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1. [bookmark: _Hlk169432256]Introduction

In 1975, Arches Housing was formed on the back of a promise - to provide affordable decent homes for the rent, regeneration, and revival of communities in Sheffield. 
Fulfilling this promise means optimising how we spend our income and how we maximise every pound of investment. 
This means having a robust approach to delivering value for money (VFM) that is grounded in knowing our business, our performance, our customers and their priorities. 
2. Regulatory Requirements and beyond
This VFM Strategy meets the requirements of the Regulator of Social Housing as framed in the Value for Money Standard summarised at appendix 1 and it incorporates the required metrics in section 8. 
Beyond the requirements of the Regulator, and in support of our long-term goal of putting customers at the heart of what we do, this strategy also delivers a sharper focus on value for money from our customers’ perspective by asking what good value for money looks like for the people who live in our homes.  
3. Value for Customers 

Building customer engagement and influence into the VFM strategy will be an incremental process grounded in existing customer engagement. The development of this approach starts with three questions or challenges written from a customer perspective. 

In the early stage of this strategy our response to these questions will be qualitative and quantitative, including numerical as well as narrative updates and case studies. 

Is my rent good value? 

This will be demonstrated by providing customers with the following information via an annual update on the website. We will report on:

· Average Arches rent by property type and location
· Comparison to local private rented sector rents
· Comparison to other local Registered Providers of Social Housing
· Maintaining rents below the Shelter Living Rent



Is my home affordable to run?

This will be demonstrated by setting out Arches commitment to invest in homes to increase their energy efficiency to reduce running costs for customers as well as tracking customers who are in financial crisis. We will report on:

· Improving EPC ratings
· EPC spend (total investment in works that reduce running costs; windows, insulation, heating systems)
· Current Tenant Arrears
· Referrals to the tenancy sustainment service where they are based on financial distress. 


Is my rent well spent? 

The VFM standard focuses on the efficient running of housing associations and the standard requires providers to publish performance evidence in their annual accounts against their own metrics and those defined by the regulator, and report how that performance compares to their peers. The metrics that providers are expected to use are set out in the table at section 8. 

By introducing a stronger customer focus, Arches will also provide information to make this assessment more transparent to customers and other stakeholders. We will report on:

· £1 breakdown of rent spend in a pie chart 
· £1 breakdown of service charge spend in a pie chart 
· Split between administration and customer facing services
· Multiplier of CEO salary to median staff salary 

4. Customer outcomes 

Putting customers at the heart of the VFM strategy development process provides a series of outcomes for customers. 
· Their priorities to achieve value for money are understood and addressed
· They have better knowledge of how their rent is spent and how service charges are compiled
· They can get involved in the scrutiny of service delivery and standards
· There is a clear and transparent plan to improve VFM year on year
· This transparency and knowledge empowers customers to hold staff and board to account

5. Arches approach to Value for Money 
There are three key themes to achieving VFM at Arches

· Effective resource and financial management (Long term Financial Plan, Treasury and Procurement Strategies and People Strategy)

· Effective and efficient use of all homes (asset management strategy and Growth Strategy)

· Delivering high standards and levels of customer satisfaction (Resident Engagement Strategy)

Tension can exist between these priorities, but they must all be delivered within the financial capacity of the association.  The VFM strategy is the golden thread running through all of them. 

To align these priorities, Arches will seek to understand customers views on the value Arches delivers in terms of their services, their rent and what it costs to run their homes. Arches will demonstrate to customers that their rent is well spent, and that all investment adds value for them and future customers. 

These are important contributing factors in our customers’ overall satisfaction, so customer satisfaction has been added as an additional value for money metric. 

6. Measuring and reporting 

Evidence provided to respond to the three customer questions will be grounded in both operational and financial functions. This means that our approach to delivering value for money is cross functional and embedded throughout Arches. 

This collaborative approach means that the evolving strategy will be increasingly co-created by colleagues, across functions, and customers. This means that this approach will deliver both value for money and value for customers. 



7. Strategic Oversight of Value for Money 
Arches housing define Value for Money as the optimal use of resources and assets to achieve our strategic objectives. It is not solely about cutting costs within the business. 
To guide our decision making on value for money we use the three E’s (plus two additional Es of Engagement and Equity) when demonstrating how a decision will deliver value for Money. These are;
Economy - minimising the cost of resources used while having regard to quality
Efficiency - the relationship between the output from goods or services and the resources to produce them
Effectiveness-  the extent to which objectives are achieved and the relationship between intended and actual impacts.
Engagement – evidence that the decision has been considered from a customer perspective and/or evidence of consultation and influence
Equity - runs throughout the whole consideration of VfM; it assesses who is benefitting from a programme and how fairly the benefits are distributed

In each of our board and committee reports we highlight where Value for Money impacts the strategic decision being taken by the board. When defining the VFM impact we will use all relevant E’s to ensure that the VFM impact is properly defined and that the customer voice is heard during the decision making process.
This method of outlining the VFM impact of board decisions is designed to allow board members to have a clear understanding of the VFM impact on each strategic decision.





8. Value for Money Metrics and targets

	 
	VfM finance metrics
	2022/23 
Housemark peer group (median)
	2022/23
 Arches Actual
	2023/24
 Arches Actual
	2024/25
 Arches Forecast
	2025/26
 Arches Forecast
	2024/25
Target

	1
	Reinvestment% (including development spend)
	6.50%
	5.29%
	4.71%
	
7.65%
	
12.72%
	>7.65%

	2
	New social housing units supply delivered %
	1.28%
	1.90%
	1.05%
	
1.48%
	
5.00%
	>1.48%

	3
	Gearing %
	41.99%
	37.98%
	37.62%
	
38.08%
	
45.00%
	41%

	4
	Earnings Before Interest, Tax, Depreciation, Amortisation, Major Repairs Included (EBITDA MRI) Interest Cover %
	134%
	144%
	140%
	167%
	181%
	>134%*

	5
	Headline social housing cost per unit 
	£4,418
	£3,730
	£3,965
	£4,097
	£3,933
	<£4,418*

	6a
	Operating Margin (social housing lettings only)
	17.52%
	18.29%
	18.98%
	19.91%
	29.13%
	>20%

	6b
	Operating Margin (overall)
	18.00%
	19.92%
	21.84%
	20.32%
	28.56%
	>20%

	7
	Return on capital employed (ROCE)
	2.61%
	2.43%
	3.10%
	2.33%
	3.52%
	3%

	8
	Customer Satisfaction 
	85.71%
	80.00%
	76.74%
	82.00%
	82.00%
	82.00%



* To be updated when the 2024/25 benchmarking figures are released
9. Targets & metrics definitions
The targets set for each metric are based on differing rational, the basis of the target will remain the same for the three year strategy but the figure may change annually to take account of the latest comparative figures of our peer group.
Our peer group data is taken from Housemark benchmarking, we have defined our peer group as Northern Traditional Housing associations below 10,000 units who do not have a DLO (Direct Labour organisation, ie they employee their own repairs staff). 

1. Reinvestment % | Reflects the Arches Home Standard projected investment and growth strategy development programme at 20 units annually. 

2. New social housing units supply % | Reflects the growth strategy of 20 homes annually, against the current number of units owned.

3. Gearing % | Aim to maintain business plan average gearing level over period of the strategy.

4. EBITDA MRI | Aim to maintain Interest Cover % over the period of the plan, minimum level is peer group median %.

5. Headline Social Housing cost per unit | Target is to stay below peer group median %.

6. (a & b) Operating Margin | Aim to maintain Operating Margin above 20% in line with the strategic priorities

7. ROCE | Aim to maintain over period of the plan.

8. Customer Satisfaction | maintain at current operational target.

10. Reporting Performance
Performance against metrics and targets will be included within the Statutory Annual accounts which are reported to residents on our web site and through quarterly reporting to the Board. Reporting on our three Value for Customer questions and the VFM action plan will take place annually.












11. Value for Money Action Plan 
	Homes, services, and support that are inclusive, easily accessible and recognise the differing needs and aspirations of our individual customers and their diverse communities.

	VfM objective
	Action plan
	Milestones
	Metrics

	








Engaging with our residents to ensure effectiveness of Arches Services




	Review Resident engagement strategy to bring in line with the consumer standards 
	March 2025
	




Headline social housing cost per unit


Customer satisfaction


Operating Margin


	
	Deliver two tenancy scrutiny panels a year and implement agreed recommendations
	Annual by March
	

	
	Develop our reach in customer engagement and improve our connection with hard to reach customers
	March 2026
	

	



Providing support pathways to increase the sustainability and longevity of our tenancies


	Complete operations review to ensure tenancy support across the operation team 
	March 2025
	



Customer Satisfaction


Operating Margin



	
	Develop our relationships with partners to ensure sustainable tenancies 
	March 2025
	

	
	Support the royal foundation to by allocating properties to assist with their innovative work to irradicate homelessness in  Sheffield 
	March 2026
	









	Properties and neighbourhoods where people are proud to live.

	VfM objective
	Action plan
	Milestones
	Metrics

	
Develop and deliver the enhanced Arches Home 
	Draft and cost the enhanced Arches Standard
	March 2025
	
Headline social housing cost per unit

Reinvestment

EBITDA MRI Interest cover

Customer Satisfaction



	
	Deliver year 1 of the Enhanced Arches Home Standard
	March 2026
	

	
	Deliver year 2 of the Enhanced Arches Home Standard
	March 2027
	

	
Review of our stock and repairs service 

	  Review Repairs service, to ensure effective delivery for customers


	March 2025




March 2025
	
Headline social housing cost per unit

EBITDA MRI Interest cover

Customer Satisfaction


	
	Review of older stock to ensure value for customer continues to be delivered
	
	

	


Further develop and implement Neighbourhood planning framework to reflect the new consumer standards


	


Review neighborhood plans to ensure in line with consumer standards
	



March 2025
	


Social housing cost per unit

Customer satisfaction



	


Further develop and implement Neighbourhood planning framework to reflect the new consumer standards




	Extend caretaker scheme  
	March 2025
	


Social housing cost per unit

Customer satisfaction



	
	Engage with the council and other housing partners in wider neighbourhood plans
	March 2026
	

	
	Review Income analytic software to gain better economy from the product 
	March 2025

	






	Energy efficient homes that contribute to carbon reduction targets.

	VfM objective
	Action plan
	Milestones
	Metrics

	





Deliver Carbon reduction targets efficiently and effectively to ensure we provide warm homes and keep energy bills down for residents
	Bring all Sub EPC properties up to EPC C level
	March 2026

	








ROCE

Reinvestment



	
	Continued delivery of void properties program bringing up all voids to at least EPC level C.

	March 2025
	

	
	Review the latest  government changes in funding for decarbonization to ensure we maximise grants and other funding available.

	March 2026
	

	
	Identify suitable properties for a decarbonization pilot
	March 2027
	













	
More high-quality affordable homes for rent and sale.


	VfM objective
	Action plan
	Milestones
	Metrics

	




Deliver affordable homes to diverse communities our operating area




	Deliver the 30 units in the pipeline
	March 2025
	




ROCE

New social housing units delivered %

Reinvestment


	
	Conclude timely and efficient sale of Shared Ownership properties
	March 2025
	

	
	Deliver at least 20 units in financial year, with average Internal Rate of Return of over 4%
	March 2026
	

	
	Deliver at least 20 units in financial year, with average Internal Rate of Return of over 4%
	March 2027
	

	


Increased focus on achieving energy efficiency and reducing waste, with long term aim of net-carbon developments



	Engage customers living in new homes, evaluate finding and implement changes 
	March 2025
	


Customer satisfaction

Social housing cost per unit

Reinvestment


	
	Procurement review for development services 
	March 2026
	

	
	Locate site for net- zero carbon development site
	March 2027
	









	As a Business, we will be recognised as being well governed, ambitious, and financially resilient, with a strong Board that listens to and acts on what customers tell us.

	VfM objective
	Action plan
	Milestones
	Metrics

	


Efficient and effective Treasury management that maintains access to funding
	Obtain additional funding from Triodos (£5m) 
	December 2024
	
ROCE

Reinvestment

EBITDA MRI Interest cover


	
	Comprehensive funding review ahead of the refinancing of Barclays and YBS facilities 2027/28
	March 2027
	

	
	Agree additional cost effective funding to enable future development programme
	September 2025

	

	
Invest in our people providing a range of learning and development opportunities to enable an engaged and satisfied workforce
	Review and refresh people strategy
	March 2025
	

Operating margin

Customer satisfaction


	
	Maintain IIP Level Gold
	September 2025
	

	
	Obtain Investors in Diversity
	March 2027
	

	


Maintain a focus on procurement to ensure that our services remain resilient and quality is assured, whilst bearing down on costs
	Complete procurement review actions 
	March 2025
	


Operating margin

EBITDA MRI Interest cover

ROCE


	
	Use Housemark benchmarking to understand our costs and where we are outliers against updated peer group
	March 2026
	

	
	Carry out 2026/27 procurement review
	March 2027
	








Appendix 1
The Value for Money Standard

Details of The Value for Money standard 2018 were published in two documents, the Standard and an accompanying Code of Practice which is designed to amplify the requirements of the Standard.

The Value for Money Standard 2018

I. Required outcomes 

Registered providers must: 

· clearly articulate their strategic objectives
 
· 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 

· through their strategic objectives, articulate their strategy for delivering homes that meet a range of needs 

· ensure that optimal benefit is derived from resources and assets and optimise economy, efficiency and effectiveness in the delivery of their strategic objectives. 

II. (i)Specific expectations 

Registered providers must demonstrate:
 
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) that 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. 

II. (ii)Registered providers must annually publish evidence in the statutory accounts to enable stakeholders to understand the provider’s: 

a) performance against its own value for money targets and any metrics set out by the regulator, and how that performance compares to peers 

b) measurable plans to address any areas of underperformance, including clearly stating any areas where improvements would not be appropriate and the rationale for this. 
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