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INTRODUCTION 
 

1. Luminus is a housing association in eastern England, focused on providing homes, 
employment and property services, and building sustainable communities.  It has a 
net turnover of £68.3m (2016-17) and total net assets of £183.3m (2016-17).   
 

2. Under the Homes & Communities Agency’s (HCA) regulatory framework, Luminus is 
required to publish a self-assessment of how it is achieving value for money in 
delivering both its purpose and its objectives. 

 

 
THE BUSINESS ENVIRONMENT IN 2017 

 
3. Arising from an in-depth assessment in January 2017, the HCA downgraded 

Luminus Group’s governance rating to G3, due to concerns about the servicing of 
domestic gas boilers, and weaknesses in its governance arrangements.  Luminus 
has made a Voluntary Undertaking to the HCA to address the various concerns 
raised, and good progress has been made in strengthening internal controls, 
particularly through the appointment of three new board members with sector-specific 
skills, and a new interim chief executive officer. 
 

4. In light of the failure to ensure statutory compliance in relation to gas servicing, an 
external review was conducted by Altair.  The audit identified non-compliance with 
numerous elements of cyclical servicing in relation to health and safety.  An action 
plan to address the report’s findings has been implemented, and it is anticipated that 
compliance will be achieved by 30 September 2017. 
 

5. However, this will be achieved at a cost of approximately £2m that had not 
previously been budgeted for.  Whilst Luminus has sufficient cash for day-to-day 
operational activities, it has become clear that new resources are now required to 
address this additional expense.   
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6. As this self-assessment will demonstrate, Luminus is a very “lean” organisation, and 

has some of the lowest Costs Per Unit in the sector1.  Redundancy programmes 
have been instigated to cut costs further during 2016-17, and at the end of the 
financial year there were 40 fewer staff than at year end 2015-162. 
 

7. It has been absolutely necessary for Luminus to drive down operational costs over 
the past few years, as a result of the unexpected rent reduction of 1% during each 
year of 2016-2020, but particularly as a consequence of its significant loans with both 
Canada Life and Nationwide, which are fixed for long periods and at high rates of 
interest. Luminus’ debt per unit is currently £40,785, while the peer group 
average is £15,2153.   
 

8. Also, Luminus’ investment partner, Almaren, has made significant losses.  As a 
result, the Board has agreed to make a provision in the financial accounts for 2016-
17 for the full amount of the investment (£47.6m).  Although as much of the 
investment as possible will be recovered from Almaren, the Board rightly took the 
most prudent course of action. 
 

9. This situation has been deemed unsustainable.  Due to Luminus’ limited financial and 
human resources, and coupled with the hostile external operating environment which 
continues to present significant challenges, the Board, in consultation with the HCA, 
has agreed that merger is the best way forward for Luminus Group, and a preferred 
partner is currently being sought to help manage borrowing, and to provide 
additional, much-needed resources. 
 

10. This self-assessment outlines Luminus’ progress in attempting to achieve efficiencies 
during 2016-17, to ensure that we continue to focus on the drive for value for money, 
and to counteract the various matters outlined above, but also to safeguard the 
delivery of key services to its residents and stakeholders. 

 

 
GOVERNANCE:  OVERSIGHT OF THE VALUE FOR MONEY STRATEGY  
 

11. Taking its lead from Luminus Group’s Business Plan, the VfM Strategy 2014-17 
emphasises six key strands of activity to establish and maintain: 
 

i. a reliable and comprehensive baseline for benchmarking all 
activities and business operations; 

ii. a robust methodology for determining appropriate investment 
decisions across the business; 

iii. accurate and transparent measurement of return on investment 
for assets; 

iv. prioritised and measured programme to review and improve the 
efficiency and effectiveness of services, functions and activities; 

                                                            
1 Sector Scorecard results and HCA cost analysis, 2017 
2 Full time equivalents, Luminus Group annual accounts 2016‐17 
3 Peer group – National LSVTs with a stock size 2,500 to 10,000 
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v. knowledge and enhancement of the company’s capacity to 
change and improve; 

vi. transparent and accessible reporting of VfM activities and results 
to a range of stake holders. 

 
 

12. Progress on each of these activities is routinely reported to the Board in the 
Executive Director (Operations)’s Operational Management report, and managed 
operationally within Luminus’ Corporate Plan, which is also reviewed at each Board 
meeting to determine whether the projects that form the Plan represent value for 
money to the business.  The Board reviews revised key performance indicators 
focussing on the cost of frontline services, thus enhancing the internal framework for 
budgetary control.   
 

 

VFM:  THE GOLDEN THREAD OF THE BUSINESS PLAN 
 

13. To ensure value for money activities remain aligned with the delivery of the 
company’s Mission, Values and Goals, their direction will always be informed by the 
Business Plan objectives.  These objectives were reviewed and updated by the 
Board in July 2017, following the HCA in-depth assessment, the resignation of the 
former chief executive, the agreement of the Voluntary Undertaking with the HCA, 
and the decision to merge with another housing organisation.  Three key business 
objectives were retained, which were deemed to be integral to the future success of 
Luminus.  The table below outlines how success can be measured against each 
objective: 
 

Business Plan Objective Value for Money Outcomes 

Be a significant, 
sustainable, social and 
commercial business 

I. Healthy operating margin 
II. Low costs per unit 

III. Strong programme of new development 
IV. Adequate return on investments 

Enable every employee to 
fulfil their potential 

I. Good levels of staff satisfaction 
II. Low staff turnover 

III. Low levels of sickness absence 

Give our customers 
outstanding services 

I. Good levels of customer satisfaction 
II. Fewer vacant and available properties 

 
 
 
REDUCING COSTS WHILE MAINTAINING A SATISFACTORY LEVEL OF 
PERFORMANCE 
 

14. The starting point for all specific VfM-related activities at Luminus is the detailed 
analysis of costs and performance, benchmarked against its peers.   
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15. The HCA’s analysis of cost variation across the sector, in “Delivering better value for 
money: understanding differences in unit costs”, has been significant in revealing that 
private registered providers have achieved real term reductions in headlines and 
social housing costs per unit over the past five years, while stating that the sector 
should deliver an operating efficiency step change over the next few years. 

 
16. Equally significant, the HCA analysis shows that Luminus’ cost per unit across 

five key expenditure categories is in each case in the lowest quartile.  This 
reflects the Board’s and Executive’s programme of Value for Money initiatives during 
the preceding six years, to mitigate the effects of Luminus’ debt funding. 
 

17. The predicament for Luminus during 2016-17 has been how it can feasibly cut 
more costs without harming performance, service delivery and levels of 
customer satisfaction.  It is notable that two of the key themes of merger have been 
in relation to lack of current capacity, and the provision of future resources.  
 

18. By placing significant focus on the financial imperative of making cost savings and 
efficiency gains, ultimately situations where Luminus has been non-compliant in 
relation to key statutory obligations were allowed to develop and weren’t identified 
until the position became detrimental and hazardous.  

 

 

Table 1: HCA Unit Cost Analysis 
 

 

Headline 
social 

housing 
costs 

CPU (£K) 

Management 
CPU (£K) 

Service 
Charge 

CPU 
(£K) 

Maintenance 
CPU (£K) 

Major 
repairs 

CPU 
(£K) 

Other 
social 

housing 
costs CPU 

(£K) 

Luminus 2.24 0.61 0.42 0.70 0.47 0.05 

Sector 
level data 

 

Upper 
quartile 

4.36 1.32 0.60 1.18 1.08 0.45 

Median 3.57 1.02 0.36 0.97 0.80 0.21 

Lower 
quartile 

3.11 0.74 0.24 0.78 0.54 0.08 

 
19. While the data provided in the HCA regression analysis was extremely helpful, we 

drilled down further on the key Costs per Unit (CPU) information.   
 

20. To augment the data we already had, we used software from HouseMark that 
allowed us to easily compare our costs against similar housing providers, using the 
Global Accounts 2015-16 data, via an interactive “storyboard”.  This provided us with 
a more significant source of comparative data.  Our chosen peer group was: 
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 Large Scale Voluntary Transfer (LSVT) organisations; 
 Based in the East of England and East Midlands; 
 Older than seven years. 

 
21. Having undertaken a detailed analysis, it is notable that Luminus’ CPU are 

significantly lower than similar organisations: 
 
 
Table 2:  HCA Unit Cost Analysis – peer group 

 

 Headline 
social 

housing 
costs CPU 

(£K) 

Maintenance 
CPU (£K) 

Major repairs 
CPU (£K) 

Management 
CPU (£K) 

Upper quartile 3.48 1.15 1.10 1.19 
Median4 3.33 0.94 0.90 0.94 
Lower quartile 2.88 0.75 0.60 0.69 
Luminus 2.24 0.70 0.47 0.61 

 

 
22. In March 2017, Luminus joined the pilot of the Sector Scorecard.  We were very keen 

to become involved in this important initiative from the outset.  The Sector Scorecard 
is the name for a set of fifteen indicators that have been proposed to be used to 
benchmark efficiency across the sector.  Over 320 organisations have submitted data 
to the pilot exercise.  The key results, and some contextual information, for the 
financial year ending 31 March 2017 data is as follows: 

 
 
Table 3:  Sector Scorecard results 2016-17 

 

Sector Scorecard 
Indicator 

Sample 
size 

Upper 
quart. 

Median 
Lower 
quart. 

Luminus’ 
result 

Quartile 

Operating margin 191 36% 31% 24% 18% 

The net profit of Luminus Group was significantly affected by the exceptional impairment of £3.1m on 
Joseph Rank House 2, Harlow, and losses made on property sales at Furze in East London. 

Operating margin 
(social housing lettings) 

171 37% 32% 26% 43% 
 

The high operating margin in relation to social housing lettings is a consequence of low costs per unit 
(see other indicators below).  This means that Luminus yielded a significant profit, before outgoings of 
interest and loan repayments were applied. 

                                                            
4 Selected peer group:  Acis Group, Aragon HA, B3 Living, Boston Mayflower, bpha, Chelmer Housing 
Partnership, Cross Keys Homes, Dales Housing, Flagship Housing, Freebridge Community Housing, Futures 
Homescape, Greenfields Community HA, New Linx Housing Trust, North Herts Homes, Rochford HA, Roddons 
HA, Saffron Housing Trust, Seven Locks Housing, South Northants Homes, Spire Homes, Thrive Homes, Victory 
Housing, Watford Community Housing, Wellingborough Homes, Wherry HA. 
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Table 5:  Expenditure on frontline services during 2014-17 
 

Service area 
Total costs % annual 

change 2014-15 2015-16 2016-17 
Response repairs & void 
works 

£4,864,000 £4,109,000 £4,323,000 +5% 

Major works & cyclical 
maintenance 

£2,211,000 £2,465,000 £2,246,000 -9% 

Rent arrears & collection £407,523 £414,255 £414,296 no change 
Lettings £188,218 £163,254 £164,939 +1% 
Antisocial behaviour £251,482 £309,236 £291,791 -6% 
Tenancy management £572,439 £689,622 £600,690 -13% 
Estates management £4,401,827 £4,107,544 £4,404,153 +7% 
Resident involvement £48,057 £20,762 £17,066 -18% 
TOTAL £12,944,546 £12,278,673 £12,461,934 +1% 

 

30. Frontline staff costs rose by 1% in 2016-17, though they are still below the level of 
costs incurred during 2014-15, despite inflation.  It is appropriate to note that a 
special report by Social Housing magazine in its January 2017 edition on employees’ 
pay and staff costs included comparative data, from which it was possible to 
calculate that Luminus had reduced average staff pay by 12.8% (up by 2.5% 
overall for LSVTs), and had reduced staff costs overall by 1.9% (up by 4.0% for 
LSVTs). 
 

31. In relation to the variation in costs, there were some notable examples of efficiencies 
and cost savings at Luminus during 2016-17: 

 
 
Table 6: Cost savings 2016-17 
 

Service area Saving 

Staff costs – wages and salaries £257k 

Cost reduction in facilities management (including 
telephony, IT and office repairs) 

£292k 

Merger of Maintenance Administration, Corporate 
Administration, Works Planning & Service Centre teams 

£132k p.a. 

Increasing the rate of responsive repairs “first time fixes” to 
82% 

£75k 

 
 

32. Luminus is a particularly lean organisation, with a deeply embedded culture of 
making cost savings, due to the particular circumstances outlined earlier in the self-
assessment (paras 6-10).  Previous examples of the past few years include cutting 
down on broken appointments by calling ahead (£50k p.a.), purchasing 
arrangements with Procurement for Housing (£240k p.a.), and bringing grounds 
maintenance and cleaning services in house via Hope Social Enterprise (£120k p.a.). 
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33. More recently in 2017, we have looked at ways of making efficiency savings in 
relation to time and resources, as well as by simply cutting costs.  Coaching sessions 
for staff have been reduced, as have the frequency of staff conferences and whole 
management training meetings.   
 

34. It is prudent to consider whether Luminus’ performance suffered during 2016-17 as a 
consequence of continued cost savings, as it is vital that we demonstrate 
competitiveness in term of cost and productivity with regard to the sector peer group.  

 

 

Table 7: Key Performance Indicators  
 

Key performance indicators at year 
end 
 

Luminus  Median 
sector 

average62014-15 2015-16 2016-17 

SAP rating 71.5 71.7 73.1 71.0 
“First time fix” repairs 76% 80% 82% 93% 
Repairs appointments kept 96% 96% 92% 98% 
Rent collected 98.7% 99.5% 101.5% 99.8% 
Current tenant arrears 2.37% 2.33% 2.78% 2.52% 
Vacant and available dwellings 0.5% 0.4% 0.9% 0.7% 
Vacant and unavailable dwellings 0.6% 0.4% 0.5% 0.5% 
Average re-let time 61 days 22 days 29 days 29 days 

 

35. Performance during 2016-17 was varied.  Targets were achieved on the average 
SAP rating of homes, the Decent Homes Standard was maintained in all homes, and 
rent lost through empty homes was less than the stipulated threshold. Targets were 
not achieved on vacant dwellings, operational relet periods, appointments made and 
kept and repairs completed right first time, and rent arrears.  Slippage here is largely 
associated with the preparations for the implementation of QL, Luminus’ new housing 
management system, and the roll out in January 2017 which resulted in significant 
disruption to normal operations and routines.  The bedding-in phase took longer than 
expected, thus delaying the start of phase 2 of the roll-out. 

 
36. The diagram overleaf shows how each £1 spent at Luminus is accounted for.  It is 

important that we set out the absolute costs of delivering specific services, both in the 
interests of transparency and accountability, and also to help us analyse whether the 
ratio of spend is commensurate with key business plan objectives.  The ratio of 
spend during 2016-17 was largely consistent with the previous financial year. 

 
 
 
 
 
 
 

                                                            
6 Median sector average based on data submitted by 393 RSLs to HouseMark, and published in 2017. 
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Table 8:  Accounting for Expenditure 
 

 
 

37. While cost-based information is critical, it is equally as important to collect customer 
satisfaction data, to analyse whether there has been a perceived slippage in the 
quality of services offered to tenants.   
 

38. A full customer opinion survey was conducted during November 2016, and 1,425 
responses were received which represented a decent response rate of 20%.  The 
survey included six core questions, the results of which were compared with 
Luminus’ peer group via HouseMark.  There was a notable decrease in satisfaction 
levels since 2013 when the previous survey was carried out.  For six of the core 
questions, Luminus scored lower than the 2016 HouseMark median.   
 

 

Table 9: Customer Satisfaction Performance Indicators 
 

Customer satisfaction performance 
indicators 
(overall satisfaction) 

Luminus 
(2013) 

Luminus 
(2016) 

% 
change 
since 
2013 

Peer 
group 

average
7 

Overall service 92% 86% -6% 89% 

                                                            
7 Peer group average based on data submitted by 79 similar Registered Providers to HouseMark, and published 
in 2017. 
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Overall quality of home 88% 84% -4% 87% 
Neighbourhood as a place to live 89% 87% -2% 88% 
Rent provides value for money 87% 84% -3% 85% 
Repairs and maintenance 86% 77% -9% 84% 
Listening to views and acting upon them 76% 67% -9% 74% 

 

 
39. The decrease in satisfaction levels could be attributed to several factors, particularly 

the more robust way in which Luminus seeks to manage customer expectations of 
the type of service available.  More significantly, budgets and services have been 
realigned due to the 1% rent reduction over four years, and the pressure of the cost 
of servicing Luminus’ sizeable loans.   
 

40. The drop in overall satisfaction levels is being addressed by the development of an 
action plan.  The action plan will include staff training in relation to standards of 
customer service, and managing customer expectations following the change in the 
operating environment.  The benefits of merger in terms of improved satisfaction 
among residents for better-resourced services cannot be underestimated.  It is 
anticipated that QL, and the utilisation of the contact function to establish an audit 
trail and ensure swift correspondence, should help staff with this.  The survey will be 
repeated in 2019 to check satisfaction levels, which will help to track and address 
specific areas of concern. 
 

 

AN EFFECTIVE ACTION PLAN TO DEAL WITH GOVERNMENT POLICY 
 

41. Work to improve the efficiency of the business and reduce costs to mitigate the 
impact of the reduction of rent income continued during 2016-17, albeit continuing to 
present operational challenges.  The Board has monitored these activities through 
ongoing review of an associated Action Plan that included ceasing discretionary 
services such as redecoration and gardening services for older people (savings of 
£109k), and the withdrawal of a community transport service (saving of £10k). 
 

42. Luminus has worked to mitigate against significant changes to the welfare benefits 
system, and the stable position on rent arrears is maintained through the 
reorganisation of its revenues team and new approaches to income maximisation.  
Although the Spare Room Subsidy has not had a major impact to date, the 
accelerated roll-out of Universal Credit in 2018 will increase arrears significantly.  A 
campaign, directed at affected residents during 2018, is intended to help them 
through the change, and contain the rise in rent arrears. 

 
43. The table below highlights Luminus Group’s performance on current tenant rent 

arrears (net of housing benefit) over the last three financial years, as well as the 
target set for 2017-18, and this reveals a slippage of performance against the 2016-
17 target.  With the implementation in early 2017 of QL, Luminus new housing 
management system, performance will be enhanced further in monitoring all arrears 
at low-, as well as the medium- and high-level cases.   
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Table 10: Rent arrears performance 
 

Luminus 
Homes 

2014-15 2015-16 2016-17 2017-18 
Target Actual Target Actual Target Actual Target 
2.20% 2.37% 2.35% 2.33% 2.30% 2.78% 2.30% 

 

 

LUMINUS’ ASSET MANAGEMENT & DEVELOPMENT STRATEGIES 
 

44. Having achieved the Decent Homes Standard (DHS) in 2010, and against the 
background of the HCA value for money agenda, Luminus’ Asset Management 
Strategy underwent a thorough review to ensure it is fit for purpose.  The Strategy 
2016-21 describes our approach to investment in our core business assets: the 
housing stock and the estates and neighbourhoods in which it is situated.  It creates 
a framework within which Luminus seeks to maximise the return on investment of its 
housing.  Decisions on whether to continue to invest in a property through repairs 
and maintenance activity, or whether an alternative use is found, or it is disposed, are 
governed by a rigorous decision-making process. 
 

45. Each property within the housing stock is to achieve a minimum return on investment 
as determined by the Board.  For the financial years 2015-17, our 30-year plan 
determined that a 6% return on investment on all tenures within the property portfolio 
is adequate to meet needs with regard to financial viability.  Stock condition 
information assembled by our in-house team was supplemented in 2015 by a 
comprehensive survey undertaken independently by Savills, a market-leading 
surveying firm, to create a detailed assessment covering a 10% sample of the 
housing stock.  The overall assessment of the stock is that it is in good condition, 
having benefitted from a substantial investment programme over the last 17 years. 
 

46. A significant investment of £43m will be required during the next four years to 
ensure that our homes are in a good state of repair and within the DHS.  This 
information has been shared with those organisations who are currently being 
considered under the merger partner selection process. 
 

47. Between 2018-23, Luminus aspires, with the direct assistance of the merger 
partner, to develop 200 new homes per year.  This aspiration has been welcomed 
enthusiastically by Huntingdonshire District Council, who are extremely willing to help 
facilitate this level of development within the area.  Investment in new homes is one 
of the key criteria for the proposed merger, and one which we anticipate will be met 
by whoever is selected. 

 
 
TARGETS 
 

48. For 2016-17, Luminus met its target of being placed in the lowest quartile in the 
sector and in our selected peer group for Costs per Unit (CPU) for the following 
five measures: 
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 Social housing CPU 
 Management CPU 
 Maintenance CPU 
 Major repairs CPU 
 Other social housing CPU 

 
49. While the shape of Luminus in the future is uncertain, due to ongoing merger 

proposals at the time of preparation of this self-assessment, it is likely that it will 
strive to maintain this position.  
 

50. As this self-assessment shows, value for money and efficiency savings have been 
used to service Luminus’ considerable debt, and to keep operational services afloat 
in challenging times, rather than to develop new and improved services to tenants. 
 

51. Targets of key performance indicators for year-end 2017-18 are as follows: 
 

 

Table 11: Key Performance Indicators 
 

KPI 
2016-17 

performance 
Median 
sector 

average8 

2017-18 
target 

SAP rating 73.1 71.0 73 
“First time fix” repairs 82% 93% 95% 
Repairs appointments kept 92% 98% 98% 
Rent collected 101.5% 99.8% 100.1% 
Current tenant arrears 2.78% 2.52% 2.30% 
Vacant and available dwellings 0.9% 0.7% 0.5% 
Vacant and unavailable dwellings 0.5% 0.5% 0.5% 
Average re-let time 29 days 29 days 19 days 
Satisfaction with overall repairs service 77% 84% 88% 

 
 

52. Outcomes of any merger are as yet unknown, but Luminus has set the following 
targets, and it can be reasonably predicted that: 
 

a. a new business plan and strategy will be agreed that ensures that existing 
homes continue to be maintained to a satisfactory standard; 

b. financial headroom will be created to alleviate the current debt burden; 
c. there will be greater capacity for development activities in Cambridgeshire 
d. additional resources will be made available to address the personnel deficit at 

Luminus; 
e. new ways of working will be introduced to ensure that efficiencies of scale are 

realised. 
 

                                                            
8 Median sector average based on data submitted by 228 RSLs to HouseMark, and published in 2016. 
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CONCLUSION 
 

53. One of the eight key questions asked by the regulator in forming its judgement of 
Registered Providers’ performance is: 

 
“Does the organisation demonstrate how it achieves value for money 
in meeting its strategic objectives?”   

 
54. This self-assessment demonstrates that Luminus is: 

 
 benchmarking costs and performance with its peers, and analysing outputs to 

address areas of concern 
 maintaining a satisfactory budgetary control framework 
 demonstrating tangible efficiencies and savings 
 delivering on an action plan by 30 September 2017 to address non-

compliance with elements of cyclical servicing in relation to health and safety, 
so that residents’ safety is assured. 

 setting testing, realistic, VfM targets 
 improving its approach to investment decisions on housing stock, through a 

comprehensively revised Asset Management Strategy 
 aspiring to build affordable homes within managed risk parameters. 

 
55. This self-assessment also establishes that maintaining a lean organisation while 

servicing a substantial debt burden has had a detrimental effect on levels of 
customer satisfaction and operational performance within Luminus.  It is hoped that 
the positive outcomes of merger for the organisation ensure that this imbalance is 
corrected, and that Luminus’ three new business objectives can be met successfully. 
 

 
 

 


