carry out in-depth 
assessments every three to four years, and use these  
to examine covenant compliance, liquidity, and security. 
Large associations with over 1,000 homes still have to 
submit financial information to the HCA to meet a new 
annual ‘stability test’. Associations are also required  
to ‘stress-test’ business plans and maintain a register  
of assets. 

In 2015 the HCA set out the key risks it believes the 
sector faces, and some of the steps that should be taken 
to mitigate them. These included risks associated with 
the reduction of social rents by 1% a year for four years 
from April 2016, welfare reform, managing cost 
pressures, development, and diversification. 

The Government has indicated that it intends to deregulate 
registered providers and has made provision for this in 
the Housing and Planning Act 2016. However the detail 
will not be known until regulations are published by the 
Secretary of State.

Demographic changes

The Office of National Statistics (ONS) has projected that 
the population of England will increase from 54.3 million 
in 2014 to 59.5 million in 2024. Due to improved life 
expectancy it has also forecast that there will be a 14% 
increase in people aged 75 and over to 7 million in 2024, 
with a 33% increase in those aged 85 or over to 2 million. 
This is likely to lead to an increased need for homes for 
older people and also additional support services to allow 
them to live independent lives. 

ONS data shows that the number of single person 
households in the UK has been increasing. This suggests 
that the number of households, and the need for more 
homes, will increase at a faster rate than the increase in 
the population as a whole. 

The percentage of young adults aged 34 years old or 
under living with their parents has been increasing in 
recent years and now stands at 40%. The high cost of 
renting or buying a home is considered a factor in this 
increase. In addition households containing two or more 
families were the fastest growing household type over the 
10 years to 2015, rising by 50% to just below 300,000.
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Our priorities for the next five years reflect our 
assessment of the current operating environment  
for housing and the challenges we face. 
Our strategic objectives and the outcomes we will 
achieve over the period of this plan are set out  
under three key themes: 

OUR PRIORITIES  
AND WHAT WE WILL ACHIEVE

CUSTOMER 
EXPERIENCE

GROWTH AND  
INFLUENCE

BUSINESS 
EXCELLENCE

The actions we will take to achieve our objectives  
and outcomes are set out on the following pages. 
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Objectives

1.  Deliver an effective service that meets the diverse needs and 
aspirations of our customers.

2.  Deliver retirement living and supported housing services that 
meet the diverse needs and aspirations of our customers.

Outcomes

i.  Customer satisfaction has increased by at least 1% per year 
over the life of this plan. 

ii.  Accessibility of services for customers has continued to 
increase through extended self service options and increased 
operating hours by March 2017.

i.  A viable retirement living housing portfolio that has 
maintained the current level of customer satisfaction over 
the life of this plan.

ii.  Our supported housing services have maintained the 
current level of performance for vulnerable people achieving 
independent living over the life of this plan.

Actions

   Agree a Digital Strategy by July 2016.

   Agree a Financial Inclusion Strategy by September 2016.

   Introduce a resident incentive scheme by March 2017.

   Demonstrate the impact of the Customer Scrutiny Panel in 
the design and delivery of our services by March 2017.

   Agree an approach to embedding customer insight into the 
design of our core services by September 2017.

   Achieve Customer Service Accreditation across the 
organisation by March 2018. 

   Deliver the Customer Contact Strategy by December 2020.

   Work with the Longleigh Foundation to initiate at least two 
pilot projects to benefit communities within which both 
organisations operate by 31 March 2017. 

Retirement Living   
   Agree a volunteering strategy to enhance our service offer to 

customers by December 2016. 

   Agree tenure neutral well-being service propositions by 
January 2019. 

   Implement the first 5 years of the retirement living 
investment plan by March 2021. 

Supported Housing   
   Complete the Supported Housing service review to ensure 

services are viable and fit for purpose by December 2016. 

   Agree a Supported Housing growth plan by March 2017. 

   Deliver the Supported Housing strategy by November 2020. 

Our aim is to deliver effective, consistent services to our customers, to 
listen to feedback from our customers and to understand what they value so 
that we design our services accordingly. Through digital channels we aim to 
widen customer involvement in our service design and performance. We are 
also making our services more accessible, by flexible working and by 
becoming a digital business where our customers can ‘self serve’. 

We will expand our provision for older people and support for vulnerable 
groups. Demand for homes for older people is growing due to demographic 
changes with people living longer, and we will invest in this area to ensure 
we meet the needs of our customers. Our growth areas for our supported 
housing portfolio will focus on young people’s services and domestic abuse 
services, where we have particular expertise and a strong track record. 

CUSTOMER 
EXPERIENCE
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Objectives

3.  Deliver an ambitious programme to 
provide more homes for people in need

4.  Develop an increased range of housing 
options from home ownership to 
affordable rented homes to meet the 
changing needs of the market.

5.  Build a reputation as a thought leader 
in the sector with influence on the 
issues we choose to embrace. 

Outcomes

At least 2,765 new homes provided by 
March 2021

Greater customer choice and tenure 
options which are affordable and 
sustainable are available from 2018.

Stonewater is perceived as a thought 
leader for: our customer contract 
offering, young people’s (Foyer) services; 
domestic violence refuges; and older 
people’s services, by December 2017.  

Actions

   Agree Stonewater’s future development 
programme in the light of Government 
policies on Starter Homes and the 
Housing and Planning Bill by June 2017.

   Deliver the pipeline programme of 1300 
new homes between April 2016 and 
March 2018.

   Build on the pipeline programme to 
deliver additional new homes to meet 
the development target by March 2021.

   Develop a proactive and strategic 
approach to identifying opportunities for 
inorganic growth and potential merger 
partners.

   Agree a strategy for Home Ownership 
by December 2016.

   Subject to the findings of the pilot 
schemes, agree and implement a 
voluntary agreement of Right to Buy by 
December 2016.

   Agree options for alternative tenures 
for new build and existing stock for 
markets where current offers do not 
meet the needs of customers by March 
2017. 

   Agree options for offering Home 
Ownership products to our existing 
tenants by September 2017.

   Agree a market intelligence approach 
to developing and offering properties 
for market rent and sale by September 
2018.

   Deliver the PR Plan to increase positive 
press coverage and build brand 
awareness by March 2017.

   Deliver the Stakeholder Engagement 
Plan to enhance stakeholder relations 
by March 2017.

   Deliver the Internal Communications 
Plan to support organisational change 
by March 2017.

   Agree an updated Corporate 
Communications Strategy to increase 
our reach and influence by March 2017. 

We are committed to delivering new homes across a range of tenures to 
meet the challenges of the housing crisis and the changing needs of the 
market. Our Growth Strategy takes account of current Government policy 
and its focus on home ownership. As well as delivering affordable rented 
homes we will provide a significant number of shared ownership homes. 
We will also provide options for our current tenants to purchase their 
existing homes, explore opportunities for providing starter homes, and 
consider other rental tenures where demand exists.     

Our size and financial strength gives us the opportunity to be a leading 
voice in the sector, and influence national and local agendas in support of 
our Vision. We will continue to raise our profile and engage with a range of 
stakeholders to promote the interests of the sector and Stonewater. 

GROWTH AND  
INFLUENCE
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We are committed to operating efficiently so we can provide more affordable 
housing, and the need for this has been reinforced by the reductions in 
social rents and the implications of welfare reform. Our aim is to get the 
best return on our investments and continue to deliver efficiency savings  
in all areas of our work. 

We are making a significant investment to deliver a high performing IT 
system that supports the move to a digital business and drives efficiency 
and effectiveness. We are also building a culture of high performance 
though the delivery of our People Strategy. 

Objectives

6.  Achieve consistently high standards of 
performance for our business critical 
key performance indicators on income 
collection and compliance.

7.  Invest in and support our people to 
attract, develop and retain a highly 
motivated workforce who will deliver 
our strategic objectives.

8.  Manage our resources efficiently and 
effectively and maximise the return 
on our assets to ensure we have 
the financial capacity to deliver our 
priorities.

Outcomes

i.  Performance for our business critical 
KPIs is top quartile compared with our 
benchmark peer group 

ii.  Integrated business systems and processes 
to support high performance are fully 
operational by April 2017.

Stonewater is recognised as one of the 
best places to work in the UK by March 
2021.

(Measured by achievement in the ‘The 
Sunday Times Best Companies to Work 
For’ survey).

Efficiency savings of at least £11m per 
annum achieved by March 2021.

Actions

Business critical KPIs
   Agree our approach to tenancy 

sustainability for general needs housing by 
December 2016.

   Agree an income maximisation strategy 
taking into account the Government’s welfare 
reform changes and our strategic approach 
to financial inclusion by March 2017.

   Subject to the outcome of the Government’s 
review, agree our approach to tenancy 
sustainability for sheltered and supported 
housing by July 2017.

   Agree a good practice approach to the key 
service areas of Income Management, 
Allocations, and Empty Homes, taking 
account of the wider range of housing 
options, by March 2018.

Integrated business system
   Deliver phase 1 implementation of a single 

Housing and Asset Management system 
and Finance system by July 2016. 

   Deliver phase 2 implementation of a single 
Housing and Asset Management system 
and Finance system by April 2017.

   Complete rationalisation and 
standardisation of all Stonewater IT 
systems and architecture by April 2018.

   Incorporate new approaches and practices 
into Phase 2 of the UNITE project by April 
2018.

   Participate in The Sunday Times  
‘Best Companies to Work For’ survey  
in November 2016.

   Deliver a suite of programmes to 
improve leadership and people 
management capability by April 2017. 

   Establish a baseline for employee 
engagement and a target for 
improvement by March 2017.

   Agree a Pay and Reward Strategy  
by April 2017.

   Agree a revised approach to stock 
rationalisation and disposal by  
July 2016.

   Agree a contract procurement 
strategy for delivering repairs and 
maintenance services and reducing 
costs by September 2016. 

   Introduce component 
standardisation across Stonewater 
incorporating development by March 
2017.

   Deliver the Offices Review Strategy  
by December 2018. 

BUSINESS 
EXCELLENCE
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Our performance targets 

We have set ambitious targets for our ‘business critical’ key performance 
indicators, which focus on maintaining our rental income and ensuring we 
comply with all statutory and regulatory requirements. Our targets are based 
on achieving top quartile compared to a benchmarking peer group of similar 
sized housing associations. A zero tolerance target is set for all Health and 
Safety Compliance key performance indicators. 

We monitor progress against these targets throughout the year and report on 
performance to our Board and its sub-committees. Real time business 
information is delivered to our desktops so that we can monitor performance 
and take corrective action where necessary.

Our Board has overall responsibility for our performance. However our 
customers play a key role in shaping the design and delivery of our services, 
and hold our Board to account through our Customer Scrutiny Panel. 

Our targets for the next five years for our ‘business critical’ key performance 
indicators are set out in the table below.

Business Critical KPIs
Actual

Top 
Quartile

Target Target Target Target Target

2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Total rent and service charge 
received as a % of total due

99.04% 99.89% 99.24% 99.44% 99.64% 99.84% 99.89%

% rate of new voids 7.67% 4.92% 7.12% 6.57% 6.02% 5.47% 4.92%

Void loss as % of total rent 0.99% 0.58% 0.91% 0.83% 0.75% 0.67% 0.58%

Gross arrears as % of total rent 
and service charge due

3.31% 3.38% 3.31% 3.31% 3.31% 3.31% 3.31%

Core arrears as % of total rent 
and service charge due

2.04% 2.58% 2.04% 2.04% 2.04% 2.04% 2.04%

Average re-let time (days) 33.22 21.55 29.7 27.6 25.6 23.6 21.55

Number of properties that are 
non-compliant with LGSR

7 N/A 0 0 0 0 0

Average SAP rating 71.95 70.33 71.95 71.95 71.95 71.95 71.95

% of properties that meet 
Decent Homes Standard

99.7% 100% 99.8% 99.9% 100% 100% 100%
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OUR BUSINESS PLAN

Financial viability 

Stonewater is committed to ensuring that it has sufficient financial capacity 
to meet all of its key objectives. All surpluses are retained for the long-term 
benefit of people in housing need and nothing is distributed to shareholders. 

We aim to maintain minimum cash balances while ensuring sufficient loan 
facilities are available and immediately accessible to finance all contractually 
committed expenditure. Short and long term cash projections are regularly 
reviewed to check future borrowing requirements. 

Our Business Plan 

The plan has been constructed by consolidating plans for the five registered 
providers: Stonewater Limited, Stonewater 2, Stonewater 3, Stonewater 4 and 
Stonewater 5. The plan reflects the development target, including aspirational 
development on top of what is approved or in contract, resulting in a 10-year 
programme of nearly 5,000 new properties.

Financial and operational assumptions

The plan reflects the following assumptions:

Base Inflation - CPI 1.5% to 2020-21, 2% thereafter.

Rental Inflation

Rents cut 1% per year from 2016-17 to 
2019-20, rise by CPI for the following 5 
years and CPI + 1% thereafter. Adjustments 
for conversions to Affordable Rents in 
accordance with HCA programmes.

LIBOR 0.85% in 2016-17, then rising to 4%.

Voids & Bad Debts 1.5% each in 2016-17, 1.25% in 2017-18, 
and 1% thereafter. 

Earnings +1.5% until 2019-20, CPI + 1.5% 2020-21, 
then CPI + 1.0%.

Management costs CPI + 0.5%.

Repairs and Components CPI + 1.5% until 2020-21, then CPI + 1.0%.

The plan incorporates savings from the merger business case, allocated 
across the five associations in proportion to the number of homes, and from 
the efficiency measures and savings identified to accommodate the rent cuts 
required in the 2015 Summer Budget. 

Routine maintenance costs are set at budget levels for each home. Forecast 
expenditure on component replacements is in line with stock condition 
surveys, but smoothed.
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PROPERTY REPORT 2016-17 2017-18 2018-19 2019-20 2020-21

OPENING HOUSING STOCK 28,500 29,003 29,456 29,742 29,974

DISPOSALS

Rented -142 -197 -199 -201 -163

Shared Ownership -60 -27 -27 -27 -28

-202 -224 -226 -228 -191

DEVELOPMENT PROGRAMME

Rented 544 448 319 302 268

Shared Ownership 161 229 193 158 143

705 677 512 460 411

Change in Units 503 453 286 232 220

CLOSING HOUSING STOCK 29,003 29,456 29,742 29,974 30,194

Property development and disposals 

The plan is based on approximately 28,500 income-generating properties.  
The development of new homes in the base plan assumes:

   The current committed programme for rent and shared ownership, 
including the 2015 Affordable Homes Programme.

   Subsequently approved projects and known pipeline projects.

   Further discretionary development, of up to 400 homes each year.  
Of these two-thirds are affordable homes to rent and one third are  
shared ownership.

   Development is spread among the five Stonewater entities.

The broad disposal and asset management strategy assumes 100 sales  
to other registered providers and 25 vacant possession sales per year for 
years 2 to 5, generating cashflow of £11 million and surpluses of £2.75 million  
each year.

Development also includes a small programme of private market sale to support and add capacity 
to Stonewater’s social housing development.
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Business Plan projections 

STATEMENT OF COMPREHENSIVE INCOME 2016-17 2017-18 2018-19 2019-20 2020-21

£m £m £m £m £m

Rent and Services Charges 158.3 160.0 160.1 160.9 164.3

Other Income 0.7 0.7 0.7 0.8 0.8

Amortised Grants 6.9 7.0 7.0 7.0 7.0

Less: Voids -2.4 -2.0 -1.6 -1.6 -1.6

Income from Social Housing Lettings 163.6 165.8 166.3 167.1 170.5

Management and Service Costs 57.2 57.5 57.7 57.9 58.5

Responsive & Planned Maintenance 31.5 29.3 29.9 30.5 32.0

Bad Debts 2.4 2.0 1.6 1.6 1.6

Property Depreciation 21.6 23.4 24.8 26.0 27.1

Merger Savings & Other Costs 0.0 -2.3 -3.7 -3.9 -3.9

Total Operating Costs 112.7 109.9 110.3 112.1 115.3

Surplus/(Deficit) on Social Housing Lettings 50.9 55.9 56.0 55.0 55.2

Other Income 2.6 3.2 2.7 3.2 3.5

Surplus on Sale of Properties 5.0 7.5 9.1 9.4 9.8

Surplus Before Interest 58.5 66.7 67.8 67.6 68.5

Net Interest -31.7 -35.6 -35.8 -36.0 -37.9

Movement in Financial Instruments 1.2 1.2 1.2 1.2 1.2

Surplus for Year 28.1 32.3 33.2 32.8 31.8

Change in Hedged Instruments 6.5 6.3 6.3 6.3 6.2

Comprehensive Income for Year 34.6 38.6 39.6 39.2 38.0

Capitalised Components 13.8 18.8 11.8 11.7 12.9

Despite the four years of rent cuts Stonewater’s surplus on social housing letting remains stable at £50 to  
£55 million. With the impact of the disposal programme, generating cashflow of £11 million and surpluses  
of £2.75 million each year, and an increasing contribution from shared ownership and private market sale,  
the surplus before financing charges trends upwards over the five years, approaching £70 million in year 5.

PROPERTY REPORT 2016-17 2017-18 2018-19 2019-20 2020-21

OPENING HOUSING STOCK 28,500 29,003 29,456 29,742 29,974

DISPOSALS

Rented -142 -197 -199 -201 -163

Shared Ownership -60 -27 -27 -27 -28

-202 -224 -226 -228 -191

DEVELOPMENT PROGRAMME

Rented 544 448 319 302 268

Shared Ownership 161 229 193 158 143

705 677 512 460 411

Change in Units 503 453 286 232 220

CLOSING HOUSING STOCK 29,003 29,456 29,742 29,974 30,194
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CASHFLOW 2016-17 2017-18 2018-19 2019-20 2020-21

£m £m £m £m £m

Net Cash from Operating Activities 61.6 83.9 70.4 78.9 75.7

of which: net flow, property for sale -2.9 11.3 -3.0 5.3 1.1

Net Interest Paid -33.3 -39.1 -39.0 -39.2 -40.2

28.3 44.8 31.3 39.7 35.6

Development expenditure (excluding shared 
ownership revenue costs)

-97.9 -36.4 -48.0 -51.3 -51.3

Capitalised Components -13.8 -18.8 -11.8 -11.7 -12.9

Purchase of Other Fixed Assets -15.7 5.9 11.5 -0.8 -0.3

Grants received 1.6 1.9 -1.2 -0.4 -0.9

Sale of Properties (excluding shared 
ownership 1st tranche)

7.2 19.2 21.7 22.1 22.7

Net Cash from Investing Activities -118.6 -28.2 -27.8 -42.0 -42.7

Net Cash before Financing -90.4 16.6 3.5 -2.3 -7.2

Loan Draw Downs 144.6 20.3 50.7 59.4 108.9

Loan Repayments -73.5 -44.2 -53.0 -56.4 -99.5

Net Cash from Financing 71.1 -23.9 -2.3 3.0 9.4

Balance Brought forward 42.3 23.0 15.7 16.9 17.6

Net Cash Flow -19.3 -7.3 1.2 0.6 2.2

Closing Balance 23.0 15.7 16.9 17.6 19.8

Cash from operations exceeds £75 million by year five, based on a steady net contribution 
from shared ownership and market sale. 

In conclusion, we have a robust financial plan which will ensure we can deliver the goals  
we have set for ourselves. 
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STATEMENT OF FINANCIAL POSITION Mar-17 Mar-18 Mar-19 Mar-20 Mar-21

£m £m £m £m £m

Housing Assets

   Housing Properties at cost 2,002.7 2,047.5 2,084.2 2,133.6 2,183.7

   Depreciation -294.6 -318.8 -332.4 -356.8 -380.9

Net Book Value Of Housing Properties 1,708.2 1,728.7 1,751.8 1,776.7 1,802.8

Other Fixed Assets and Investments 38.9 37.0 25.7 26.2 25.0

Total Fixed Assets 1,747.1 1,765.6 1,777.5 1,803.0 1,827.9

Cash 22.2 15.7 18.3 14.8 15.0

Other Current Assets 26.5 19.4 26.3 25.0 27.8

Total Current Assets 48.7 35.1 44.6 39.8 42.8

Total Current Liabilities 33.1 32.8 32.7 32.6 32.5

Net Current Assets/Liabilities 15.6 2.3 11.9 7.1 10.3

Total Assets Less Current Liabilities 1,762.6 1,768.0 1,789.4 1,810.1 1,838.1

Loan Balance 854.9 838.5 840.5 841.3 850.7

Provisions 136.9 127.0 117.1 107.2 97.7

Other Long Term Creditors 26.3 23.4 20.7 19.4 17.7

Deferred Capital Grant>1yr 604.3 600.3 592.8 584.7 576.6

Reserves 140.2 178.8 218.3 257.5 295.5

Total Financing and Reserves 1,762.6 1,768.0 1,789.4 1,810.1 1,838.1
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Interest Cover Covenant 2016-17 2017-18 2018-19 2019-20 2019-20

Stonewater Ltd 110% 222% 215% 215% 201% 199%

Stonewater 2 110% 160% 168% 168% 167% 169%

Stonewater 3 105% 199% 236% 226% 238% 211%

Gearing Covenant 2016-17 2017-18 2018-19 2019-20 2019-20

Stonewater Ltd 85% 81% 77% 72% 71% 68%

Stonewater 2 65% 40% 38% 37% 36% 35%

Stonewater 3 50% 32% 31% 31% 33% 34%

Risk Appetite

From the covenant calculations Stonewater’s ability to 
withstand shocks to the income and expenditure account 
can be calculated. The reductions in surplus which can 
be withstood before reaching the interest cover limit are:

   Stonewater  £11m

   Stonewater 2 £  6m

   Stonewater 3 £  3m

   Stonewater 4 £  1m (based on current LSVT terms)

Stonewater has set its risk appetite at 50% of this 
aggregate level of £21 million i.e. £10 million.

Covenant Compliance 

The individual plans comply with all interest cover and gearing covenants. 
The covenant projections for the individual associations are shown below.
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Stress testing and sensitivities

Under the new Regulatory Framework, specifically the 
Governance and Financial Viability Standard, the HCA 
requires all registered providers to demonstrate they 
have stress tested their business plans.

The Board reviewed stress-testing in January 2016, 
and identified factors which should be included in the 
combination of individual stresses, which is then used 
to test “to destruction”. The elements of this combined 
scenario are:

10 Year Changes

a. Bad debts and voids treble. 

b.  Right to buys – proceeds per unit reduced to £45,000.

c.  LIBOR: 7% by year 5, returns to base assumption  
of 4% from year 11.

d.  CPI rises to 5% by 2018-19, remains at that level  
for 5 years. 

e.  Repairs and maintenance costs, and development  
build costs increase by CPI plus 2.5%.

Permanent Changes

f.  Rents continue after 2024-25 at CPI only  
(i.e. no margin). 

g.  Shared Ownership sales prices down  
by 15% throughout. 

h. Only half of business case savings delivered. 

In modelling the stresses, breach of covenants or 
continued financial deficits are deemed to require 
remedial action. Because each company has its own 
covenants, stresses and remedies are done on a 
company-by-company basis. 

The surplus falls from £21 million in year 1 to a deficit 
of £26 million by year 10. As the 10-year factors (voids 
and bad debts in particular) come to an end, there is a 
temporary halving of the deficit, before it declines again.
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Remedies

The remedies employed, company-by-company  
are a combination of; 

   Suspending development.

   Pay restraint.

   Revenue cost savings.

 – Maintenance.

 – Overheads.

   Component savings.

   Asset sales.

Overall, the aggregate group surplus can be maintained. 
However this assumes that all of the cuts can actually 
be made, including:

   25% in repairs, or categories of repairs, in Stonewater 
1 & Stonewater 2 and pay restraint of 3.5% less than 
CPI for 10 years.

   Development is all but discontinued.

   Stonewater 1, Stonewater 2, and Stonewater 3 need  
to be able to continue to refinance, at levels well above 
the base Plan.

   Only in Stonewater has it been necessary to sell 
assets, in order to pay down debt. Stonewater 4 will 
require cooperation with its lender Nationwide, who 
have the right of business plan approval. 

In conclusion, we have the financial 
capacity to deliver the objectives we 
have set for ourselves in this plan and 
continue towards our Vision ‘for 
everyone to have the opportunity to 
have a place they can call home’.

   Stonewater 5, at its current size cannot support 
borrowings for development under the severe 
downside scenarios.

   The measures required in Stonewater 4 and 
Stonewater 5 may make it convenient to merge them 
into larger group companies.

“Failure” in practice: it is always possible to make further 
cuts in a financial model. In practice failure will be when:

   Funding is unavailable / refinancing is impossible.

   No further savings are possible.

   Asset sales are impossible (especially in an 
environment where all Registered Providers  
are sellers).
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