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Welcome to
our 2016/17
annual report,
I hope you
find it both
informative
and uplifting
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Chair’s statement

Welcome to our 2016/17 annual report.
I hope you find it both informative and
uplifting, reflecting the excellent progress that
SHA has made over the last twelve months.
The year has been busy and, at times,
challenging but, by working together,
the Association’s board and senior
management, supported by external
specialists, have achieved some
fantastic results.

circa £1.3m, improving our overall efficiency
and making our services even better
value for money through effective contract
procurement and management and by
controlling our operational overheads.
Through the Scrutiny Panel and the
recruitment and training of resident estate
inspectors and mystery shoppers, we
continue to support residents to influence
and improve their life chances and wellbeing.

We now have a board composed of
members selected for having the appropriate
skills and experience to run our business;
robust financial and governance controls
in place, and the capacity to deliver better
landlord services and to build more homes
in our local communities.

My sincere thanks to the Association’s
residents, staff, board and our many partners
for their hard work over the past year.
Without this commitment and on-going
support, Spitalfields Housing Association
would not be the unique and vibrant
organisation that it is today.

Our core objective remains to provide quality,
affordable homes for households that need
them from within our local communities.

Syed Hassan Ahmed

During 2016/17 we’re delighted to have
delivered two warm and welcoming
new homes, in Cheverell House, along
with providing a fantastic, multi-purpose
community centre which is now operational.
We’ve also continued to invest in our
properties – your homes – to a value of
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Chief Executive’s
statement

It has been an interesting year for the
Association and all working within the
housing association sector.
We have had the introduction and
piloting of a voluntary extension to the
Right to Buy for housing associations; the
declassification of housing associations as
Public Non-Financial Corporations and the
introduction of corresponding changes to
our regulatory framework with the Homes
and Communities Agency; a change in
government and housing minister and thus
changes in housing policy; and ongoing
changes to the welfare support that many
of our residents are entitled to receive to name just a few.
Despite all this, my team has been a joy to
work with. Their determination to continue
to provide a quality service in a period of
significant change has been inspiring and
they have my heartfelt thanks.
We have had some notable success
including the handover of the community
centre in Vallance Road, the last phase of
our Pedley Street development of 63 homes.
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However, we recognise that there remains
much to do as we continue to review our
services and strive to find more efficient and
effective ways to deliver the services that our
residents want and need.
The support we have had from our resident
representatives has been invaluable. They
have assisted us in keeping our estates
clean, tidy and well maintained; helped with
decisions on the standardisation of materials
and products to be used when we refurbish
our homes; and been party to the selection of
new staff members and contractors.
We look forward to continuing to work
collaboratively with our residents. If you
would like to get involved in one of the
resident forums or become an estate
inspector, please contact our Community
Engagement Team either at our office in
Quaker Street or our lovely new community
centre on Vallance Road.
Sue Philpott

During 2016/17
we’re delighted
to have delivered
two warm and
welcoming new
homes, in Cheverell
House, along with
providing a fantastic,
multi-purpose
community centre
which is now
operational
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Company Secretary’s Finance report
statement
As a Co-operative and Community
Benefit Society, we are required to
prepare financial statements for each
financial year.
The Board has elected to prepare the
financial statements in accordance with
the International Accounting Standards.
The financial statements are required
by law to give a true and fair view of the
state of affairs of the Association.

Another year of strong financial
performance by the Association with a
reported surplus of £1,875k (2016: £2,328k)
delivered by an increase in net rental
income and reduced operating costs.
The increase in turnover is due to a
combination of an additional two housing
units (Cheverell House), full year’s rent from
Pedley Street development and annual
inflation based rent increases in respect
of shared ownership and homeless
person’s units.
Overall, operating expenditure fell 9.3% to
£4,260k (2016: £4,687k).
The reason is two-fold:
•

Tight control of overheads and efficiency
savings across other expenditure areas.

•

Recovery from leaseholders in respect of
planned maintenance.

Gain on property disposals is predominantly
surpluses from stair-casing. Compared to
the last financial year, there were no first
tranche sales as no new developments
were completed this year.
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Income and Expenditure

2017 (£)

2016 (£)

Turnover
Operating expenditure

7,591,307
(4,259,986)

6,869,061
(4,687,233)

Operating Surplus

3,331,321

2,181,828

Operating surplus as a percentage of Turnover
Gain on disposal of property

43.9%
200,244

31.8%
1,705,877

Net Interest Payable

(1,656,440)

(1,521,212)

Surplus for the year

1,875,125

2,366,493

Surplus as a percentage of Turnover (%)

24.7%

34.5%

Financial Position

2017 (£)

2016 (£)

Housing Properties (at cost Net)
Depreciation

113,066,478
(10,794,488)

111,579,684
(10,110,798)

Net Housing Properties

102,271,990

101,468,886

Other Fixed Assets
Creditors
Debt
Cash
Other

4,155,668
(56,971,551)
(36,779,215)
3,833,211
648,876

4,007,458
(56,503,520)
(37,505,710)
3,029,370
642,253

Net Assets

17,158,979

15,138,737

Reserves

17,158,979

15,138,737
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Finance report
Financial Position
The total cost of our investment in housing
properties increased by £1,487k in the year
to £113,066k.
Offsetting the investment in new housing
was a £296k decrease in fixed assets
due to equity sales of our Low Cost Home
Ownership properties and other disposals.

Reserves increased by £2,020k to £17,159k
which taken together with the Social
Housing Grant resulted in gearing of 47.6%.
Cash Flow Statement
The Association retained significant cash
balances throughout the year, protecting the
business from extreme market shocks.

Other fixed assets relate mainly to our
commercial properties. The increase is due
solely to revaluation gain.
Included in creditors is a £53,731k Social
Housing Grant. The reduction in debt is
primarily due to amortisation of grant as
income and repayment of loans. During the
year £724k of loan capital was repaid.

Cash Flow Statement

2017 (£)

2016 (£)

Net cash from operating activities
Investment in properties
Proceeds from property sales
Repayment of loans
Net interest paid
Grants received

3,416,455
(1,699,202)
437,123
(724,721)
(1,649,166)
1,023,348

2,828,376
(2,777,650)
2,346,308
(413,076)
(1,746,632)
0

Cash at the beginning of the year

803,838
3,029,371

237,327
2,792,044

Cash at the end of the year

3,833,209

3,029,371
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Treasury report
The Association is financed by a combination
of revenue reserves, long-term loan facilities
and social housing grant received either
directly from the Government or from
Recycled Capital Grant Fund. The generation
of surpluses from our commercial properties
also contribute to the funding mix.
The Association’s priorities are to ensure
that there is sufficient cash and liquidity
to fund operations in accordance with the
Treasury policy to protect against the impact
of adverse movements in interest rates,
to ensure loan covenants are comfortably
met and to prioritise the preservation of
capital over financial returns when making
investment decisions.
Total borrowings fell 1.93% to £36,779k
(2016: £37,506k) due to capital repayments.
The loans are secured against 337 units.

The majority of the Association’s borrowings
activity is already locked in at fixed rates.
Drawn loans by lender
Santander UK is the main lender to the
Association with loans totalling £19,250k.
The remaining loan debt has been provided
by various banks. The Association is in
the process of refinancing some of the
Santander loans.
Unsecured Properties
The Association has 362 housing units that
are unsecured of which 20 units are shared
ownership. These properties would enable
a £37m loan to be potentially secured as
security for our development programme.

Dexia 19%

Tridos Bank 26%

Unsecured
Properties

Orchardbrook 4%

Santander UK 51%
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Resident
engagement

Scrutiny Panel
Chair’s statement

It has been an exciting year for the
residents’ engagement team with the
handover of our first community centre.
We have spent a lot of time and energy
ensuring that the centre will be equipped to
provide a comprehensive range of activities
that our residents have requested.

We have been working closely with SHA
management to improve the services it
provides to the residents by reviewing
various services over the years. We have
completed the communication review in
2016/17 and the management has accepted
the recommendation.

We can only do this by working in
partnership with other not-for-profit,
community based organisations, pooling
resources and expertise; and this includes
collaborating with the Vallance Community
Sports Association to deliver youth club
sessions on a weekly basis - the foundation
for our youth engagement initiative. Our
ongoing range of women’s activities has
seen over 100 female residents engaging in
various activities including gardening and
tea clubs. These activities help improve the
participants’ health and wellbeing including
preventing social isolation.

As a result the association is in the process
of rolling out a Customer Engagement
and Communication Strategy in 2017/18.
We are happy that the Association
has started implementing some of the
recommendations already and others are
in the pipeline. As a group we have started
reviewing how we are communicating with
residents and a fresh recruitment campaign
has been planned. We believe that with
newer members we can make a better
contribution in our future service reviews.
Abul Leis

Our investment in the community:

£7,498

Residents Involvement including Residents Association, forums & groups

£2,105

Health and wellbeing

£7,761

Recreational activities including trips and fund days

£14,430

Community Centre resource

£790

Training and incentives

£32,584

Total Investment
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Development:
The community centre

A new community centre was handed
over to the Association in the summer
of 2016. We have been busy working in
partnership over the last few months with
various groups including residents and the
Vallance Community Sports Association
to ensure that the centre is fully equipped
and serviced to meet the various local
communities’ requirements, whether that
be a private party, a tea and cake session
for local women, an after school club or
evening youth activities.

In addition, we have obtained planning
permission to redevelop the car park in
Vallance Road to produce five quality
new homes and a gardening hub with
small allotments. The initial ground work
is well underway and the final designs
will be completed over the summer with
construction expected to start late 2017.
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Core performance
Overall core performance for the year has
been strong. At the end of March 2017, we
had recovered from Housing Benefit a total of
£25k in backdated payments which assisted
in maintaining rent arrears below target at
4.7% - a good result given the impact on a
number of our residents’ incomes from the
recent welfare reforms.

were completed within target time compared
with the year’s target of 97%; and 96% of all
reactive repairs were completed on the first
visit - well above the target of 75%.
This means that for these service areas,
performance has continued to improve
year on year:

The average turnaround of our empty (void)
homes at 16 days significantly exceeded the
target of 28 days; 99% of responsive repairs

KPIs

2016/17
Target

2016/17

2015/16

2014/15

Rent arrears
Average re-let (void days)
Repairs completed within target
% repairs completed - first time fix

5%
28
97%
75%

4.7%
16
99%
96%

5%
17
99%
76%

5.6%
19
99%
60%

In addition, our two cleaning contractors
are performing well, with the feedback
from residents and their estate inspectors
indicating that the cleaning and estate
management services have significantly
improved over the year.

performance of 98% compared to the year’s
target of 100%. We take the safety of our
residents very seriously. The contractor’s
performance is being closely managed and
since the beginning of 2017, has improved.

However, despite this good performance,
over the earlier part of the year we
experienced issues with our gas servicing
contractor which led to an outturn
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Value for money
Value for money underpins the Association’s
corporate strategy with specific targets to
achieve sustained on-going improvements.
Spitalfields’ three key strategic priorities
are to improve our core services and our
residents’ satisfaction with these and to
continue to develop more homes for our
local communities.

The year to 31 March 2017 has been another
financially strong year for Spitalfields.
We ended the year with an operating surplus
of £3.3 million (43.9% operating margin) and
a net surplus after interest and asset sales
of £1.9 million (24.7% net margin). We feel
that our value for money focus can be seen
by the growth in our operating surplus per
unit and the improvement in the services we
have delivered to our residents.

Overall operational efficiency

These surpluses are a result of tight financial
management and controls, a proactive
approach to risk management and a
constant focus on value for money to ensure
that the quality of our service is not adversely
impacted as a result of spending less in
some areas. We are an exempt charity and
every penny of our surplus is reinvested
into the business to improve services to our
residents, reinvest in our stock or build new
homes for people in need.

We believe that value for money is more than
just how we spend. It is about where and
how we spend our money, and what we get
back in return. It is about ensuring that we
can provide the highest possible standards
of service to our customers, whilst making
sure that we are open and transparent
in everything we do. During the year we
entered into some strategic partnerships to
ensure joint procurement and reviewed our
commercial properties rents, aligning them
close to target rent in the locality.
Operating Surplus £(k)
2012
2013

1,508
1,826

2014

2,020

2015

2,035

2016
2017

2,182
3,340
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How do we compare with other small HA’s operating in London?
Key VFM
Performance
Indicator

Spitalfields HA

All London based
HA’s with less than
1000 homes
- median

All London based
HA’s with less than
1000 homes upper quartile

% void loss

0.2

0.75

0.23

Average re-let time

16

22

15

Average days lost
to sickness

1.3

5.3

2

Current tenant
arrears

4.7

4.5

3.7

114.66

97.29

88

71.5

Weekly operating
cost per unit

96.95

Operating cost as
% of turnover

56

Average weekly
management
cost per dwelling

17.26

24.41

14.5

Gearing

47.5

33.6

51.88

Interest Cover *1

2.01

4.02

8.78

% repairs completed
on time

99.7

95.3

99

Overhead cost as
% of turnover *2

17.12

16.48

15.44

Voids work spend per
property per week

1.52

2.15

1.45

102 Operating Margin

43.9

21.64

34.46

EBITDA MRI (% of
interest) *3

252

301

855

Return on Capital
Employed

3.9

3.2

5.2
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Value for money
In most value for money (VFM) performance
areas, our performance compared with
other small housing associations operating
within London is good being at least within
the top 50%; with performance in the top
quartile in 6 areas.
A key area for us to focus on in the coming
year is the level of current tenant rent
arrears. At 4.7% this level of arrears remains
below the median and thus the recent year
on year improvements need to continue to
ensure that we move up the performance
ladder over 2017/18.
For the financial ratios, this must be seen
in context. We have and will continue to
develop new homes to assist with the ever
growing demands for quality, affordable
homes. In doing so, we are using our asset
base to lever in additional finances and this,
in turn, impacts on our financial ratios:

*2 Compared to SHA’s budget, the ratio
of 17.12 is an improvement; a saving of
£22k was achieved.
*3 This ratio is linked to the interest cover.
EBITA (Earnings before Interest, Tax,
Depreciation and Amortisation) is used
to assess an organisation’s financial
durability. It examines whether an
entity is profitable enough to pay off its
interest expense. Again compared to
other smaller organisations that are not
developing the ratio is low. However,
the ratio is a good indication that SHA
in fact, has enough operating surplus
to meet its interest obligation 2.5 times
over the required covenant.

*Notes
*1 Interest cover ratio is used to determine
how easily an organisation can pay
interest expense on its outstanding
debts. SHA’s ratio of 2.01 seems low
compared to other small organisations,
however, this needs to be put in the
proper context. Most of these small
organisations are not developing and
therefore have no loans. Compared to
SHA’s loan covenant of 1.1, the interest
cover achieved at the end of the year is
extremely good; 100% better than the
loan covenant.
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Working
with our
partners to
deliver value
for money
for all our
residents
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Working with others
In August 2016 Spitalfields HA signed
up to exploring opportunities to work
collaboratively with other black and minority
ethnic (BME) HA’s within London. Members
of this group range in size from 185 to 1,500
homes with many also providing specialist
management services to other mainstream
Housing Associations.
The aim of this collaboration has been
threefold:
•

Achieve financial savings and deliver
enhanced value for money for residents,
communities and organisations.

•

Share best practice amongst the group
and thereby increase productivity of staff
and organisation as a whole.

•

Provide opportunities for residents to
access services, such as employment
support, that organisations would not
otherwise be able to deliver alone due
to high upfront cost and risk.

The BME London Group has identified
three areas for collaboration to achieve
the objectives listed above:
•
•
•

Joint Procurement
Employment
Learning and Development

The group and Spitalfields HA within it, is
now beginning to deliver these projects and
realise value for money.
For the joint procurement, the group has
identified two projects; utilities and legal

services. The utilities procurement for
electricity and gas is expected to yield
savings in the region of 5% - 10%, however,
it is still early days for the savings to be
quantified. As the current energy contracts
for members come up for renewal and
more organisations purchase utilities
together, the collective buying power will
increase and thereby the group will be able
to achieve further savings.
The group has joined a legal consortium,
called Housing Association Legal Alliance
(HALA). Whilst this has had an upfront
annual membership cost that has already
been borne, HALA is likely to achieve
savings on legal fees of up to 30% and a
potential of more fixed fee work which will
provide more certainty for budgeting.
Furthermore, the consortium offers training
sessions as part of the membership,
and these sessions have begun to reap
benefits by upskilling staff on legal matters
and keeping them up to date with any
legal changes.
As part of Learning and Development, the
group has carried out three staff training
sessions in 2016/2017. These training
sessions have been on Data Protection,
Welfare Reform and Fire Risk Assessments.
The group has achieved total savings of
about £10,000 as a result of receiving
training as a group ‘in house’, rather than
as individuals attending a training course.
Staff knowledge has increased as a result
of the training and this is having an ongoing
positive impact on productivity.
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Achievements
Savings of 9.3% (£203k)
A reduction in budgeted planned maintenance costs of
13% (£84k) via competitive tendering
Rent arrears reduced by 24.8% (£87.5k)
Savings of 8.4% (£14k) on communication through greater use of
estate notice boards, email and the website
Reduction in void loss of 61% (£17.5k)

Operational Achievements

2% improvement in
repair appointments
being kept
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20% improvement
in the number of
responsive repairs
completed on first visit

The average time
to re-let an empty
home improved by
1 day to 16 days

Total invested in our homes and estates: £1.3m
30 new gas boilers

Cyclical redecoration of 71 homes
6 blocks with new entrance doors and enhanced security
Improvement works to communal car parking areas, bike
storage facilities, paving, lighting and fencing

What’s next?
Our aim is to continue to embed value
for money into everything we do.
This will include:
•

Supporting residents through Welfare
Reform and Universal Credit whilst
continuing to protect our income stream.

•

Jointly procuring key contracts with
partners within the BME London Group
to achieve excellent services through
cost efficiency.

•

Continuing to look at other ways to
keep our costs down.

•

Further reviewing the way we engage
with our residents, including improving
access to our services through technology.

•

Ensuring that our treasury management
remains robust.

We will continue to work collaboratively
within the BME London Group, encouraging
our residents to participate in the group’s
employment programme to provide
personalised support, guidance and
opportunities; and actively support our
staff to take up the opportunities provided
within the group’s mentoring and leadership
programmes.
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We look forward to
continuing to work
collaboratively
with our residents
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