
* This differs from our annual accounts which includes all re-lets, whereas this does not include re-lets following major 

repairs. 
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Introduction 

This Value for Money (VfM) statement supplements and should be read in conjunction 

with the Arches’ Annual Accounts which are also available on our website, but for ease 

of reading, Appendix A contains the VfM extracts from our annual accounts.   

Provided here is: 

 a more in-depth analysis of Arches’ performance during the year, compared 

with our own performance over time and the performance of our Housemark 

benchmarking peer group (North & Midlands benchmarking club); 

 how Arches fares on the new Sector Scorecard measures and what this says 

about the VfM we have delivered; 

 our planned approach to VfM over the coming year and the specific targets 

that we have set. 

What is Value for Money? 

VFM principles: 

 Economy: minimising the cost of resources used or required; 

 Efficiency: the relationship between the output from goods or services and the 

resources to produce them; and 

 Effectiveness: the relationship between the intended and actual results of 

spending. 

So for us, we see VfM as minimising the cost of our core operations (without 

compromising on the quality of the services that we deliver) so that we can invest as 

much as possible into the delivery of our strategic priorities. 

Strategic Priorities 

During the year we implemented a new set of strategic priorities, which are contained 

in Appendix B. 

From these priorities it is clear that the customer, the quality of our homes and VfM 

considerations are high on our agenda.  Satisfied customers are likely to stay with us 

longer, this reduces the number of times we have to re-let properties and therefore 

ultimately reduces costs. 

2016/17 Performance – Housemark Benchmarking 

This section focuses on an in-depth analysis of our performance over different aspects 

of the services that we provide, as delivered by our participation in the Housemark 

benchmarking club.  Appendix C contains the full Housemark benchmarking data 

pack for 2016/17.  Comparing our costs and performance with other organisations in 

the sector is important in reviewing how we are faring in the quest to achieve VfM.   

Housemark’s methodology for benchmarking financial information is based on 

allocating staff time (and other indirect costs of services) to different service areas 

within the business, based on the amount of time they spend carrying out different 

functions.  For instance, if an officer spends 50% of their time on housing management 

and 50% on income recovery, their costs are shared between these two services on 

that basis.  In a small organisation like Arches, where staff often fulfil different roles 
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across different aspects of the service, this a good way of judging each service area’s 

VfM since our staff’s time is a valuable commodity to us. 

Headline benchmarking results 

As per the cover graphics, our operational headlines from Housemark show that we are 

in a healthy position in comparison to our peer group. 

We are in the 25% best performing organisations on re-let time.  It did however take us 

just over 1 day more on average to re-let our properties than in 2015/16.  This was as a 

result of a conscious decision to shift our approach from being solely focussed on the 

speed at which we re-let properties to being more mindful of finding tenants who were 

likely to stay living in the property for a longer time. 

Our rent loss due to voids also places us in the upper quartile at 0.44%, an improvement 

on our 0.49% performance at the end of 2015/16.  This demonstrates that our strategy to 

match the right tenant with the right property is paying dividends, because although it 

took slightly longer on average to let our properties, we had a smaller percentage of 

tenants leave us (down from 12.3% in 2015/16 to 9.3%). 

Our rent collection performed highly, with 100.64% of rent collected.  This has increased 

form 99.15% last year and sees us in the top quartile of performers in our peer group.  

This performance is also reflected in our rent arrears as % of rent due figure, which has 

improved from 4.95% to 3.27% in the year (N.B. these arrears figures differ from those 

reported in the annual accounts, as the accounts figures include maintenance 

recharges debt too). 

Whilst our Housing management costs are in our peer group’s third quartile at £608.54 

per property, they have decreased from 2015/16 when they were £645.28 per property 

(a 6% reduction).  Our Responsive and Void Repairs costs per property were lower than 

half of our peers, decreasing from £775.68 to £762.17 and our overheads have become 

cheaper as a % of our income, decreasing from12.45% to 10.56% (a 15% reduction), 

placing us in the 2nd quartile. 

Other highlights from the housemark data 

Total arrears have dropped from 4.95% to 3.27% a reduction of one third during the 

year.  This is in comparison to a fall of 1.6% in the peer group.  This drop demonstrates 

the results of the organisation’s continued focus on rent collection, through our 

dedicated specialist staff and will stand us in good stead as we prepare for the roll out 

of Universal Credit and the Local Housing Allowance. 

Tenancy turnover dropped from 12.3% to 9.3% an improvement of almost 25% whilst the 

rest of the peer group stayed static.  This is, in part, due to our changed approach to 

lettings, where we have developed a focus on tenancy sustainability, ensuring that any 

vacant property is right for the new tenant. 

We have consciously increased our repair spend per void from £1,800 to £2,000.  This 

comes as a result of our new “Void MOT” and Lettable Standard.  These initiatives are 

aimed at providing a better standard of property on re-let, in order to facilitate more 
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sustainable tenancies and lower void repair costs into the future.  We are pleased with 

the positive impact this is delivering on our tenancy turnover and the overall impact this 

has on VfM on this expenditure.  We aim to maintain this approach into the future so 

that tenancy turnover can be maintained at least at these levels. 

Value for money analysis 

In order to better understand how our services are providing us with VfM, we have 

plotted the performance of a service against the cost of that service and compared 

this to our Housemark peer group.  This helps us to show where we are generating value 

for the money we have spent.  In each graph we have shown the peer group median 

(bold lines) and quartile boundaries (dashed lines).  The greenest corner of the graph 

represents the better cost and better performance, with the red representing higher 

cost and poorer performance.  In each graph the target would be to be in the 

greenest section of the graph, representing above average performance and below 

average cost and therefore the greatest VfM. 

Income Recovery

 

This graph plots the rent arrears and collection costs per property against the rent 

collection rate (i.e. the rent collected a as % of rent due).  As you can see from the 

graph, our rent collection services are working very well and performance is high in 

comparison to the peer group, with us comfortably in the top 25% of organisations.  This 

however does come at a cost, as we are heading towards the upper quartile in 

collection costs per property.  But as our stock numbers grow these costs should hold 

firm (subject to any action required due to welfare reforms) thus improving VfM each 

year into the near future. 
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With the coming changes to benefits, which may make recovering our rent more 

challenging, this investment in our core processes stands us in good stead to react 

swiftly to any negative impacts and maintain our position as a high performing rent 

recovery service amongst our peers.  

Voids and lettings

 

This graph plots the cost of re-letting each property against the void rent loss rate (lost 

rent due to empty properties as a % of rent due). 

This area of our performance sees us at our best in terms of VfM: a performance in the 

top 25% of our peers, at costs slightly lower than our peer group average.  In addition 

we have seen an above peer group average improvement in the rent loss due to 

empty properties from the prior year.  We anticipate that performance will improve 

even more in 2017/18, since a change to any day tenancies is expected to reduce 

void time and rent loss even more, with little impact on cost. 
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Repairs 

 

This graph plots the responsive repair cost per property against resident satisfaction 

levels with this element of the service.  Our position on the chart indicates that whilst our 

responsive repairs costs are low (within the lowest 25% of the peer group) our repairs 

satisfaction is also low.  

At the beginning 2017/18 we started to target improvements in satisfaction with the 

repairs service by meeting with Contractors to explore how we can achieve “right first 

time” repairs and empower them to be able to respond to residents’ needs without 

having to always refer back for approval (this can often result in the Contractor 

attending site and leaving without carrying out any work because of the need for a 

revised works order, which clearly is a major source of frustration and dissatisfaction for 

our tenants, particularly if they have taken time off work).  A revised approach on this is 

expected to be worked up during the coming year and implemented the following 

year with minimal or no additional cost per property.  

Over the past three years we have progressively decreased our Responsive Repair and 

Void Works costs year on year from £788.25 in 2014/15 to £762.17 this year.  Whilst 

reducing costs is important in providing VfM, this has to be balanced by the quality of 

the service provided and as per our new strategic priorities we are now renewing our 

emphasis on improving our service, with an eye to the cost of doing so. 
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2016/17 Performance - Sector Scorecard 

As referred to in the 2016/17 Annual Accounts, Arches is taking part in the piloting of the 

new sector scorecard and our performance against these measures is set out in the 

table below: 

 

KPI 

Arches Movement Peer 

Group 

16/17 

Sector 

Global 

Accs 

15/16 
16/17 15/16 Absolute As a % 

Operating Margin (%) 37 32 5 15 31 28 

Increase/ Decrease in operating margin 

(%) 
4.8 (3.1) 7.9 (253) 2.5 0.2 

EBITDA MRI (% Interest) 307 300 7 2 228 170 

Units Developed 26 32 (6) (19) 66.5 28 

Units Developed (as a % of units owned) 2 3 (1) (20) 1 2 

*Gearing (%) 35 38 (3) (7) 44 50 

Customers very or fairly satisfied with the 

overall service provided  (%) 
80 76 4 5 87 N/a 

£'s invested for every £ generated In 

New Supply 
1.49 0.98 0.51 52      0.75  N/a 

£'s invested for every £ generated In 

Communities 
0.00 0.00 - - 0.02  N/a 

ROCE (%) 4.0 3.6 0.4 11.7 4.1 N/a 

Occupancy (%) 99.7 99.0 0.7 0.7 99.5 N/a 

Ratio of responsive repairs to planned 

maintenance 
0.92 1.04 (13) (12) 0.68 N/a 

Social Housing cost/ Unit (£) 2,398 2,375 23 1  3,059  3,970  

Management cost/unit (£) 716 861 (145) (17) 
              

948  

                      

1,040  

Service charge cost/unit (£) 39 44 (5) (11) 
              

334  

                         

530  

Maintenance cost/unit (£) 1,004 982 22 2 
              

914  

                      

1,000  

Major repairs cost/unit (£) 613 462 151 33 
              

690  

                         

880  

Other social Housing costs/unit (£) 26 26 - -      173        520  

Rent Collected (%) 100.6 99.2 1.5 1.5 99.7 N/a 

Overheads as a % of adjusted turnover 11 12 (12) (100) 11 N/a 

*Gearing (%) here is calculated by a slightly different methodology to the one that our lenders require, as 

presented in the annual accounts for 2016/17. 

Business Health Measures 

The operating margin measures the amount of surplus generated from turnover on the 

day-to-day activities of the business.  This is an indicator of the operating efficiency of 

the business.  Our margin has increased by 5% on the prior year to 37% and we are 

performing above the both our peer group average and the average for the sector as 

a whole (per the global accounts).  The improving margin is a result of cutting 

operating expenditure, particularly management costs. 
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EBITDA MRI (the annual surplus adjusted to a cash basis and including major repair 

costs not captured in operating costs) as percentage of interest shows the level of cash 

headroom we have on meeting interest payments on our debt.  Our ability to cover our 

interest payments has increased as our debt has reduced from the prior year, whilst our 

surplus has increased.  Again we are performing above both our Peer group and the 

global accounts averages in this area. 

Overall on our business health indicators  we are performing strongly, this is a result of 

the decision taken to pause on development activities and take stock as we assess our 

position and develop our approach to delivering our strategic priorities going forward. 

Development 

The units developed figure demonstrates our contribution to the supply of new homes 

in the Sheffield city region.  This figure has reduced from the prior year (26 instead of 32) 

as the impact of our pause in development activities has filtered into 2016/17 results.  As 

noted above, we have focused during the year on an array of infrastructure building 

activities towards our new strategic priorities.  This has meant for development the 

implementation of a new development investment appraisal model with a full review 

of the assumptions.  This was to ensure that significant investment decisions are based 

on sound assumptions going forwards and that we have the full ownership of the Board 

on this. 

Even though we paused our activities during the year, the units developed as a 

percentage of units owned demonstrates that, in relation to our size, we are still 

developing a larger number of homes than both the Global accounts and our peer 

group averages. 

The gearing ratio shows the proportion of borrowing in relation to the size of our asset 

base and our ratio has fallen as our borrowings have reduced, which is positive.  Our 

gearing is below both the Peer group average and the Global accounts average, 

which indicates that we have the capacity to leverage further borrowings against our 

existing assets to provide funds for development once our growth strategy is 

determined and agreed by the Board. 

Outcomes delivered 

The percentage of customers satisfied with the service shows us that we are making 

progress in this area, however we are still below the peer group average.  We have 

identified this area as a key strategic priority ‘putting customers at the heart of what we 

do’.  As explained previously, we are targeting customer satisfaction with repairs to 

ensure that our future VfM gains fully reflect the importance of the quality of the service 

in the VfM equation and are not skewed disproportionately towards achieving savings 

at the expense of satisfaction.  

The £s invested for every £ generated from operations in new housing supply and in 

communities demonstrates the extent to which we are investing our own money in new 

housing in the Sheffield city region and in other priority areas which generate a social 

return.  Our investment in new supply is above the cash generated in the year and 
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more than double the amount invested by our peer group.  This was funded by our 

existing cash balance and the sale of properties in the year.  

The £s invested for every £ generated from operations in communities is low at less than 

one penny in the £, where our peer group averages two pence in the £.  This relates to 

investment in for example employment skills training, money advice and community 

groups etc. and reflects our new Strategic Vision of “Contributing to people’s well-

being by providing safe, secure, warm homes that meet their needs”, where our 

contribution to well-being is currently being limited to quality home provision.  This is an 

area of investment we are keen to explore in the future as we progress through our 

journey of building a strong corporate infrastructure and become better placed to 

determine where we can invest more into the communities we serve. 

Effective asset management 

The return on capital employed (ROCE) shows how well we are using both our capital 

and debt to generate a financial surplus on our activities.  Our return has improved with 

our increase in surplus from the prior year (4% from 3.6% in 2015/16) and our 

performance in this area is consistent with the peer group. 

Our occupancy rate demonstrates how efficient we are at housing people once a 

property becomes vacant.  We have improved in this from the prior year (99.7% from 

99%), and now are performing above the peer group average.  This means we are 

more effectively utilising our assets, as demonstrated previously in the Housemark data. 

Our reduced ratio of responsive repairs to planned maintenance spend demonstrates 

an increasing use of planned maintenance programs, allowing us to reduce responsive 

repairs to 0.92 of planned programmes from 1.04 last year.  However, we are still 

considerably at odds with the peer group average (which stands at a ratio of 0.68:1 

responsive:planned repairs) and although the ideal relativity between planned and 

responsive repairs has long been a subject of debate for the sector, it is clear that we 

are considerably adrift from the norm.  We are currently in the process of assimilating 

the results of a substantial stock condition survey in order to be able to increase the 

proportion of planned and cyclical repairs we undertake and increase resident 

satisfaction with the repairs service. 

Operating efficiencies 

The social housing cost per unit allows us to effectively compare our costs against other 

providers on a per unit basis.  An analysis of these costs was included in the annual 

accounts for the year and can be found also in Appendix A.  

Rent collected shows the effectiveness of the income management function in 

collecting rent due and managing arrears levels.  We have improved our rent 

collection performance from the prior year, as previously discussed in the Housemark 

benchmarking section.  

Overheads as a percentage of adjusted turnover shows the proportion of turnover 

which is required to pay for overheads.  This indicates we are operating more efficiently 
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as an organisation than last year, which has been brought about through a reduction 

in costs.  We are in line with the peer group average in this area. 

2017/18 Targets 

Previous sections of this document have demonstrated the strength that Arches has 

already in terms of cost comparisons with peers.  However, renewal of the Board and 

Executive has led to the identification of the need to invest in some areas, such as asset 

health & safety, in order to ensure a robust response to our regulatory and statutory 

duties.  This has resulted in a net investment approach for 2017/18, rather than being a 

year when hard savings targets can be set and delivered.  The following areas highlight 

where specific VfM initiatives are planned, with some minimal bottom line savings 

planned: 

Insight model 

The big focus for 2017/18 will be the implementation of our new asset performance 

model, which will help us to assess the VfM delivered by our housing properties on a 

much more granular level and will inform major investment decisions relating to our 

existing stock.  This model coupled with the finalisation of the financial impact of our 

substantial stock condition survey against our new home standard will ensure that our 

decision-making is based on really robust and sound business data, aimed at delivering 

our new strategic priorities. 

Growth strategy 

By the end of 2017/18 we aim to have a new growth strategy in place aimed at 

enabling the organisation to expand its delivery of services, whilst holding firm on our 

costs as much as possible. 

Salaries 

During the year we will carry out a re-structure of the organisation to better match 

resources to service needs and this together with temporary staff currently covering 

vacancies that have been held, will generate an additional £11k of spend in 2017/18.  

However, once all of the pay protection has expired and temporary staffing is no 

longer needed, this action will realise a £12k saving every year from 2020/21. 

Voids  

A continuation of the efforts on voids described earlier in the document is expected to 

deliver a further £4k saving in this area. 
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APPENDIX A 

VfM Extract from Arches’ Annual Accounts 2016/17 

Value for Money 

We aim to embed the principles of Value for Money in all of our processes and over the last few years the 

association has set specific challenging targets for cash releasing gains.  The board recognises the 

importance of utilising our assets and reducing social housing costs to improve returns in order to help us to 

maximise our investment in new affordable homes and to invest in our existing stock. 

Return on Assets 

In recent years we have focussed on investing in new stock and our performance has been well above the 

2% per annum target that we set. 

Homes added to our portfolio: 

Year New  New 

 Homes  Homes % 

 Added  of existing stock 

2011-2012 25  2.6% 

2012-2013 19  1.9% 

2013-2014 111  11.1% 

2014-2015 10  0.8% 

2015-2016 32  2.8% 

2016-2017 26  2.3% 

During 2016/17 we took the strategic decision to preserve surpluses achieved to date, progressing only with 

development schemes where commitments had already been made.  At the same time we: 

 Reviewed and revised the assumptions and criteria used to appraise major capital schemes to 

ensure that management and Board were fully sighted on the financial and value for money 

impact of significant investment decisions; 

 Commissioned a 100% stock condition survey on our homes, to be carried out against our newly 

developed Arches Home Standard; 

 Began implementing the Insight Asset Performance Model. 

This work will be concluded during the coming financial year and we will then be able to determine the 

balance between investing our surpluses in the improvement of existing homes and the development of 

new social housing. 

The new homes we built last year will yield rents of £120,000 giving a return on investment of 4.7% which is 

higher than the current deposit interest of less than 1%. 

Cash releasing savings initiatives undertaken during the year 

In 2016-17 we set ourselves a number of cost saving targets, as outlined below:  

 

 

 

Target 

£’000 

Achieve

-ment 

£’000 

Note 

Staff benefit  reductions 37 33 1 

Staff reduction  11 14  

Savings in gas servicing  10 (3) 2 

Reduction in telephone calls and charges 7 5  

Reducing court costs 7 1 3 

Assisted gardening scheme 2 4  

Changes in tenant participation 2 7 4 

Stopping office cash collection 2 1  

Void maintenance spend reduction 25 26  

Void Rent loss 3 2  

 106 90  
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Notes 

1. The target was slightly missed because new members of staff joined who were entitled to the reduced 

value nursery vouchers and the training saving reduction proved too severe; 

2. The savings anticipated from entering into the cost sharing arrangement with Northern Shared Services 

have not yet materialised, this is because the service levels delivered under this arrangement are in 

excess of previous levels demanded – further work will take place on this in the coming year; 

3. It was hoped that changes to internal processes would result in far less referrals to court for current 

tenants in arrears, however the cost per application increased by 30% unexpectedly and the number 

of referrals did not reduce as much as expected;  

4. Greater savings than originally anticipated were achieved by means of moving more publications to 

email, rather than printing and posting them. 

Unit Cost Analysis 

In June 2016 the HCA launched its 2014/15 unit cost analysis of Registered Providers and updated these 

again in February 2017 as a part of the Global Accounts for the sector.  The regulator has stated that it 

regards a focus on the delivery of VfM as a leading indicator of good governance and that Boards should 

have a good understanding of their unit costs.  The following graph outlines Arches’ 2016/17 unit costs in 

the context of 2015/16 sector comparatives (these are generally not collated until the spring of year 

following the close of Arches’ accounts): 
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From this it should be noted that Arches’ results overall (and in all but maintenance costs) are in the lowest 

quartile of results for the sector, with maintenance costs sitting on the sector median.  A significant 

achievement during the year is the reduction in management costs per unit from £900 per unit to £700 per 

unit between 2015/16 and 2016/17, in what has been a year of significant change and investment in the 

corporate infrastructure.  These savings have been reinvested into major repairs on our homes, with a 

specific drive on increasing the number of homes with showers in their bathrooms. 

During the year the NHF and a group of Registered Providers formed an Efficiency Working Group and 

formulated a set of 15 measures split across five categories: business health, development (capacity and 

supply), outcomes delivered, effective asset management, and operating efficiencies, which have been 

carefully chosen to build a meaningful picture of associations.  Arches have volunteered to pilot these 

measures (known as the Sector Scorecard) and during the coming year will be taking part in the National 

pilot exercise.  The HCA have indicated they will be revising their approach to regulating on VFM by 

reference to these measures and therefore our analysis of value for money in future statements is likely to 

be changing along these lines. 
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2017-18 Targets 

Whilst we will continue to focus on cost reductions and greater efficiency of internal processes, we have 

not set specific cost reduction targets for the coming year.  This is because we intend during the year to 

have a major overhaul of how we drive and embed value for money processes throughout the 

organisation.  These new processes will be aimed at gaining full engagement of the workforce and be 

delivered by a more of a programme based approach. 
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APPENDIX B 

Arches – Refreshing the 20:20 Vision 

Why we exist Mission Bringing affordable homes to diverse 

communities across the Sheffield City 

Region. 

What success would look 

like 

Vision Contributing to people’s wellbeing by 

providing safe, secure, warm homes 

that meet their needs. 

How we want others to see 

us 

Identity

  

An organisation with a business head 

and a social heart. 

Our long-term priorities 

1. Putting customers at the heart of what we do. 

 Designing services around our customers.  

 Involving residents in key decisions that affect them. 

 Responding to evolving expectations. 

 Being sensitive to the different needs of our diverse client base. 

 Ensuring there is effective 2-way communication. 

 Doing what we say and getting things right first time. 

2. Providing homes that people want to live in. 

 Understanding what people want from their homes. 

 Investing in maintaining and improving our homes to agreed standards. 

 Letting homes to tenants who want to live there. 

 Working with our residents to ensure we have sustainable tenancies. 

 Completing repairs and maintenance work promptly and getting it right 

first time. 

 Contributing to local partnership working to improve neighbourhoods. 

3. Playing our part in increasing the number of affordable homes in the Sheffield 

City Region. 

 Taking advantage of local and national initiatives and programmes. 

 Developing strong partnerships which help to secure development 

opportunities. 

 Making the most of opportunities by taking a flexible approach. 

4. Maintaining a sustainable and balanced business model 

 Maximising the potential of our assets so that we make a surplus, to reinvest 

in existing and new homes. 

 Ensuring VFM is at the forefront of our decision-making. 

 Making the most of our resources, without taking unnecessary risks. 

 Making sure we collect all the money due to us. 

 Understanding our costs and how they compare with others. 

 Continually looking for more efficient ways of doing things. 

5. Being a well-run organisation 

 Having a strong Board and leadership team. 

 Making Arches a great place to work. 

 Embedding sound governance and business processes. 

 Being ‘risk aware’. 
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APPENDIX C 

Housemark Datapack 2016/17 

Click here to download the report 

 

http://archeshousing.org.uk/media/1177/arches-housing_standard-core-report-2017-issued-080917.pdf

