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Executive Summary
Introduction
This strategic review examines the housing management options for Westminster City
Council (WCC). It highlights the successes and advantages of the current ALMO, CityWest
Homes (CWH), as well as helping WCC to improve performance and generate efficiencies
where possible. It covers the following key areas:


A review of:
a. the ALMO housing management model
b. CWH as a housing manager, in relation to successes, failures, costs and
benefits. This includes comparative and benchmarking analysis.



An evaluation of housing management options analysing the costs, benefits,
drawbacks and legal requirements of each. This takes into account the
objectives set out by WCC as landlord and the needs of the residents.



Consultation – information on what level of consultation is required and how
each option will affect residents and external stakeholders.



Recommendation – a clear set of evidence-based conclusions for WCC to
consider, taking into account the Council’s objectives as a landlord.

Our approach to the project has four key components:


Project-briefing and management



Internal assessment – including a document review, benchmarking exercise,
assessment of the Housing Revenue Account (HRA) Business Plan, and
interviews and workshops with key CWH and WCC staff, councillors and
residents.



External review – including a housing management sector overview, case
studies showing the diverse approach to housing management in the UK, and an
overview of international housing management models.



Options development and assessment – including an assessment of the
implications of each model for WCC.

This review was carried out between September and December 2014.
Section A: Review of CWH as a housing manager
This phase of the review examined the strengths and weaknesses of CWH as a manager of
homes, delivering housing management, maintenance and refurbishment, and
neighbourhood services on behalf of WCC to 12,170 rented properties and 9,000 leasehold
properties. We drew on a range of primary sources, including key documents, financial and
performance data, and stakeholder views to consider CWH’s current position.
Section A consists of:


Document review – including strategy documents, business plans, the CWH
Management Agreement, financial accounts, performance data, and board and
committee papers and presentations.



Benchmarking – including both detailed benchmarking using the latest
Housemark data, as well as an assessment of HRA assumptions per property
with reference to our experience of working with other housing providers.
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Review of high-cost areas and value for money considerations – we looked at
reasons for high-costs in areas identified as such through our benchmarking
exercise. We also considered CWH’s transformation plans in these areas and
made recommendations related to existing plans, and additional measures that
CWH could investigate.



Stakeholder views – we gathered views from CWH staff, members, WCC staff,
and external stakeholders, via surveys, interviews and a number of workshops.



Baseline financial position – we reviewed the current HRA Business Plan by
considering the reasonableness of the underlying assumptions, commenting on
the financial strength and the available capacity for improvement.

We have grouped our key findings into four categories:
Successes
CWH has one of the highest satisfaction ratings in comparison with other London ALMOs,
local authorities and local housing associations. CWH has the highest satisfaction rating for
service provided (88%) when compared with 14 of its peers among London local authorities
and ALMOs. CWH also achieves higher satisfaction rates with service provided than local
housing associations such as Peabody and Octavia. Only AmicusHorizon among the largest
housing associations in London achieves slightly higher satisfaction scores.
CWH also has a high rating among tenants for satisfaction with the overall quality of their
homes (82%). This is the second highest satisfaction score when compared with 14 London
local authorities and ALMOs in CWH’s peer group.
High satisfaction with overall home quality may be explained by the high standards of
refurbishment that CWH maintains in its tenanted stock. After achieving Decent Homes,
CWH now has over half of its stock at a higher ‘CityWest Standard’.
CWH has recently performed well against KPI targets set in line with the Management
Agreement, with only the repairs costs and lessee satisfaction with major works
underperforming against targets set.
Internal CWH staff satisfaction with the organisation is high. WCC officers also have a
generally positive perception of CWH and its contribution to Council objectives. However,
based on the small sample of responses to the councillor’s survey, external perceptions of
CWH do not match the reality of its performance, suggesting that CWH needs to
communicate its successes better.
Areas for improvement
Through our benchmarking exercise, document review and stakeholder interviews we
identify a number of areas that require improvement.
Despite overall satisfaction being high, satisfaction with major works consultation remains
very low (41%). The performance figures were supported by first-hand evidence provided by
resident representatives. They reported that information about plans for major works is often
provided late to leaseholders, leaving them with little time to plan payments for the work.
Major works itself was an area that residents reported as being the source of significant
dissatisfaction. This was largely due to a major works not being programmed and delays in
major work projects.
Complaints handling is another area that was reported as poorly performing. Both councillors
and residents highlighted this as a concern. CWH executive staff have acknowledged this as
a problem and are working to make improvements.
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There is a need for better alignment between the goals of WCC and CWH. Some effort has
been made by CWH to highlight alignment where it occurs. In practice, there is little
evidence of formal integration or alignment of strategic goals outside those specified in the
Management Agreement. As a significant client and sole shareholder of CWH, WCC’s
strategic priorities could be better represented in CWH’s strategies.
Better strategic alignment between WCC and CWH could be achieved through stronger
client engagement and awareness from WCC. WCC should be adequately consulted during
the development of CWH’s strategy and WCC should share its wider strategic objectives
with CWH.
Costs
Although CWH achieves one of the highest levels of satisfaction, it is also one of the most
expensive housing providers (per property) in comparison with peers. Housemark data
indicates that CWH’s total housing management cost per property is £506 against a peer
group median of £383. This makes CWH the second most expensive in term of housing
management among a group of 17 comparable London local authorities and ALMOs.
However, a reduction in average management costs is being actively pursued by CWH;
performance reports show that CWH has exceeded stretch targets in this regard.
CWH’s overheads are also expensive. The cost of overheads as a percentage of turnover is
the second highest out of the same group of comparable organisations: CWH’s overhead
cost as percentage of turnover is 10.36% compared with a median of 8.36%.
CWH is also more expensive than the median when it comes to the cost of responsive
repairs and void works per property: £996 compared with a median of £907. CWH is a top
quartile performer for average cost of responsive repair but, as it delivers a comparatively
high number of responsive repairs, the service is still costly per property. Performance
reports show CWH has not achieved its base target for reducing repairs costs, although
there has been significant progress on 2012/13 figures.
There are a number of reasons behind CWH’s relatively high key costs. These include:


High number of staff and labour intensive manual processes.



High number of local and estate offices (CWH maintains three times the number of
offices than its closest peer). Office premises costs are high.



Westminster operates 12 Tenant Management Organisations, with associated costs.



CWH provides IT support for other organisations and council teams and processes a
high volume of non-standard IT solutions.



High proportion of listed properties. Maintenance and refurbishment costs on listed
properties can be up to 20% higher compared with non-listed.



High pension costs due to a final salary pension scheme.

Efficiency and achieving better value for money are key strategic priorities for CWH. It has
recognised and begun to reduce its high management costs. It plans to reduce like-for-like
annual operating costs by 20% by 2018/19 through the implementation of its Six Sigma
programme, the development of a new value for money strategy, the establishment of a
transformation programme, and generating external revenue.
While CWH’s costs are currently high, there is scope for cost reduction and improved value
for money. The successful implementation of CWH’s transformation plans, in line with our
recommendations, has the potential to yield savings of up to 20% across its core operating
costs. We recommend that CWH target 20% reduction in the wider costs to the HRA that
CWH can control, rather than just core operating costs.
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Making savings across this wider cost-base would be facilitated by CWH taking more
responsibility for the HRA as a whole. This should be encouraged by WCC.
We have also identified further steps that CWH could take which could result in savings of a
further 3-5%. However, benchmarking suggests that there may be a trade-off between cost
and quality the more savings are made past 20% of current costs.
Benefits and opportunities
There is both the financial capacity in the HRA and the ambition within CWH to deliver a
range of new services to third parties thereby generating income for WCC.
WCC’s HRA Business Plan is currently viable and indicates the financial strength to provide
additional services or further investment. Financial capacity could be further increased
through:


earlier use of the headroom available up to the increased borrowing cap



delayed repayment of loans



efficiency savings within management and revenue maintenance costs.

New services could be either for WCC or, commercially, to other organisations and
customers. CWH’s current focus is on expanding its business with third parties. CWH aims
to generate ‘at least 20%’ of revenues from third party sources by 2018/19.
CWH has identified parts of its existing business that have potential for commercial
expansion within Westminster and further afield. These business areas include lessee
services, CityWest Direct (which manages Westminster Community Homes stock),
CWResidential (private lettings, sales and property management agent) and the
regeneration team.
These opportunities, using available resources, have the potential to support WCC through
generating additional net income for either the HRA or WCC general fund.
Section B: Review of housing management models
This section of the review considers a range of different models for delivering social housing
management and repairs and maintenance. Trends in the sector, domestically and
internationally, were assessed and models of management were analysed. This enabled us
to outline the options for housing management and evaluate them according to the benefits,
drawbacks and legal implications for WCC.
In the UK as a whole there is a divergence in housing management practice; new ALMOs
are being created, but in London there is a trend to bring ALMOs in-house. This is
particularly pronounced for round 3 and 4 ALMOs created between 2004 and 2006.
We considered five models of council housing management across the spectrum of
arrangements from those fully owned and managed by the council, through to those owned
and managed by an independent entity:


In-house management: In this model council housing is managed within the local
authority. Around 100 local authorities in England manage their own stock.



Thin ALMO: The ALMO focusses on delivering only core housing and maintenance
functions such as tenancy management, repairs and maintenance, and
neighbourhood management (such as ASB). A thin ALMO may also include a
housing development function.



Fat ALMO: Alongside housing management functions, a fat ALMO will deliver a
range of additional services, either for its parent local authority or commercially.
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Stock transfer: Stock transfer organisations are formed through the transfer of stock
ownership from the council to a Registered Provider. Over 1.3 million homes have
transferred from 130 local authorities in England since the 1980s.



Super ALMO: Super ALMOs are formed when a number of local authorities share
their housing management.

The advantages of having a ‘Thin’ or ‘Fat’ ALMO are that the ALMO focuses solely on
delivering housing services and can achieve efficiencies in this area through control of costs
and processes. Having an ALMO also allows the council to focus on strategic priorities, as
delivery is managed by the ALMO.
Section C: Recommendations/options
Our review, benchmarking and interviews of key stakeholders indicates that the ALMO is
financially strong and there is no financial or performance imperative to either bring the
ALMO back in-house or to transfer it. Overall, CWH delivers a high-quality service and is an
excellent housing manager. While CWH has its challenges with value for money, it has great
potential for both its residents and WCC.
There are, however, particular areas of service delivery which CWH should address in more
detail. These include:


Major works



Consultation with leaseholders regarding major works



Complaint and enquiry handling



Formal alignment between the strategic goals of WCC and CWH



Responsive repairs costs



ICT and other overhead costs



Staffing



Communication with residents and councillors.

We also recommend that WCC exercises stronger client awareness, management and
performance management of the ALMO, including delivery against business plans and
objectives. WCC should ensure that its strategy and objectives are reflected in those of
CWH, that the implementation of CWH’s plans is properly scrutinised, and targets are met.
There should also be a clearer line of sight on CWH’s performance within WCC at councillor
level.
While there is scope for cost savings to be generated through efficiencies, there will be a
tipping point at which a lower cost service will also be a lower quality service. WCC must
make clear its quality of service, resident satisfaction and cost priorities.
While, as stated above, we do not feel there is a case to either bring the ALMO back inhouse or to transfer it, WCC should consider which ALMO model best suits its needs and
ambitions; whether it be a thin ALMO model focussed on generating efficiencies for the
HRA; a fat ALMO which can generate income for the general fund; or even a Super-ALMO
sharing services across a number of local authority boundaries.
It would be most acceptable to stakeholders for CWH first and foremost to focus on
improving performance and value for money in the areas identified as weak in this review.
There was a general consensus among councillors and residents that CWH should remain a
5
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housing provider at heart and that it had work to do to improve core services. Stakeholders
we spoke to were generally open minded about the prospect of CWH diversifying into some
areas in the longer term. Diversification into other service areas or offering existing services
to third parties could improve CWH’s net financial benefit to the HRA and general fund.
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1

Introduction

1.1

Context of the review

1.1.1 In 2002 the Council created CityWest Homes (CWH), an arms length management
organisation (ALMO) to manage its housing stock. Arms length management was
one of the options promoted by the government in 2000 as a means by which local
authorities could meet a number of the policy objectives of the time: the separation of
strategic and operational housing roles; facilitating Decent Homes investment to
improve the social housing stock; and giving tenants a greater say in the
management of their homes.
1.1.2 Since that time many ALMOs have completed their initial objectives and
subsequently been brought back into local authority management (in-house), while
others have diversified and taken on new roles supporting their local authority (Fat
ALMO).
1.1.3 Seven of the 19 ALMOs in London have been brought back in-house with a number
of others having announced plans to do so soon. Most recently LB Hounslow has
announced that Hounslow Homes will return to in-house management. Currently
there are 47 ALMOs, a significant reduction from the 70 that existed in 2009.
1.1.4 The WCC and CWH have recently (2012) signed a new 10-year Management
Agreement. The Agreement has a break-clause at year five, which is in March 2017.
WCC has procured this review to highlight the successes and advantages of the
current ALMO, as well as to help the Council improve performance and generate
efficiencies where possible. This review provides WCC with an opportunity to
consider new options that may have emerged in the marketplace.
1.1.5 Its focus is upon ‘housing management’, which we have defined as core activities
taken on by a social housing landlord to ensure that stock and tenancies are
maintained. This includes; tenancy management, repairs and maintenance, and
neighbourhood management (for example anti-social behaviour). While we have also
discussed regeneration and development in this review, we do not include it within
our definition of ‘housing management’ as we feel these are additional responsibilities
outside those required from a landlord.
1.2

WCC housing arrangements

1.2.1 Alongside its ALMO, WCC also holds a 33.3% share in a Registered Provider (RP),
Westminster Community Homes (WCH).. WCH was formed in 2010 to allow WCC to
access additional funding opportunities to develop new stock. WCH has nearly 400
properties, all of which are managed by CWH through City West Direct (CWD).
Whether WCC or WCH owns stock does not affect the housing management function
which is the primary focus of the review. However, the existence of the RP alongside
the ALMO does mean that WCC has more options than other local authorities when
considering development and diversification.
1.2.2 Within the ALMO, CWH is not solely responsible for the operational delivery of
housing management. WCC has 12 Tenant Management Organisations (TMOs).
Local Management Agreements (LMAs) are in place to give these groups of
residents control of cleaning and grounds maintenance services. In these areas CWH
only provides a partial housing management service – dealing with tenancy
management and repairs and maintenance.
1.2.3 Additionally, the management of 10,000 homes, approximately half of WCC’s stock,
is contracted to Pinnacle. CWH performs the client function on behalf of WCC and
maintains overall responsibility for housing management. The current contract with
7
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Pinnacle commenced in June 2011 and runs for five years, however Pinnacle has
been working with CWH and WCC since 1995. As the focus of this review has been
the performance of CWH, we have not considered separately how Pinnacle delivers
housing management as the contract management of this service is a responsibility
of CWH. We have however noted the impact that Pinnacle’s service has on CWH’s
costs.
1.3

Review objectives

1.3.1 The purpose of this review is to work with WCC to deliver a strategic review of
housing management options. Key areas of work completed as part of this project
are:


A review of:
(a) CWH as a housing manager, in relation to successes, failures, costs and
benefits. This included a comparative/benchmarking analysis
(b) the ALMO housing management model.



An evaluation of housing management options analysing the costs, benefits,
drawbacks and legal requirements of each option. This takes into account the
objectives set by WCC as landlord and the needs of the residents.



Consultation – information on what level of consultation is required and how
each option will affect residents and external stakeholders.



Recommendations – a clear set of evidence-based conclusions for WCC to
consider, taking into account the Council’s objectives as a landlord and its
requirements to secure high quality and efficient management of its housing
portfolio, and deliver high levels of customer satisfaction.

1.3.2 This report includes our detailed findings.
1.4

Our approach

1.4.1 Our approach to the project, as detailed in the proposal, has four key components:




Project briefing and management: We:


Held a full briefing with officers at the outset of the project – in which
we agreed the scope, confirmed our approach and set milestone
dates



Set up a full project plan to monitor progress against these milestones



Scheduled regular verbal updates between officers and our project
lead



Nominated a single point of contact for all day-to-day enquiries on the
project.

Internal assessment: The internal assessment formed our initial research for
completing the review. It provided a strong basis of understanding the current
position, context and objectives of WCC, and furnished us with valuable
information which we have used to review the current model and identify options
for the future. Activities included:


Document review.



Review of the HRA Business Plan.



Interviews with stakeholders, including
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Senior CWH staff



CWH board members



CWH residents



WCC staff members



WCC councillors



External stakeholders, Pinnacle and Peabody.

These activities enabled us to complete a detailed appraisal of the current model
at CWH. This appraisal included an assessment of costs and performance, and
an identification of strengths and weaknesses. It also included views on the
current model from a wide range of stakeholders.


External review: The external review formed our additional research for the
review. It included benchmarking activity and the development of case studies. It
provides WCC with a strong understanding of “best in class” and contemporary
initiatives being used by others to improve their housing management services.
The review also provides evidence to help assess the options available to WCC
to achieve its priorities.



Options development and assessment: We developed options for the future of
WCC’s housing management services using evidence from the internal and
external review. We then completed a detailed evidence-based assessment of
each option for WCC to consider.

1.4.2 We present the information from these activities in three sections, in line with the brief
provided by WCC;


Section A: Review of CWH as a housing manager: This section focuses on
CWH’s performance, providing an analysis based on our internal review and
benchmarking. Overall, we found that CWH provides a high quality, high cost
housing management service.



Section B: Review of housing management models: This section considers
different delivery models and recent trends in both the UK and abroad. We
assess five UK models of housing management for their impact upon, and
suitability for, WCC.



Section C: Recommendations for future delivery: We consider how WCC and
CWH could better ensure that WCC’s housing management objectives are
achieved, making recommendations for both CWH and WCC.

1.4.3 This review was conducted between September and December 2014.
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Section A: Review of CWH as a housing manager
Introduction: CWH as a housing manager
Our assessment drew on a range of sources to consider CWH’s current position. We have
completed a document review, benchmarking and a review of CWH’s financial position.
The information from these activities, and our knowledge and experience of best practice in
the sector, has enabled us to identify strengths and weaknesses of CWH’s approach. We
have used this to assess different housing management models in section B.

2

Document review

2.1

Introduction

2.1.1 Both WCC and CWH provided us with access to a wide range of documentation
appropriate to this review. This included:


Strategy documents



Business plans



CWH Management Agreement



Financial accounts



Performance data



Board and committee presentations.

2.1.2 A full list of the documents we reviewed is provided at Appendix A.
2.1.3 The purpose of the document review is to provide the background context to the
services provided by CWH, how it interfaces with various parts of WCC, and what the
organisation’s current strategic direction of travel is. Some comments on the
documents we have reviewed are provided below.
2.2

Delegation of activities/responsibilities

2.2.1 CWH is responsible for the management of WCC’s housing stock and contributes to
the development of relevant Council strategies, policies, plans and initiatives.
2.2.2 CWH provides core housing management services such as tenancy management
repairs and maintenance, and neighbourhood management/services. As part of
managing WCC’s housing stock, CWH has a number of related responsibilities which
are detailed in
the
Management
Agreement for
2012-17.
These
services/responsibilities include:


Undertaking relevant resident consultation and involvement processes.



Commissioning major works and refurbishments (within approved limits of
delegation).



Implementing home ownership policies including Right to Buy determinations.



Providing Support Services under the Supporting People regime.



Youth and Community engagement.



Creating employment opportunities for residents.

2.2.3 Outside the core housing management services mentioned above, CWH has an inhouse regeneration and development department which provides project
10
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management and technical skills on such housing regeneration schemes as directed
by WCC.
2.2.4 Housing Options is managed by another contractor for WCC (Residential
Management Group Ltd) as are housing benefit claims (Capita). However, CWH
procures units directly to be used as temporary accommodation.
2.2.5 WCC sets strategic direction, approves any contracts outside CWH delegation limits,
manages disposals, manages commercial property, and manages media relations.
2.3

Direction and Strategy

2.3.1 WCC is in the second year of a five-year plan to make WCC a safer, healthier, more
enterprising and more connected authority. Better City, Better Lives is built on the
guiding principles of fairness, opportunity and responsibility1.
2.3.2 In pursuit of these principles there is a strong commitment to local residents taking
more responsibility for health, well-being, care, and obtaining information from WCC.
There is also an emphasis on opportunity through investment in start-ups and SMEs
as well as supporting people into employment.
2.3.3 Value for money is a strong theme of the plan: efficient new ways of working, and the
sharing of responsibility with residents, means that WCC’s money goes further and
achieves best value. It is part of the vision of a more ‘enterprising city’ with
enterprising and sustainable local public services making council funds go further.
This priority is perhaps the one most immediately relevant to CWH.
2.3.4 The Better City, Better Lives vision is supported by a number of objectives in the
Housing and Property Service’s business plan (2014/15). Priorities for the
housing service for 2014/15 include:


Active homelessness casework to prevent 525 households from becoming
homeless.



Delivering over 200 new homes at target and affordable rent, and over 200
new homes for shared ownership by March 2016.



Progressing the regeneration of six Westminster neighbourhoods and estates.



Development of new employment programme targeted at residents – helping
40 households affected by the household benefit cap into work.



Achieving value for money in services and buildings.

2.3.5 CWH supports WCC’s objectives outlined in Better City, Better Lives. A CityWest
document describes CWH’s contribution. This information was used to demonstrate
the alignment of CWH strategy with the Better City, Better Lives plan in a
presentation (Our strategic plan 2014-2019) by Nick Barton, then CWH CEO, to the
Housing, Finance and Customer Services Policy and Scrutiny Committee in June
2014, and in a similar presentation to the CWH Board in November 2014.
2.3.6 The evidence details the following activities that support the WCC plan:


A healthier, safer city
o

1

CWH has refocused its ASB services since 2011, placing an ASB
expert in each of its four areas and increasing partnership working
with WCC and the police.

WCC’s new strategic vision ‘City for All’ was not published when this review was carried out.
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o

CWH works with the Primary Care Trust to profile health inequalities
around the city.

o

CWH provides estate-based youth clubs which offer sports and
playground facilities.

An enterprising city
o

CWH’s employment team is a partner in the Westminster Works
project. CWH has assisted 130 residents back into work and given
support to a further 350.

o

CWH introduced an apprenticeship programme across the frontline
service several years ago and are now seeing the first middle
managers who have come up through this programme

o

CWH delivers sustainable services through partnerships with private
sector service providers such as Pinnacle and RMG. In-house teams
claim to be at least as good as the best private sector equivalent.

A more connected city
o

CWH involves residents within its governance structures. Area
Management Committees scrutinise service delivery and drive service
improvement.

o

CWH conducts contract management meetings in a transparent way
by enabling residents to attend and request agenda items.

2.3.7 While the evidence we have reviewed shows some alignment between WCC’s Better
City, Better Lives vision, we are not aware of any formal, published or easily
accessible internal trackers or strategy papers that define direct links between the
WCC strategy document and CWH’s corporate strategy.
2.3.8 As a significant client and sole shareholder of CWH, WCC’s strategic priorities could
be better represented in CWH strategies. WCC strategy should be considered closely
in the development of any CWH corporate strategy.
2.3.9 CWH’s draft strategy for the current five years, Living our Vision (Draft strategy
2014-19), uses the proposed priorities specified in the Management Agreement with
WCC as its starting point. The Management Agreement identifies three areas of
particular priority. These are:


Transforming lessee satisfaction (expressed as “improving services for
leaseholders” in the CWH draft 2014/19 strategy).



Improving the quality of housing through long-term asset management and
planning (expressed as “develop a joined-up and long-term approach to asset
management and investment” in the CWH draft 2014/19 strategy).



Improving efficiency and value for money (expressed as “improve value for
money” in the CWH draft 2014/19 strategy).

2.3.10 Alongside the objectives drawn from the Management Agreement, CWH has an
overarching vision to become “the leading provider of housing services”. This is
defined by CWH as achieving resident satisfaction above all peers and reaching a
top five position according to HouseMark benchmarks for efficiency and cost.
2.3.11 There is a strong financial imperative behind the draft 2014/19 strategy. CWH is
facing rising costs due to forecast increases in inflation and the cost of regulatory
changes. It is CWH’s objective to reduce operating costs and increase revenue from
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third parties. CWH also intend to “lay down a vision for the future that aims to
generate a growing dividend stream for [WCC]”.
2.3.12 The dual objectives of reducing operating costs and generating a dividend stream for
WCC form a significant part of CWH’s vision for the future. CWH hopes to reduce its
like-for-like annual operating costs by 20% by 2018/19 through the implementation of
Six Sigma practices and the adoption of leading-edge IT applications. CWH also
aims to generate ‘at least 20%’ of revenues from third-party sources by 2018/19. It is
important to note that these objectives are consistent with WCC’s vision of an
‘enterprising city’ and with ‘enterprising and sustainable local public services’.
2.3.13 However, the source of the 20% target is not clear, and this objective does not
appear to be linked to the HRA Business Plan, as discussed in chapter 3 below.
Moreover, the monitoring of this target and accountability for its achievement is not
well-defined. These are issues that can be resolved by a more engaged clienting
approach from WCC. WCC should play a more active role in ensuring targets are
aligned with the HRA Business Plan and that target monitoring is adequately defined
and performed.
2.4

Strategic growth ambitions

2.4.1 CWH intends to increase the proportion of its revenue from third parties from its
current share of 3.2% to at least 20%. In pursuit of this objective CWH has identified
lessee services, CityWest Direct (which manages Westminster Community Homes
stock), CWResidential (private lettings, sales and property management agent) and
the regeneration team as parts of the business with potential to expand commercially.
2.4.2 Commercial expansion would primarily involve the provision of services to third party
organisations or landlords both within Westminster and further afield. CWH proposes
to establish a business development function to draw up business cases and an
operational plan. CWH intends to invest £150k to fund the work of this business
development group from 2016/17 onwards, once planned business transformation
and value for money activities have begun to be embedded.
2.4.3 Using established teams to diversify into service provision to third parties is a
strategy that has been employed by a number of other ALMOs. Many of the services
identified by CWH have precedents in the ALMO sector. For example, Colchester
Borough Homes offer letting and tenancy management services as well as
neighbourhood warden services, communal cleaning and ASB services to private
sector and non-profit landlords.
2.4.4 A number of ALMOs have established development and regeneration functions which
allow them to act as the local authority’s developer of choice. Examples of these in
the case studies below are Lewisham Homes and Barnet Homes.
2.5

Performance and KPIs

2.5.1 Performance and KPI data is reviewed in the benchmarking section of this report.
However, as part of our document review we examined reports on the performance
of CWH that have been provided to WCC Cabinet.
2.5.2 The Summary of CWH Performance 2013/14 prepared by the WCC HRA and
Strategy Team shows performance of CWH against targets linked to incentive
funding. The performance summary shows very good performance in tenant and
lessee satisfaction against targets (90% and 70% respectively against stretch targets
of 84% and 63%). The sole exception is lessee satisfaction with consultation
regarding major works which is 41% against a base target of 50%.
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2.5.3 Asset management and planning targets were met, with strong performance in the
number of new schemes with timely starts on site as well as good performance in the
number of additional units acquired. There is still some work to be done in both
bringing more units up to the CityWest Standard (56% achieved against a stretch
target of 58%) and in resident satisfaction with major repairs (72% against a stretch
target of 76%). There is also room for improvement in satisfaction with how ASB
cases are handled (77% against a stretch target of 90%).
2.5.4 With regard to driving efficiencies, CWH is shown not to have achieved its base
target for reducing repairs costs, although there has been significant progress on
2012/13 figures. Rent collection exceeded stretch targets (achieving 98.68%) as did
the reduction in average management costs. Overall, CWH has recently performed
generally well against KPI targets with the repairs costs and lessee satisfaction with
major repairs consultation being the most underperforming areas.
2.6

Budget

2.6.1 The 2014/15 CWH budget report shows a decrease in fees from WCC for a fourth
consecutive year. The 2014/15 budget shows a decrease on the previous year in
budget for CWH, CWD and the development team. Lettings income has increased.
Overall staff costs have increased by 2.6% on 2013/14 but non-staff costs have
decreased by 9.5%. However, staff numbers have also increased by over 4%.
2.6.2 The budget report states that increases in staff costs are due to previous savings that
were made in directors’ posts and other vacancies which have now been filled. There
are also increases in costs for resources for an online services project, the
development team and right to buy activity, all of which are said to be offset by
income.
2.7

Value for money

2.7.1 Providing high quality and value for money services to residents is a priority for
WCC’s Housing Services client team. One way they are seeking to achieve this is by
supporting CWH in being “more commercially-orientated, offering a better return to
the Council as shareholder”. The Housing business plan also states that Housing
Services expects CWH to focus on improving the customer experience, particularly in
the provision of online services.
2.7.2 CWH’s strategy also prioritises achieving value for money. As detailed above, in its
draft 2014-19 strategy, CWH is focused on reducing costs while improving both
customer satisfaction and quality of housing. CWH has responded to Housing
Services’ expectations for improved online services with a two-year strategy which
concentrates on online services and mobile working, business software solutions,
and cloud computing. CWH is also considering other cost saving measures, such as
outsourcing its IT service desk function. By 2018 CWH forecasts a £1.4m per annum
saving as a result of more online services and an improved IT capability. CWH’s
strategy estimates implementation costs of around £3.3m to achieve these
improvements.
2.7.3 While CWH is currently a high-cost organisation when compared with other ALMOs
in London (this is explored in the benchmarking chapter), it should be noted that we
reviewed a number of documents that indicate progress in reducing costs and
improving value for money.
2.7.4 Possibly the most significant drive toward achieving value for money is CWH’s Six
Sigma programme. Known as C2, CWH’s continuous improvement programme,
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based on Six Sigma methodology, was launched in June 2014. C2 is expected to
deliver both an improved quality of service and improved efficiency and effectiveness.
2.7.5 Over 50 staff have already attended awareness training; the intention is to initially
train four staff across the organisation as Six Sigma ‘Green Belts’2. These first ‘Green
Belts’ will lead a process improvement project with ‘Yellow Belt’ trained staff
members.
2.7.6 The first process improvement projects include:


a process to prioritise IT projects



a process to halve the time taken to deal with temporary parking requests



a project to reduce the time it takes to approve recruitment to a position from
20 to 8 days



a project to increase the number of repairs fixed first time.

2.7.7 The programme document gives reasons behind the selection of these processes for
Six Sigma methodology. The rationale for prioritising IT projects is that the IT team
receives a high number of requests for non-standard services, and that a system of
prioritisation is needed. However, a high number of non-standard services may itself
be cause for concern: one that is not addressed in any of the documents that we
have reviewed.
2.7.8 CWH hopes to reduce its like-for-like annual operating costs by 20% by 2018/19
through the implementation of Six Sigma practices and the adoption of leading-edge
IT applications.
2.8

Conclusion

2.8.1 Although independent, the ALMO is keen to align its strategy with that of WCC.
However, there are no formal published or easily accessible documents that directly
link CWH and WCC’s strategies. We would expect CWH, as a significant client and
shareholder, to better reflect WCC’s strategy in its published documentation and
objectives. The social impact scorecard work currently being developed may go
some way to address this as we understand there is a greater focus on alignment,
and that the CWH team are working to reflect WCC goals in the transformation plan.
2.8.2 Online services are named in the Housing Services Business Plan as a particular
area for CWH to focus on to achieve better value for money. This is reflected in
CWH’s draft strategy which includes the implementation of full online service
capability. This part of its IT improvement strategy with a target completion in the
financial year 16/17.
2.8.3 Overall, CWH has recently performed well against KPI targets set in line with the
Management Agreement, with only the repairs costs and lessee satisfaction with
major works consultation underperforming against targets set.
2.8.4 There is a strong financial imperative behind CWH’s draft 2014/19 strategy, with the
dual objectives of reducing operating costs and generating a dividend stream for
WCC. CWH is setting ambitious targets for the future. CWH hopes to reduce its likefor-like annual operating costs by 20% by 2018/19 and aims to generate ‘at least
20%’ of revenues from third party sources by 2018/19. However, it is not clear where
these targets have originated from, or how performance against these objectives is
being measured.
2

Six Sigma champions are referred to as ’Black Belts‘, ’Green Belts‘ or ’Yellow Belts’.
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2.8.5 The Six Sigma programme being introduced by CWH represents its most significant
drive toward achieving better value for money. However, the Six Sigma programme
states that CWH has a high number of bespoke IT projects which may significantly
contribute to costs.
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3

Baseline financial position – HRA business plan

3.1.1 Following our review of CWH’s documents, we have reviewed these documents and
models to assess the current financial capacity of WCC’s HRA Business Plan:


HRA Business Plan and Asset Management Strategy v11 – May 2013



Cabinet Report Housing Management Strategy and HRA Business Plan – 24
February 2014



HRA Self-financing Model 2014 version 30 (Excel Model)



HRA Self-financing Model 2015 base (Excel Model approved by Cabinet in
December 2014).

3.1.2 Based on the 2015 Model, we have reviewed the main underlying assumptions,
commented on the financial strength of the Business Plan, and considered whether
there is any available capacity to further improve services or benefit the Council. This
has allowed us to further develop insights from the document review and better
understand how the performance and strategy of CWH is linked to the HRA. Please
note that the 2015 HRA business plan which was approved by Cabinet in December
2014 has significantly improved the position of the HRA, with £50 million additional
headroom over the first ten years, and no additional borrowing required.
3.2

Review of assumptions

3.2.1 The financial projections within the 30-year HRA Business Plan model assume
underlying inflation of 2.0% throughout, which we consider to be a reasonable
assumption. Rent increases of 3% for 10 years are in line with current government
policy of CPI + 1%, thereafter rent increases of 2% have been assumed, which is a
prudent approach. All other income (except for commercial income in year 2 which
has been increased by 3%) has been increased by inflation of 2% only, which is also
prudent. Management cost savings are assumed over the first 3 years (real increases
of -1%) then increases of inflation only. These increases may be difficult to achieve
over the life of the plan and will require continued efficiency savings. Repairs costs
are assumed to increase at inflation + 0.5% which is in line with our expectations.
3.2.2 The model assumes voids of 2% in 2015/16 and 2016/17 then 3% for 5 years to
allow for the impact of welfare reforms, reducing to 2% from year 8 onwards. Bad
debts increase from 2.14% in 2015/16 to 2.74% from year 5 onwards. Both appear to
be reasonable assumptions.
3.2.3 General management costs within the model are high but CWH is already addressing
this through a programme of efficiency savings. The net management cost within the
2015 model, having deducted leaseholder costs recharged, is £17.3m or £1,432 per
unit. We would expect general management costs within London (including housing
management staff costs) to be in the range of £1,000 to £1,500 per unit per annum.
3.2.4 In addition to the relatively high management costs, it should also be noted that the
HRA Business Plan includes a further £9.7m cost per annum for central overheads,
WCC recharges, corporate property costs and contingencies. We understand that
these charges have recently been reviewed by WCC and that they are considered to
be legitimate HRA costs. We recommend that these costs are reviewed periodically
to ensure that they are both appropriate and reasonable. WCC’s costs are high due
to the way the housing service is delivered with a large number of estate offices and
12 Tenant Management Organisations, the large number of lessees, high pension
costs due to a final salary pension scheme, high corporate recharges and its central
London location.
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3.2.5 As highlighted in section 2.7 above, as part of its ongoing strategy CWH is aiming to
reduce operating costs by 20% by 2018/19 through the Six Sigma programme and
other value for money measures. Although there was a 4% reduction between
2014/15 and 2015/16, the HRA Business Plan shows a 1% increase for the next 3
years (i.e. inflation of 2% less 1% real decrease). Between 2014/15 and 2018/19 this
is a 4% increase. The management accounts for period 5 2014/15 show costs above
budget, so no sign of the targeted savings. This again highlights a lack of alignment
between CWH strategy and WCC Business Plans. It is also important that WCC
measures any savings or overspend in the management accounts against CWH
targets and holds CWH to account.
3.2.6 However, all overspend on costs is offset by increased income. As well as ensuring
that targets are reflected in the Business Plan, it is important to ensure that the
findings of benchmarking Westminster’s costs against other similar organisations are
taken into account to ensure all efficiency savings are achieved.
3.2.7 Having deducted £3.65m of leaseholder costs and 0.5m of corporate property costs,
revenue repair costs are included at £15.5m in year 1 reducing to £13.8m by year 21
or £1,285 per unit reducing to £1,142 per unit. These costs seem reasonable
compared with our expected range within London of £950 to £1,450 per unit.
3.2.8 The total 30-year maintenance spend on existing stock (including both capital and
revenue repairs), having deducted the leaseholder recharges, is £1,054m or £87,246
per unit. This is higher than our expected range of £55k to £80k per unit, partly due to
the central London location and the fact that CWH manages a large number of listed
buildings.
3.3

Financial Strength

3.3.1 Despite the high management and maintenance costs assumed within the Business
Plan, the model is still viable and shows that CWH’s ambitious proposed investment
plans can be achieved. This is due to high average rents of £125.67 per unit3 and a
relatively modest opening debt per unit of £22,983 with an average cost of debt of
4.67%.
3.3.2 The base 2015 Business Plan model shows borrowing increasing from £278m in
2015/16 to £284m from year 2 to 12 to fund the high investment in the existing stock
(£224m over the first 5 years), the housing estate renewal programme (net cost of
£44m), and the proposed investment in new developments (£29m). In addition to
borrowing, capital receipts, grant and the Major Repairs Reserve, £207m of revenue
contributions are used to fund the overall capital programme over the first 10 years.
3.3.3 Once the higher capital investment requirements of the first 10 years reduce, the
revenue contributions required are less and debt is assumed to be repaid, resulting in
the revenue balances building up to a healthy £211m by year 20 and £575m by year
30.
3.3.4 The peak debt over the 30-year Business Plan is £284m in years 2 to 12; this
reduces to £53m by year 30, compared with a borrowing cap of £333m.
3.3.5 Within the new Business Plan for 2015, there are management cost efficiency
savings of 2.25%, a reduction in development costs from £129.5m (468 units) to
£108.9m (379 units) and a reduction in other capital spend from £19.25m to £8.1m,
increased rental income and a reduction in the impact of Right to Buy sales. This has
resulted in a much stronger Business Plan than the forecasts in 2014.
3

This is due to the rent setting regime where rents are partially set based on the value of the properties and
partially on relative county earnings, both of which are high in Westminster
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3.4

Additional capacity available

3.4.1 WCC’s borrowing cap set by the government at the onset of the self-financing regime
was £325m. However, for 2015/16 WCC has negotiated an increase in the debt cap
to £333m. As the peak debt in the 2015 plan is £284m, there is additional capacity
within the plan to borrow an additional £49m to invest in housing.
3.4.2 Another option for WCC to increase its capacity to provide additional services or
investment is to reduce the level of debt repayment beyond year 12. Different
scenarios could be investigated to test what levels of longer term debt the Business
Plan could sustain.
3.4.3 As mentioned in paragraph 3.2.3 above, both the management costs and revenue
maintenance costs appear to be relatively high. WCC and CWH should therefore
investigate areas to make efficiency savings within these activities; this would release
additional resources to provide extra services or further invest in housing.
3.5

Conclusion

3.5.1 WCC’s HRA Business Plan is currently viable and indicates the financial strength to
provide additional services or further investment. Financial capacity could be further
increased through the following routes:


Use of the headroom available up to the increased borrowing cap



Delayed repayment of loans



Efficiency savings within management and revenue maintenance costs.

This capacity fits well with the picture, clear from reviewing CWH’s documents, of an
ambitious organisation. The Six Sigma programme documentation we reviewed
shows that CWH is beginning to address the high costs we have identified within the
HRA.
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4

Benchmarking

4.1.1 Following our assessment based on CWH and WCC’s documents, we consider how
CWH performs in comparison with other similar housing organisations. This allowed
us to test the view CWH has of itself against the market, and to identify areas of
comparative weakness and best practice.
4.1.2 Much of this data is based on information collected as part of the HouseMark
2012/13 assessment (unless otherwise stated), although information has also been
used from Altair’s databases, and additional research.
4.1.3 As noted in the introduction, Pinnacle is responsible for managing 10,000 units of
WCC stock. It is not possible to separate Pinnacle’s costs separately; this means that
HouseMark’s benchmarking data provides information on the combined delivery by
Pinnacle and WCH. The effect of Pinnacle on CWH’s costs is discussed in Chapter 5.
4.2

Value for money

4.2.1 The main areas where CWH does not achieve the best value for money due to high
costs, as highlighted by the benchmarking are:


Staffing



Overheads, including ICT, finance, central service and office premise costs



Housing management



Major works



Responsive repairs and voids work.

Satisfaction

High Costs

CWH
Overhead cost as % of
turnover
Housing management total
cost per property (CPP)
Major works (management)
total CPP
Responsive repairs & void
works CPP
Respondents very/fairly
satisfied with service provided
Respondents very/fairly
satisfied with the overall
quality of their homes

Rank

Worst

Best

Median

10.36%

15/16

11.16%

4.88%

8.36%

£505.59

16/17

£507.51

£258.07

£382.60

£279.02

17/17

£279.02

£60.74

£106.02

£996.46

13/17

£1211.58

£506.02

£907.19

88.00%

1/15

61.80%

88.00%

75.00%

82.00%

2/15

57.00%

83.00%

71.00%
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4.3

Service delivery

4.3.1 Across a range of measures, benchmarking consistently showed that CWH delivers a
high quality service compared with its peers. When compared with other similar
London ALMOs and local authorities, CWH has the highest scores for overall
satisfaction. However, CWH also provides one of the most expensive housing
management services and is comparatively expensive in a number of other
measures. This is shown in the chart above.
4.3.2 Both estates services and lettings are delivered at a relatively low cost (Q2 and Q1)
in contrast with the high cost trend described above. In both of these areas
satisfaction remains high. ASB costs are also only slightly more expensive than the
median organisation, but CWH is still delivering good results for both ASB resolution
and for satisfaction with ASB. This suggests that, while overall CWH delivers a
comparatively high cost, high performance service, in some areas excellent delivery
has been built without large expenditure.
4.3.3 For repairs, CWH has a slightly below average total cost per property of major works,
and is a top quartile performer for the costs of major works and cyclical maintenance
as a percentage of adjusted turnover. Despite these low costs CWH is still achieving
relatively high satisfaction of 82.0% with the overall quality of its homes.
4.3.4 CWH is a top quartile performer for average cost of responsive repair, delivering
repairs at better than half the cost of the most expensive comparators. However,
CWH delivers a comparatively high number of responsive repairs. Therefore, per
property CWH is still expensive in terms of responsive repairs. As with other areas
CWH is a top performer on repairs satisfaction. This suggests that CWH needs to
review its approach to responsive repairs, to understand why it carries out such a
high number, and how this can be reduced.
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CWH

Rank

Worst

Best

Median

4.5

11/13

5.4

2.3

3.4

£126.31

5/18

£188.08

£90.11

£138.79

Repairs completion time (days)

8.79

6/11

19.77

3.51

8.79

Repairs completed on first visit

80%

7/11

74.6%

96.9%

88.6%

Repairs

4

Average number of repairs per property
Average cost of responsive repair

4.3.5 When considering service delivery models CWH is currently using a model based on
four management areas, subdivided into villages. Other housing organisations are
using a range of approaches. A geographic split is most common, as would be
expected given the estate-based nature of the majority of social housing, with very
small providers most likely to operate a single centralised service. However, there is
variation in the level at which geographic divisions operate. For example:


Notting Hill Housing Group has recently adopted a model that relies on generic
neighbourhood officers with a very small patch size of approximately 150
properties



Peabody Housing Group has a ‘neighbourhood charter’ model based on
delivering services to a self-defined neighbourhood based on need (there may
be more than one neighbourhood within an estate)



Thames Valley Housing groups its properties into areas with teams of tenancy
support and housing officers



Hyde housing has local residents services teams with a mixture of specialist and
generic officers



Innovatively, one Registered Provider (RP) has set up a system to allocate
resources at a neighbourhood level based on a ‘vitality index’ (covering a wide
range of measures such as health, deprivation, crime, ASB, education etc.). This
ensures that area-based teams are fully focused on individual neighbourhoods
The index effectively assesses the need for intervention in each individual
neighbourhood; staffing resources are then allocated to the areas of highest
need.

For CWH, contracting half of the housing management to Pinnacle reduces its
flexibility to reorganise its delivery model. However, this may be an area for future
review when CWH considers how it could deliver efficiency savings.
4.4

Corporate Costs
IT costs % turnover

CWH

Rank

Worst

Best

Median

2.58%

13/16

3.15%

0.78%

1.73%

1.52%

11/16

2.26%

0.60%

1.34%

4.14%

10/16

5.77%

1.40%

3.84%

2.12%

15/16

2.63%

0.50%

1.21%

Corporate Costs

Finance costs % turnover

4

Central costs % turnover
Office premises costs %
turnover

2013/14 Housemark data
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4.4.1 CWH also has a high office premise cost (as a percentage of turnover). This may be
due to the buoyant property market in Westminster, but could also suggest that work
needs to be undertaken to assess the actual business requirement, in terms of
offices, and to encourage flexible working. This could reduce the office costs for the
business.
4.4.2 CWH has thirteen local offices, compared with between one and four offices for other
London ALMOs. This suggests that further investigation should be made into the cost
of the offices. While having a large number of offices is not necessarily a weakness, it
is important that their value for money is proven. If local offices are providing
additional services and ensuring community need is met, they may be worth the extra
expenditure.
4.4.3 A further area in which CWH’s high spend was noticeable was IT, where the
organisation spends more as a percentage of turnover (2.58%) than any of its peers.
It was not clear from the documents we examined why expenditure was this high and
our other work suggest that CWH are not receiving a high performing service for this
investment. Comments made by CWH senior management about IT performance
indicate that the spend is increased by a number of factors including cost of
ownership of Orchard, high number of requests for IT reports due to inflexibility of
system and providing services to HOS, Vital and others. However, the IT costs
should reduce as the Business transformation team are now evaluating IT requests
more thoroughly and the need for IT to run reports will reduce once Orchard move to
a browser enabled system.

Staffing

4.4.4 CWH has a higher number of employees per property than similar organisations in a
number of areas, including housing management and rent arrears collection.
However, the average employee cost, is much lower at CWH than other local
authorities/ALMOs. Staff turnover is also high. This may indicate that work needs to
be undertaken to ensure the correct skills and number of posts exist within CWH’s
structures.

4.5

No. of employees housing management
per 1000 properties
No. of rent arrears and collection
employees per 1000 properties
No. of resident involvement employees
per 1000 properties
No. of anti-social behaviour employees
per 1000 properties
No. of tenancy management employees
per 1000 properties
Staff turnover rate

CWH
8.46

Rank
17/17

Worst
8.46

Best
3.98

Median
5.47

2.12

15/17

2.69

0.07

1.71

0.80

13/17

1.52

0.19

0.51

0.97

10/17

1.58

0.18

0.89

3.97

17/17

3.97

0.82

1.55

16.3%

16/16

16.3%

3.1%

8.1%

Housing association benchmarking

4.5.1 CWH’s performance appears more favourable when compared with that of London
Housing Associations operating within a small geographic area (mainly one - five
boroughs), for example Octavia Housing and Wandle Housing Association. These
associations generally have high costs and lower satisfaction than CWH. However,
although these organisations are similar to CWH in that they operate in a limited
geographic area, they are generally much smaller, with between 3,500 and 5,500
units. When CWH’s performance is compared with members of the G15 group of
housing associations, CWH is more expensive than similar sized members on a
number of measures, including housing management, although the median of the
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group is more expensive than CWH. These RPs have stock spread over a wider area
than CWH, but are much more comparable in terms of stock numbers. This is shown
in the chart below:

4.6

Inner London benchmarking

4.6.1 To consider whether CWH’s costs and performance is linked to its area of operation
in Central London we have compared its performance to five other inner London
boroughs and seven housing associations that operate in Westminster.
4.6.2 With regard to overheads, CWH has higher cost as a percentage of adjusted turnover
than the inner London local authorities and ALMOs in the benchmarking group.
However they performed better than all the RPs we compared them with. CWH has a
high percentage of staff who are ‘overhead employees’ (18.47%) which is a higher
proportion than all the LAs/ALMOs and three of the seven RPs.
4.6.3 Corporate costs, in particular IT and office costs, are identified as an area of high
spend above average. As with overall overheads CWH performs poorly compared
with inner London authorities and just above the median compared with RPs for both
office premise and IT costs.
4.6.4 In terms of housing management, CWH is again an expensive provider compared
with inner London LAs and ALMOs, but performs well compared with RPs. CWH’s
major works costs are lower than most LA/ALMO comparators, but higher than in the
RPs working in Westminster. CWH’s major works management costs are the highest
in the benchmarking group, and costs for responsive repairs management are also
high. For responsive repairs and void work CWH’s costs are just above the median.
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4.6.5 For both tenant arrears and ASB resolution rate CWH performs very well compared
with all comparators. CWH’s satisfaction scores are either first or second best across
all measures.

Performance

Costs

CWH

4.7

Overhead cost as % of turnover
Office premises costs as a % of
adjusted turnover
IT costs as a % of adjusted
turnover
Total CPP of housing
management
Total CPP major works
management
Total CPP responsive repairs
management
Total tenant arrears %
% of anti-social behaviour
cases resolved successfully
% of respondents very or fairly
satisfied with the overall quality
of their homes
% of respondents very or fairly
satisfied with the way their
social housing provider deals
with repairs and maintenance

RP
Median

Overall
Median

Overall
Rank

10.36%

LA /
ALMO
Median
10.29%

11.95%

10.76%

6/12

2.12%

1.70%

2.37%

1.95%

7/12

2.58%

2.16%

2.63%

2.57%

7/12

£505.59

£404.95

£564.17

£483.84

8/13

£279.02

£137.86

£75.31

£101.02

13/13

£320.22

£294.40

£190.76

£203.22

12/13

3.21%

5.93%

6.89%

6.08%

2/13

97.54%

91.40%

77.04%

83.69%

1/10

82.00%

65.00%

78.00%

77.70%

2/10

82.00%

66.00%

71.70%

69.50%

1/10

Future ambition

Future Performance

4.7.1 As identified in the document review, CWH hopes to reduce its like-for-like operating
costs by 20% by 2018/2019. We have shown what impact this would have on CWH’s
comparative performance in the table below:
Overhead cost as % of
turnover
Housing management
total CPP
Major works
management total
CPP
Responsive repairs
management total
CPP

CWH -20%

Rank

Worst

Best

Median

8.29%

3/12

14.38%

5.35%

10.76%

£404.47

6/13

£630.59

£266.74

£483.84

11/13

£256.57

£59.59

£101.02

10/13

£332.15

£59.08

£203.22

£223.22

£256.18

4.7.2 This shows that a reduction in costs of 20% would help improve CWH’s cost
performance compared with its inner London peers in those measures which it
currently delivers at a high cost. As others are also likely to be seeking to generate
efficiencies and improve their performance, the targeted 20% reduction is not enough
to transform CWH into a low-cost organisation. However, due to the very high
performance levels of CWH and the plans to increase third party revenues to at least
20%, it would certainly go a long way to achieving improved value for money.
4.7.3 It is important to note that the cost figures for the comparator organisations used will
include costs, such as repairs, that sit outside of CWH’s direct operating costs. This
may suggest that CWH could achieve a further reduction in the wider costs to the
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HRA that they control, such as the repairs contracts, rather than just their core
operating costs.
4.7.4 The 20% like-for-like reduction focuses on costs, and does not consider the quality of
services that CWH delivers. The table below compares the performance of CWH with
six housing organisations with relatively high satisfaction ratings to show what
satisfaction scores may be possible with reduced costs.
Housing Management
Total CPP

Satisfaction with Service
provided

CWH (-20%)

£404.47

Appox. 83-86%

CWH 2012/13

£505.59

88.00%

Brent Housing Partnership

£382.60

79.00%

Enfield Homes

£314.75

75.00%

Hounslow Homes

£258.07

82.00%

Sutton Housing Partnership

£391.55

84.80%

Octavia

£511.78

81.90%

AmicusHorizon

£669.30

95.60%

5

4.7.5 Overall, this shows that other housing organisations are able to achieve high
satisfaction scores while spending less on housing management than CWH would
after a 20% like-for-like reduction. However, with the exception of AmicusHorizon,
these satisfaction scores are lower than those currently being achieved by CWH. It
may be the case that there is a trade-off between cost and quality.
4.7.6 We have also considered how this future ambition compares with two other inner
London boroughs in the table below6
Housing management
total CPP

Satisfaction with service
provided

CWH (-20%)

£404.47

Appox. 83-86%

CWH 2012/13

£505.59

88%

LB Hammersmith & Fulham*

£507.92

74%

LB Camden*

£344.58

77%

7

*2013/14 data

5

Based on what the corresponding satisfaction score (on a line of best fit) would be against a cost per property
of £404.47, taking into account the fact that CWH currently perform better than the line of best fit would
suggest.
6
We only have 2013/14 data available for the boroughs indicated. However, as the data is being used to
consider possibilities for the future, rather than to draw a comparison with CWH currently, we do not feel that
the use of 2013/14 data is problematic
7
As above.
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4.7.7 Both boroughs have satisfaction scores significantly below those achieved by CWH.
While for Camden this is achieved at a spend that is 32% below CWH’s current
position, Hammersmith & Fulham currently spend 0.5% more than CWH at present
and achieves lower satisfaction.
4.8

Conclusions

4.8.1 Overall, the benchmarking shows that CWH’s service is relatively expensive, even
within inner London, but that resident satisfaction and other quality measures are
high. We identify a number of areas where CWH may seek to make efficiency
savings, in particular we suggest the following are reviewed


Staffing – staff numbers seem high, although average salaries are low



IT – costs are much higher than other organisations and, anecdotally,
performance does not match this



Offices – CWH is spending more on offices than other ALMOs, and also has
considerably more offices. While this may represent good value for money, the
usage and need for the offices should be reviewed.



Responsive repairs – while the cost per repair is low, a large number of repairs is
carried out making the service expensive. We recommend that this is
investigated.

4.8.2 According to current benchmarking figures, if CWH succeeds in reducing costs by
20%, CWH would remain more costly than other organisations who achieve high
satisfaction ratings. This suggests that CWH could target the wider costs to the HRA
that CWH has control of, such as repairs, rather than just its own core operating
costs. It also suggests that CWH could reduce these costs by 20% without
necessarily damaging its resident satisfaction performance.
4.8.3 While there is significant scope for CWH to deliver efficiencies without necessarily
impacting service quality, there will be a tipping point at which cost reductions will
also mean reductions in the quality of service and resident satisfaction
4.8.4 Within section 5 we consider why costs are high and what is already being done and
what can be further improved to ensure a reduction in costs and therefore achieve
better value for money.
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5

Value for money considerations

5.1

Analysis of costs

5.1.1 It should be noted that CWH already has a value for money (VFM) programme to
generate savings. These are to ensure costs are maintained within the CWH fee
which reduces by 1% each year. Over the last four years CWH has achieved
business transformation and other VFM savings of over £3m per annum, as noted in
the VFM register.
5.1.2 However, the benchmarking exercise undertaken as part of our review of CWH as a
housing manager highlighted a number of areas where CWH still appears to have
high costs in comparison with peers. These areas, set out in section 4, are overheads
(IT, finance, and office premises), housing management (including staffing levels),
responsive repairs and voids works, and major works management.
5.1.3 In discussions with CWH, and based on our review of CWH’s documents, we have
considered the reasons for CWH’s high costs in these areas, reviewed its plans for
improvement and considered other options to reduce costs.
5.2

Overheads

5.2.1 Benchmarking shows that overheads are high at CWH, particularly in the areas of IT,
finance, and office premise costs.
5.2.2 IT
5.2.3 It should be made clear that CWH’s IT systems are shared with Westminster Housing
Options, Vital Regeneration (a local charity) and Westminster Community Homes.
CWH estimate that its IT team supports around 600 users in total, around 200 of
whom are not CWH employees. CWH’s IT team includes two analysts who provide
support to these other users. The additional cost to the IT function of supporting
these additional users makes it difficult to make accurate comparisons with the cost
of IT in other organisations. Consideration needs to be given whether IT costs are
being recharged correctly between organisations.
5.2.4 There are signs of possible efficiencies that could be made within the IT team. The
Six Sigma programme documentation refers to a high number of ‘non-standard’ IT
projects that CWH carry out. Bespoke IT solutions can increase the cost of IT
delivery as they require more development time, and can incur higher levels of ongoing support. Where bespoke programmes result in a higher quality of IT delivery
their use may be justified. However, in interviews CWH senior management raised
IT quality and delivery as an area of weakness.
5.2.5 The high number of ‘non-standard’ projects may be due to the lack of a user-friendly
IT system resulting in a high number of user requests. CWH’s software supplier is
improving the software and it is hoped that, by the first quarter of 2016, CWH will
move to a browser enabled system, which should reduce user requests to the IT
team by around 50%.
5.2.6 While CWH’s draft strategy identifies the need for a new approach to IT, based on
flexibility and efficiency, an initiative to investigate and address the high number of
‘non-standard’ projects could be included.
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5.2.7 IT features heavily in CWH’s transformation plans. A three-pronged approach is
being developed that is comprised of the following initiatives:



Increasing mobile working – Currently, much of the reporting and data
collection completed by frontline staff occurs through manual processes
which can add unnecessary delays in the reporting, updated and checking of
information. Mobile working offers a responsive and more efficient solution.



Digital channel shifting – Channel shifting customers from expensive forms of
communication such as face-to-face or telephone contact to internet-based
communication can save time and costs as well as offering customers a
more convenient method of contacting their landlord. CWH is planning to
provide all of its residents with broadband through their Community Fibre
programme.



Improving back-office IT solutions - through the implementation of CRM
(Customer Relationship Management) and document management systems.
CWH plans to review existing IT solutions with recommendations ready for
procurement by the second quarter of 2015.

5.2.8 Digital channel shifting is best achieved when customers are offered multiple
platforms/channels through which to communicate. CWH understands the need to
provide a number of digitally-based channels and its Community Fibre project will
enable both web-based computer communication and internet-enabled television. In
addition, consideration should be given to developing mobile phone applications, 2way SMS messaging, and social media networks.
5.2.9 In addition to reducing IT costs, the CWH transformation plans above should
dramatically change the way the housing service is provided. CWH estimates that
around 50% of frontline staff time is spent at their desks, something that mobile
working could significantly improve. Any resulting increases in efficiency should lead
to a more responsive service and a reduction in staff numbers.
5.2.10 Finance
5.2.11 Finance costs as a percentage of turnover are slightly above the median level when
compared with other London Boroughs and ALMOs. Unlike other ALMOs, CWH is a
limited company and is responsible for statutory reporting of its accounts, as well as
managing the HRA and providing financial services to Westminster Community
Homes. This may increase costs when compared with other London Boroughs and
ALMOs. Also CWH is recharged finance and audit costs from WCC.
5.2.12 CWH plans to introduce a new invoicing system in 2015/16 which will involve
outsourcing some functions as part of a tri-borough agreement. CWH expects this to
result in greater efficiencies and an estimated reduction in the number of finance staff
by two positions.
5.2.13 Office premises costs
5.2.14 Benchmarking has shown office premises costs to be high. CWH maintains more
than three times the number of offices than its closest peer. There are a number of
additional costs that are associated with having a significant number of offices.
These include staffing, maintenance and utilities. CWH estimates that it could make
this model more efficient by carrying out a detailed review of their functions. CWH’s
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head office is located in a prime office location on Grosvenor Place. The head office
adds considerable cost (around £900k per annum) to overall premises costs.
5.2.15 There is a break in the lease for the Grosvenor Place office at the end of 2017.
Consideration should be given to moving the head office to premises which offer
better value for money. There is also a decision to be made about the future purpose
of the current estate offices in the context of digital channel shifting strategies. We
understand that rent costs for the estate office premises are funded directly by the
HRA. CWH should take greater responsibility for the HRA as a whole and seek to
achieve better value for money for the HRA where possible.
5.2.16 CWH estimates that it could generate savings of over £500k per year by transforming
and modernising its operating model, making it both more efficient and more relevant
to evolving customer needs. This might include, for example, the development of
multi-purpose offices and more accessible digital and estate based customer contact
opportunities.
5.2.17 As part of its transformation programme, CWH is considering a customer basedstrategy and expanding the services available at the estate offices to cover Jobs
Plus, NHS and housing management activities. This is considered to be important
due to the high proportion of tenants with learning difficulties and an ageing
population (39% of tenants over 60 and 25% over 75). A pilot is scheduled for the
Church Street Estate office which is one of the most deprived estates in the Borough.
5.2.18 Expanding the service offering from estate offices would be an excellent way to
obtain additional value from the existing premises. Successful partnering with other
organisations and WCC departments would be essential to such an approach.
5.2.19 Other overhead costs
5.2.20 In addition to general management costs, there are corporate recharges from WCC
of £6.4m included within the HRA Business Plan. Whilst we understand that these
charges have recently been reviewed by WCC and are considered to be legitimate
HRA costs, we recommend that these costs are reviewed periodically to ensure that
they are appropriate to the HRA and to consider whether there is any scope for
savings.
5.3

Housing management

5.3.1

Staff

5.3.2 Benchmarking indicates that CWH has a low average salary, but the number of staff
it has per property is much higher than comparator organisations. This has led to
comparatively high total staff costs.
5.3.3 The high staff numbers may be linked to the number of local offices CWH maintains.
CWH estimates that around 4 staff members are required for each of the 14 estate
offices to run the customer services desk.
5.3.4 CWH are currently operating with more housing management staff per property than
Pinnacle, which runs two of the housing management areas. In Westminster Pinnacle
manages 147 units per member of staff, whereas CWH manages 142 units for each
staff member. CWH have investigated where it can reduce staff numbers and
estimate that it can manage 151 units per staff member from 2015.
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5.3.5 The current delivery of the housing management service is very labour intensive due
to manual systems. Within CWH’s transformation programme, there are plans to
move towards mobile working; it is expected that this will considerably reduce the
staff numbers within both housing management and the management of the repairs
service. For example, 4,000 tenancy checks are carried out per annum, currently
taking 65 minutes each. With mobile working it is aimed to reduce these checks to 20
minutes.
5.3.6

Pensions

5.3.7 Another reason for CWH’s high staffing costs is that they operate a final salary
pension scheme with a rate of charge of 19.1% on salary. It is estimated that this
adds £1.2m to the overall staff cost for CWH. While consistent with other ALMOs,
only around 10% of RPs still operate a final salary pension scheme. Most RPs
operate a defined contribution scheme with typical employer contributions of between
3 to 10%.
5.3.8 As part of its VFM strategy, CWH is currently investigating the possibility of hiring
new staff under a subsidiary company who could offer a defined contribution pension
scheme based on match-funded contributions up to 6%. This would mean a reduction
in the pension cost associated with some new employees that could make some
parts of CWH’s business more competitive. A subsidiary with lower pension liabilities
could also pay dividends to WCC as a shareholder.
5.3.9 Further work is required by CWH to forecast the overall pension savings, but it is
hoped that this will make CWH more competitive in the market and contribute to a
significant long-term reduction in costs.
5.3.10 Other housing management factors
5.3.11 CWH operates 12 TMOs and, through these, the full housing management service
has been delegated for 873 properties. However, this appears to be a very
expensive way of providing the housing service, with the cost of the 12 TMOs at over
£2m (equivalent to £2,372 per property). TMOs are set up under the ‘right to
management’ and, as such, WCC and CWH have limited options to remove them,
but they should consider whether a review might improve the efficiency and
effectiveness of the services provided through the TMOs in Westminster.
5.3.12 CWH has a very high proportion of leaseholders (12,000 tenanted properties plus
9,000 leaseholders). Consequently and as such the housing management teams
deal with many leaseholder issues, the cost of which may not always be recharged to
lessees. We would recommend that a review is carried out to ensure costs are
allocated correctly between tenants and leaseholders, and that leaseholder costs are
appropriately recovered.
5.4

Responsive repairs and voids work

5.4.1 While CWH is a top quartile performer for average cost of responsive repair, it
delivers a comparatively high number of responsive repairs and therefore, per
property, CWH is still expensive in terms of responsive repairs. The high number of
repair jobs may be due to the age of CWH stock when compared with comparator
organisations. Around 25% of CWH stock was built before 1900, and 50% built
before 1945. Older stock often presents maintenance challenges that differ from
those common in more recently built properties. This should be investigated to
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understand the underlying reasons for the high frequency of repairs; preventative
measures may be helpful in reducing their frequency and overall cost.
5.4.2 Around 17% of WCC stock is listed, with 50% in conservation areas. Maintenance
and refurbishment costs can be around 20% higher on listed properties compared
with non-listed8. This could therefore account for up to 3.4% of CWH’s total repairs
and maintenance costs. However, even taking into account these costs, CWH is still
comparatively high cost in terms of repairs.
5.4.3 Voids are refurbished to the CityWest Standard, which is of higher cost and quality
compared with Decent Homes. However, many housing providers now maintain a
comparable Decent Homes Plus standard, so CWH’s relatively expensive
performance cannot be fully attributed to this. Moreover, refurbishing to a higher
quality of stock is a choice, and a basic Decent Homes standard could be
reintroduced if delivering a lower cost service was prioritised.
5.4.4 Despite refurbishments meeting a higher standard, CWH feels that there has been a
general underinvestment in major works in recent years. While this is being
addressed through the Better Homes Programme (which will see investment increase
to around £50m a year in major works), it has been suggested that the past
underinvestment in major works has contributed to a greater volume of responsive
repairs.
5.4.5 CWH recognises that its repair reporting systems are outmoded and too manual.
Currently, if estate management team members want to report a repair, they cannot
record it on the system until they return to the office. Repair inspections and postinspection satisfaction information gathering is all conducted manually.
5.4.6 CWH has plans to improve the speed and efficiency of repairs reporting through the
introduction of mobile working; this should considerably reduce the management cost
of the repairs service. Currently, within the existing repairs call centre, it costs around
£10 to £11 per call, compared with an industry standard of £2-3 per call, so there is
great potential here to make efficiency savings with the correct technology.
5.4.7 As well as improving the efficiency of the current responsive repairs service, CWH
should also consider developing more preventative measures. Some housing
providers now offer a property ‘MOT’ to their tenants. The maintenance team or
contractor spends a short time evaluating the property and potentially carrying out
preventative action.
5.4.8 Housing Solutions, an RP with over 8,000 units across the South East, uses a
targeted MOT service. Housing Solutions offers £100 as an incentive to the most
prolific users of its repairs service to make fewer demands on the facility. This was
after finding that 2.5% of residents were using 11% of its annual repairs budget. On
average, the customers involved reduced their use of the repairs service by 60%,
saving £87,000 in the schemes first year of operation.
5.4.9 De Alliantie, a Dutch housing association, has used a repairs MOT for its homes in
and around Amsterdam. Residents receive a scheduled visit every 18 months. During
this visit a handyman carries out central-heating safety checks and minor repairs

8

Part of this cost is due to the delays both in obtaining consent and in resolving the details of discharging
conditions during the contract.
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which tenants request in a questionnaire sent out a month before the visit. The
scheme resulted in a 25% reduction of unplanned maintenance costs over four years.
5.4.10 CWH already inspects heating pipework in properties connected to district heating
systems annually before systems are used in the winter months. A similar approach
to the ‘MOT’ schemes mentioned above could be considered for the properties
currently receiving the most responsive repairs.
5.5

Major works management

5.5.1 Housemark data shows that the cost of CWH’s major works management per
property is the highest in their comparator group. CWH recognises that major works
has been an area of poor performance that is being actively addressed. CWH’s
Better Homes Programme sets out a plan to invest £50m a year in major works. This
is an ambitious target that will need to be carefully managed. This level of investment
in the stock should reduce responsive maintenance in the longer term.
5.5.2 Our discussions with residents highlighted delays in major works as being a source of
dissatisfaction with CWH. Delays in major works add to the cost of major works
management.
5.5.3 CWH suggest that an important factor in causing delays with major works is the
procurement process. The procurement of major works is inefficient due to the
number of gateways and approval processes that are required before procurement
can be signed off. The procurement process is largely manual and can involve
assessing up to 30 responses per contract. CWH accepts that the quality of
proposals and reports submitted to WCC has been poor on occasion. Work has had
to be resubmitted to WCC with associated delays.
5.5.4 In the past, the procurement process for large contracts was around 18 months. This
has reduced to between 12 to 14 months due to changes already instigated by the
new director of major works. These include the existing procurement team now
reporting to WCC. This review of major works procurement is on-going. WCC should
participate fully to ensure Council processes and gateways are as efficient as
possible so as not to add to any delays.
5.6

Other ideas for cost savings/increased value for money

5.6.1 From our work with other housing organisations, we feel that there is potential to
increase value for money by changing how some housing services are provided by
CWH. Examples of new practices from around the sector have informed the
recommendations included in the sections above. The following ideas are not directly
related to the business areas already discussed but are nonetheless examples of
how other housing providers are developing the way they provide services.
5.6.2 Flexible resourcing
5.6.3 As part of its transformation programme CWH is considering the development of
social impact reporting. Using social impact reports and customer insight data,
services could be flexed to neighbourhood needs with resources focused on areas of
greatest need. Focused use of resources and improved use of customer insight data
could achieve efficiency savings and improvements to resident satisfaction.
5.6.4 A national RP, has set up a system to allocate resources at neighbourhood levels
based on a ‘vitality index’ (covering a wide range of measures such as health,
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deprivation, crime, ASB, education etc.). The index assesses the need for
intervention in each individual neighbourhood; staffing resources are then allocated
to the areas of highest need. As interventions have an effect, the ‘vitality index’ rating
is amended and resources moved to another area. This approach should enable a
highly targeted approach to using available resources.
5.6.5 This approach would benefit from advanced customer insight data practices and a
sophisticated partitioning of customer groups. For example, Midland Heart, a
Midlands based RP, has used customer insight data to partition customer groups to
find where different levels of satisfaction were occurring. Moving away from common
groupings, such as gender, age, location and ethnicity, Midland Heart grouped
customers by ‘lifecycle’ stages to create distinct subgroups of tenants that have
different needs and aspirations.
5.6.6 CWH has advised us it is already beginning to consider developing customer insight
data practices. Flexible resourcing in a model similar to that of Home Group would
also require a highly developed measure of social impact. CWH’s draft transformation
plan currently includes the development of social impact reporting. These data
practices should be highly developed and tested before they are used to influence
the allocation of resources should this approach be taken.
5.6.7 ‘Jam-jar’ financial products
5.6.8 With the advent of Universal Credit there are financial products, such as Visa cards
and e-accounts, that have ‘jam-jar’ functionality which can ‘ring fence’ money for rent.
Registration for such accounts by residents is encouraged through the use of special
offers and cashback schemes linked to particular retailers. These incentives can be
used to encourage a range of behaviours such as paying rent on time, being present
for repairs and gas servicing visits, reducing energy usage and fixing minor repairs.
5.6.9 Significant adoption by customers of such financial services could result in reductions
in rent arrears, missed appointments, ASB costs, and assist both customers and
CWH in managing the potential adverse impact of Universal Credit. The Universal
Credit pilot scheme in Southwark showed arrears levels for council residents
increasing by around 7%.
5.6.10 These accounts can be funded in a variety of ways. Retailers often contribute to the
costs as they stand to benefit from an increase in patronage from the account group
but it is usually the landlord that bears the cost. By potentially saving a significant
amount of money for WCC (by reducing arrears), there is a case to be made for the
Council to fund or part-fund the implementation and maintenance costs of the
account system.
5.6.11 Neighbourhood partnerships
5.6.12 Peabody, another housing provider in Westminster, works with other social landlords
as part of a local neighbourhood in Dalgarno, North Kensington. The Dalgarno
Neighbourhood Management Alliance comprises the five main social landlords in the
area and is supported by the police and the RB Kensington and Chelsea.
5.6.13 The cost of the neighbourhood management services is split between the providers
according to the number of properties each of the five housing providers has. Thus,
one of the providers with 33% of the total properties pays 33% of the total cost for
neighbourhood management services. Additional services such as caretaking,
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cleaning and landscape gardening services are used by some but not all of the
providers. The cost of these services is split between the relevant users, again
dependent upon the number of properties receiving the additional services.
5.6.14 In addition to sharing costs of neighbourhood management, the Alliance adds value
to the local area by seeking to make visible improvements to the area and increase
residents’ perception of safety.
5.6.15 CWH could consider establishing similar partnerships with other housing providers,
as well as healthcare, social and employment organisations, as part of an integrated
system of service delivery. Such an approach could be particularly effective if
adopted alongside a repurposing of estate offices for the delivery of multiple services.
5.7

Additional income generation

5.7.1 In addition to measures to reduce the costs of providing the housing services,
another area for CWH to improve value for money is to increase the revenue
generated from third parties. CWH should take greater responsibility in its approach
to managing the HRA as a whole and target revenue from third parties that will
benefit either CWH’s income or the HRA directly. CWH has already made
considerable progress in this area, with additional revenue of £6.8m produced in the
four years to 2013/14 as recorded in the VFM register.
5.7.2 In order to become more competitive within the market it is essential that CWH drives
through its proposed transformation programme and, in particular, reduces their staff
costs by establishing a cheaper pension scheme option and increasing staff
efficiency through improved IT solutions, mobile working and the introduction of
CRM.
5.7.3 Once these improvements have been established, CWH will be able to make the
most of the following high performing services by marketing them to third parties:
 Handyman services,
 Neighbourhood upkeep scheme,
 Revenue collection,
 Lessee services,
 Anti-social behaviour and social cohesion services.

5.7.4 CWH Residential Letting currently generates revenue of £800k per annum with a
25% margin, and there are plans to expand this to a £2m business over the next five
years. Following the success of CWH Residential, CWH may also wish to consider
expanding into the commercial property market. However, this would be best
explored once the CWH Residential brand is more established in the local market.
Such a venture should be considered in 2-3 years’ time.
5.7.5 Regeneration work has already identified by CWH as an area for potential expansion.
CWH have an in-house development team and expect this work stream to expand
with the increase of investment in major works. A number of ALMOs have
development programmes as it has been seen by some local authorities as a natural
extension to other housing services. CWH could also provide communications and
consultation services for regeneration schemes.
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5.7.6 Another area where some housing providers have ventured is re-ablement
accommodation. Re-ablement services are aimed at helping people regain the ability
to look after themselves following illness or injury. These are currently provided by
Housing and Care 21 and other providers in partnership with NHS Westminster and
Westminster Adult Services. However, we are not aware of any specialist reablement accommodation available in the Borough.
5.7.7 Midland Heart has developed a partnership with two of their local hospitals in the
Midlands to open a re-ablement service. Through redeveloping a ward at the hospital
they have provided a purpose-built facility. The re-ablement centre provides specialist
support to free up hospital beds that would otherwise be occupied by patients unable
to live alone. The hospital trust funds the revenue costs and funded the initial capital
costs for redesigning the ward. NHS funding is available.
5.7.8 While re-ablement accommodation would represent a totally new product offering for
CWH, it would be worth considering if an appropriate refurbishment opportunity arose
and there was sufficient room for investment.
5.8

Summary

5.8.1 From our discussions with CWH and our review of the documents, we have
categorised the main high-cost areas as follows:
Categorisation of Cost Drivers
Costs imposed by external factors

Elective costs



High repairs costs due to number of
listed buildings



High overheads and staff costs due
to 14 estate offices



Cost of TMOs



High head office cost of CWH



High repairs management cost due to
labour intensive manual system



High repairs and major works cost
due to the demands of CWH
Standard

Cost which can be reduced by VFM



IT costs reduced by moving to a
browser enabled system (tbc)



Staff costs reduced by rationalising
the number of estate offices and
moving to multi-purpose offices



Costs based on internal culture

Staff costs reduced by introduction of
mobile working and CRM
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High IT cost due to inflexible system
and large number of bespoke
projects approved



High WCC corporate recharges



High major works cost due to lengthy
procurement process
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Pension costs reduced by setting up
a new subsidiary with a defined
contribution pension scheme



WCC corporate recharges reviewed
to establish efficiency savings



Repairs management costs reduced
by introduction of mobile working



Major works costs reduced by
improved efficiency in the
procurement process

5.8.2 CWH already has an outline transformation programme in place to use technology to
radically change the way the housing service is provided. Our view is that these plans
need to be further developed, along with other options we have suggested, to drive
through efficiency savings and ensure value for money is achieved.
5.8.3 CWH should seek to achieve value for money across all of the costs to the HRA
which it controls. We believe that there are opportunities for CWH to generate income
and achieve greater value for money for the HRA through taking greater
responsibility in their approach to managing the HRA.
5.8.4 As well as developing the transformation plans outlined above, work should be done
to define the criteria for success of these plans and outline the process of monitoring
targets. WCC should be a stronger client and play a more active role in monitoring
performance and ensuring that targets are adequately defined.
5.9

Conclusion and recommendations

5.9.1

CWH has already set the following objectives within its Strategic Plan:



20% reduction in annual operating costs by 2018/19



Generate at least 20% of revenues from third party sources by 2018/19.

5.9.2 We believe that CWH could target a 20% reduction in wider HRA costs that they can
control, such as repairs costs, rather than just its own core operating costs. These
are ambitious targets and it is not yet clear from CWH’s VFM and transformation
plans how they will be achieved. To ensure they are met, we recommend adhering to
the following processes:
a) Further develop plans to introduce mobile working, digital channel shifting,
browser enabled IT system and CRM as per CWH transformation plan
b) Assess the implementation cost of introducing these changes and the potential
future savings through improved efficiency and reduction in staff numbers
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c) Following the pilot at the Church Street Estate office, CWH to put a proposal to
WCC to review the use of the 14 existing estate offices with a view to turning
them into multi-purpose area offices where appropriate. This may result in a
more efficient use of staff in estate offices and potentially result in other income
or value derived from other services.
d) Review the allocation of costs of housing management costs between tenants
and leaseholders. Once the exercise is completed CWH should provide
forecasts of potential cost savings
e) We understand that CWH plans to set up a subsidiary with a defined
contribution pension scheme. We recommend that CWH calculates estimates
of likely staff numbers within the new subsidiary within the first four years and
forecasts pension cost savings
f)

WCC should work alongside CWH to improve the efficiency of the procurement
process for major works. The length of the procurement process for large
contracts has already reduced from 18 to 12-14 months. There is a need to set
a target for the future, and estimate the cost savings generated from the
improved efficiency in the process

g) Once the new pension arrangements are in place and CWH is more
competitive in the market place, CWH should develop detailed proposals
(including estimates of costs and forecast increase in revenue over the next
four years) to consider expanding or developing the following services:



Handyman services



Neighbourhood upkeep scheme



Revenue collection



Lessee services



Development and regeneration services



Anti-social behaviour and social cohesion services



Pimlico District Heating Unit



CWH Residential Lettings



Commercial lettings



Re-ablement accommodation.

5.9.3 We believe that the successful implementation of CWH’s transformation plans, in line
with our recommendations above, has the potential to yield savings of up to 20%
across its wider cost base, including repairs. We have also identified further steps
that CWH could take. The following measures could result in savings of a further 35%:
h) CWH to consider developing a mobile phone application, 2-way SMS
messaging, and a social network to broaden access to services, improve
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quality of insight data and increase the efficiency of communication with
customers. We understand that this forms part of CWH’s current thinking on
channel shifting.
i)

CWH to investigate preventative repairs measures, including an ‘MOT’ scheme
targeted at properties that are the most costly in terms of repairs.

j)

As already planned, CWH should develop its social impact reporting practices.
CWH should also investigate the application of its planned social impact
reporting scorecard to the flexible allocation of neighbourhood management
resources.

k) CWH to investigate the feasibility of working with a provider of ‘jam-jar’
accounts.
l)

WCC to be a stronger client in regards to monitoring and scrutinising the
implementation of CWH’s value for money and transformation plans.

m) CWH to take more responsibility for the HRA as a whole.
n) WCC to encourage CWH to take more responsibility in its approach to
managing the HRA.
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6

Stakeholder views

6.1.1 We interviewed a range of stakeholders to establish their views on the strengths and
weaknesses of CWH, and their thoughts on the future direction the organisation
should take. This provided us with an opportunity to sense-check information
obtained from the document review, HRA review and benchmarking. It also provided
new perspectives on this information, and allowed us to identify areas of particular
concern to key stakeholder groups.
6.1.2 For the surveys, as is noted below, low response rates mean that the data obtained
is not robust. However, the surveys formed only a small part of our evidence
gathering activities: we are satisfied that we were able to gain a full and rounded
understanding of stakeholder views.
6.2

CWH staff senior management

6.2.1 Senior staff at CWH were positive about the organisation, and emphasised the high
staff and customer satisfaction that was being achieved. There was concern that,
while CWH successfully managed the majority of customer interactions very well,
those who were dealt with poorly were treated badly and generated a lot of ‘negative
noise’ for the organisation. Interviewees were keen to stress that, despite high
satisfaction scores, the organisation was not complacent and that they were keen to
improve services. They felt that they were engaging well with stakeholders, and were
particularly proud of the work they were doing to sustain tenancies.
6.2.2 Some operational areas were flagged as being weak, in particular lettings, major
works, IT, leaseholders and ‘first response’ to customers. This was often linked to a
concern over bureaucratic governance, and a failure to ensure that processes work
for customers. Interviewees indicated that they felt CWH was on a ‘journey’ which
had started relatively recently. There was a desire to develop a way of working that
puts customers at the heart of delivery. Some staff said there was a need for more
commercial management skills.
6.2.3 In terms of the relationship between WCC and CWH it was felt that there was a good
relationship with council officers, but getting the relationship right with councillors was
an area for ongoing attention.
6.2.4 Finally, we asked for views on the future direction of CWH. Senior staff expressed a
desire to be a more trusted partner in work with WCC, and also a wish to get involved
with the tri-borough agenda. CWH staff felt that there was an opportunity to do more areas of interest included development and regeneration, health and wellbeing and
the financial inclusion agenda. They also spoke about the possibility of working
beyond Westminster. Regarding the future delivery model there was a focus on
community hubs, and the need to be ‘invisible’ in service provision – working so
smoothly that customers did not notice their interaction.
6.3

Members - survey

6.3.1 Between the 10th and 31st October 2014, 8 of WCC’s 60 councillors responded to a
short survey about their views on CWH. This survey supplemented the evening focus
group also held with councillors (see analysis below), and gave those who were
unable to attend the meeting an opportunity to share their views. The questions were
generally open-ended to allow comment and opinion to be shared. The low response
rates mean that it is not possible to draw significant conclusions from the data, but we
have included key themes that were raised.
6.3.2 When asked what CWH services they were satisfied with councillors responded with
a number of areas including housing management, and grounds maintenance (these
were listed as examples in the question), as well as estates offices, lessee services
40

Westminster City Council - Review of housing management options

and response to fraud. One respondent felt that all services could improve.
Respondents also identified a number of services which they were dissatisfied with.
These included leaseholder services, responsive repairs, major works and voids.
6.3.3 The majority of councillors (57%) identified housing management as CWH’s most
important service. Other areas identified as important included major works,
leaseholder services, bringing empty properties back into use, responsible repairs
and ASB prevention. Many councillors were unsure whether or not CWH represented
good value for money.
6.3.4 Councillors commented that they would like benchmarking done against private
sector organisations, not just other ALMOs. They also identified failures of property
management, major works and the office at 21 Grosvenor Place as areas which may
be poor value for money.
6.3.5 The majority of respondents felt that the carrying out of services provided by CWH
could be described as ‘average’, or ‘well’. This indicates that there are not significant
concerns about CWH’s performance amongst the survey group.
6.3.6 Comments from councillors showed they felt that ‘[compared with] other housing
providers, CWH is neither outstandingly better nor outstandingly worse’.
6.3.7 When asked whether there are other services outside of housing that they would like
CWH to consider offering, respondents were generally negative. Most felt that CWH
should concentrate on ‘getting its core obligations right’ and delivering efficiencies in
housing to WCC. Some respondents chose to make final comments regarding CWH:


‘The question that needs to be asked is this: Are there any ongoing
advantages in CWH being an arms length service, as compared to a
department of WCC?’



‘I think CWH senior staff probably compare well with other ALMOs, but I am
suspicious of satisfaction surveys from a limited number of tenants. Getting
repairs, major works and management of ASB right is more important than
the ’soft stuff‘ like running resident fun days.’

6.3.8 Overall the survey indicated that councillors feel that CWH performs either averagely
or well. It was notable that the views of the councillors on CWH’s performance
contrasted with the findings from the internal assessment. There was not an appetite
for the ALMO to expand, instead it was felt a focus on efficiency is required. The low
number of respondents means that it is difficult to draw further conclusions from the
survey.
6.4

Members – focus group

6.4.1 On the 12th November 2014 we met with a group of eight councillors to receive their
views on CWH. There was broad consensus within the group on a number of key
points.
6.4.2 One of these was concern about CWH’s performance which was described as
’mixed‘ and ’inconsistent‘; performance was recognised as strong in many areas, but
very poor in others. The areas that were considered poor included major works,
communication with residents and councillors, and the handling of complaints.
6.4.3 A number of reasons for these apparent failures where cited. A lack of concentration
on technical concerns such as legal or procedural issues had led to the non-recovery
of rechargeable funds. It was suggested that CWH had a high staff turnover which
led to continuity and consistency problems.
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6.4.4 It was also claimed that there was a cultural unwillingness to learn from mistakes,
leading to problems with difficult cases. There was broad agreement that the ALMO
lacked ’institutional humility‘ which is demonstrated both in an unwillingness to learn
from mistakes and a lack of communication between the leadership team and
councillors.
6.4.5 Concerns about organisational culture were related to another major theme that
emerged from the Councillors’ Workshop; this was concern about the complexity and
ambiguity of the ALMO’s governance arrangements. Councillors felt that there is an
attitude within CWH that the ALMO is only responsible to its shareholders (ie. WCC)
rather than to residents or particular councillors. It was suggested that this attitude is
held within the context of a culture that does not welcome challenge from the board.
The ability to challenge is also negatively affected by the fact that resident board
members are not as well linked to resident structures at lower levels as they could or
should be.
6.4.6 Aside from these concerns, the culture was otherwise described as very ’operational‘
and very commercially minded. It was acknowledged that CWH had been asked to
be more commercial in its approach and that this had taken place. However, some
councillors felt that the balance between seeking a commercial approach and
efficiencies on the one hand, and recognising its roots in social housing on the other,
had not been achieved by CWH.
6.5

Residents – survey

6.5.1 Between the 3rd and 17th October 2014, 7 of the 40 residents invited to participate in
the survey responded with their views on CWH. The survey supplemented the
evening focus group held with members of the resident area panels (see analysis
below) and gave those who were unable to attend the meeting an opportunity to
share their views.
6.5.2 The questions asked about CWH’s performance in a number of key areas as well as
asking about any additional services that they would like CWH to offer. As with the
councillor survey, the low response rate means that it is not possible to draw
significant conclusions from the data, but we have included key themes that were
raised.
6.5.3 Leaseholder services and major works were raised as areas of concern.
Respondents had a mixed view of CWH’s performance across a number of areas
(management, repairs, major works) with some residents selecting ‘excellent’ and
others ‘very poor’. Most residents said that they were satisfied with all of CWH’s
services, although one resident expressed dissatisfaction with all services.
6.5.4 A number of residents felt that CWH should improve its communications and
engagement with residents. One respondent felt that CWH often adopts a
’condescending attitude‘ and another suggested that CWH does not adequately listen
to the needs of residents.
6.5.5 Suggestions on how communications could be improved were varied. One
respondent claimed that the poverty of resident engagement was largely due to the
“breakdown in residents associations no longer being active on some estates”.
Another felt that better consultation exercises were needed.
6.6

Residents – focus group and interviews
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6.6.1 On the 19th November we met with a group of seven residents from the North, West
and Central Area Management Committees (AMCs). Members of the South AMC
were invited but were unable to attend. We interviewed the chair of the South AMC
separately.
6.6.2 Much of the discussion was concerned with a perceived lack of communication
between CWH and its residents. It was felt that communication with residents was
poor in a number of aspects and was described as a problem with CWH’s corporate
culture. Focus group members stated that acknowledgements are not given in
response to email queries; that one query can often generate up to ten emails as
initial emails are not responded to or acknowledged; and that there is a perception
that CWH staff are reluctant to share information.
6.6.3 However, a resident who directs all of their queries through the reception at their
estate office felt that they always receive a prompt response and they were aware of
whom to contact in the event of their estate office being closed or the receptionist
absent. It was felt from discussions with other AMC members that the quality of
communication varied between areas. For example, response to emails was
considered better by residents in the South than in the North management area.
6.6.4 With regards to formal resident engagement, some felt that there is very little
feedback from the board to the AMCs and that resident items had been given
insufficient time on the board’s agenda.
6.6.5 Lessee services were suggested as an area that could be improved, particularly the
time taken to approve alterations to properties. It was also reported that information
about plans for major works is often provided very late to leaseholders, leaving them
with little time in which to plan payments for the work.
6.6.6 Major works in general was an area of significant dissatisfaction among the focus
group members. It was explained that there is a ’general lack of major works‘ and
these are subject to significant delays. A number of examples were given, including
major work that was eight years late. Delays across a number of projects were said
to result in leaseholders receiving notices of recharges in close succession putting an
otherwise avoidable financial strain on leaseholders.
6.6.7 Estate offices were considered to be a very important part of CWH’s service by the
focus group. Focus group members claimed that estate offices were ’necessary‘,
especially for older residents who are less likely to contact CWH through other
means. However, the majority of the focus group did not use the estate offices as
their primary means of communication with CWH. Most preferred to communicate
with CWH via telephone or email.
6.6.8 There were a number of suggestions as to how estate offices could be improved.
Primarily it was felt that estate office reception staff were often the most
inexperienced staff, who would eventually be moved on in the organisation once they
had gained some experience. This was felt to be a by-product of CWH’s career
development programme. It was claimed that CWH undervalues the estate office
receptionist role and that more experienced members of staff should hold these roles.
6.6.9 Another suggested improvement to the estate office service was extending or
changing opening times to outside of normal working hours to accommodate working
residents. This was echoed for services provided by contractors and resident
consultations.
6.6.10 Another strong theme was the inconsistency of service quality across the
geographical areas covered by the AMCs. Examples cited were a lack of a consistent
approach regarding block reps, with some blocks having them and others not. The
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quality of service in estate offices was also cited as inconsistent between areas.
There were claims that the Youth Service varied across areas and that budgets were
not split equally among the areas.
6.6.11 Despite this perception of inconsistency, the Youth Service and homework clubs
were seen as valuable and successful CWH services. Some residents also
expressed satisfaction with CWH’s responsive repairs service. One resident stated
that they had been satisfied with all the responsive repairs that they had had from
CWH. Focus group members generally had a positive perception of CWH staff, but
felt that the organisation was often hindered by its IT systems.
6.6.12 On the question of other services that CWH could provide, it was largely felt that
CWH should continue to predominantly be a housing provider. However, it was
suggested that CWH could do more with primary school age children and do further
work to encourage community cohesion. Other suggestions included more
partnership work on healthcare and policing issues.
6.7

WCC staff

6.7.1 We spoke to a number of senior council officers from a range of departments
including Economic Development, Community Protection, Family Services, Adults’
Services and Finance.
6.7.2 Senior council officers were mostly very positive about the contribution CWH makes
towards WCC’s objectives and the ALMO’s performance as a whole.
6.7.3 Senior council staff were also very positive about the working relationships between
officers and CWH staff. CWH were described as engaged and successfully involved
in joint working. It was felt by a number of WCC officers that CWH is the most
engaged, best responding and easiest housing provider that they work with.
6.7.4 CWH were identified as strategic partners in a number of areas. Although senior
officers were not aware of any formal harmonisation of objectives between CWH and
their teams, they felt that there was certainly implicit alignment with their objectives.
6.7.5 However, it was felt that CWH could do more to understand social care and the legal
context in which WCC’s objectives are set. For example, it was felt that CWH
sometimes fails in seeking to keep vulnerable people in their homes and community:
a key aim for WCC.
6.7.6 Some WCC staff felt that CWH could do more outside housing management that
would assist other council departments to meet their objectives. However, other
senior officers did not see a need for additional services and felt that the ALMO met
their expectations, describing themselves as a ‘happy customer’ of CWH.
6.8

External stakeholders

6.8.1 One external stakeholder described CWH as ‘lean’ and ‘professional’, but raised
concerns over a perceived lack of commerciality in their contracts. Both external
stakeholders expressed a desire to work in partnership with CWH and to share
resources. This would require longer term planning and joint mapping of
opportunities.
6.9

Conclusions

6.9.1 Senior CWH staff have a generally positive view of CWH and are ambitious for the
organisation to grow. However, senior staff recognise areas of weakness, particularly
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with communication. There is also an acceptance that delivering excellence in core
housing functions should be prioritised before taking on any new areas of work
6.9.2 Members have a view about CWH’s performance and services as ‘mixed’ and
‘inconsistent’. Communication between CWH and residents and members was cited
as poor, as was CWH’s handling of complaints. Members felt that there is an
institutional reluctance to learn from mistakes and a lack of challenge from the board.
However, the views on CWH’s performance given by members were more negative
than, our research suggests, is justified.
6.9.3 Like members, residents also raised concerns about a perceived lack of
communication from CWH and inconsistencies in service provision. Dissatisfaction
was also reported with major works and the lack of appropriate consultation about
major works, something supported by our findings in the document review.
6.10

WCC staff were mainly positive about the contribution CWH makes towards WCC’s
objectives, as well as about CWH’s overall performance. Although staff were
unaware of formal strategic alignment between WCC and CWH, most staff felt that
CWH performed well as a partner.
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7

Summary: CWH as a housing manager

7.1.1 We have used a range of information to assess CWH’s performance as a housing
manager, including:


Internal documents,



Benchmarking data,



Stakeholder interviews and focus groups,



Financial assessment of the HRA Business Plan.

7.1.2 The key findings from this work can be grouped into four thematic areas;

7.2



Successes,



Areas for improvement,



Costs,



Benefits and opportunities,

Successes

7.2.1 CWH is maintaining very high levels of satisfaction, often significantly out-performing
comparator organisations. These high levels of satisfaction are seen in response to
service provision, quality of home and responsive repairs. High quality service
delivery, for example through the ‘CityWest Standard’ may be partially responsible for
these high scores.
7.2.2 However, consideration needs to be given to the delivery cost, and whether offering a
significantly cheaper service, with the potential for decreasing customer satisfaction,
is a more viable option. CWH appears to acknowledge the need to address the cost
of its service, undertaking the Six Sigma review, and setting a 2014/19 draft strategy
target of reducing like-for-like annual operating costs by 20% by 2018/19. The HRA
Business Plan currently only shows a reduction of 1% per annum in the CWH fee, so
there will be a need to ensure the full efficiency savings are reflected correctly within
the HRA Business Plan.
7.2.3 CWH is also viewed very positively by both its own staff, shown by high staff
satisfaction scores, and by WCC officers.
7.3

Areas for improvement

7.3.1 In contrast with other measures, satisfaction with major works consultation remains
very low. The resident focus group also expressed dissatisfaction with major works,
citing delays and a lack of clarity. This was particularly frustrating for leaseholders,
and is an area that CWH will need to address if it is to meet its lessee satisfaction
targets.
7.3.2 Another area in which CWH needs to make improvements is complaints handling.
Members identified this as an area of concern, and it may have contributed to the
mismatch between councillors’ perceptions and our findings from benchmarking.
CWH executives have acknowledged CWH’s difficulties in this area and are working
to make improvements.
7.3.3 Finally, CWH needs to improve its alignment to WCC. As a significant client and sole
shareholder of CWH, we would expect WCC’s strategic priorities to be better
reflected in CWH strategies. Although there was some indication that this had been
considered internally, we did not find evidence of any formal, published or easily
accessible internal trackers or strategy documents that draw direct links between
WCC’s key strategy document and CWH’s corporate strategy.
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7.4

Costs

7.4.1 Benchmarking identified that CWH is expensive when compared with similar
organisations. Overheads, staffing, housing management, responsive repairs and
void works, and major works management were identified as areas of particular highcost relative to comparators.
7.4.2 High costs in responsive repairs and void works are likely to be the result of the
relatively large proportion of CWH’s stock that is listed (17%) and the higher
‘CItyWest Standard’ applied to void work. Repairs and voids costs are expected to
reduce as a result of increased investment in the major works programme and
efficiencies realised with the introduction of improved mobile working.
7.4.3 CWH has some of the lowest average salaries for staff, but still has some of the
highest staff costs per property. Staff turnover is also high. This suggests that staff
structures in the organisation need to be reviewed, to ensure that correct skills are
being deployed appropriately and efficiently.
7.4.4 Improvements in mobile working and finance software are opportunities that may
result in a reduction in staff numbers. CWH has also identified possible restructuring
arrangements in CityWest Direct that will improve its ratio of housing management
staff to properties under management from 2015. CWH is also investigating the
establishment of a subsidiary with a defined contribution pension scheme.
7.4.5 CWH’s overheads are also high. This includes office costs, IT and finance services.
High office costs are likely to be a reflection of both the number of estate offices that
CWH maintains, and the high cost of CWH’s head office. CWH needs to assess what
value each of its offices adds to the business and whether the costs are justified. A
review of the opportunities for savings from mobile working may be needed.
7.4.6 IT costs are high in comparison with other housing organisations. This is due to
additional IT support that CWH provide to other organisations and council teams. A
high number of non-standard user requests are also thought to increase costs. CWH
hopes to reduce the number of non-standard requests with the introduction of
improved and more user-friendly software.
7.5

Benefits and opportunities

7.5.1 Our assessment of the HRA Business Plan shows that the HRA has the capacity to
enable CWH to deliver ambitious investment plans despite the high management and
maintenance costs. The Business Plan is viable and has the financial strength to
allow for the provision of additional services or further investment.
7.5.2 The desire to make the most of this ability to diversify was apparent in both the
documents we considered and in the interviews. The documents showed that CWH is
ambitious, with an objective to “lay down a vision for the future that aims to generate
a growing dividend stream for [WCC]”9. The stakeholder interviews identified a
number of areas where CWH felt it wanted to expand, in particular development and
regeneration, health and wellbeing and financial inclusion.

9

We understand that CWH currently provide a £300k dividend annually to the General Fund.
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Section B: Review of housing management models
Introduction: Housing management models
To inform consideration of how WCC might wish to organise its future management
arrangements, we have reviewed a number of approaches to social housing management.
For each of these we have considered the strengths and weaknesses of the approach as
well as their applicability to WCC’s context and objectives.
For each model we have provided a high-level analysis of the financial and legal
implications. It is important to stress that these do not form a comprehensive assessment,
and WCC should seek detailed, specialist legal and financial advice before any change to
current arrangements is made.

8

In-house Management

8.1.1 For CWH this model would be a significant
change as the ALMO would be dismantled and
brought back into WCC. Although there would
be an initial cost to transferring CWH, this may
be offset by long-term savings. For CWH to
pursue this model a full assessment and
business case would need to be developed.
8.2

Financial implications

8.2.1 We anticipate that bringing the service in-house
would result in cost savings for the service in
both one-off savings and annual savings. The
principal areas where we would anticipate cost
reductions are:


Executive staffing costs



Office accommodation costs



Contract monitoring



Board costs.

Case Study: LB Hillingdon
LB Hillingdon brought its ALMO
in-house in 2010. The Borough
manages approx. 11,000 council
homes.
It cost Hillingdon £300,000 to
bring the ALMO in, but it
estimated it would save the
equivalent each year.
LB Hillingdon delivers a low cost
management service, but does
not measure customer
satisfaction. Residents have
limited power to shape service
delivery.

8.2.2 If provision of housing management were to return to an in-house council service we
would expect the senior management structure for CWH to be rationalised to fit within
WCC’s management structure. The actual structure would be a matter for discussion.
For the purposes of this assessment, we have assumed potential cost savings of
around £300k per annum assuming that the Chief Executive, Finance Director and
HR Director for CWH would no longer be required.
8.2.3 Although there would be savings in contract monitoring and board costs, the CWH
board would be replaced by the consideration of housing issues at full council,
cabinet and other committees. The saving in contract monitoring would be offset by
the additional time council officers would need to spend on the housing service. The
net saving of these costs and office accommodation has not yet been quantified so,
to be prudent, we have assumed no additional saving. Any saving could be used to
offset potential redundancy costs associated with the loss of the CWH executive
posts and restructuring the housing service.
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8.2.4 Other than the potential cost reductions identified above, we have assumed that an
in-house service would operate as at present with the same assumptions for the HRA
Business Plan as the base case scenario.
8.2.5 The effects of these changes are reflected in the table below, which compares the inhouse management option with the base case self-financing option.

Base 2015 CWH Business Plan
In-house management

Revenue
Surplus
by year 5
£m
53
55

Revenue
Surplus by
year 30
£m
575
587

Peak
Debt
£m

Year
of
Peak

284
284

2-12
2-12

8.2.6 Due to the potential savings assumed, the in-house scenario shows an improved
revenue position compared with the existing 2015 CWH HRA Business Plan, with the
overall revenue surplus after 30 years increasing from £575m to £587m. This
indicates that, if the assumed savings of £300k per annum could be achieved by
dismantling the ALMO, the in-house management of the housing service could
provide additional financial capacity to provide additional services or further
investment in the housing stock.
8.2.7 More detailed work would be needed on the potential savings that would arise if
WCC decided to pursue this option. Research in the housing sector suggests that
planned savings on mergers are often not realised; this would be a risk for WCC.
Experience from other mergers, although not directly comparable, serves to highlight
the potential risk.
8.2.8 The most significant financial risk with this option is failure to make the savings
assumed in the financial modelling.
8.2.9 The major operational risk is that the benefits of a single purpose, tenant-focused
organisation would be lost which could lead to a deterioration in service delivery
standards and a consequent decline in tenant satisfaction.
8.3

Legal implications

8.3.1 WCC is the sole shareholder of CWH. As such, it can terminate the Management
Agreement by the following methods:
8.3.2 Expiration of time (see clause 22): The Management Agreement is for a period of
10 years expiring on 31 March 2022 unless it is terminated:


After the five-year break point (clause 22.1)



An event covered by clause 27 (Termination) occurs



By consent of both parties.

8.3.3 WCCs rights as sole shareholder (see clause 18): As sole shareholder, the
Council can appoint or remove board members or “issue directions to CWH or its
board”. Under this clause WCC can direct CWH to agree to terminate the
Management Agreement or to remove board members who fail to follow this direction
8.3.4 Termination of the Management Agreement (see clause27): WCC may terminate
the agreement “at any time if the council deems in its absolute discretion that” any
number of defined circumstances occurs. The defined circumstances include a
“significant change of housing strategy” and/or CWH being in material breach of the
Agreement.
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8.3.5 If the Management Agreement is terminated by WCC and the service taken back inhouse it is likely that the Transfer of Undertakings (Protection of Employment)
Regulations 2006 (TUPE) will take effect.
Colleagues employed by CWH
immediately before the transfer back shall transfer to WCC on no less favourable
terms and conditions as those enjoyed before the transfer, and those colleagues
shall have continuity of employment. There has been a great deal of TUPE litigation,
and on whether the new employer will be providing the ’same service‘ after
termination. Specialist legal advice will be required before taking this step. But our
view is that if the general housing management function is taken back in-house and
is delivered in the same manner, TUPE is likely to apply to all colleagues affected.
8.3.6 WCC will also need to take specialist pension advice to make sure its actions do not
cause a pension scheme to be terminated, thereby causing a deficit to become
payable.I If any colleagues are to be made redundant any potential ’strain payment‘
due under the pension scheme should be calculated in advance. ’Strain payments’
for older colleagues can be very expensive.
8.4

Consultation

8.4.1 Under Section 105 Housing Act 1985, local authorities are required “to maintain such
arrangements as it considers appropriate” with “its secure tenants” who are likely to
be “substantially affected by a matter of housing management”. Section 105 adds
“the authority shall, before making any decision on the matter, consider any
representations made to it in accordance with those arrangements”.
8.4.2 WCC last consulted on or around the autumn of 2011. At that time, the Council
received approximately 250 responses from a tenant and leasehold cohort of
approximately 21,000 homes (1.2%). Of those responding, 49% were “broadly
positive” about the service they receive from CWH or were “supportive of the in
principle decision to renew the agreement” (0.58%). The number of responses
received was very low indeed. Some may argue this ‘consultation’ did not meet the
requirements of section 105 above.
8.4.3 If WCC were to pursue in-house management they would need to complete
consultation with all relevant stakeholders. The method of consultation varies from
organisation to organisation. WCC would need to be able to prove that the outcomes
represent a statistically valid response.
8.4.4 By section 137 Housing Act 1996, “every body which lets dwelling-houses under
secure tenancies” is required to publish information “in simple terms” as to the effect
of such agreements. There are also similar obligations to consult and publish
information under the Localism Act 2011.This means that WCC would need to ensure
there is a full and complete consultation process with all key stakeholders. Failure to
consult effectively could expose WCC to judicial review.
8.5

Strengths and weaknesses

8.5.1 Strengths of the in-house management model include:

8.5.2



Opportunity to improve efficiency and reduce costs through rationalising
governance and support services



WCC regains direct control of housing



May encourage closer working between housing and other council departments,
and ensure delivery of WCC’s objectives

Some weaknesses of in-house management may be:
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Dilution of housing focus, and reduction of opportunity for residents of council
homes to be on the CWH board and hold the housing management function to
account



Less attractive to tenants who are happy with CWH



Cost of transferring the service in-house and risk that anticipated cost savings
are not achieved



Potential loss of performance culture and reduced scrutiny may lead to a
reduction in performance



Reduced staff morale within the housing service.
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9

Thin ALMO

9.1.1 For CWH this model would mean little change as the ALMO is already primarily
focused on housing. However, the current management of the district heating and the
lettings agency (CWResidential) would fall outside the scope of a typical thin ALMO
model.
9.2

Financial implications

9.2.1 As CWH is already essentially a thin ALMO, we have not carried out any further
financial modelling for this option. As detailed in section 3, Baseline financial position,
CWH currently has additional capacity available. The figures for the base 2015 HRA
Business Plan are as follows:

Base 2015 CWH Business Plan

Revenue
Surplus
by year 5
£m
53

Revenue
Surplus by
year 30
£m
575

Peak
Debt
£m

Year
of
Peak

284

2 -12

9.2.2 The peak debt of £284m is £49m below Westminster’s increased borrowing cap, so
there is potential to borrow more to provide additional services, further invest in the
existing housing stock, or provide additional new homes in Westminster. Also the
revenue balances are higher than the minimum balance required throughout,
suggesting the availability of further capacity.
9.3

Legal implications

9.3.1 As noted in the financial implications information, the thin ALMO model represents
limited/no change for CWH. Therefore there are no legal implications to CWH
continuing in this way.
9.4

Strengths and weaknesses

9.4.1 The strengths of the thin ALMO model are:


As it focuses solely on delivering housing services it can achieve efficiencies in
this area, through tight control of costs and processes



It is able to develop a clear brand, goal and visions, which is transparent to all
those who interact with it



Being engaged in fewer types of business activity may allow the organisation to
operate without the broad skill set among senior management that is required in
organisations with more diverse business activities



The current HRA Business Plan indicates that this option is viable with additional
capacity to further invest in the housing stock.

9.4.2 The weaknesses of the thin ALMO model include:


‘Value added’ by the ALMO to the local authority is only in housing services;
benefit is not felt in other services



There is a loss of the synergies that may exist between housing management
and other delivery areas



Limitation on how much the ALMO can grow, restricting opportunities to generate
income for the local authority.

Case
Study:
Lewisham
Homes
Case Study:
Lewisham
Homes
Lewisham’s ALMO was established in 2007 and manages approx. 13,000 homes. Lewisham Homes is
focusing
focussingon
onthe
thedelivery
deliveryofofcore
corehousing
housingmanagement
managementfunctions,
functions,alongside
alongsideaanew
newdevelopment
developmentprogram.
program.
They deliver a low-cost
service and,
low,they
theyare
low cost management service,
and although
their
satisfaction
scores
are
currently
low
52
are
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10

Fat ALMO

10.1.1 Alongside the core housing
services usually delivered by
ALMOs, additional services
may be delivered by a fat
ALMO:

Case Study: Barnet Homes
Barnet’s ALMO was established in 2004 and
manages approx. 15,000 homes.
Since 2012 Barnet Homes has been part of a local
authority trading company which has included a
sister social care company – Your Choice Barnet.
Barnet Homes has also expanded commercially,
operating a lettings service and lifeline alarms.
It has delivered large savings (over £800,000 in
2012/13) for the Council and won a number of
awards for its work.



Landlord licensing



Homelessness service



Adult social care



Private rented sector
management



Schools management and
maintenance



Gardening and handyman services.

10.1.2 For CWH this model would mean taking on additional services, either through these
being transferred from WCC, or through commercial services being developed. A
feasibility study of the market for services would need to be completed, as well as
consideration of the skills of the senior management team required to operate the
new service areas. This skills analysis would be particularly important in light of the
current need to recruit a new chief executive to the organisation.
10.2

Financial implications

10.2.1 We have calculated the impact on the HRA of the ALMO generating £500k of net
income per annum from additional housing services. Please note that these figures
would increase if RTB receipts were taken into account within the HRA Business
Plan, and also if WCC takes the decision not to repay the HRA debt at the current
rate.
10.2.2 The figures in the table below show the Fat ALMO option with additional £500k of net
income from year 1 onwards, compared with the base 2015 HRA Business Plan:

Base 2015 CWH Business
Plan
Fat ALMO: £500k net income
per annum

Revenue
Surplus
by year 5
£m
53

Revenue
Surplus by
year 30
£m
575

Peak
Debt
£m

Year
of
Peak

284

2-12

56

596

284

2-12

10.2.3 This scenario increases the revenue resources building up within the HRA and
indicates that there is further capacity to provide additional services, invest more in
existing housing, or provide new affordable homes within Westminster.
10.2.4 If WCC decides to pursue this option, the net income generated or net costs of the
additional services it intends to provide would need to be fully assessed and fed
through the current HRA Business Plan to ensure they were viable.
10.2.5 We have assumed in this example that £500k of net income is generated for the HRA
through housing services. However, if the additional services were outside HRA
housing, the Fat ALMO could generate net income towards the WCC General Fund.
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10.2.6 For example, LB of Newham has set up a private company, Red Door Ventures Ltd
with the specific business purpose of being a private developer and landlord.
Through this company, LB of Newham hopes to build up an investment fund of £75m
by year 10 to invest in new projects, earn interest on the loan provided to Red Door,
and receive a return on its equity of £18.5m per annum from 2024/25 onwards.
10.3

Legal implications

10.3.1 If a new Management Agreement is negotiated in which CWH is given extra powers
to ’trade for profit‘ both within the local authority area and further afield, WCC and
CWH will need to be aware of EU Procurement Regulations and, in particular, the
Teckal exemption. Under Teckal, it is important that the “substantial majority” of
CWH’s services need to be provided to WCC. If not, EU Procurement Regulations
take effect.
10.3.2 In the event of a new Management Agreement being negotiated and wider powers
being given to CWH to provide new services and to generate income from noncouncil sources, the Articles of Association of CWH will need to be amended. The
new Articles will need a wider ’objects‘ clause drafted and will need to include
reference to the Companies Act 2006 to ensure they are compliant with the new Act.
10.4

Strengths and weaknesses

10.4.1 The strengths of the fat ALMO model are:


Its ability to build a strong reputation across a range of services, through
interactions with a large number of customers



Potential for net income generation from the additional services, particularly
commercial services to third parties



Able to deliver efficiencies of scale as the ALMO grows



Allows WCC to focus on strategic priorities, as delivery is managed by the
ALMO.

10.4.2 The weaknesses of the fat ALMO model include:


The ALMO needs to be able to deliver savings to WCC across a wide range of
services, which may require new skills and approaches



The introduction of disparate business streams may lead to the development of
silos and different non-cohesive cultures within the organisation.
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11

Super ALMO

11.1.1 A super ALMO is formed for the management of a number of local authorities’
housing stock.
11.1.2 For CWH this model would mean finding partners to work with, possibly building on
existing tri-borough arrangements. CWH would need to agree responsibilities and
align models with any other ALMO/LA housing departments.
11.2

Financial implications

11.2.1 Based on the Leeds ALMO Business Centre, the likely savings CWH could expect to
achieve are in the region of £360k per annum. The impact of these savings on the
2015 HRA Business Plan is shown in the table below:

Base 2015 CWH Business Plan
Super ALMO – savings £360k14

Revenue
Surplus
by year 5
£m
53
55

Revenue
Surplus
by year 30
£m
575
590

Peak Debt
£m

Year of
Peak

284
284

2 -12
2-12

11.2.2 As with the in-house option, if the savings can actually be achieved the revenue
position will improve with the revenue surpluses after 30 years increasing from
£575m to £590m.. As the savings assumed within the Super ALMO are higher than
those of bringing the service back in-house, the benefit to the HRA Business Plan
would be greater; this would generate additional capacity to improve existing
services, provide additional services, or further
invest in the existing or new housing.
11.3

Case Study: East Kent Housing

Legal implications

11.3.1 Many of the legal implications in setting up a
‘normal’ ALMO apply to a super ALMO. However,
ownership of the ALMO will be by one or more local
authorities, and the ALMO will have different
management agreements with each council. Close
partnerships between each local authority are
required to ensure that management agreements
mirror each other. This is to prevent difficulties in
the ALMO’s operation arising from having to
operate on different terms with each partner.
11.4

Strengths and weaknesses

11.4.1 The strengths of the super ALMO are:


Significant efficiency savings



Focus on high quality service delivery

East Kent Housing was
established in April 2011, to
manage the housing stock of four
local authorities in East Kent. The
super ALMO manages
approximately 17,500 homes and
is the largest social landlord in
Kent
In its first year of business the
ALMO delivered £700,000 savings
to the four councils. The ALMO
has also improved performance on
rent collection.

11.4.2 The weaknesses of the super ALMO model include:


Strategic direction needs to be agreed among the local authority partners



Compromises have to be made between maintaining local accountability and
ensuring consistency of service delivery.

14

Based on data from savings generated by East Kent Housing, modified to take into account CWH’s
circumstances. This figure is for guidance only; a full business case would need to be developed
before this option was taken forward.
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12

Stock transfer

12.1.1 As WCC’s housing stock is already managed
by a separate entity, the ALMO CWH, the
most sensible option would be a LSVT to
CWH. This would mean that CWH would take
ownership of the housing stock it already
manages at a valuation based on the formula
set by the government. CWH would need to
register for this purpose with the Homes and
Communities Agency (HCA) as a Registered
Provider
12.1.2 For CWH this would mean changes to the
governance arrangements of the organisation,
although most staff would transfer across
through TUPE arrangements. It may give
CWH more access to capital, but could
reduce the control and accountability that
WCC has over its housing stock. A
consultation and ballot of tenants would be
required, and WCC would have to show that
the transfer would represent value for money.
12.2

Case Study: Richmond Housing
Partnership
Richmond Housing Partnership
was established in 2000, from a
transfer of LB Richmond’s stock
and manages approx. 8,000
homes. In 2005 Co-Op Homes
joined as a subsidiary.
Richmond Housing Partnership
has maintained a strong
relationship with LB Richmond, but
has been able to use its increased
freedom to develop new homes
both in and outside the borough.

Financial implications

12.2.1 Following the introduction of self-financing in April 2012, the government overhauled
the transfer process by issuing a Housing Transfer Manual in November 2013 aimed
at reducing the financial impact on the public purse. The latest guidance on stock
transfers is the Housing Transfer Manual published in July 2014. The government
now requires a strong business case to prove that stock transfer provides the best
value for money. Hence, in general, the government expects the value of a transfer to
be based on the 2012 self-financing valuation, which was considered to be the
financial value of each local authority’s housing stock.
12.2.2 However, as the transfer application is now required to show value for money, there
is no real financial incentive to transfer the housing stock unless WCC is unable to
fund the required capital programme within its existing borrowing cap. As WCC is
able to do so, we have assumed that it would not be interested in pursuing a stock
transfer and have not undertaken the financial analysis required to derive the stock
valuation of such a transfer.
12.2.3 It should be noted that the transfer value is the amount the new landlord will pay for
the housing stock, based on the guidance set out in the Housing Transfer Manual.
This values the housing at the on-going tenanted value based on discounted cash
flows; this is considerably lower than the open market value or Right to Buy value.
12.3

Legal implications

12.3.1 For a LSVT, a council would need to submit an application to the HCA (or for London,
the GLA) which includes a five-part business case for transfer: Strategic, Economic,
Commercial, Financial and Management, and include a full cost-benefit analysis as
part of the economic case. For transfers to take place, the consent of the Secretary of
State under sections 32-34 and/or 43 of the Housing Act 1985 is also required.
Where government support for overhanging debt write-off is sought, as would be the
case for WCC, the application would be assessed by the GLA (or HCA) in
conjunction with the DCLG and HM Treasury; the decision on whether to provide the
overhanging debt support would be made by the DCLG.
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12.4

Strengths and weaknesses

12.4.1 The strengths of the stock transfer model are:


It allows the full programme of works identified in the Stock Condition Survey to
be carried out



It is traditionally able to raise more finance than a local authority or ALMO
(although WCC is currently able to operate within the borrowing cap, so there is
no need for additional finance).

12.4.2 The weaknesses of the stock transfer model include:


Loss of local authority control of social housing



Transfer is the option of greatest change and will have the most effect on WCC,
staff and tenants



Tenants must vote in favour of a stock transfer in order for it to proceed, so the
set-up costs before the ballot are at risk



Local authority is unlikely to receive any capital receipts due to HRA selffinancing debt, and there will be a cost to the general fund to be managed



Transfer is a one way process and stock cannot be transferred back in-house.
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13

Summary: Review of housing management models

13.1.1 We have considered how social housing is provided both across the UK and
internationally. In the UK the model changed significantly throughout the twentieth
century as different forms of organisation were developed. Since the early 2000s
ALMOs have been a feature of the social housing sector. We considered a number of
management forms:


In-house council housing management: In this model housing services are
managed by the local authority, either because no ALMO was created or
because the ALMO has been brought in-house. Around 100 local authorities
in England manage their own stock.



Stock transfer: Large scale voluntary transfer (LSVT) is the most extensive
option, where stock is transferred as well as management. Over 1.3 million
homes have transferred from 130 local authorities in England since the
1980s. With the introduction of HRA self-financing this model now has
negligible benefit.



ALMOs: The option of creating an ALMO to deliver Decent Homes was set
out in 2000. At the peak of the ALMO movement there were 70 ALMOs
managing over half of councils’ housing stock, although this has now declined
to 47 ALMOs. However, alongside ALMOs being taken in-house, four have
been created. Some ALMOs are also taking on additional services either
commercially or from their parent local authority.

13.1.2 Looking particularly at London the current trend has been for council’s to bring their
ALMOs back in-house. Currently in-house management accounts for 45% of all
management and next year, following the announcement that three more ALMOs are
being reintegrated, this will stand at 55%. Overall we found that round one and two
ALMOs are more likely to have remained independent. Where London ALMOs have
been brought in-house the political control of the council does not appear to be a
deciding factor.
13.1.3 Internationally, we considered models in New York, Paris and Amsterdam. In each of
these cities there has been a different approach to social housing, with the financing
model, and policy context creating a different approach. For example in Paris growth
has been prioritised, while in Amsterdam regeneration is the focus of housing
associations.
13.1.4 Overall, the sector presents a picture of divergence, as providers innovate in the
current difficult economic climate, although overall the number of ALMOs is declining.
While some local authorities are setting up new ALMOs, others are taking them inhouse and new stock transfer organisations are being created. Where ALMOs have
been retained different models are being pursued:


Thin ALMO: Focused on the delivery of core housing management services.
May be involved in some development, but does not take on services beyond
traditional housing.



Fat ALMO: Alongside housing management functions, a fat ALMO will deliver
a range of additional services, either for its parent local authority (e.g. housing
options) or commercially (such as schools management).

13.1.5 The matrix below presents a summary of the main housing management models
analysed.
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Model

Impact on CWH

Legal/Consultation

Financial
Initial cost, but
potential savings

•
•
•

Limited change

•
•
•

May need to alter Management
Agreement and Articles of
Association

Income generation

•
•
•

Business diversification
Efficiencies of scale
Broad reputationbuilding potential

Joint ownership of the ALMO, and
alignment of management
agreements required

Potential savings

•
•

Efficiency savings
Focus on service
delivery

•

Quality and cost
performance
Financing opportunities

Tenant consultation required
In-house
management

Thin ALMO

Fat ALMO

Super ALMO

Stock
transfer

Significant change

Would be possible to end
Management Agreement

Minimal change

No consultation required

Some change

Significant change

Significant change

Strengths

Ballot would be required

Negligible benefit

•

Potential efficiency
LA control
Closer working with LA
departments
Focussed service
Clear objectives
Fit to skills of executive

Weaknesses
•
•
•
•
•
•
•

•
•
•
•
•

Dilutes housing
focus
Cost of bringing inhouse
Less ‘value added’
Loss of synergies
Restricted growth
Business risk
Disparate
business streams
– skills required for
senior
management
Agreement on
strategy needed
Loss of local
accountability
Loss of control
Cost to general
fund
One-way process

13.1.6 In the next section we draw together the options presented here with the analysis of CWH presented in Section A. This allows us to
make recommendations for CWH’s future delivery model.
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Section C: Recommendations for future delivery
14

Recommendations/options

14.1.1 In this section we have used the evidence collated in sections A and B to develop a
series of recommendations for WCC’s future housing management.
14.2

WCC’s objectives

14.2.1 ‘WCC Better City, Better Lives’ strategic vision focuses on creating


A safer, healthier city



A more connected city



An enterprising city.

14.2.2 In addition, as previously mentioned, the Housing and Property Service’s Business
Plan (2014/15) outlines a number of key priorities. The areas of relevance to the
future delivery of housing management are:


Delivering over 200 new homes at target and affordable rent, and over 200
new homes for shared ownership by March 2016



Progressing the regeneration of six Westminster neighbourhoods and estates



Programming a new multi-purpose development at Huguenot House



Development of a new employment programme targeted at residents –
helping 40 households affected by the household benefit cap into work



Achieving value for money in services and buildings



Investigating the economic benefits of heating systems at Church Street and
of a Nova to Pimlico District Heating Undertaking.

14.2.3 When developing recommendations we have considered how best to achieve these
goals, as well as considering, in line with the brief, the needs of residents and WCC’s
desire to ‘secure the high quality and efficient management of its housing portfolio
and deliver high levels of customer satisfaction’.
14.3

Recommendations

14.3.1 Our review, as documented in sections A and B, has found that the ALMO is
financially strong and ambitious. While there are areas that need to be addressed,
particularly the cost of service delivery, there is no financial or performance
imperative to bring CWH in-house, or undertake stock transfer.
14.3.2 Areas where we found improvements could be made are outlined below.
14.3.3 CWH


Major works: CWH needs to address both the perception of a general lack of
major works and delays in major works contracts.



Consultation with leaseholders regarding major works: This has consistently
emerged as a problem throughout our document review and our interviews
with councillors and residents. We are aware that this is a KPI that is being
monitored by WCC, but we have not seen satisfactory evidence of
improvement in this area.



Complaint and enquiry handling: We recognise that the Six Sigma review
currently underway is likely to result in improvements in the complaints and
enquiry process. We recommend that this area of work is prioritised and that,
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alongside process mapping, complaints monitoring and learning mechanisms
are put in place to ensure this vital aspect of customer service, with
associated reputational risk, performs as well as possible.


Formal alignment between the strategic goals of WCC and CWH: As was
highlighted in the document review, we would expect CWH to reflect the
strategic priorities of its key client and only shareholder, WCC. To ensure
transparency and understanding between the two organisations we feel this is
best done through open strategy setting by CWH, and a clear publicly-facing
document that links CWH’s strategy to that of WCC.



Communication with residents and councillors: To build its reputation, CWH
needs to communicate more effectively with both councillors and residents.
For councillors this communication should centre on strategic direction,
alignment to WCC and performance information, particularly successes, as
well as how it deals with difficult issues. For residents, CWH should seek to
keep them informed about its plans, and ensure that encounters with frontline
staff are positive, as recommended above.

14.3.4 A significant area for improvement for CWH is its relatively high costs in comparison
with other housing organisations. CWH has already set objectives within their Draft
Strategic Plan to both reduce annual operating costs by 20% by 2018/19 and
generate at least 20% of revenue from third party sources by 2018/19. However, we
recommend that CWH target 20% reduction in the wider costs to the HRA that CWH
can control, rather than just core operating costs. To ensure that these objectives are
met, we recommend the following processes:


IT improvements: Further develop plans to introduce mobile working, digital
channel shifting, browser enabled IT system and CRM.
Assess the
implementation cost of introducing these changes and the potential future
savings through improved efficiency and reduction in staff numbers.



Premises costs: To put a proposal to WCC to review the use of the 14 existing
estate offices with a view to converting them into multi-purpose area offices
where appropriate. Alternative head-office accommodation which might offer
better value for money should also be considered.



Recharging leaseholder costs: Review the allocation of housing management
costs between tenants and leaseholders.



Responsibility for the HRA: Take more responsibility for the HRA with
particular focus on achieving value for money for all elements which are under
CWH’s control.



Pension costs: We understand that CWH plans to set up a subsidiary with
reduced pension costs, making parts of their business more competitive and
allowing for dividend payments from the subsidiary to WCC as a shareholder.



Increasing revenue from third parties: Once the new pension arrangements
are in place and CWH is more competitive in the market place, CWH should
develop detailed proposals (including estimates of costs and a forecast
increase in revenue over the next four years) to consider expanding or
developing the services listed in the recommendations of section 5 of this
report.
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Cost of supporting TMOs: Review the efficiency and effectiveness of the
services provided through the TMOs in Westminster.

14.3.5 WCC


Client awareness: WCC needs to have more oversight of the performance of
CWH, exercising stronger client awareness, management and performance
management including delivery against business plans and objectives. This
may mean that it needs to be a more challenging client in some areas. WCC
should ensure that its strategy and objectives are reflected in those of CWH
and that the implementation of CWH’s plans is properly scrutinised. Stronger
clienting should also involve appropriate monitoring of performance including,
for example, leaseholder consultation on major works. There should be a
clearer line of sight on CWH’s performance within WCC at councillor level.



Cost-quality balance: WCC needs to decide how it feels cost and quality
should be balanced within housing management. While there will be
significant scope for CWH to deliver efficiencies without impacting service
quality, there will be a tipping point at which cost reductions will also mean
reductions in the quality of service and resident satisfaction. WCC needs to
make clear its priorities on cost and quality to enable CWH to meet this.



HRA recharges: WCC should periodically review all of the central overheads
and other costs that are currently recharged to the HRA and consider whether
they are all appropriate for the HRA and whether there is any scope for
savings.



Responsibility for the HRA: WCC to encourage CWH to take more
responsibility in its approach to managing the HRA



Thin-fat preference: We have found no performance or financial reason for
WCC to move away from an ALMO model of housing management. WCC
needs to decide, of the ‘thin’, ‘fat’ or ‘super’ options outlined in Section B,
which type of ALMO it feels best meets its priorities. Our review found that
stakeholders were most comfortable with the idea of a ‘thin’ ALMO focused on
core services and delivering efficiencies, although they were open minded
about the idea of some diversification (ie. some elements of a fat ALMO). In
the longer term, if CWH were to increase its commercial service offering or
diversify into new areas, it could reduce the net financial impact on the HRA
and general fund.



Major works procurement: WCC should work alongside CWH to improve the
efficiency of the procurement process for major works. Targets need to be set
and estimates calculated of the cost savings to be generated from improved
efficiency in the process.



CWH transformation: WCC to take an active role as part of a CityWest
Transformation Working Party

14.3.6 We feel that, if both organisations address the areas outlined above, it will not only
improve the relationship between them, but also help to ensure the delivery of an
efficient housing management service, with which both WCC and residents are
satisfied.
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15

Summary and conclusions

15.1.1 Overall this review has considered both CWH’s specific performance as a housing
manager, and the broader context of the housing management models available,
particularly within the UK, but also abroad.
15.1.2 The goal of this review was to highlight the successes, and advantages of CWH, as
well as helping WCC to improve performance and generate efficiencies; we have
therefore made a number of recommendations to both CWH and WCC.
15.1.3 Through a document review, benchmarking exercise, financial assessment of the
HRA Business Plan, and interviews, workshops and surveys with key internal and
external stakeholders, we were able to build a detailed analysis of CWH as a housing
manager. Overall we found that CWH delivered a high cost, high quality service. Our
detailed findings can be grouped under four key headings.
15.1.4 Successes


Very high satisfaction ratings - for many measures the best in its peer group of
London ALMOs and local authorities.



Good performance against the majority of KPI targets.



Good reputation with WCC staff.



High internal staff satisfaction.

15.1.5 Areas for improvement


Major works and major works consultation are areas of significant
dissatisfaction.



Complaints handling has been poor. This has been acknowledged by CWH
executive staff who already seeking improvement.



There is a need for CWH to have better alignment with WCC’s strategic
priorities.

15.1.6 Costs


CWH is one of the most expensive (per property) housing organisations
compared with its peers.



We identified a number of reasons for CWH’s relatively high costs and have
concluded that, if CWH’s transformation plans are successfully executed in
line with our recommendations, it can achieve its objective of a 20% reduction
in its core operating cost base, as well as other costs to the HRA that they
have control over, by 2018/19.



We have also identified a number of further measures which we believe could
yield further saving of between 3-5% of current cost base.

15.1.7 Benchmarking against other organisations with high satisfaction but lower costs than
CWH suggests that customer satisfaction ratings can be maintained despite a 20%
reduction in cost. Further cost reduction past 20% of current costs is likely to result in
a trade-off against satisfaction.
15.1.8 Benefits


The HRA has the financial capacity and CWH has the ambition to diversify
their services to generate income for WCC



WCC’s HRA Business Plan is viable and indicates financial strength.
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15.1.9 Our review of housing management models identified a number of trends in housing
management. Two areas of note for WCC were the decline of stock transfers since
2006, particularly since the introduction of HRA self-financing; and the trend,
especially pronounced in London, to bring ALMOs in-house. However, we identified a
number of local authorities that were countering these trends, showing differing
priorities and diversity in approach to achieving value for money in housing
management.
15.1.10
From our research we identified five models for local authority housing
management, which were assessed for their applicability to WCC/CWH:


In-house management: Local authority direct management of council
housing stock. This would represent a significant change for WCC. It is
possible that it may deliver long-term savings, although new costs may offset
these. The cost of bringing the service in-house would make the failure to
deliver savings a serious risk to WCC if it pursued this option.



Thin ALMO: An ALMO focused on only core housing and maintenance
functions. This is the closest option to CWH’s current position and requires no
additional investment from WCC, although there may be opportunity costs.



Fat ALMO: An ALMO that takes on additional services, either from its parent
local authority or commercially. Diversification fits with the HRA’s capacity and
CWH’s ambitions, and could generate additional revenue for WCC. However,
stakeholders expressed a preference for CWH to focus on core housing
management.



Stock transfer: Formed through the transfer of ownership of council stock.
Due to recent HRA refinancing reforms, and the requirement to show value for
money when pursuing stock transfer, this is unlikely to be a viable option for
WCC.



Super ALMO: A ‘shared’ ALMO that manages stock for a number of local
authority areas. The development of a super ALMO may fit with WCC’s
shared services and tri-borough agenda.

15.1.11 From our review of both CWH and of housing management models more generally
we were able to develop a number of recommendations for WCC’s housing
management. These were designed to meet the objectives laid out in the brief and
in WCC strategic documents. Recommendations were made for both CWH and
WCC:
15.1.12 CWH should


Improve major works delivery



Provide better consultation with leaseholders regarding major works



Develop more rigorous complaint and enquiry handling



Ensure formal alignment between the strategic goals of WCC and CWH



Reduce responsive repairs costs (including understanding and addressing the
high volume of repairs)



Review the allocation of housing management costs between tenants and
leaseholders.



Consider how best to deliver IT solutions



Assess the value for money of spend on overhead costs, particularly offices
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Review staff resourcing



Review the efficiency and effectiveness of the services provided through the
TMOs in Westminster



To take more responsibility for the HRA



Be clearer and more transparent in communication with residents and
councillors.

15.1.13 WCC should


Maintain a stronger client awareness, with better oversight and constructive
challenge on performance



Make clear how it prioritises the balance between cost and performance



Periodically review all of the central overheads and other costs that are
recharged to the HRA



Encourage CWH to take more responsibility in its approach to managing the
HRA



Decide whether it wants CWH to pursue a ‘fat’ or a ‘thin’ ALMO approach



Work with CWH to improve major works procurement



Take an active role as part of a CityWest Transformation Working Party.

15.1.14 While CWH already delivers a high quality service, we feel these recommendations
will strengthen CWH as a housing manager, and enable it to deliver better value for
money. Overall, CWH is an excellent housing manager. It has its challenges, but it
also has great potential for both its residents and WCC.

65

Westminster City Council - Review of housing management options

Appendix A – Documents reviewed
CWH documents


City West Homes Draft Strategy 2014-19 (Draft: 4 Feb 2014)



Strategic Priorities Dashboard 2014-15



Staff structure charts



CW stock profile



CityWest Homes Financial Summary Period 5, 2014/15Budgets 2014-15 Draft (4
February 2014)



Satisfaction surveys 2010-2014



Your Say staff surveys 2014



Six Sigma programme



Performance reports sent to WCC



HouseMark reports/data 2012/13



Our strategic plan 2014-2019 (Presentation to Board – Nov 2014)



Better City Links document



Draft Transformation Programme (Dec 2014)



Proposed Social Impact Scorecard (Dec 2014)



Comparison of CWD and Pinnacle staffing numbers (Dec 2014)

WCC documents


Management Agreement 2012-17



Better City, Better Lives Year 2



Housing Renewal Strategy 2010



Westminster Housing Strategy 2007-12



HRA Business Plan and Asset Strategy May 2013



HRA Business plan model



KPIs/performance data



Cabinet reports – HRA Business Plan 2015-16



Westminster’s Investment Strategy



Housing and Property Business Plan 2014-15



Performance report 2013-14 Q4



Discussion paper, housing management and estate services benchmarking
(June 2013)
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Appendix B – Stakeholders interviewed
CWH senior staff/board members interviewed:


Nick Barton, Chief Executive



Philip Jenkins, Asset Development and Property Director



Petros Christen, Director of Strategy and Finance



Jo Bowles, Director of HR and Corporate Communications



Marc Wolman, Business Transformation Director



Andrea Luker, Head of Housing Services



Adam Humphryes, Chair of CWH Board



Ian Adams, board member



Cllr Mukherjee, board member

CWH resident focus group attendees and telephone interviewees:
North AMC


Elsie Hall-Thompson



Susan Lambert



Mary Doherty

West AMC


Grant Halstead



Michael Wills - Lessee

Central AMC


John Figgett – Tenant



Carole Spedding – Lessee

South AMC


Aly Valli

WCC staff interviewees


Community protection – Mick Smith



Economic development – Steve Carr



Adult’s services – Malcolm Rose



Children’s services – James Thomas



Finance – Dick Johnson

WCC members’ focus group invitees


Cllr Jonathan Glanz
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Cllr Ian Adams



Cllr Adam Hug



Cllr Jan Prendergast



Cllr Angela Harvey



Cllr Barbara Arzymanow



Cllr David Harvey

External Stakeholders


Sandra Skeete, Executive Director of Housing, Peabody



Roger O’Sullivan, Pinnacle
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