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Agenda Item 7
Progress to date on the Value for Money Strategy and the Value for Money Self - Assessment
1.0
Summary
Hexagon is making progress on many of the value for money targets set by the Board, although there are a few areas where no progress has been made.

The attached Value for Money Self – Assessment sets out, in a way that is transparent and accessible to stakeholders, how Hexagon is achieving VFM in delivering our purpose and objectives. 
_____________________________________________________________
2.0 Recommendation

The Board is asked to:

· Note the progress against the current Value for Money Strategy

· Agreed the amended target for build cost per M2 for the 15/18 development programme
· Approve the 2015 Value for Money Self-Assessment

3.0 
Background 
3.1 The Board agreed a three-year Value for Money Strategy in May 2014 which included both interim and final targets across 45 cost and quality indicators. This report set out the progress made to date, where this is available.

3.2 The HCA’s regulatory standard on value for money sets out specific expectations of registered providers. It also requires the Board to publish a robust self assessment of how the Association is achieving value for money in delivering its purpose and objectives.  A copy of the Value for Money Self Assessment is attached at Appendix 2. This will be published on Hexagon’s website within a day of approval by the Board. A summary has already been included in the financial statements.  
3.3 The section of Hexagon’s website that addresses VFM in more resident- friendly terms has also been updated. 

4.0 Progress against the 14/17 VFM Strategy
4.1
Progress against the 45 targets in the 14/17 VFM Strategy agreed in May 14 is set out in Appendix 1 (which also forms App C of the VFM Self Assessment).  There has been quite a lot of progress - of the 45 targets, 19 have been met. 10 have not been met, but there has been some improvement on 7 of these. Most of the remainder cannot be assessed until we have the 14/15 Housemark data which, at the time of writing, is going through the Housemark validation process.  
4.2  
The targets where Hexagon has not made progress are as follows:

· Number of development staff per 100 homes developed.  Because we specialise in developing smaller sites, this necessarily comes with a higher management overhead, which is reflected in the target of being no worse than third quartile for this indicator. However, an extra temporary member of staff has been needed to make sure that we find enough sites to develop the 15/18 programme.  There are plans to undertake further benchmarking during 15/16 (see below). 
· The average SAP (energy efficiency) rating seems to have reduced, but this is actually because we now have more accurate data on some of the older properties – the Board has agreed an energy efficiency programme starting in 15/16 to improve SAP ratings

· Resident satisfaction with the repairs service, average void turnaround time and responsive repairs cost per property – the Board is well away of the problems with Richardsons in 14/15. Repair costs continue to be of concern in 15/16.

4.3
Appendix E of the VFM Self-Assessment lists the actions to be taken in 15/16 as part of the VFM strategy. 
5.0 Development benchmarking
5.1
The Board has asked for further information on value for money in relation to the development programmes. As very little benchmarking is available from Housemark in this area, the Development and Regeneration Director has persuaded peers in the L8 group to sign up to more detailed benchmarking via SDS Catalyst.  The intention is to compare Hexagon’s performance to those who develop similar sites. Hexagon’s input is currently being validated and we should have comparatives to report to the Board in January 2016. 
5.2
In the meantime, it is clear that the target for build costs per m2 for the 15/18 development programme needs to be amended. The target agreed in May 2014 was the same as that for the 11/15 programme. But building contract tender prices have risen since then, and the target is not achievable. Based on the 15/18 programme costs to date, it is recommended that this target by increased by 11% from £1550 per m2 to £1720 per m2.
6.0
How the VFM self assessment meets the HCA requirements
The HCA VFM standard sets a specific expectation that the assessment shall:

· Enable stakeholders to understand the return on assets measured against the organisation’s objectives

· Set out the absolute and comparative costs of delivering specific services

· Evidence the value for money gains that have been and will be made and how these have and will be realised over time

The self assessment uses these headings to make it easy for the HCA to check for compliance. 
7.0
How the Board gains assurance on VFM
The required outcomes of the HCA VFM standard are set out in Appendix 3, together with how the Board gains assurance that Hexagon meets the standard.
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