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CFO Summary
Sarah Smith, Chief Financial Officer
31 May 2022

The future: prudent financial strategy
in an uncertain economy

2021/22: resilient
performance and financial
results in tough conditions

As consumer inflation gathers pace, we’re keenly
aware of challenges to residents’ budgets. Our
Financial Inclusion team continues its excellent
proactive work and we’ve set aside further funds
to support residents where required. Even so it’s
clear next year’s rent decision will need careful
judgements. We’ve modelled scenarios and
mitigations where rents rise at less than CPI+1%,
but it’s too early for our Board to decide.

We retained our G1 & V1 regulatory
judgements and stable Moody’s A3
credit rating.

We delivered operating surplus ahead
of previous expectations, in part
because we adjusted fire safety spend
following Government’s welcome
Proportionality in Building Safety
announcements.

We’re mitigating, wherever possible, any inflation
that could impact residents. We’ve updated our fire
safety expenditure, keeping more costs ourselves
that we felt were unfair to share. We’re updating fire
safety spend estimates using Government’s new
Fire Risk Appraisal Standard (PAS 9980) which may
reduce costs. We’re collaborating with Government
and others on value-for-money decarbonisation
solutions to achieve Net Zero by 2050.

Empty homes and arrears were broadly
in line with expectations, showing the
value of our customer engagement
and financial inclusion work, although
the student market proved particularly
challenging in the first half of the year.
Disruption in the building sector held
back delivery of new homes but we
still achieved over 80% of our targeted
starts and completions.

We’ve chosen, for the time being, to reduce
development activity. We’ll review this again as the
economic outlook becomes clearer.

We were agile in our funding, accessing
capital markets last summer ahead of
market volatility. We refinanced Bank
of England Covid Corporate Financing
Facility utilisation by completing our
deferred bond sale in the spring. We
restructured derivatives to reduce our
mark-to-market exposure.

Proposed merger: future-proofing
our capacity for delivering charitable
activities

In March we announced a potential merger with
Southern Housing Group to create one of the UK’s
largest Housing Associations with 77,000 homes,
giving us more resilience to withstand future
pressures.

Our ESG commitment was again
confirmed with SHIFT Gold status for
the fourth year running and we were
London Energy Efficiency Awards
Housing Association of the year.
Our colleagues’ dedication and effort
won us the Inclusive Employers Silver
accreditation.

We’ve begun due diligence and the process for
designate board and executive team appointments
is underway, with announcements expected in the
coming months.
The merger is subject to due diligence, formal
board approval and consents including from
lenders and others.
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2021/22 at a glance
Moody’s Rating

Regulator Judgements

A3 (stable)

G1/V1

Sustainable Housing
for Tomorrow

Gold

2020/21: 

Gold

Homes owned
or managed

43,031

2020/21:

42,599

Total
turnover

£338m

Properties EPC
C or better

People supported
into jobs & training

72.5%

2020/21: 

1,379

70.8%

2020/21:1,246

Housing assets
at cost

Total
debt

£3,285m

£1,567m

2020/21:£3,083m

2020/21:

Operating
surplus

£96m

£1,497m

Inclusive Employers
Standard

Silver

2020/21: 

N/A

Cash & cash
equivalents

£86m

2020/21:£87m

Surplus
after interest

Operating margin
excluding sales

£57m

22%

2020/21:£332m

2020/21:£104m

2020/21:£51m

2020/21:24%

New homes
started

New homes
completed

Capital commitments
at year end

Available undrawn
committed funding

2020/21:1,002

2020/21:577

Weighted average
debt duration

Fixed rate debt
proportion

722

14 years

2020/21:

11 years

621

93%

2020/21:

£451m

2020/21:

£498m

Weighted average
cost of debt

3.57%

91%

2020/21:3.64%
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£523

2020/21:£640m
Derivative fair
value liability

£21m

2020/21:£136m

Financial performance
Income & expenditure (£m)

2019/20

2020/21

322

332

Total turnover

Of which: Non-sales turnover

286

90

104

31

Of which: Initial sales turnover 1

Operating surplus

Operating margin excluding sales

46

338

293

45

96

23%

24%

22%

2019/20

2020/21

108

141

2021/22
unaudited

46

Surplus after interest 2

Cash flows (£m)

291

2021/22
unaudited

Cash from Operations

51

57

192

Investing activities

(205)

(154)

(208)

Net change in cash

57

(51)

(1)

Financing activities

Balance sheet (£m)

154

(38)

31.3.2020

31.3.2021

Social housing assets (historical cost)

2,927

3,083

Total debt 4

1,478

1,497

Investment properties (valuation)

147

Cash & cash equivalents

137

¢ Revenue increased due to delivery of new homes,
despite construction delays. First tranche sales
income remained resilient. Staircasing and Right to
Buy performed well.
¢ Cost control played a major part in delivering
operating surplus ahead of budget. Lower
maintenance and staff, office and other operating
costs were partially offset by increases in service
costs.
¢ Healthy cash flow generation was in line with
expectations.

5

132
87

15

31.3.2022
unaudited

3,285
132 3

1,567

86

First tranche sales of shared
ownership homes and open market
sales are included in turnover and
contribute to operating surplus.
1

Including fixed asset sales (shared
ownership staircasing, Right-to-Buy
sales and strategic asset management
disposals) and before fair value, tax and
pension scheme movements
2

3

Valuation to be updated during audit

Excluding capitalised debt
arrangement costs
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Operating performance
General need and HOPS 5

Empty rental losses
Overall rent arrears
Resident satisfaction

Service

Repairs

Neighbourhoods

2019/20

2020/21

1.6%

1.1%

4.3%

4.1%

2019/20

2020/21

95%

89%

91%

92%

98%

¢ We saw a reduction in empty student accommodation
over the course of the year, having passed through the
most challenging period of Covid-related disruption.
Empty home losses in our social housing portfolio
slightly improved as we maintained our strong focus on
operational efficiency.

97%

5

2021/22
unaudited

1.0%

4.1%

2021/22
unaudited

89%
97%

91%

Housing for older people

¢ Arrears were steady at 4.1% and better than prudent
forecasts, in part reflecting the benefit of our financial
inclusion work and initiatives such as Robotic Process
Automation assisting tenants with Universal Credit
claims.

¢ We maintained customer satisfaction measures at a
high level.
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Property portfolio
management
Expenditure on homes (£m)

2019/20

2020/21

31

28

Routine maintenance

Planned maintenance

40

Major repairs

8

¢ Although property maintenance expenditure was slow
in the first half of the year because of Covid-related
access restrictions, we caught up in the second half.
We capitalised £19m of maintenance spend in the year
(2020/21: £20m).

¢ Last year our stock condition survey covered 18,881
properties and we expect to complete the programme
with another 14,500 planned next year, after which we’ll
survey 20% every year to inform our major works and
maintenance plans.

¢ In line with Government’s January 2022
announcements regarding building façade remediation
costs, we’re seeking cost recovery from developers,
contractors and other third parties rather than from
leaseholders. Impact in the financial year was £4.3m
less income and we are adjusting next year’s budget
by a similar amount. We haven’t yet accounted for any
potential 3rd party recoveries.

¢ We’re targeting 80% (currently 72.5%) band C or better
EPC ratings across our portfolio by 2025 and 100% by
2030. We’ve undertaken 248 energy efficiency retrofits
in the year and 138 ECO4 cavity wall insulations. We’ve
estimated 2050 net zero costs based on our ongoing
stock condition survey and other detailed work
including current Government guidance on retrofitting
dwellings (PAS 2035).
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48
7

2021/22
unaudited

32
51
7

Property development & sales
New homes delivery (units)

Started in the period

Completed in the period

New homes unsold (units)

2020/21

1,500

1,002

31.3.2020

31.3.2021

0

7

279

250

169

2019/20

2020/21

183

190

2021/22
unaudited

838

Open market sales

Of which unsold over six months

0

Shared ownership first tranche sales
Of which unsold over six months

Development commitments (£m)

2021/22
unaudited

2019/20

83

Invested during the period

In contract at the reporting date

512

¢ Development activity began to pick up again in the
second half of the year after continuing disruption
in the first half. We achieved 722 starts and 621
completions vs targets of 815 and 771 respectively.

¢ The landmark financial partnership announced with
Sage Housing de-risked our new homes sales pipeline
and recycled capital to invest in more new homes.
Sage will acquire 420 of the homes currently in our
development pipeline when they complete. We will
manage homes on behalf of Sage.
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577

0

106

498

722
621

31.3.2022
unaudited

34
0

88

240
451

Corporate finance
31.3.2022
unaudited

Interest rate risk management

31.3.2020

31.3.2021

Weighted average debt duration

13 years

11 years

14 years

85%

91%

93%

Weighted average debt cost
% of net debt on fixed basis

Derivative mark-to-market

3.79%

£171m

¢ We completed £200 million notional value of bond
sales in the year valued above par and raising £265
million cash. Each one of our three bonds now has £250
million in issue and is included in the iBoxx GBP Overall
Index. We are taking further steps to improve our bond
portfolio flexibility and our ability to respond quickly to
capital markets debt issuance opportunities.
¢ We fully repaid our £150 million short-term Bank of
England Covid Corporate Financing Facility, reduced
bank revolving credit facility reliance, lengthened our
debt portfolio duration to match our assets better,
increased our fixed rate profile to hedge against future
rate rises, restructured derivatives to reduce our mark
to market risk and reduced our overall cost of debt.
¢ We were in full compliance with all our loan financial
covenants.
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3.64%

£136m

3.57%
£21m

Corporate finance
Funding sources (£m)

31.3.2022
unaudited

31.3.2020

31.3.2021

1,478

1,497

2035

N/A

150

2048

250

250

250

2035

0

100

0

2048

Total debt outstanding

Of which: listed own-name bonds

2043

Retained bonds held for future sale

150

2043

Commited Funding Headroom

Available vs capital commitments
Forecast next funding need 6

Undrawn revolving credit facilities
Cash and cash equivalents

0

150

1,567
250

250

0

0

0

50

106%

146%

135%

0

20 months

29 months

24 months

137

87

86

405

640

523

Forecast funding needs are calculated
using management estimates of capital
expenditure requirements of our
committed development programme
as well as pipeline development
activity. We manage our liquidity
position by adopting a treasury policy
to raise funds ahead of need.
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About Optivo
Optivo is registered in England with limited
liability under the Co-operative and
Community Benefit Societies Act 2014
(registration number 7561) and is a Registered
Provider of Social Housing whose activities
are regulated by the Regulator of Social
Housing (registration number 4851). Optivo
has charitable status but is exempt from
registration with the Charity Commission.
About Optivo Finance PLC
Optivo Finance plc (company number
07933814) is a wholly owned subsidiary of
Optivo and issuer of secured bonds listed on
London Stock Exchange, whose net proceeds
it on-lends to Optivo for its general corporate
purposes.
ESG
Optivo invests in building environmentally
efficient new homes, decarbonising existing
homes and a range of socially responsible
projects aligned with United Nations
Sustainable Development Goals. Optivo holds
accreditations with Sustainable Housing for
Tomorrow (SHIFT) and Inclusive Employers,
and is an early adopter of Sustainability for
Housing’s Reporting Standard.

Important Note
This publication contains certain ‘forwardlooking’ statements reflecting, among other
matters, our current views on markets,
activities and prospects. Actual outcomes
may differ materially. Such statements are
a correct reflection of our views only on the
publication date and no representation or
warranty is given in relation to them, including
as to their completeness or accuracy or the
basis on which they were prepared. Financial
results quoted are unaudited. No reliance
should be placed on the information contained
within this update. We do not undertake to
update or revise such public statements
as and when our expectations change in
response to events. This publication is
neither recommendation nor advice. This is
not an offer or solicitation to buy or sell any
securities.

optivoinvestors.co.uk

