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Strategic and Value for Money Report 

  
This report provides an assessment of Ocean Housing Group for the year 2017/18. It 

is comprised of 3 sections: 

 

1. Overview of the Business 

- Activities 

- Affordable Housing Stock  

- Group Vision 

- Statement of Compliance 

2. Value for Money  

- Background 

- VFM Framework and Culture 

- Performance Against Financial Targets 

- Key Financial Performance Ratios 

- Continual Development to Support Strategic Ambition 

- Conclusion 

3. Risk management 

- Risk Awareness 

- Risk Appetite 

- Board Risk Assurance Framework 
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1. OVERVIEW OF BUSINESS 

Activities 

Ocean Housing Group Limited is a registered provider and a company limited by 

guarantee.  It was formed in December 2003 to enable the creation of the Ocean Group.  

As at 31 March 2018, the Group consists of the following companies: 
 

Ocean Housing Group Limited – A non-asset owning registered provider and non-

charitable company limited by guarantee, providing quality, efficient and effective 

corporate and strategic services to the Group’s subsidiaries. 
 

Ocean Housing Limited – A Registered Society under The Co-operative and 

Community Benefit Society Act 2014 and Registered Provider of social housing with the 

Homes England, providing quality, efficient, and effective services to its tenants, together 

with the maintenance of its houses and estates in order to provide an environment for its 

residents to enjoy a safe, secure and high quality of life. The Company also builds much 

needed new affordable homes for local people. The Company was originally formed in 

1998 and commenced operation in February 2000 when it purchased the whole housing 

stock of 3,502 homes from Restormel Borough Council, since then Ocean Housing have 

built over 1,200 new affordable homes.. 
 

Gilbert & Goode Limited – A company limited by shares, providing good quality and 

competitive building contracts for a range of customers, including new affordable homes 

for Ocean Housing Limited. The Company also build new homes for open market sale. 

 

Affordable Housing Stock 

The Group’s housing stock is located within the County of Cornwall. At the 31 March 

2018, the Group owned 4,523 (2017: 4,385) affordable homes.  A further analysis of the 

Group’s assets is as follows: 

 2018 2017 2016 

Social Rented General Needs 2,870 2,886 2,959 

Social rented Housing for Older Persons 771 761 765 

Affordable Rented General Needs 346 262 160 

Intermediate Rented General Needs 118 105 81 

Sub Total 4,105 4,014 3,965 

Shared Ownership 418 371 331 

Total 4,523 4,385 4,296 
    

Leasehold Properties 132 130 129 

Garages and Car Spaces 562 574 575 

Shops and Offices  6 6 6  
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Group Vision 

The Group’s mission statement is: 

 

“To be an innovative provider of quality homes and services with residents and 

staff at the heart of Ocean, and Ocean at the heart of the community.” 

 

The Group’s vision is laid out in its Corporate Strategy, the resources for such being 

incorporated into a 40 year Business Plan; this is reviewed, updated and approved by the 

Board on an annual basis.  The objectives are then translated into annual company 

plans, which outline and set targets for operational delivery of Corporate Strategy 

objectives for the year ahead in the context of continuous improvement and efficiency. 

 

Statements of Compliance 

The Board of Management confirms that the Strategic Report has been prepared in 

accordance with the principles as set out in the 2014 SORP for Registered Social 

Housing Providers and Regulatory Standards issued by the Regulator for Social 

Housing (RSH) providers in April 2015. 

 

Registered providers are required to certify their compliance with the Governance 

and Financial Viability Standard by their regulator, the RSH. Ocean Housing Group 

and its regulated subsidiary, Ocean Housing Limited confirm that they comply in 

all respects with the Standard.  This statement is made following careful 

consideration and assessment by the Board. 

 

Ocean Housing Group has adopted as its governance code the NHF Code of 

Governance 2015. This Code requires an annual assessment of compliance or 

a statement explaining any areas not met. The Board of Ocean Housing Group 

have reviewed their compliance with this Code and confirm they comply in full 

with it.   
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2. VALUE FOR MONEY REPORT 2017/18 

Background 

Ocean Group has a strong commitment to value for money (VFM) and wealth 
creation.  Following enforced reductions and strong control over rents from 
Government and a fall in levels of grant for new affordable homes, Ocean, and the 
housing sector generally, has focused on creating its own additional wealth and 
greater operating efficiency.   

The Regulator for Social Housing (RSH) plays the pivotal role in ensuring VFM 
throughout the social housing sector on behalf of Government.  The RSH does so 
through the development and regulation of a VFM Standard.  This Standard was 
recently renewed and a revised approach became operational from April 2018.  The 
new Standard introduced a range of financial metrics to be used to assess 
performance, clarified expectations of Boards and revised the reporting requirement 
and format of VFM activity. This 2017/18 report reflects the new reporting format 
which is permitted even though the new Standard became effective from April 1 
2018. 

The Ocean Group Board has fully reviewed the new VFM Standard, utilising its 
Group Audit, Risk and Assurance Committee to critically appraise its requirements 
and assess the compliance with it. It is considered that the Ocean Group and Board 
actions are in compliance with the expectations of the new VFM Standard. 

VFM Framework and Culture 

The Group Board are responsible for driving VFM at Ocean.  VFM is embedded into 
the culture of Ocean and the strategic objectives are enshrined in the Group’s 
Corporate Strategy and thus absolutely at the heart of Ocean’s operations.  Strategic 
targets for wealth creation and VFM have been set by Group Board. Such targets 
are vital to fulfil the Group’s ambitious growth plans as contained in the recently 
adopted New Homes Strategy to 2030 and strong desire for greater existing stock 
investment as contained in the Asset Management Strategy.  

The Board recognise that their ambitions can only be accommodated through the 
efficient operation of the business and strong operating margin, maximisation of 
existing asset worth and external wealth generation from the Group’s commercial 
activity, most notably its expanding open market sales programme in Gilbert and 
Goode. 

The Board recognise VFM is not just about efficiency, it is also about effectiveness 
and economy. The Board’s Corporate Strategy is therefore based around 5 ‘Golden 
Threads’ which harness the VFM 3 ‘E’s to provide quality services to tenants and 
optimum outputs from the resources we have available. 
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Critical review of monitoring performance is undertaken by Group Audit, Risk and 
Assurance Committee.  The Committee do so on behalf of Group Board. The Board 
are committed to continuous improvement. A major transformational change project 
known as ‘Ocean 2020’ is currently being progressed. This £2 million investment in 
processes, systems, behaviours and culture will look to provide improved customer 
focussed services through flexible and smarter working practices and quality.  

To ensure this investment is maximised and embedded and to ensure long term 
sustainable continuous improvement the Group have created a Business 
Improvement Team to ensure constant challenge and development of excellence 
and VFM across the Group. 

Ocean consider that its commitment to VFM for its customers is sound and in-so-
doing fulfils the obligations and expectations of the VFM Regulatory Standard. The 
framework of VFM and embedded culture provides strong evidence to support this 
position with generally positive outputs and performance on key metrics, ratios and 
targets set internally and also as compared with peers. 

Performance Against Financial Targets 

Wealth Creation 

In 2015, in response to falling grant rates but with a desire to continue a robust new 
build development programme, a wealth generating strategy was created to replace 
lost grant and support development aspirations. 

The Board set a 5-year plan from 2015 to 2020 with a target to create additional 
wealth amounting to £5.4 million. This would be achieved through 2 sources; 

 £2.5 million from the sale of existing social housing stock in Ocean Housing 
Ltd 

 £2.9 million from externally generated profits, primarily open market sales, 
from the Group’s commercial subsidiary, Gilbert and Goode Ltd.  The 
externally generated profits would be transferred to Ocean Housing Ltd 
through Gift Aid. 

 
The Board target was to secure this additional income by 31 March 2020.  As at 31 
March 2018 the performance is as below; 

 Existing Asset Sales - £2.37 million, 
o 95% of target with 2 years to go (In April 2018 the target was met 

following a further asset disposal).  
 

 External Contracts and Sales - £2.53 million gift aid paid, 
o 87% of target, with 2 years to go (it is to be noted that Gilbert and 

Goode Ltd currently have exceeded their target but are currently 
retaining cash to ensure their own robust financial strength to support 
the strategic growth plans in open market sales).  
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In addition, additional wealth of £740,000 has been secured in 2017/18 through the 
optimisation of closing Ocean Services (SW) Ltd following a Group restructure in 
2015.  This cash has been directly applied to support tenant and stock investment 
benefit in Ocean Housing Ltd through two new work programmes, one in respect of 
energy efficiency to relieve tenant fuel poverty, and secondly a sprinkler system for 
Ocean’s only high rise block of flats to enhance fire safety and security in the 
building. This investment is a strong outcome that evidences the positive impact for 
tenants to Ocean’s robust and effective VFM culture whereby optimisation of 
efficiency and wealth directly enhances tenants’ wellbeing.  
 
Future plans see the asset disposal plan increase to £1 million per year from 2018, a 
stair casing promotion to raise £500,000 per year from 2018 and a target of £2 
million gift aid from open market sales from 2020.   
 
Operating Efficiency 
 
In July 2015, the Chancellor of the Exchequer announced in his annual budget, the 
implementation of 4 years of 1% rent reductions for social rent tenancies.  The 4 
years commenced in April 2016.  When implemented into the Group business plan 
the overall impact is a 14% reduction in annual rent turnover from April 2020 
onwards.  In monetary terms this represents a £3 million reduction in rental income 
per year from April 2020 onwards.   
 
In its response to the Government’s 4 year rent cut directive the Group Board 
approved an efficiency plan with an objective to retain the prevailing business plan 
resilience and operating margin strength.  They approved a plan to reduce net 
annual operating costs in Ocean Housing Limited by £3 million from April 2018.  This 
action plan was in addition to two other efficiency action plans that existed prior to 
the rent cut announcement amounting to £1 million per year.The three operating 
efficiency plans were subsequently consolidated into an ‘Improvement Plan’ 
embracing all objectives, which had a target completion date of April 2018. 
 
As a consequence of the 4-year 1% rent cut announcement one of the original 
corrective actions to mitigate this significant threat included a 50% reduction in new 
home construction activity.  However, two years on from approval of the 
‘Improvement Plan’ the Board have subsequently reviewed their strategic objective 
to building new homes and approved a ‘New Homes Strategy’ that reverses the 50% 
cut in new build. The New Homes Strategy sets ambitious development targets to 
build 3,000 new homes from all tenures by 2030, this Strategy formally removed the 
£1 million of the ‘Improvement Plan’ target which was to be delivered from a reduced 
build programme. 
 
Following the New Homes Strategy approval, the revised ‘Improvement Plan’ target 
is to deliver £3 million operating and related efficiencies in Ocean Housing Ltd from 
April 2018 onwards.  The targeted areas are: 
 
Management Cost Efficiencies £1.2 million 
Maintenance Cost Efficiencies £1.3 million 

Maintenance Programme Changes £0.5 million 

 £3.0 million 
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As at 31 March 2018 the targeted efficiencies had been successfully satisfied and 
fully embedded into annual operating plans in Ocean Housing Ltd from April 2018 
onwards. This represents an excellent achievement, strengthening operating 
margins without impacting on tenant services.    Significant areas of value for money 
efficiency success were; 

 Group restructure and collapse of Ocean Services (SW) Ltd 

 Closure of all defined benefit pension schemes 

 Further efficiencies in overhead costs 

 Rigorous control on inflation growth, including pay awards 

 Revised planned works programmes and robust procurement outcomes 
 
In 2013/14, the total operating cost (excluding depreciation) of managing Ocean 
Housing’s 4,145 homes was £9.04 million. Allowing for 5.3% consumer price inflation 
and 9% growth in number of units to 4,523 at 31 March 2018, this would equate to a 
predicted operating spend of £10.33 million for 2017/18. However, the actual cost for 
2017/18 to specifically manage Ocean Housing’s social dwellings (excluding 
depreciation) was £7.17 million. This illustrates an estimated annual operating 
efficiency saving of £3.16 million that has been achieved through successful 
implementation of the Improvement Plan over the last 3 years. 

This successful VFM activity has been fundamental to ensuring Ocean Housing’s 
continued viability and business plan strength, despite all of the challenges from the 
enforced rent cuts. Without this success, culminating in 2017/18, the ambitious plans 
of the Group in terms of new home building growth would not be possible. 

The efficiency success has generated an operating margin that can sustain the 
planned New Homes Strategy. However, future efficiencies will be planned from 
2018 onwards following the 2020 project investment and creation of the Business 
Improvement Team. 

In addition to the efficiency success in Ocean Housing Ltd, Gilbert and Goode Ltd 
have also significantly outperformed their targets. The business has successfully 
adopted a programme to build open market homes for sale and have seen the profits 
significantly exceed expectations. This has facilitated a greater amount of Gift Aid 
being paid to Ocean Housing Ltd as at 31 March 2018 than originally planned which 
represents the outperformance of board objectives to use external wealth creation to 
support social housing activity. 

Over the last 3 years the pre-tax profits of Gilbert and Goode Ltd have been; 

YEAR TARGET PROFIT ACTUAL PROFIT 

2015/16 £0.70 million £1.85 million 
 

2016/17 £1.66 million £3.10 million 
 

2017/18 £1.56 million £2.10 million 
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Key Financial Performance Ratios 

As evidenced in the previous section, Ocean have applied a robust and ambitious 
attitude to VFM and demonstrated continuous improvement over the last few years 
in maximising wealth from its assets and resources and optimised efficiency and its 
operating margin. Such success has directly benefitted Ocean’s tenants and the 
community in which it serves through the consequential improvement of service 
quality and provision of greater outputs in existing stock investment/regeneration and 
building of more new homes.  

In this section the metrics, ratios and outputs from VFM activity are illustrated and 
compared, where possible, to Ocean’s peers.  From its inception, Ocean has always 
taken a robust approach to VFM, historically performing strongly in cost per unit 
related metrics.  The success of the Board’s ‘Improvement Plan’ efficiency strategy 
has further embedded the pro-active VFM culture and its strong and beneficial 
outcomes for tenants and local community. 

Ocean’s successful outcomes from its strong approach to VFM is clearly evidenced 
in sector wide comparative data analysis.  Ocean is a member of the ‘Sector 
Scorecard’ which is a widely used benchmarking facility for the housing association 
sector.  

Ocean’s commitment to benchmarking as a means to promote optimal performance 
saw the Group being one of the first to sign up to the Sector Scorecard pilot 
programme in 2016. The Sector Scorecard collects data from housing associations 
against 15 vital financial indicators. In addition, Ocean has always been, and 
remains committed, in the Housemark benchmarking service which provides a much 
more detailed analysis of performance and outputs for the housing movement and 
which allows Ocean to critically challenge its activity.   

The revised VFM Regulatory Standard introduced 7 key financial metrics that the 
Regulator expects all associations to assess their performance against. The Sector 
Scorecard dataset includes all 7 of the essential metrics as included in the Standard 
along with 8 other metrics. 

The Sector Scorecard data is collected at a Group consolidated basis and Ocean’s 
Group-wide performance, compared with others, is presented in the table below for 
most of the key ratios.  As the national outcomes for the 2017/18 Sector Scorecard 
have yet to be published, the current year’s peer performance in the table below 
represents an analysis independently undertaken by 10 South West housing 
associations.  

This pro-active collaborative sharing of data in advance of the full Scorecard 
publication has facilitated the ability to gauge a more up to date analysis of 
comparative peer performance for the latest financial year.  

In the table over page, Ocean Group’s performance is benchmarked for 2016/17 
against the national Sector Scorecard outcomes. To demonstrate how performance 
has changed, 2017/18 outcomes are also presented, but for this year, it is compared 
against the information reported in the sub-group analysis of 10 South West housing 
associations.   
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RATIO 2016/17   2017/18  

 PEERS OCEAN   PEERS OCEAN  

Business Wealth        

Overall Operating Margin* 30.3% 33.3%   29.8% 32%  

Social Housing Operating Margin* 31.6% 38%   32.3% 44%  

Interest Cover* 228% 225% X  245% 156% X 

Development        

Social Units Built* 1.1% 2.4%   2.0% 3.3%  

Non-Social Units Built* n/a 0.5%   0.1% 0.5%  

Gearing* 41.6% 67% X  42% 66% X 

Outcomes        

Reinvestment* 6.9% 9.8%   5.3% 7.8%  

Effective Asset Management        

Return on Capital Employed* 4.0% 6.1%   4.4% 5.4%  

Dwelling Occupancy 99.5% 99.7%   98.9% 99.5%  

Responsive Repairs to Planned Work 68% 94% X  56% 88% X 

Operating Efficiency        

Social Housing Cost Per Unit* £3,306 £1,966   £3,343 £1,787  

Rent Collected 99.7% 99.4%   100.2% 100.3%  

Overheads to Turnover 12.3% 9.69%   8.9% 6.8%  
 

*Included as a VFM standards metric. 

As can be seen in the table above, Ocean is strong in many areas.  However 
performance is in the lowest quartile for the 3 areas detailed below, as shown by the 
X’s above. 

 Interest cover 

 Gearing 

 Ratio of Responsive Repairs to Planned Works 
 
In respect of the above first two ratios the Board consider these outcomes reflect the 
long-term success of Ocean’s new build affordable development, whereby units built 
represent a significantly greater proportion to existing stock than most other 
associations. This situation has been long-standing and therefore inherently will see 
relative high levels of debt and interest costs. Board fully recognise this carries risk, 
and have stress tested the business robustly to manage and mitigate adverse 
scenarios impacting in this area. Board remain confident that sound treasury 
management ensures this is adequately controlled for the benefit of continued new 
supply at prevailing annual volumes. 
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In respect of the repairs ratio, the Board recognise that investment in the existing 
stock is below the sector average. The Board in the last couple years have 
specifically taken action to address this matter with a strong commitment for greater 
re-investment in the stock. Such commitment is directly aligned to the success of the 
various strands of the Group’s VFM targets and, along with the maximisation of 
available grant resources from external bodies, the latest business plan embraces a 
material increase in expenditure in the existing stock. Notably, the success of 
Ocean’s VFM activity is supporting; 

 Regeneration of 66 homes at Polgrean Place estate in St Blazey - £9 million. 

 Extensive fuel poverty and insulation works to 167 Cornish units - £2.5 million 

 Installation of a sprinkler system at Park House in St Austell - £350,000  
 
In respect of strengths it can be seen that in most areas Ocean’s performance is 
higher than average, in particular Headline Cost per Unit which generates a 
performance within the top 5%. If Ocean had performed with a Headline Cost per 
Unit in line with the average for similar housing associations our costs in the year 
would have been approximately £6.5 million higher than they were. 
 
Continual Development to Support Strategic Ambition  

This report evidences positive outcomes of the Group commitment to VFM and 
wealth generation to date, it evidences how Ocean generally compares well with its 
peers and also provides examples of how this success has benefitted tenants and 
the local community. However, to ensure this is maintained, there must be continual 
focus on enhancing the VFM framework and culture and set ever more challenging 
targets to maintain the position.  

Ocean has recently adopted a Corporate Strategy that sets a course of ambitious 
growth in the coming years. The cornerstone of this is the New Homes Strategy that 
sees the target of building 3,000 new homes across all tenures by 2030. This is 
fundamentally based on continuing to build at least 100 affordable new homes per 
year and growing the open market sales programme to 100 per year from 2020 in 
Gilbert and Goode Ltd.  

The ambition being that the increased sale programme will support £2 million Gift Aid 
to Ocean Housing Ltd per year from 2021. This target is fundamental to support the 
ambitions for Ocean Housing stock investment and affordable building programme. 

The new Corporate Strategy attracts greater risk to the Group and is being matched 
through enhanced stress testing activity and risk management planning. 
Achievement of these ambitious targets need a clear set of objectives and all 
contributing elements coherently aligned to the Corporate Strategy and supported by 
the effective VFM culture.  

The Board therefore have coherently set out their objectives with a range of policies 
and strategies that all are linked by Golden Threads back to the overarching 
Corporate Strategy. Notably; 
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 A Business Growth Plan than underpins the areas for expansion and the 
related timescales. 

 A New Homes Strategy setting out the ambition to build 200 homes per year 
across all tenures from 2020. 

 An Asset Disposal Strategy to generate £1 million per year from selling 
existing assets and £500,000 from staircasing to help fund the ambitions. 

 An Asset Management Strategy to support and strengthen investment in 
existing stock. 

 A Business Plan and Treasury Strategy to identify and source the necessary 
finance to fund growth. 

 A Risk Management Strategy to effectively mitigate and manage increased 
risk exposure arising from such growth. 

 
In addition to coherent, challenging and ambitious targets to build more new homes 
in furtherance of Government expectations of the sector the Boards have also in 
place effective mechanisms to manage performance. These will be refined and 
enhanced to ensure all growth objectives are met in the most effective and efficient 
manner. Robust monitoring of Gilbert and Goode’s non-social activity is embedded 
into performance reporting at Group Board level, targets and returns from the 
commercial entity are regularly challenged to ensure that the activity supports overall 
Group objectives.  

Furthermore, every decision taken throughout the whole Group is supported by the 
inclusion of a specific VFM paragraph in the relevant reports alongside the financial 
and risk implications.  

The Board consider that their clear strategic direction and monitoring and reporting 
framework will ensure that the Group’s historic success of VFM outputs and 
performance is sufficiently embedded to underpin on-going success and will be 
capable of any change required to match and mitigate any future external 
environmental challenges that could impact delivery. 

Conclusion 

The VFM Standard requires Boards to; 

a.  Clearly articulate their strategic objectives  

b.      Have an approach agreed by their board to achieving value for money in 
meeting these objectives and demonstrate their delivery of value for money to 
stakeholders  

c.       Through their strategic objectives, articulate their strategy for delivering 
homes that meet a range of needs  

d.        Ensure that optimal benefit is derived from resources and assets and optimise 
economy, efficiency and effectiveness in the delivery of their strategic 
objectives 
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and Boards must be able to demonstrate that; 

a.  A robust approach to achieving value for money – this must include a robust 
approach to decision making and a rigorous appraisal of potential options for 
improving performance  

b.      Regular and appropriate consideration by the board of potential value for 
money gains – this must include full consideration of costs and benefits of 
alternative commercial, organisational and delivery structures  

c.        Consideration of value for money across their whole business and where they 
invest in non-social housing activity, they should consider whether this 
generates returns commensurate to the risk involved and justification where 
this is not the case  

d.       They have appropriate targets in place for measuring performance in 
achieving value for money in delivering their strategic objectives, and that they 
regularly monitor and report their performance against these targets. 

The embedded nature of VFM culture at Ocean is driven by the Board and its 

Corporate Strategy. 5 Golden Threads align the commitment to VFM throughout all 

the Group’s activities and ensures that outputs match strategic ambition in an 

efficient manner and though optimal use of its available resources and assets. 

Robust monitoring of challenging targets and commitment to optimum efficiency has 

led to strong outcomes and positive outputs for the Group’s tenants, partners and the 

wider local community and this will continue.  
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3. RISK MANAGEMENT 
 
Risk Awareness 

Throughout 2017/18 the Group operated an effective Board Risk and Assurance 

Framework. Whilst Group Board have responsibility for the effective management 

of risk, the Group Audit, Risk and Assurance Committee undertook the detailed 

scrutiny and management required to provide assurance to the Group Board that 

the risk control framework was embedded and effective.  The Framework provides 

a link from the risk map to the Corporate Strategy and Ocean’s Golden Threads.  It 

details 3 ‘lines of defence’ Board members can use to set assurance that risks are 

adequately controlled and to identify early warning signs members need to be 

aware of to manage the key risks to the business. 

The Group considers that it has a robust system of risk management and internal 

control.  The risk management framework forms part of an integrated internal 

control environment that is overseen and controlled by the Group Audit, Risk and 

Assurance Committee.  The formal framework for the ongoing identification, 

quantification and management of risk is co-ordinated by senior management 

through the Risk Management Group, however, risk awareness is considered to be 

embedded in the Ocean culture. 

Operational risks are split into subsidiary company risk frameworks, but those of 

greater significance are included in a Strategic Risk Framework which is reviewed 

regularly by management, the Group Audit, Risk and Assurance Committee and 

Group Board. The risks are reviewed and where failings in internal control are 

identified there is action taken to resolve them.  

The Group Audit, Risk and Assurance Committee is actively involved in this 

process. During the year the Group Audit, Risk and Assurance Committee has 

reviewed the Risk Strategy, incorporating the Strategic Risk Map, at every meeting, 

thus enhancing awareness and control. It has provided robust management to 

mitigate the greater exposure to risk as a result of challenging prevailing economic 

conditions throughout the last couple of years. Subsidiary Boards consider their 

Risk Frameworks at every meeting. 

Every risk is quantified to assess the exposure that Ocean faces even after control 

measures have been established and embedded against each risk. The estimated 

equated risk exposure for the whole Group is c.£4 million. This exposure is 

incorporated into the Group’s business planning framework and the current 

approved business plan provides £4 million contingency against its £180 million 

loan facility.  
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Each risk is assessed as to its probability of occurring and the impact on the 

business, were it to do so. Each risk is scored both without any form of controls in 

place and after adequate controls have been adopted. For each risk the controls 

required to adequately manage it are listed and tested every three months as to 

their effectiveness. All risks are reviewed as to their relevance and rating every 

three months so as to ensure they are appropriate, particularly the Strategic Risks.   

The scoring matrix used to assess each risk is illustrated in the table below; 

RISK SCORING MATRIX 

Impact Probability 
 

10 – Disastrous 6 – Highly likely 
8 – Severe 5 – Likely 
6 – Large 4 – Fairly likely 
4 – Moderate 3 – Unlikely 
2 – Negligible 2 – Very unlikely 
 1 – Extremely unlikely 

 

During 2016/17 Ocean’s internal auditors undertook a review of the risk framework 

which gave substantial assurance. The next review is in 2018/19.    

Risk Appetite 

Every year all Ocean’s Board’s review their approach to risk appetite to ensure it 

remains appropriate for the Group’s strategic objectives. The Board adopted risk 

appetite matrix is based on the following definitions: 

 Averse - Avoidance of risk and uncertainty is a key objective. 

 Minimal - Preference for ultra-safe options that are low risk and only have a 
potential for limited reward. 

 Cautious - Preference for safe options that have a low degree of risk and 
may only have limited potential for reward. 

 Open - Willing to consider all potential options and choose the one most likely 
to result in successful delivery, while also providing an acceptable level of 
reward and value for money. 

 Hungry - Eager to be innovative and to choose options offering potentially 
higher business rewards, despite greater inherent risk. 

 

Ocean Housing Limited has classified itself as Risk Cautious. Gilbert and 

Goode Limited has classified itself as Risk Open. 
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Board Risk Assurance Control Framework 

 
 

 

 

Principal Inherent Risk Inherent Risk Rating Residual Risk Rating

The Strategic Risk Map Impact Probability Score Impact Probability Score

Negative impact of welfare reform on tenants 10 6 60 8 6 48
£306,400

Adverse impact of rent controls and other Government policies 10 5 50 8 4 32
£643,320

Major health and safety compliance failure 10 5 50 8 3 24
£576,360

Exposure to housing market volatility 10 5 50 8 4 32
£563,960

Poor governance and regulatory failure 10 5 50 10 1 10
£37,992

Significant Cyber Security Breach 10 5 50 8 2 16
£75,983

Failure of asset management and demand for property 8 5 40 6 3 18
£53,260

Failure to make required profits from external activity 8 5 40 8 3 24
£218,450

Significant failure of business system strand of 2020 Programme 8 5 40 6 2 12
£38,697

Staffing problems, sickness, recruitment and retention 8 5 40 6 4 24
£69,620

Failure of treasury, cashflow or funding arrangements 10 4 40 10 2 20
£1,373,000

Poor customer service and loss of good reputation 8 5 40 6 3 18
£53,090

Unviable development programme 8 5 40 6 3 18
£73,500


