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Value for Money

Vision and Values
Our vision
To transform the lives of people with a disability or
mental health condition by providing the best quality
housing, support and employment services - to enable
them to live the lives they choose, achieve their
personal goals, feel valued and know their voices are
heard. Together, we transform lives.

Our values
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Partnership - we work in partnership with our customers and
build relationships with others that help us serve our customers
better
Respect - we treat our customers, colleagues and others as we
would like to be treated
Innovation - we are keen to try new things – especially when we
can make things better for our customers
Drive - we do the right thing at the right time and everything
we do is driven by our customers’ needs
Efficiency - we make best use of our resources, maximising
efficiency, so we can deliver the best services for our customers

VALUE FOR MONEY
The Value for Money (VfM) Standard, published by the Regulator of Social Housing,
includes specific requirements for registered providers to publish evidence in the statutory
accounts to enable stakeholders to understand the provider’s:
•

Performance against its own value for money targets and any metrics set out by the
Regulator, and how that performance compares to peers

•

Measurable plans to address any areas of underperformance, including clearly
stating any areas where improvements would not be appropriate and the rationale for
this.

The Board has focused on value for money to ensure it underpins the delivery of the
strategic business plan in the most effective way. Strong budgetary control and business
planning processes have ensured the continued financial viability of Advance and have
enabled the organisation to deliver its objectives. The Board reassessed the business plan in
2020 to consider the impact of the pandemic on business targets in the current and future
years, and a further reassessment has been made in 2021 for the impact of measures to
achieve carbon neutrality. The Board monitored performance against the revised targets
closely throughout the year to ensure business plan targets were achieved.
Advance continues to focus on delivering good quality services, which are of paramount
importance to its customers and have benefits for society as a whole. The Board uses
financial and non-financial measures to target specific service areas and to monitor progress
in delivering financial savings or improving quality.
In addition to the Value for Money Standard, the Board reviewed the performance of
Advance against the Value for Money Code of Practice, published by the Regulator. The
Board is satisfied that Advance fully complies with the Code.
Benchmarking Performance
As a specialist housing provider, it is essential that Advance optimises value for money to
fulfil its core aims and objectives. The information below sets out how Advance performed in
2020/21.
In the table below, the 2020/21 metrics for Advance are compared to the 2019/20
benchmark figures, as 2020/21 data has not yet been published. Two sets of comparative
data are shown; the Sector median taken from the Regulator of Social Housing’s Global
Accounts 2019/20, and the median of our selected peer group. The peer group consists of
comparable specialist supported housing providers with less than 5,000 units.
Comparison across years is complicated by the impact of the pandemic. Although Advance’s
KPIs for 2020/21 show a broad improvement against the 2019/20 medians, it is likely that
the medians will have moved significantly in 2020/21 due to the impact of the pandemic and
that the movement in metrics will be reflected in movements in the median.
Table 1: The Regulator’s Metrics
Notes: * Advance does not deliver any non-social housing units.
** Median peer group made up of providers that have total housing stock under 5000
……….
units and are specialist supported housing providers
*** Source – Global Accounts, RSH 2020.

Metric

1
2A
2B*
3
4
5
6A
6B
7

Median
Median
of Global
of peer
Accounts
group**
***

Advance

Reinvestment percentage
New supply delivered - social housing
units
New supply delivered – non-social
housing units
Gearing
EBITDA MRI Interest cover
Headline social housing cost per unit
Operating margin (social lettings only)
Operating margin (overall)
Return on capital employed

Actual
2019/20

Target
2020/21

Actual
2020/21

Target
2021/22

2019/20

2019/20

4.2%

3.2%

3.3%

3.9%

5.0%

6.9%

2.1%

1.3%

1.5%

2.2%

1.3%

1.4%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

1.4%
478%
£12,486
10.1%
4.1%
1.8%

3.8%
403%
£12,924
12.2%
4.4%
1.4%

-0.9%
679%
£13,319
13.5%
6.9%
3.0%

3.2%
469%
£13,735
12.0%
3.9%
1.3%

14.9%
228%
£10,745
8.5%
5.7%
1.9%

44.5%
171%
£3,710
26.8%
24.6%
3.5%

The 2020/21 actual performance, as set out in the above metrics, has been compared to the
projections made in the previous year. This demonstrates a strong performance, although
this has been distorted by the pandemic which has restricted development and property
investment programmes. The restrictions in 2020/21 will have a negative future impact on
KPIs as the programmes catch-up.
Headline Social Housing Cost per Unit
The key value for money metric that measures ‘economy’, minimising the cost of resources
used while having regard to quality, is headline social housing cost per unit. The data
provided in the Regulator of Social Housing Global Accounts shows that the median cost per
unit for supported housing providers is considerably greater than for general needs, due to
the specialist nature of the services provided.
The following chart shows the composition of Advance’s headline social housing cost per
unit in 2020/21 and how it has moved over the last 5 years:

The cost per unit of support services varies widely in the peer group due to the personalised
nature of support contracts. As such, these costs are not related to the number of housing
units and cannot meaningfully be compared in a cost per unit calculation. However,
additional support contracts will generate new income and deliver an increase in the overall
financial contribution.
During 2020/21, Advance grew its Support business by 19.9% compared to prior year. This
added costs of £1.96m which are not related to the number of housing units which Advance
owns or manages. This in turn has led to an increase in headline social housing cost per unit
of 7% over 2020/21. No new growth in Support business was assumed in the projected
headline social housing cost per unit 2020/21 projection.
Support costs have also increased by £259 per unit (4%) from Budget 2020/21, mainly
because of business growth (reflecting the growth in Support income) and cost pressures
because of National Minimum Wage inflation. This means Advance is helping more
customers to live independently and as the increase in Support costs are offset by increased
income, with an improved financial performance. The increase in Support costs as part of
total unit cost is therefore a favourable indicator of value for money in this case.
Table 1a shows the headline social housing cost per unit excluding care and support costs.

Table 1a: Headline social housing cost per unit – excluding care and support costs
Median
of peer
group**

Advance

Metric

Actual Projected Actual Projected
2019/20
2019/20 2020/21 2020/21 2021/22
Headline social housing cost per unit – excluding care and
support costs

£7,275

£7,062

£7,116

£7,424

£7,180

The Board compared the Advance headline social housing cost per unit in 2019/20
(excluding support services) against nine other specialist providers. Advance’s unit cost
excluding support has moved from slightly below the median in 2018/19 to slightly above the
median in 2019/20, largely as a result of increased expenditure on landlord health and
safety.
Table 2: Performance against peer group

NOTE: Headline social housing cost per unit (£000s) excluding charges for support services 2019/20. Source:
Global Accounts, RSH 2021.

Changes in costs
In 2020/21, Advance’s unit cost excluding support service costs reduced by 2.4%. It is
expected that other providers will have had similar unit cost decreases in relation to the
impact of the pandemic on maintenance programmes in 2020/21. The change in unit cost is
set out below.

Excluding
Support

Including
Support

£ per unit

£ per unit

Projected
Incl. Support
£ per unit

7,275

12,486

12,924

106

106

50

Building insurance

32

32

9

Void repairs

39

39

46

Planned/Major Repairs

-130

-130

-187

Capitalised repairs

-114

-114

-82

-10

-10

91

-131

-131

-15

49

49

131

PPE Costs

-

105

105

Care and support (ex PPE)

-

887

247

7,116

13,319

13,319

Unit Cost 2019/20
Legionella works

Registered Home costs
VFM savings plan impact
Other

Unit Cost 2020/21

Landlord health and safety remains a key focus for Advance. In 2020/21 there has been
additional spend on water safety, notably legionella works which have added £106 to the
unit cost.
An increase in insurance claims has led to an increase in insurance premiums. This has
increased unit cost by £32 per unit, a trend which is expected to continue.
Void repair costs also increased. This was largely due to one property which required
extensive work.
There was a significant reduction in both planned revenue (particularly shared ownership)
and capital maintenance against prior year and projection because of restrictions on works
due to the pandemic. This reduction is expected to reverse in 2020/21.
Support costs rose by £1,004 per unit between 2019/20 and 2020/21. This was due to
annualisation of growth in 2019/20 as well as organic growth in 2020/21. Of this £105 per
unit was due to expenditure on PPE to keep employees and customers safe. This additional
expense was recouped through support from local authorities via grants or temporary rate
uplifts.
The total projected unit cost is expected to increase to £13,735 in 2021/22 driven by catchup on capital component spend delayed by the pandemic and the annualisation of the
2020/21 support growth. Excluding Support service costs, unit costs are expected rise to

£7,424 in 2021/22 largely because of delayed expenditure from 2020/21. Compared to the
2019/20 actual and allowing for contingencies in 2021/22 projections (not in the 2019/20
actuals), there is a compound growth of less than CPI over the two years. The projection
therefore represents value for money in the context of Housing unit costs.
Advance continues to invest in its systems and processes to improve efficiency and
effectiveness. Whilst these improvements represent value for money in terms of the
outcomes for customers, they will increase unit cost. Additionally, the longer-term challenge
of improving the carbon efficiency of housing stock will require investment (estimated at
£16m over the next 30 years) which will also increase unit cost.
Measurable actions taken and proposed to improve social housing costs per unit
In 2018 considerable analysis was undertaken to investigate where Advance’s costs
appeared high. The Board approved a comprehensive Value for Money Strategy and
Savings Plan 2019-22. The second-year savings were included in the 2020/21 projected unit
costs. The Savings Plan is reviewed as part of Advance’s annual budgeting process and
updated for known changes in the operating environment.
Table 3: Value for Money Savings Plan

Year

Housing
Support
Central
Overheads
Total
Cumulative

2019/20 2019/20 2020/21 2020/21 2021/22 2019/20 2020/21 2021/22
Target Actual Target Actual Target Actual Actual Target
£k
£k
£k
£k
£k
£CPU* £CPU* £CPU*
Area
134
79
320
266
281
34
117
122
14
14
14
14
15
6
6
7
154

136

201

244

269

59

107

117

302
302

229
229

535
837

524
753

565
1402

99

230

246

* versus 2018/19 base

Advance came close to achieving its savings target for the year. The pandemic had a mixed
impact on performance against plan, as although there may have been some positive impact
on repairs costs and overhead savings, it also made it more difficult to quickly turn around
void properties.
Cumulative savings to 2020/21 were £84k less than was set out in the Value for Money
Savings Plan, largely due to the closure of the project set up with the Probation Service in
2019/20. Although the project was a success, the Probation Service was unable to continue
funding and the project closed as a result.
Performance in relation to plan in each area was as follows:
Housing
Housing produced savings of £266k compared to a target of £320k. The shortfall was mainly
due non-achievement of the voids target.
Further progress was made in actions to reduce responsive repairs cost per unit, including
working proactively to reduce demand areas, improving contractor management, and
reducing recalls and enhancing diagnostics of repairs calls. This resulted in £77k lower

expenditure. It is not possible to determine how much of this saving is due to the pandemic,
but the nature of responsive repairs means that it is unlikely to have had a major impact.
Reducing planned maintenance cost per component for kitchens, bathrooms, heating, etc.
through a range of value engineering actions with contractors achieved a £34k saving on
2018/19 prices against a £76k target. Although behind target, this represents a much better
performance than in 2019/20, with reduced unit costs achieved for boilers (down 18%) and
kitchens (down 11%). As the saving is calculated on a unit cost basis, the impact of the
pandemic on this saving is minimal.
Reducing gas repair costs, through a new 3-star servicing and repair contract saved £58k in
2020/21 against a £52k target. Gas servicing continued throughout the pandemic, so this
has not been impacted.
Although voids improved towards the end of the year the targeted voids improvement was
not achieved. The pandemic had a negative impact with continuing delays in social care
agreeing complementary support hours and some delays with repairs to properties. Voids
remains a focus for the organisation and in order to improve this area a “Task and Finish”
group has been established to improve the void process across Housing and Support.
Support
Support achieved the targeted £14k saving.
The £14k saving in management costs, achieved in 2019/20 through the merging of
services, was maintained throughout the year.
Advance continued to develop long-term relationships with Commissioners and grew
services both organically and through effective responses to tenders and frameworks,
thereby gaining robust and sustainable long-term contracts. Through open and honest
dialogue with Commissioners, several contracts were re-negotiated - ensuring their ongoing
viability and improving the overall margin on Support business.
Central Overheads
Reducing central overheads through a review of systems and processes and staffing
structures achieved savings of £244k, better than the targeted savings of £201k.
Some of the savings have arisen due to the pandemic, with greater than forecast savings on
conferences (£10k) and office costs (£2k).
The targeted saving from setting up a pension salary sacrifice scheme has not yet been
achieved due to the need to prioritise Advance’s response to the pandemic.
The pandemic has forced changes to ways of working. This resulted in expenditure savings
from reduced travel and office costs in 2020/21 (not included as value for money savings
above as they were unplanned). Advance has reviewed the savings made and the 2021/22
Savings Plan targets a retention of those savings wherever practicable.
Other actions being taken to improve value for money include:
•

•

Restructure of Finance Team along business lines to develop better business
partnering and allow dedicated resources to improve key processes in Finance as
quickly as the organisation wants.
A task and finish group focussing on debt, with the target of reducing debt over 90
days old to less than £0.5m.

In addition to the financial Value for Money initiatives, Advance will focus on a range of other
initiatives already set out in our strategy, including:
•
•
•

Deployment of innovative technology in services to improve customers’ lives and
make it easier for customers to engage with us online
Procurement of more energy efficient goods and materials to reduce our overall
environmental impact
Investment in better integrated systems and processes to deliver efficiencies,
improve data quality and support good decision making

Reinvestment % / New Supply Delivered
These metrics look at the investment made in properties (existing stock as well as new
supply) and are a measure of a provider's effectiveness in reinvesting financial surpluses
into new social housing supply. Advance has clear plans in place to develop new properties
and deliver the best quality services.
The Board is pleased that at 1.4% Advance’s ‘new supply delivered - social housing units’
continues to be marginally better than its peer group average (1.3%). £3.5 million was
invested in housing property in 2020/21.
Advance achieved 31 new shared ownership units against a target of 30 in 2020/21 (as part
of wider target to achieve 34 new properties in the year – 30 shared ownership and four
rented properties). This achievement is especially pleasing when set against the background
of the pandemic and the impact on housing sales.
Advance has an undrawn £10m revolving credit facility with Barclays Bank which will be
utilised to drive a more ambitious development programme over the next two years.
Gearing
This metric assesses how much of a provider’s assets are made up of debt and the degree
of dependence on debt finance. It is often a key indicator of a provider’s appetite for growth.
Specialised providers, like Advance, generally have much lower gearing than general needs
providers.
Due to Advance’s high cash balances, its gearing is negative and much lower than the
median of the peer group. However, it should be noted that the cash balance includes
leaseholder funds that are held on behalf of shared owners, to fund maintenance of shared
ownership properties and which cannot be used for any other purpose. The low level of
borrowing impacts not only this measure but also those influenced by the level of interest
cost, including EBITDA and ROCE.
The business plan projects a gearing of 3.0% by the end of 2021/22 and 6.0% at the end of
2022/23 as cash balances reduce and loan balances increase due to the increased
development programme. This remains well below the sector and peer group medians.
Earnings Before Interest, Tax, Depreciation and Amortisation, Major Repairs included
(EBITDA) interest cover %
The EBITDA MRI interest cover measure is a key indicator for liquidity and investment
capacity. It measures the level of surplus generated (adjusted for non-cash items such as
depreciation) compared to interest payable.

The Board is pleased that Advance has a ratio for this measure which is above the median
of both the peer group and the Regulator of Social Housing Global Accounts. Advance has a
relatively low interest cost, arising from its low borrowings, and this results in the EBITDA
ratio being higher than the median. This metric has risen from 478% in 2019/20 to 678% in
2020/21 but is expected to fall to 469% in 2021/22 as Advance invests in its housing stock,
following a restricted investment programme in 2020/21 due to the pandemic, and draws
down loan facility to fund further growth.
Operating Margins, Return on Capital Employed (ROCE)
Operating margins are a key indicator of the financial efficiency of the business. Increasing
efficiency improves margins, which in turn can allow greater scope for reinvestment. ROCE
compares the operating surplus to total assets less current liabilities as an indicator of
efficient investment of capital resources. Specialist providers, such as Advance, tend to have
lower margins and ROCE than average given the financial challenges in the supported
housing sector.
During the year Advance grew its Support business, growing income by 19.9%. The Support
business operates at a much lower margin than Housing and consequently has a detrimental
impact on the overall margin percentage compared to peers. Advance has taken measures
to improve the financial viability of its Support business through contract management and
rate negotiation. This has resulted in an increased margin on Support of £448k in this year.
This is anticipated to move Advance’s overall margin closer to the median, notwithstanding
that the median is likely to increase in 2020/21.
Advance invests in new supply at a rate which is better than the peer group average. This is
at a cost to the operating margin. A small initial loss is made on every shared ownership
property first tranche sale. This deficit reduced margins by £58k (0.2%) in 2020/21. There is
also an additional annual cost of £317k incurred from resourcing housing development.
Advance’s operating margin on social lettings is better than its peers and has risen in
2020/21 due to the reasons outlined above under unit costs. It is highly likely that peer
organisations will also be seeing an improvement, and that the median will rise in 2020/21.
Direct comparison of overall operating margin and ROCE, even with peers, is difficult, as
these figures include non-social housing activities such as commercial lettings and legacies
which can generate very high margins.
Value for Money metrics presented by the Board to reflect Advance’s 2020-23
strategic objectives
Advance’s strategic objectives are set out in the Strategic Plan 2020-23.
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