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Executive summary 

Motability Historical Review of Overhead Costs 2 

EY reviewed Motability Scheme overhead cost information provided by 

Motability Operations for the period 2002 through 2013.  We noted, over this 

time, the Scheme improved its customer service levels (as independently 

measured by customer satisfaction scores) to 98%, and the number of 

models available at nil Advance Payment rose from 62 to 490.  Based on the 

study of the overhead cost information provided, EY conclude that, at the 

same time as these improvements were achieved, the Scheme also 

succeeded in reducing its overhead costs per customer by 28% in real terms. 

 

► Overall, the number of Motability Scheme leases grew by 62% from 2002 – 

2013, while the total overhead cost of supporting these increased by only 16% 

► The Scheme reduced per customer overhead costs by 28% on an inflation 

adjusted basis over this period 

► While decreasing overhead costs per customer over the period MO was able to 

make investments in the Scheme which: 

► Increased customer satisfaction levels from 92% to 98% 

► Increased renewal rates from 65% to 92% 

► Increased the number of vehicles available at nil advanced payment, an 

indication of Scheme affordability 

► Provided additional Scheme pricing support for Wheelchair Access Vehicles 

(WAVs) and adaptations of £27.7mn by FY13 

► Revised funding and insurance arrangements to address customer and 

Scheme needs 

► Increased employee satisfaction levels by 23% 

► The Scheme has experienced two distinct phases of its business history: 

1. 2002 to 2006 where the emphasis was on significant business restructuring, 

cost reductions and improving customer services 

2. 2007 to 2013 where the Scheme grew and emphasis was on investing in the 

business to better serve customers and their diverse needs 

► This review details these key findings, highlights significant management 

decisions and efforts over the period and outlines the impact of these decisions 

on the Scheme 

 

Summary of key Motability Scheme data ’02-’13  

Measurement 2002 2013 % Change  
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Number of customers 393,961 636,700 +62% 

Revenue¹* (£mn) 827.6 1331.7 +61% 

Total Overhead Costs²* (£mn) 55.3 64.0 +16% 

Overhead Cost Per Customer* 

(£) 

140 101 -28% 

Cost per £1,000 Revenue* (£) 67 48 -28% 
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Overall Customer Satisfaction 92% 98% +7% 

Rate of Renewal 65% 92% +42% 

Affordability  

(No. of cars sold with nil 

advance payment) 

62 490 +690% 

Customer Financial Support for 

WAV’s and adaptations £mn 

0 27.7 n/a 

¹ Revenue shown is that generated by customer activity only, and includes: period rentals, initial 

rental, HP earnings and excess mileage. It does not include profit (loss) on disposal. 

² Includes Administration Costs, Motability Scheme project costs and the Motability Levy 

* RPI adjusted 

Steve Varley, Chairman and Managing Partner UKI, EY 
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Background 
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Motability 

► Motability is a registered national charity governed by Royal Charter and enjoys 

all party parliamentary support 

► It was established in 1977 with the objective of enabling disabled people to use 

their Disability Living Allowance to affordably obtain a suitable vehicle, either as 

a driver or as a passenger 

► Motability has three main areas of responsibility: 

1. Directing and overseeing the Motability Scheme which comprises the Car 

Scheme and the Powered Wheelchair and Scooter Scheme (PWSS) 

2. Administering the Governments Specialised Vehicles Fund, specifically to 

help people who need a wheelchair accessible or heavily adapted or 

converted vehicle 

3. Raising funds to provide financial help to those customers whose allowance 

does not cover the leasing cost of the vehicle or the adaptations they need 

Motability Operations (MO) 

► The Motability Scheme is operated for Motability on a contract basis by 

Motability Operations Group Plc; a not-for-profit commercial company owned by 

the major banks; Barclays, Lloyds Banking Group, HSBC and Royal Bank of 

Scotland 

► MO employs c. 800 people based in two locations: London and Bristol 

► The current fleet size of 639,000 vehicles has had a 4% Compound Annual 

Growth Rate (CAGR) over the period 2002 to 2013, and now represents around 

30% of the potential customer base 

► MO had an annual turnover of c.£3bn, with revenue from customer specific 

activity representing £1.33bn, and total assets in excess of £6bn. Any surpluses 

are reinvested back into the Scheme 

► Strategic direction, governance and financial control are overseen by the board 

which meets on a quarterly basis to formulate strategy, supervise operational 

management and provide structure and leadership for the business 

► The board comprises of five independent Non Executive Directors, four Non 

Executive Directors and five Executive Directors 

► Motability directs and oversees the Motability Scheme and reviews the scheme 

objectives on an annual basis with Motability Operations 

 Relationship with Government 

► Neither Motability nor Motability Operations are managed by any government bodies and neither have a role in awarding Disability Living Allowance (DLA) nor the 

Personal Independence Payment (PIP) 

► The role of awarding DLA/PIP is the sole responsibility of the Department for Work and Pensions (DWP) 

► The choice by DLA/PIP recipients to participate in the Motability Scheme is at the discretion of the individual DLA/PIP recipient 



Ref: 1488497 

EY was asked to review the MO Scheme overhead costs over the 2002 to 2013 period, with the key objectives of 

providing:  

► An accurate view of the overhead costs of the Scheme using the most relevant definition of overheads 

► An appropriate review which provided the most relevant representation of overheads over the 12 year period 

► A consistent view of the Scheme overhead costs over the 12 year period 

To achieve these objectives, EY took the following approach with the raw data and analysis: 

► To create an accurate view of the Scheme overhead costs over the period, EY:  

► Reconciled the data provided back to the audited statement of accounts  

► Reviewed the line items included in overheads by functional area and determined with the client, which to include in the review 

► Included Motability Levy costs as part of the total Scheme overhead costs, but did not include an assessment of the specific efficiency around these costs  

► Excluded review of any Charitable Donations made by MO to Motability as this is not an overhead cost 

► EY did not seek to verify the accuracy of any raw data, information or explanations provided by MO that were used as inputs to this review 

► To develop an appropriate view of the data and overhead costs: 

► All of the cost centre descriptions for each year over the period were reviewed with MO to understand what was included and in some instances grouped into 

broader cost categories to allow year on year comparison  

► The cost types were then mapped to the divisional groupings which were agreed with MO 

► Any modifications of data, re-mapping and adjustments were reviewed and confirmed with Motability and MO before finalising 

► The final mapping table; including all inclusions and exclusions, was reviewed and confirmed as appropriate with Motability and MO 

 

Project objectives and approach (1 of 2) 
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To create a consistent view of the Scheme overhead costs over the 2002 to 2013 period: 

► Historical data has been reclassified, where appropriate, and presented according to the FY13 Motability Scheme organisational structure due to multiple structural 

changes during the period under review. This included mapping 2002 to 2013 Administration cost centres to the FY13 structure 

► Specific project spend and marketing spend which had been put into ‘Discretionary Product Costs’ was added back into the baseline to ensure consistent treatment of 

project and marketing spend traditionally classified as overhead costs associated with operating the Motability Scheme 

► All identified costs and revenue were inflation adjusted using RPI figures re-based to 2002 

► Specifically, the EY review consisted of : 

► Conducting interviews with key Motability Scheme personnel (including divisional leads) and visiting the call centre to understand the business operations 

► Analysing Scheme overhead cost from 2002 to 2013 

► Efficiency review 

► Cost trend analysis 

► Confirming revised EY view of cost base reconciled back to statutory audited accounts with MO finance personnel 

► Developing a timeline of events which was compared against cost trends and validated with key MO personnel 

► All data, information and explanations were provided by MO and Motability personnel 

► According to the terms of the contract, EY did not seek to verify the accuracy of any raw data, information or explanations provided by MO that were used as inputs to 

this review 

► The following pages provide the analysis and findings of the review of the historical 2002 to 2013 Scheme overhead costs 

Project objectives and approach (2 of 2) 
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Following significant cost reductions from 2002 to 2006, lease growth outpaced total overhead cost growth by 3%  per year 

► In 2002, the Scheme launched a four year programme to help reduce costs, improve efficiency and improve customer service levels, all incorporated into the Together 

Programme  

► From 2004, the number of leases grew 63% with only a 43% increase in overhead costs, demonstrating more efficient use of overhead costs following the Together 

Programme 

► In 2007 to 2008 corporate restructuring drove a 10% increase in non-FTE costs, as MO became a Plc to access alternative sources of funding, increase  transparency 

and support the future Scheme strategy 

► Total overhead costs increased 15% in 2011 driven by the 48% increase in project spend associated with new insurance arrangements and IT, infrastructure and 

facilities upgrades required to support the Scheme 

Total Motability Scheme overhead cost trends 
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Total Overhead Costs = +1% CAGR 

Leases = +4% CAGR 

Operating 

Income (£mn) 
827.6 827.4 807.6 838.0 877.3 934.6 1,011.3 1,075.8 1,184.6 1,241.4 1,289.0 1,331.7 

Notes:  

1. One-off costs refer to unique events that are confined to that year and do not cross over multiple years. This includes the purchase of 

R2M and redundancy costs 

2. All costs and revenue have been adjusted for inflation and brought back to 2002 using RPI figures 

2002-2013` % Change 

FTE costs +16 

Non FTE costs (18) 

Total costs +16 

1 

2 
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The Scheme overhead costs per customer declined 28%, indicating a more efficient use of overhead costs in 2013 vs. 2002 

► Over the period, overhead costs per customer declined 28%, while the number of customers increased 62%, indicating the Scheme overhead cost base was 

leveraged to achieve economies of scale as the business grew 

► Between 2002 and 2006, the Scheme overhead costs per customer declined 35%, primarily as a result of the Together Programme initiative, while the number of 

customers grew by 12% over the same period 

► From 2007 onwards, both FTE and Non FTE costs per customer declined 10% while total per customer overhead costs remained relatively steady due to the 50% 

increase in project costs  

► From 2007-2013, the Scheme undertook a number of projects which increased costs; these were primarily aimed at optimising vehicle disposal values, upgrading old 

finance systems and IT infrastructure, improving premises, improving the customer proposition on WAVs and adaptations, and gaining access to new funding and 

insurance arrangements 

Trends in the Motability Scheme overhead costs per customer 
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Notes:  

1. One-off costs refer to unique events that are confined to that year and do not cross over multiple years. This includes the purchase of 

R2M and redundancy costs 

 

2002–2013 % Change 

FTE costs (28) 

Non FTE costs (50) 

Total costs (28) 
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EY established an historical cost base for the Scheme, which was agreed by Motability and Motability Operations. Key findings include: 

► Between 2002 to 2013 the vehicle fleet size grew 62%, while the total Scheme overhead costs increased only 16%, on an inflation adjusted basis, indicating overhead 

resources were used more efficiently relative to the size of the business in 2013 vs. 2002 

► Overhead costs per customer declined 28%, primarily driven by a reduction in FTE costs across the company 

► Inspection of the trends in cost over time demonstrate two distinct phases of the Scheme’s history:  

► 2002-2006: where the emphasis was on business restructuring and cost reductions, as demonstrated by the 27% decline in total costs 

► 2007-2013: where the Scheme grew and the emphasis was on updating legacy systems and infrastructure improvements to better serve customers and their 

diverse needs 

► Total number of customers increased 37% while FTE costs increased by only 21% to support the growth in customer numbers 

► Total Non-FTE costs increased 23%, but decreased 10% per customer due to increased take-up of the Scheme offering 

► Total Scheme overhead costs grew from 2011 to 2013 driven by £35mn of project costs which were intended to support: 

► Improved IT infrastructure 

► Modernised the working environment 

► Improved insurance arrangements (to produce cost savings to pass over into customer pricing)  

► In addition to growing the Scheme, both in terms of offering, choice and number of leases the Scheme has successfully: 

► Increased customer satisfaction levels from 92% to 98%,  

► Increased renewal rates from 65% to 92% 

► Increased the number of vehicles available at nil advanced payment, an indication of Scheme affordability 

► Provided additional Scheme pricing support of £27.7mn for WAVs and adaptations by FY13 

► Revised funding and insurance arrangements to address customer and Scheme needs 

► Increased employee satisfaction levels by 23% 

 

From the period 2002 – 2013  the Scheme improved its customer service levels (as independently measured by customer satisfaction scores) to 98%, and the 

number of models available at nil Advance Payment rose from 62 to 490. We conclude that, at the same time as these improvements were achieved, the 

Scheme also succeeded in reducing its overhead costs per customer by 28% in real terms. 

Key findings 
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Disclaimer 

This document has been prepared by Ernst & Young for Motability. The information and opinions contained in this 

document are derived from public and private sources which we believe to be reliable and accurate but which, 

without further investigation, cannot be warranted as to their accuracy, completeness or correctness. This 

information is supplied on the condition that Ernst & Young, and any partner or employee of Ernst & Young, are not 

liable for any error or inaccuracy contained herein, or for loss or damage suffered by any person due to such error, 

omission or inaccuracy.  
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