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The Board of Management present their report and the audited financial statements for the year ended 31 March 
2012. 

 
Results for the year  
The results for the year are set out in the income and expenditure account on page 9 and the state of the 
Association’s affairs as at 31 March 2012 is set out in the balance sheet on page 10. 
 
Merthyr Housing (the Association) works exclusively within the county borough of Merthyr Tydfil providing good 
quality accommodation and effective support and regeneration services to meet our customers’ needs, allowing 
us to grow and generate surpluses that we can then reinvest in the community. The Association is a member of 
the DevCo consortium, and we work in collaboration with members to deliver the Social Housing Grant 
programme and efficient procurement for maintenance contracts. We also work collaboratively with the Local 
Authority and other partner agencies for the benefit of our tenants and communities. Our rents are set in 
accordance with the Welsh Government (WG) benchmark rents.  

 
The Association achieved a surplus of £550,428 during the year which increased the net assets in the balance 
sheet. The Association’s balance sheet indicates a position of net assets of £4,317,843 as at 31 March 2012. 
Loan finance is in place for all current projected requirements and is being drawn down to finance capital 
schemes in accordance with cash flow requirements. The Board of Management considers the results and 
financial position of the Association to be satisfactory. 

 
Development & Maintenance 
 
During the year, 9 units of accommodation funded under the Strategic Capital Investment Fund - SCIF2 were let 
under the Rent First scheme. The Board of Management of Heads of the Valley Housing Association passed 
resolutions for the transfer of all of its assets and liabilities to the Association and has now ceased to exist. Part 
of the assets transferred subsequent to the year end included a parcel of land at Georgetown and the 
Association is now taking forward a planning application for the development of 12 social housing homes. 

Funding has been secured for the redevelopment of Flooks (the former jewellers in Pontmorlais) providing a 
Learning 4 Life centre with a cyber café and 4 flats for residential accommodation. The project will be managed 
by Llamau. Funding for this project has been secured from a number of sources including; Social Housing Grant, 
Building Enhancement Grant (Merthyr Tydfil County Borough Council - MTCBC), CADW and Landaid, as well as 
finance from the Association. Work commenced on-site in August 2011 and completion is on target for July 
2012. 

Work has commenced on-site to renovate the Old Town Hall into a cultural, heritage and creative industries 
centre. The centre will include studio offices for creative businesses, flexible multi-use larger spaces (capable of 
use for conferences, cinema and other events), a dance studio and a small café. The aim is to create a place of 
engagement bringing new opportunities to the town; a centre for informal education, creativity, entertainment, 
social contact and networking. To enable this project to commence a total of £8m funding was secured from the 
Welsh Government, Heritage Lottery Fund, European Regional Development Fund, CADW and MTCBC. The 
project contributes to the wider Town Centre Regeneration Project forming a significant part of the Merthyr 
Learning Quarter, accommodating the performing arts and creative industries teaching programmes which 
includes theatre studies, media and music. The completion date for works is June 2013, with the building 
opening in September 2013. 

The maintenance team delivered planned maintenance schemes of £1.04m and environmental works of £24k 
during the year. This investment in our housing stock has improved the quality of homes for our tenants and is 
part of an increased maintenance allocation to achieve Welsh Housing Quality Standards (WHQS). Over the last 
two years, the Association has worked with British Gas, the Welsh Government and the Building Research 
Establishment to deliver a £1.4m programme of renewable energy efficiency schemes that has seen the 
implementation of 206 solar thermal panels in tenants’ homes and a solar PV system for communal electricity in 
a sheltered scheme. Work has progressed in many homes to install showers. 

 
Tenant Involvement 
In line with our Tenant Participation Strategy, the Association has utilised the following methods to engage with 
and identify the needs of our tenants: tenant consultations, local community strategy, internal community 
development surveys, feedback from organised tenant & resident groups, feedback from service standards 
monitoring cards and the Tenant Service Standards Group (TSSG). The Board of Management consists of one 
third tenant members which currently includes 4 tenant members. 
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Merthyr Housing supports an organised youth forum for tenants between the ages of 6-18. The youth forum 
provides an opportunity for young tenants to give feedback as it relates to the service provision as well as 
providing education and social activities for the young people living within this area. 
 
 
Customer Service 
The Association was assessed and awarded the new Government standard of Customer Service Excellence in 
November 2010. This standard replaces CharterMark. A compliance review was conducted in November 2011 
and the Association is compliance plus in 4 areas. 

 
 
Staff Development 
In July 2010, the Association was re-assessed for Investors in People (IiP) and achieved the Gold standard. 
There is a systematic annual appraisal scheme and staff surveys are undertaken annually to assess staff 
satisfaction. The Association continues to support clear people management and development strategies to 
underpin personal and organisational improvement. 

 
 
Responsibilities of the Board of Management 
The board are responsible for preparing the report of the board and the financial statements in accordance with 
applicable law and regulations.  
 
Law applicable to industrial and provident societies and registered social landlords in Wales requires the board 
to prepare financial statements for each financial year which give a true and fair view. Under that law the board 
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted 
Accounting Practice (United Kingdom Accounting Standards and applicable law).  
 
In preparing these financial statements, the board are required to: 
 

• select suitable accounting policies and the apply them consistently; 
• follow the methods and principles in the RSL SORP; 
• make judgements and accounting estimates that are reasonable and prudent; 
• prepare the financial statements on a going concern basis unless it is inappropriate to presume that the 
Association will continue in operation. 

 
The board is responsible for keeping proper accounting records that are sufficient to show and explain the 
Association’s transactions and disclose with reasonable accuracy at any time the financial position of the 
association and enable them to ensure that the financial statements comply with Industrial and Provident 
Societies Acts 1965 to 2002 and the Housing Act 1996. They are also responsible for safeguarding the assets of 
the association and hence for taking reasonable steps for the prevention and detection of fraud and other 
irregularities. 
 
The Board of Management and Executive Officers 
The members of the Board of Management and the Executive Officers of the Association are listed on page 1. 
At the end of the financial year each Member of the Board (excluding three Tenant Board Members) held one 
fully paid share of £1 in the Association. The Executive Officers hold no interest in the Association’s share 
capital and although they do not have legal status of directors they act as executives within authority delegated 
by the Board.  
 
Auditor 
A resolution to re-appoint the auditor PKF (UK) LLP will be proposed at the Annual General Meeting. 
 
By Order of the Board 
Mrs K Dusgate 
Secretary 
26 June 2012 
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The Board has overall responsibility for establishing and maintaining the whole system of internal control and for 
reviewing its effectiveness. The Board recognises that no system of internal control can provide absolute assurance or 
eliminate all risk. The system of internal control is designed to manage risk and to provide reasonable, but not 
absolute, assurance that key business objectives and expected outcomes will be achieved. It also exists to give 
reasonable assurance about the preparation and reliability of financial information and the safeguarding of the 
Association’s assets and interests.  
The processes adopted by the Board in reviewing the effectiveness of the system of internal control, together with 
some of the key elements of the control framework include: 
 
a)  Corporate Governance 
The Board focuses on decision-making, strategic planning and corporate risk management. There are monthly 
meetings of the Board and Senior Management Team to review strategic direction and risks, and performance against 
the strategy map and key organisational objectives. The strategy map was updated in November 2010 following a 
series of workshops with staff and other stakeholders. A full review of the strategy map will be conducted in Autumn 
2012. The audit sub-committee has been reviewed and strengthened to take on and manage more detailed reviews 
and responsibility for managing the Self-Assessment process which is an integral part of the regulatory framework for 
RSLs in Wales. This committee is now called the Business Assessment Panel (BAP). Several new Board members 
and a member of staff completed the Intermediate Governance award programme during the year. Most of the existing 
Board members and senior staff completed this award in 2007. 
 
The Association has a well-defined reporting structure in place with established lines of reporting. The key internal 
regulatory documents establish the high-level internal control framework for the Association and are reviewed annually 
by the Board. Documented authority levels are in place and are embedded within IT systems where possible. Board 
took the decision to extend the remit of BAP to encompass the work of the audit sub-committee and incorporate the 
business improvement and self assessment responsibilities that are articulated in the new Regulatory Framework. This 
involves BAP having an overview of self assessment, financial reporting, internal control, external audit, risk 
management and executive team salaries and staff performance matters. The Board of Management have been 
developing their approach to self assessment for the last 2 years and have completed a series of reviews in line with 
the regulatory outcomes. The Association will be publishing its’ first Self Assessment report for tenants and 
stakeholders in 2012. The Association is preparing for its HARA (Housing Association Regulatory Assessment) in 
February 2014. 
 
b)  Risk Management 
All audit and risk matters are managed on behalf of the Board, by the Business Assessment Panel (BAP) and Risk 
Assessment Panel (RAP). In meeting its responsibilities to the Board, the BAP and RAP have adopted a risk-based 
approach to internal controls which are embedded within the normal management and governance process. The 
Association has a documented Risk Management Strategy that outlines the Association’s approach to risk 
management and which concentrates on the process of risk identification and evaluation, the identification of suitable 
controls and the monitoring of those controls. Key risks facing the Association are recorded on the high level 
Operational and Business Significant risk maps. These maps are monitored, respectively, by the RAP (monthly 
meetings) and the BAP (bi-monthly meetings). These are cross-referenced to the Association’s business plan. 
Management responsibility has been clearly defined for the identification, evaluation and control of significant risks. 
Procedures include a risk evaluation section and a nominated Director to report risk to the RAP for that area. Individual 
risk assessments are undertaken by managers for all operational areas, e.g. safe working practices, stress and VDU 
equipment and working with young people. Reports to Board requiring a decision contain a risk evaluation table to aid 
the decision making process. The Anti-Fraud Policy and Procedure was expanded during the year to include Anti-
Bribery to meet the requirements of the Bribery Act 2010 which came into force on 1 July 2011. Going forward, the 
Association will continue to look at how to foster innovation and consider the relationship between risk, opportunities 
and innovation.  
 
c) Performance Management 
Measures to assess performance against agreed targets have continued to be developed in 2011/12. The information 
collected is reported in the Balanced Scorecard and is reviewed monthly by the Board. Continuous improvement is now 
well embedded throughout the organisation and ongoing improvements will be monitored through the self assessment 
framework.  The Association achieved the Chartermark standard in 2007. Chartermark has been replaced with the 
government standard for Customer Service Excellence and the Association was assessed and gained this new 
standard in November 2010. A compliance review was conducted in November 2011, which showed that we are 
achieving compliance plus in 4 areas. The Association is committed to consulting and listening to staff to ensure 
involvement and empowerment. Our technique and efforts were recognised by Investors in People (IiP) in 2007. 
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In 2008, we received the IiP Leadership and Management Award and this has been further embedded by a 
programme of coaching sessions for line managers. We recognise that good practice in leadership and 
management and developing the relevant skills is integral to improved organisational performance and 
recognition in the external environment. In our IiP assessment for 2010 we achieved the Gold Standard, 
attaining 192 out of the 196 criterion.  We use the housing Key Performance Indicators as a benchmarking tool 
and comparator for our performance in the sector. Staff complete an annual stakeholder audit questionnaire 
with stakeholders (e.g. tenants, contractors, partners etc) and feedback is used to assess and improve 
standards.  

 
d) Controls & Monitoring  
The Board retains responsibility for a defined range of issues covering strategic, operational, financial and 
compliance issues including treasury management strategy and new investment projects. It is supported by a 
framework of policies and procedures with which all employees must comply. These cover issues such as 
delegated authority, segregation of duties, accounting, treasury management, health and safety, data and 
asset protection, staff handbook and fraud prevention and detection. Line managers and staff have 
responsibility for developing, supporting and operating within the internal control framework. Quarterly internal 
control assurance statements from directors and senior managers were introduced from April 2009 and are 
reported to BAP on a quarterly basis. Action plans are prepared and monitored by managers where 
appropriate. The Association works within the DevCo consortium and has improved efficiency and quality by 
working collaboratively on procurement for maintenance contracts. All IT systems are password protected and 
are backed up on a nightly basis with back-up tapes kept off site. Staff work to a signed IT User Policy. A 
document scanning system has been implemented in the housing and maintenance departments.  
The Tenant Service Standard Group (TSSG) meet on a quarterly basis to discuss the monitoring and 
evaluation of a dedicated set of service standards. The standards were developed by this group and services 
are measured against each standard and improvements are discussed and implemented in a collaborative 
way. In February 2012, the Association commissioned an independent review on ‘Citizen Centred Governance’ 
to assess how it is aligned to delivery outcomes in this area. The report concluded that ‘it is clear that MTHA is 
very focussed on putting the tenant first and places people who want to use its services at the heart of its work 
– putting the citizen first.’ An area to take forward is to review the role of the TSSG to clarify strategic fit and 
increase the focus on scrutiny and performance improvement. 
The Association outsources several functions such as Development, IT and HR advice. The service delivery 
standard and budget is agreed in the contract and performance against the standard is monitored by regular 
meetings and feedback sessions.  

 
e) Information & Financial Reporting Systems 
The Board of Management approves the Annual Budget and the Business Plan of the Association, and 
monitors performance against budgets, via quarterly Management Accounts, Trends Analysis and the 
Balanced Scorecard. Financial reporting procedures include a detailed budget for the year ahead and 5 year 
and 30 year business plans. The key documents of the Association concerning the internal financial control 
systems are reviewed annually. The Welsh Government issued its’ judgement on Financial Viability in March 
2012 (the second year) and again the Association received a Pass – the highest award. 
 
The Internal Audit function was tendered in June 2010 and following a rigorous tender and interview process, 
our existing auditors TIAA were re-appointed for a 5 year term. The internal auditors undertake an audit needs 
assessment and prepare a five-year strategic audit plan. This forms the basis for an annual plan each year in 
the light of current needs and as identified by the self assessment framework. Internal Audit has provided a 
number of reports in the year which has provided opinions on assurance regarding the adequacy of the 
controls considered. The reports include their independent opinion on the adequacy and effectiveness of the 
Association’s internal controls together with recommendations for improvement where necessary. 
 
Independent assurance concerning controls, the safeguarding of assets and the integrity of accounting and 
financial reporting systems is provided by the External Auditors. 
During 2012/13, The Association will continue to develop its system of internal control (including its corporate 
governance and risk management arrangements) to ensure continual improvement, to respond to evolving 
best practice and to respond to changes in the business environment. 
 
The Board of Management has reviewed the Association’s system of internal control for the period from 1 April 
2011 to 26 June 2012, the date of this report. 
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We have audited the financial statements of Merthyr Tydfil Housing Association Limited (“the Association”) 
for the year ended 31 March 2012 which comprise income and expenditure account, balance sheet, cash 
flow statement and the related notes. The financial reporting framework that has been applied in their 
preparation is applicable law and United Kingdom Accounting Standards (United Kingdom Generally 
Accepted Accounting Practice).   
 
This report is made solely to the Association in accordance with section 9 of the Friendly and Industrial and 
Provident Societies Act 1968 and in accordance with schedule 1 to the Housing Act 1996. Our audit work 
has been undertaken so that we might state to the Association those matters we are required to state to it 
in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or 
assume responsibility to anyone other than the Association for our audit work, for this report, or for the 
opinions we have formed. 
 
Respective responsibilities of the board and audito r 
 
As explained more fully in the statement of the board’s responsibilities, the board are responsible for the 
preparation of the financial statements and for being satisfied that they give a true and fair view. Our 
responsibility is to audit and express an opinion on the financial statements in accordance with applicable 
law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with 
the Auditing Practices Board’s Ethical Standards for Auditors. 
 
Scope of the audit of the financial statements 
 
An audit involves obtaining evidence about the amounts and disclosures in the financial statements 
sufficient to give reasonable assurance that the financial statements are free from material misstatement, 
whether caused by fraud or error. This includes an assessment of: whether the accounting policies are 
appropriate to the Association's circumstances and have been consistently applied and adequately 
disclosed; the reasonableness of significant accounting estimates made by the  board; and the overall 
presentation of the financial statements. In addition, we read all the financial and non-financial information 
in the annual report to identify material inconsistencies with the audited financial statements. If we become 
aware of any apparent material misstatements or inconsistencies we consider the implications for our 
report. 
 
Opinion on financial statements 
 
In our opinion the financial statements: 
 

• give a true and fair view of the state of the Association's affairs as at 31 March 2012 and of its 
income and expenditure for the year  then ended; 

• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting 
Practice; and 

• have been prepared in accordance with the Industrial and Provident Societies Acts 1965 to 2002, 
schedule 1 to the Housing Act 1996 and the Accounting Requirements for Registered Social 
Landlords General Determination (Wales) 2009. 

 
Opinion on other matters prescribed by Housing asso ciation circular RSL 02/10: Internal controls 
and reporting 
 
With respect to the board’s statement on internal financial controls on pages 5 to 6 in our opinion: 
 
• the board has provided the disclosures required by the Housing association circular RSL 02/10: Internal 
controls and reporting; and 
• the board’s statement is not is not inconsistent with the information of which we are aware from our audit 
work on the financial statements. 
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Matters on which we are required to report by excep tion 
 
We have nothing to report in respect of the following matters where the Friendly and Industrial and 
Provident Societies Act 1968 and the Housing Act 1996 require us to report to you if, in our opinion: 
 

• proper accounting records have not been kept, or returns adequate for our audit have not been 
received from branches not visited by us; or 

• the society has not maintained a satisfactory system of control over its transactions; or 
• the financial statements are not in agreement with the accounting records; or 
• we have not received all the information and explanations we require for our audit. 

 
 
 
 
PKF (UK) LLP 
Statutory auditor 
Cardiff, UK 
 
26 June 2012 
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Notes  

 2012 
 
£ 

 2011 
(restated) 

£ 
Turnover 2  4,584,081  4,687,191 
Operating costs 2  (3,418,843)  (3,671,504) 
      
Operating surplus 5  1,165,238  1,015,687 
Deficit on the replacement of housing components   (160,929)  (152,872) 
Surplus on disposal of fixed assets   4,576  - 
      
   1,008,885  862,815 
Interest receivable and similar income   43,416  - 
Interest payable and similar charges 6  (501,873)  (433,792) 
      
      
Surplus for the Year 15  550,428  429,023 
 
 
 
There were no recognised surpluses and deficits in the year other than as stated above. 
 
None of the Association's activities were acquired or discontinued during the above two financial years. 
 
The comparatives for 2011 have been restated for the reasons explained in note 23.  
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Notes  

  
 
£ 

 2012 
 
£ 

  
 
£ 

 2011 
(restated) 

£ 
Tangible fixed assets 
Housing properties 

         

 -  Depreciated cost 7    59,420,657    59,035,661 
 -  Less SHG, HAG and other 
    government grants 
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(39,668,741) 

    
(39,581,824) 

     19,751,916    19,453,837 
Other 9    2,698,646    1,632,237 
Homebuy - Investments 7  156,665    181,195   
                - Less SHG   (156,665)  -  (181,195)  - 
Total fixed assets     22,450,562    21,086,074 
          
Current assets          
Debtors 10  555,053    552,118   
Investments   2,000,000    1,500,000   
Cash at bank and in hand   307,952    366,304   
Big Lottery Account   -    1,637   
   2,863,005    2,420,059   
Creditors: amounts falling due 
within one year 
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(1,361,669) 

    
(1,694,684) 

  

          
Net current assets     1,501,336    725,375 
          
Total assets less current 
Liabilities 

    23,951,898    21,811,449 

          
Creditors:   amounts falling due 
after more than one year 
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(17,478,778) 

    
(16,769,977) 

          
 
Deferred Income 
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(2,155,277) 

    
(1,274,060) 

          
Net assets     4,317,843    3,767,412 

          
Capital and reserves          
Called up share capital 14    31    28 
Designated reserves 15    509,375    462,438 
Revenue reserve 15    3,808,437    3,304,946 
          
     4,317,843    3,767,412 

     The comparatives for 2011 have been restated for the reasons explained in note 23.  
 
The financial statements on pages 9 to 27 were approved and authorised for issue by the Board of 
Management on 26 June 2012 and were signed on its behalf by: 
 
Board Member - 

 
 

  
Secretary - 

 

 
 
Board Member - 

Mr K Fletcher (Chair)   Mrs K Dusgate 

   Mr G Davies (Treasurer) 
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Notes  

  
 
£ 

 2012 
 
£ 

  
 
£ 

 2011 
(restated) 

£ 
Net cash flow 
from operating activities 

 
      (i) 

    
1,499,573 

  
 

  
1,020,652 

          
Returns on investments and 
servicing of finance 

         

Interest received   37,687    -   
Interest paid   (495,615)    (424,622)   
          
Net cash outflow from returns on 
investments & servicing of finance 

     
(457,928) 

    
(424,622) 

          
          
Capital expenditure and  
financial investment 

         

Payments to acquire and 
develop housing properties 

  
 

 
(520,435) 

    
(3,562,279) 

  

Social Housing Grant received   62,170    784,021   
Other Capital Grants received   935,946    312,782   
Payments to acquire other fixed 
assets 

  (1,210,332)    (96,700)   

Payments to acquire replacement 
components 

   
(658,737) 

    
(474,637) 

  

Sale of Land   5,000    -   
Cost of sale of land   (424)    -   
          
Net cash outflow from  
investing activities 

     
(1,386,812)) 

    
(3,036,813) 

          
Net cash outflow before  
use of liquid resources  
and financing 

     
 

(345,167) 

    
 

(2,440,783) 
          
Management of liquid resources           
Cash movement in short-term 
deposits 

     
(500,000) 

    
(1,500,000) 

          
Financing 
Issue of Share Capital 
Housing loans repaid 
Housing loans received 

 
    (iv) 
     (iv) 
    (iv) 

  
 

(1,164,825) 
1,950,000 

  
3 

  
 

(436,824) 
   4,592,734 

  
- 

     785,175    4,155,910 
 
Net cash inflow 
from financing 

     
 

285,178 

    
 

2,655,910 
          
(Decrease)/Increase in cash  
in the year 

     
(59,989) 

    
215,127 

 
The comparatives for 2011 have been restated for the reasons explained in note 23.  
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(i)  Reconciliation of operating surplus to net cas h inflow from operating activities 
 

 
 
 

 2012 
 
£ 

 2011 
(restated) 

£ 
Operating surplus  1,165,238  1,015,687 
Depreciation of housing properties  618,005  531,933 
Depreciation of other fixed assets  59,632  59,996 
Abortive development costs  -  412 
(Increase)/decrease in operating debtors  46,811  (155,294) 
(Decrease) in operating creditors  (344,181)  (432,082) 
Adjustment on disposal of homebuy properties  (45,932)  - 
     
Net cash inflow from operating activities  1,499,573  1,020,652 

 
 
(ii)  Reconciliation of net cash flow to movement i n net debt 
 

 
 
 

 2012 
£ 

 2011 
£ 

(Decrease)/Increase in cash in the year  (59,989)  215,127 
     

Cash inflow from financing  (785,175)  (4,155,910) 
     
Movement in net debt in the year  (845,164)  (3,940,783) 
Net debt at beginning of year  (16,635,410)  (12,694,627) 
     
Net debt at end of year  (17,480,574)  (16,635,410) 

 
 
(iii)  Analysis of changes in net debt 
 

 
 
 
 

1 April 
2011 

£ 

 Cash 
Flows 

£ 

 Other 
changes 

£ 

 31 March 
2012 

£ 

Cash at bank and in hand 367,941  (59,989)  -  307,952 
Debt due within one year (437,945)  529,548  (536,360)  (444,757) 
Debt due after one year (16,565,406)  (1,314,723)  536,360  (17,343,769) 
        
Total (16,635,410)  (845,164)  -  (17,480,574) 
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 (iv)  Analysis of changes in financing during the year 
 
 
 
 
 

Share capital  Housing Loans 
2012 

£ 
 2011 

£ 
 2012 

£ 
 2011 

£ 
 

At 1 April 2011 28 30   17,003,351   12,847,441 
Cash inflow 3 -     1,950,000     4,592,734 
Cash outflow - -   (1,164,825)      (436,824) 
Non cash  
movements 

 
- 

 
(2) 

 
- 

 
- 

     
At 31 March 2012 31 28   17,788,526   17,003,351 

 
 
 
(v) Non cash movements 
 
 
 
 

    2012 
    £ 

       2011 
         £ 

Share capital written back to reserves  - (2) 
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1  Principal accounting policies 
 
a) Basis of accounting 
 
The principal accounting policies of the Association, which have been consistently applied, are set out in 
paragraphs (b) to (i) below. The financial statements have been prepared under the historical cost 
convention and in accordance with applicable Accounting Standards and Statement of Recommended 
Practice (Accounting by Registered Social Housing Providers), and in accordance with the requirements 
of The Accounting Requirements for Registered Social Landlords - General Determination (Wales) 
2009. 
 
b) Turnover 
 
Turnover represents rental and service charges income less voids, revenue based grants from the 
Welsh Government and other statutory bodies, and other sundry income. 
 
c) Fixed assets-housing properties (land and buildi ngs) 
 
Housing properties for rent are stated at cost less accumulated depreciation and related social housing 
grant. Housing properties are transferred to completed properties when they are ready for letting. The 
cost of housing properties is their purchase price together with incidental costs of acquisition including 
interest payable. The cost of housing properties includes an amount in respect of commercial property, 
which was included in a residential development and is not separately identified. 
 
Freehold land excluding properties under construction amounting to £11,615,582 is not depreciated. 
 
Housing properties under construction are stated at cost and not depreciated. Cost includes interest 
payable and is capitalised by applying the Association’s cost of borrowing, if any, to expenditure during 
the construction of the property up to the date of practical completion. Invoices and architect’s 
certificates relating to capital expenditure incurred in the year are included in the financial statements, 
provided that the date of issue of valuations is prior to the year-end. Development administration costs 
are capitalised at each stage of completion based on a percentage of between 1% and 5% on the 
contractual value of the scheme, up to the value of internal development overhead costs. 
 
Where a housing property comprises two or more major components with substantially different useful 
economic lives each component is accounted for separately and is depreciated over its individual useful 
economic life. Expenditure relating to replacement or renewal of components is capitalised as incurred. 
 
Depreciation is charged on a straight line basis taking into account social housing grant over the assets 
expected useful economic life as shown below: 

Component Useful economic life 
Housing structure  100 years or the period of lease 
Heating systems  12 years 
Windows and doors 25 years 
Kitchens 15 years 
Bathrooms and showers 25 years 

 
d) Social Housing Grant (SHG) (Formerly Housing Ass ociation Grant - HAG) 
 
When developments have been financed wholly or partly by Social Housing Grant, the cost of the land 
and structure has been reduced by the amount of the grant received. The amount of the grants received 
is shown separately on the balance sheet. Grant received in advance of works expenditure is shown as 
deferred grant in current liabilities, and is credited to tangible fixed assets as it is spent. 
 
Grant includes an amount in respect of commercial property, which was included in a residential 
development and is not separately identified. 
 
Grant on properties that have been sold, net of abatement, is transferred to Recycled Capital Grant. 
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e) Other fixed assets 
 
Other fixed assets are included at cost less accumulated depreciation. Depreciation is charged on a 
straight basis at the following rates, in order to either write-down the asset to its residual value or to 
write-off the cost of the asset over its useful economic life: 
 

Freehold buildings  2% on cost 
Computer hardware 
Computer software 

33.33% on cost  
25% on cost  

Other office equipment, furniture and fittings 15% on cost 
Motor vehicles 15% on cost 
Service charged assets Between 3 and 20 years 

 
Leasehold offices and improvements, and computer cabling are written off over the period of the lease. 
 
 
f) Provisions  
 
The Association makes provision for revenue expenditure committed in the financial year where there 
is no discretion to avoid the expenditure. The Association also provides for work that has been carried 
out and services received in the financial year, which have not yet been invoiced. 
 
 
g) Designated and Restricted Reserves 
 
Major Repairs 
 
The Association’s designated major repair reserve covers all property types (mixed and traditionally 
funded). The reserve is adjusted annually in line with the latest long term major repair programme. The 
balance on the reserve is based on the cost of all catch up repairs, plus a weighted average of the 
planned major repair expenditure for the first four years of the forward programme. 
 
 
h) Pension Costs 
 
The Association participates in a defined benefit pension scheme contracted out of the state scheme.  
The scheme is valued every three years by a professionally qualified independent actuary, the rates of 
contribution being determined by the actuary. In the intervening years the actuary reviews the 
continuing appropriateness of the rate. It is not possible in the normal course of events to identify the 
share of underlying assets and liabilities belonging to individual participating employers. Accordingly, 
due to the nature of the Plan, the accounting charge for the period under FRS17 represents the 
employer contribution payable. 
 
The Association also participates in the Social Housing Pension Scheme defined contribution scheme. 
The assets of this scheme are held separately from those of the Association. The annual contributions 
payable are charged to the income and expenditure account’. 
 
i) Current Asset Investments 
 
Current asset investments comprise deposits invested on the money market. 
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2(a)  Turnover and operating surplus by class of bu siness 
 

   2012     2011  

 
 
 
 

Turnover 
 
£ 

 Operating 
costs 

£ 
 

 Operating 
surplus 

£ 

 Turnover 
 
£ 

Operating 
costs 

£ 

Operating 
surplus 

£ 

Social Housing 
Lettings 

4,364,692 (3,110,763) 1,253,929 4,480,686 (3,359,890) 1,120,796 

   
Other Social Housing 
Activities  

  

Supported People 
 

103,329 
 

(50,392) 52,937 105,158 (50,039) 55,119 

Non Social Housing 
Activities 

  

Commercial Premises 46,231 (82,084) (35,853) 41,974 (93,025) (51,051) 

Big Lottery  
 

19,509 (32,514) (13,005) 27,719 
 

(32,940)          (5,221) 

Other 50,320 (143,090) (92,770) 31,654 (135,610) (103,956) 

 116,060 (257,688) (141,628) 101,347 (261,575) (160,228) 

 4,584,081 (3,418,843) 1,165,238 4,687,191 (3,671,504) 1,015,687 

 
2(b)  Particulars of Income & Expenditure from Soci al Housing Lettings 
 

 
 

General Needs 
and Sheltered 

Housing 
£ 

Supported 
Housing 

 
£ 

 2012 
 
 
£ 

 2011 
(restated) 

 
£ 

Income       
Rent Receivable 3,901,170 - 3,901,170 3,643,998 
Service Charges 218,796 - 218,796  210,073 
 4,119,966 - 4,119,966  3,854,071 
Income for Support Services - 30,376 30,376  30,717 
Physical Adaptation Grants 214,350 - 214,350  239,992 
Other Revenue Grants (HOV Grant) - - -  355,906 
 4,334,316 30,376 4,364,692  4,480,686 

      
Expenditure      
Management Costs 481,514 - 481,514  496,640 
Service Charge Costs 215,144 - 215,144  232,115 
Routine Maintenance 1,036,594 - 1,036,594  1,388,418 
Major Repairs/Planned Maintenance  598,588 - 598,588  583,763 
Bad Debts 18,011 - 18,011  (5,375) 
Depreciation of Housing Properties 109,444 618,005 - 618,005  531,933 
Other 112,531 30,376 142,907  132,396 
 3,080,387 30,376 3,110,763  3,359,890 
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Rents from Social Housing Lettings include £41,033 (2011: £33,722) in respect of floating support services 
provided by managing agents but excludes rents received by managing agents where they accept the risk 
for tenant services. 
 
Rents and Service Charge Receivable from Social Housing Lettings include Rent Loss due to Voids of 
£35,204 (2011: £37,147) 
 
 
3  Officers' and senior executive's emoluments  
 
The remuneration paid to officers and the senior executive of the Association was: 
 
 
 

 2012 
£ 

 2011 
£ 

 
Emoluments (including pension contributions and benefits in kind) 

  
190,969 

  
191,336 

 
Emoluments (excluding pension contributions) payable to the highest 
paid officer/senior executive 

  
 

67,086 

  
 

67,086 
 
The Chief Executive is an ordinary member of the Association's pension scheme, more details of which  
are provided in note 19. No enhanced or special terms apply, and the Association makes no contributions  
to any other schemes. 
 
No remuneration was paid to members of the Board of Management during the year (2011: £nil).  
 
 
       
4  Employee information 
 
 

 2012 
Number 

 2011 
Number 

The average weekly number of persons employed during the 
year was: 

  
41 

 
40 

 
 
Staff costs (for the above): 
 
 

 2012 
£ 

 2011 
£ 

Wages and salaries  991,877  949,926 
Social security costs  75,865  72,860 
Pension costs (note 19)  117,950  109,507 
     
  1,185,692  1,132,293 

 
 
5  Operating surplus 
 
 

 2012 
£ 

 2011 
(restated) 

£ 
The operating surplus is stated after charging:     
Depreciation of housing properties  618,005  531,933 
Depreciation of other fixed assets  59,632  59,996 
Operating lease charges  81,249  87,680 
Auditors' remuneration (including VAT) for:     
            Audit  12,720  10,575 
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6  Interest payable and similar charges 
 
 

 2012 
£ 

 2011 
£ 

Interest on loans repayable in instalments wholly or partly in more 
than 5 years 

  
501,873 

  
433,792 

 
Interest capitalised this year in respect of capital projects £1,935 (2011: £11,421). 

 
 
7  Tangible fixed assets - housing properties 

 
 
 
 
 
Cost 

Housing properties held for letting 
 

Properties held for non-social 
housing 

    Total  

 
Completed 

£ 

Under 
construction  

£ 

 
Total 

£ 

 
Completed 

£ 

Under 
construction  

£ 

 
Total 

£ 

 
 
£ 

At 1 April 2011 – 
as previously 
reported 

58,996,418 920,138 59,916,556 224,366 281,813 506,179 60,422,735 

Prior year 
adjustment 

841,961 841,961 1,988 - 1,988 843,949 

At 1 April 2011 – 
as restated 

59,838,379 920,138 60,758,517 226,354 281,813 508,167 61,266,684 

Schemes 
completed in the 
year 

1,021,753 (1,021,753) 
 

- 
 

- 
 

- 
 

- 
 

- 

Additions 
 

16,522 216,853 233,375 - 271,818 271,818 505,193 

Replacement 
components in the 
year 658,737 

              -     
 

658,737 

              -               -               - 

658,737 
Component 
disposals (269,393) 

              -  
(269,393) 

              - - - 
(269,393) 

At 31 March 2012 61,265,998 115,238 61,381,236 226,354 553,631       779,985 62,161,221 

 
Depreciation 

    

At 1 April 2011 – 
as previously 
reported 820,819 

              -     
 

820,819 

 
 

2,057 

 
 

- 

        
 

2,057 822,876 
Prior year 
adjustment 

1,400,927                 -   1,400,927 7,220           7,220 1,408,147 

At 1 April 2011 – 
as restated 

2,221,746                   - 2,221,746 9,277 -           9,277 2,231,023 

Charge for the 
year 

615,596 - 615,596 2,409 - 2,409 618,005 

Component 
disposals 

(108,464) - (108,464)  - - (108,464) 

 2,728,878 - 2,728,878 11,686 -         11,686 2,740,564 

 
Net Book Value 

   

At 31 March 2012 58,537,120 115,238 58,652,358 214,668 553,631 768,299 59,420,657 

    
At 31 March 2011 57,616,633 920,138 58,536,771 217,077 281,813 498,890 59,035,661 
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Additions for the year of £16,522 on completed schemes relates to existing stock only. 
 
The Association holds an investment of £156,665 in Homebuy properties (2011 : £181,195). The total 
SHG relating to this investment is £156,665 (2011 : £181,195). These figures are shown separately on 
the balance sheet. 
 
All units owned by the Association at 31 March 2012 are classified as in management in accordance 
with guidelines and definitions provided by the Welsh Government.  
 
Properties held for non-social housing represent commercial properties which also have social 
residential accommodation above the commercial unit. 

    

 
 
8  Tangible fixed assets - SHG, HAG and other grant s 
 

 
 
 
 Cost 

Housing properties held for letting Properties  hel d for non-social 
housing 

TOTAL 
 

 
Completed  

£ 

Under 
construction  

£ 

 
Total 

£ 

 
Completed  

£ 

Under 
construction  

£ 

 
Total 

£ 

 
£ 

At 1 April 2011 38,968,526 238,154 39,206,680 173,759 201,385 375,144 39,581,824 
 Schemes 
completed in the 
year 

238,154 (238,154) - - -           - - 

 Receivable 
 

23,630 - 23,630 - 63,287 63,287 86,917 

At 31 March 2012 39,230,310 - 39,230,310 173,759 264,672 438,431 39,668,741 

 
All units owned by the Association at 31 March 2011 are classified as in management in accordance with 
guidelines and definitions provided by the Welsh Government.  
 
The aggregate SHG, HAG and other grants received as at 31 March 2012 was: 
 

 2012 
£ 

 2011 
£ 

Capital grants   45,679,596   45,641,308 
Revenue grants  1,797,302  1,582,952 
     47,476,898     47,224,260 

 
 
 
 
 
 
 
 

The total net book value of housing properties comprises: 
 

 2012 
£ 

 2011 
£ 

Freehold property  58,355,827  57,976,774 
Long leasehold property  80,507  111,481 
Short leasehold property  984,323  947,406 
     
  59,420,657  59,035,661 
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9 Tangible fixed              
assets - other 

 
 
Cost 

 
Freehold 
offices & 

stores 
£ 

  
Other 

freehold 
property 

£ 

  
Office 

furniture & 
equipment 

£ 

  
Motor 

vehicles 
 
£ 

  
Service  
Charged 
Assets 

£ 

  
 

Total 
 
£ 

At 1 April 2011 611,742  1,049,217  232,097 64,373 130,794 2,088,223 
Additions 805  1,078,556  28,924 13,233 4,523 1,126,041 
Disposals -  -  (7,682) - - (7,682) 
At 31 March 2012 612,547  2,127,773  253,339 77,606 135,317 3,206,582 

 
Depreciation 

        

At 1 April 2011 118,235  -  192,940 51,545 93,266       455,986 
Charge for the year 10,612  -  22,103 4,999 21,918 59,632 
Eliminated on 
disposal 

-  -  (7,682) - - (7,682) 

At 31 March 2012 128,847  -  207,361 56,544 115,184       507,936 
 
 
 
Net Book Value 

        

At 31 March 2012 483,700  2,127,773  45,978 21,062 20,133 2,698,646 

         
At 31 March 2011 493,507  1,049,217  39,157 12,828 37,528 1,632,237 

 
Other freehold property represents the Old Town Hall which be let on a commercial basis. 
 
 
 
 
 

10  Debtors 
 
Amounts falling due within one year 

 
£ 

 2012 
£ 

  
£ 

 2011 
£ 

Rent arrears - housing properties 109,411    101,118   
Less:  provision for bad and doubtful debts (25,129)    (22,694)   
   84,282    78,424 
Other debtors   420,564    425,911 
Prepayments   50,207    47,783 
        
   555,053    552,118 

 
‘Other debtors’ include amounts of; £25,000 for Landaid funding and £101,954 from the Heads of the Valley  
fund (2011 : £62,170 for Social Housing Grant, £4,844 for regeneration grant funding, £118,396 from the  
Heads of the Valley fund and £57,927 for grant funding towards innovation and energy efficiency). 
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11  Creditors:  amounts falling due within one year  
 

 2012 
£ 

 2011 
£ 

Housing loans  444,757  437,945 
Trade Creditors  103,045  200,270 
Capital Creditors  235,774  199,144 
Other tax and social security  35,455  41,632 

Other creditors  57,848  49,745 
Accruals and Deferred Income  484,790  765,948 
Deferred SHG  -  - 
     
  1,361,669  1,694,684 

 
 
12  Creditors:  amounts falling due after more than  one year  
 

 2012 
£ 

 2011 
£ 

Housing loans  17,343,769  16,565,406 
Recycling capital grant fund  135,009  204,571 
     
  17,478,778  16,769,977 

 
 Disposal 

Proceeds Fund 
£ 

Recycled Capital 
Grant Fund 

£ 

2012 
Total 

£ 

 2011 
Total 

£ 
 At 1 April 2011   204,571 -    204,571  8,680 
Grant recycling adjustment 
during year  

(69,562) - (69,562)  195,891 

At 31 March 2012 135,009 - 135,009     204,571 

      
Due in  <1 year - - -  - 
Due in  >1 year 135,009 - 135,009  204,571 
 
Housing Loans 
 
The Association's loans are repaid on the following terms. Some loans are repayable over 25 years at a 
variable interest rate, currently between 1.08% and 2.4% Other loans are repayable at a fixed rate of 
interest of between 5.4412% and 11.3187%. 
 
12  Creditors:  amounts falling due after more than  one year (continued) 
 
All loans are secured by fixed charges on the Association's housing properties and are repayable by 
instalments wholly or partly in more than five years as follows: 
 
Housing loans 
 
 

 2012 
£ 

 2011 
£ 

One year or less  444,757  437,945 
Between one and two years  448,514  439,383 
Between two and five years  1,363,688  1,328,552 
In five years or more  15,531,567  14,797,471 
     
  17,788,526  17,003,351 
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Recycling capital grant fund 
 
The recycling capital grant fund consists of the net amount of grant remaining following disposals of 
properties. The use of this grant is subject to Welsh Assembly Government consent. The amount shown 
in creditors has been calculated in accordance with current guidelines. 
 
13  Deferred Income 
 

 2012 
£ 

 2011 
£ 

 
At 1 April 2011 
 

 
1,274,060 

 
 
 

 
850,000 

Additions in year  881,217  424,060 
    
At 31 March 2012  2,155,277  1,274,060 

 
Deferred income relates to grants received for the acquisition and renovation of the Old Town Hall. 
 
14   Called-up share capital 
 
Allotted, issued and fully paid: 

 2012 
£ 

 2011 
£ 

At 1 April 2011  28 30 
Shares written back to reserves 
Issued 

 - 
3 

(2) 
- 

    
At 31 March 2012  31 28 

 
Shareholders have no equity interest in the Association. Shareholders do not have any right to dividends 
or to any distribution on winding up. In addition there is no provision for redemption of shares, the value 
of shares being redeemed or cancelled being written back to reserves. 
 
Shareholders of the Association have the right to vote at general meetings of the Association. 
 
15  Reserves 
 
 
 

 Major 
repairs 

 
£ 

 Revenue 
reserve 

 
£ 

 Total 
reserves 

 
£ 

As at 1 April 2011 – as previously reported 1,939,938  2,391,644  4,331,582 
Prior year adjustment (note 23) (1,477,500)  913,302  (564,198) 
As at 1 April 2011 - restated 462,438  3,304,946  3,767,384 
Surplus for the year -  550,428  550,428 
Transfer to Major Repair Reserves 46,937  (46,937)  - 
      
As at 31 March 2012 509,375  3,808,437  4,317,812 

 
 
16  Capital commitments 
 

 2012 
 
£ 

 2011 
(restated) 

£ 
Capital expenditure contracted for but not provided in the financial 
statements 
 

  
5,747,600     

  
- 

Replacement components authorised but not contracted for  1,457,563  1,477,500 

 
Capital commitments relate to renovation works at the Old Town Hall (£5,549,422) and Flooks (£198,178). 
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17  Operating lease commitments 
 
The Association holds several short-term office equipment leases, the annual commitment of 
which is £11,170 (2011: £9,707) annual operating lease commitments for leases expire in: 
     
  Equipment  Land and buildings 
         2012 

       £ 
         

       2011 
       £ 

          

        2012 
       £ 

         

       2011 
       £ 

          
Less than 1 year  - 393 4,524 27,675 
1 to 5 years  11,170 9,314 41,491 10,273 

  
18 Pensions 
 
The Association participates in the Social Housing Pension Scheme (the Scheme). The Scheme is 
funded and is contracted-out of the State Pension scheme.  

 
SHPS is a multi-employer defined benefit scheme. Employer participation in the Scheme is subject to 
adherence with the employer responsibilities and obligations as set out in the ‘SHPS House Policies 
and Rules Employer Guide’. 

 
The Scheme operated a single benefit structure, final salary with a 1/60th accrual rate until 31 March 
2007. From April 2007 three defined benefit structures have been available, namely: 

 
o Final salary with a 1/60th accrual rate. 
 
o Final salary with a 1/70th accrual rate. 
 
o Career average revalued earnings (CARE) with a 1/60th accrual rate. 
 
o From April 2010 a further two defined benefit structures have been available, namely: 
 
o Final salary with a 1/80th accrual rate. 
 
o Career average revalued earnings (CARE) with a 1/80th accrual rate. 

 
A defined contribution benefit structure was made available from 1 October 2010 and is the only 
scheme offered to new entrants by the Association..  

 
An employer can elect to operate different benefit structures for their active members and their new 
entrants. An employer can only operate one open defined benefit structure at any one time. An open 
benefit structure is one which new entrants are able to join. 

The Association has operated the final salary with a 1/60th accrual rate benefit structure for active 
members as at 31 March 2012. This does not reflect any benefit structure changes made from April 
2010. 

The Trustee commissions an actuarial valuation of the Scheme every three years. The main purpose 
of the valuation is to determine the financial position of the Scheme in order to determine the level of 
future contributions required, in respect of each benefit structure, so that the Scheme can meet its 
pension obligations as they fall due. From April 2007 the split of the total contribution rate between 
member and employer is set at individual employer level, subject to the employer paying no less than 
50% of the total contribution rate. From 1 April 2010 the requirement for employers to pay at least 50% 
of the total contribution rate no longer applies.  

The actuarial valuation assesses whether the Scheme’s assets at the valuation date are likely to be 
sufficient to pay the pension benefits accrued by members as at the valuation date. 
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Asset values are calculated by reference to market levels. Accrued pension benefits are valued by 
discounting expected future benefit payments using a discount rate calculated by reference to the 
expected future investment returns. 

During the accounting period the Association paid contributions at the rate of 15.75%, member 
contributions varied between 7.95% and 9.95%. 

As at the balance sheet date there were 27 active members of the Scheme employed by the 
Association. The annual pensionable payroll in respect of these members was £665,677. The 
Association continues to offer membership of the Scheme to its employees. 

It is not possible in the normal course of events to identify on a reasonable and consistent basis the 
share of underlying assets and liabilities belonging to individual participating employers. The Scheme is 
a multi-employer scheme, where the assets are co-mingled for investment purposes, and benefits are 
paid out of total Scheme assets. Accordingly, due to the nature of the Scheme, the accounting charge 
for the period under FRS17 represents the employer contribution payable.  

The last formal valuation of the Scheme was performed as at 30 September 2008 by a professionally 
qualified Actuary using the Projected Unit Method. The market value of the Scheme’s assets at the 
valuation date was £1,527 million. The valuation revealed a shortfall of assets compared with the value 
of liabilities of £663 million, equivalent to a past service funding level of 69.7%.  

The financial assumptions underlying the valuation as at 30 September 2008 were as follows: 

Valuation Discount Rates: % p.a. 
   Pre-Retirement 7.8 
   Non Pensioner Post Retirement 6.2 
   Pensioner Post Retirement 5.6 
   Pensionable Earnings Growth 4.7 
   Price Inflation 3.2 
Pension Increases: 
   Pre 88 GMP 0.0 
   Post 88 GMP 2.8 
   Excess Over GMP 3.0 

 
Expenses for death-in-service insurance, administration and Pension Protection Fund (PPF) levy are 
included in the contribution rate. 
 
The valuation was carried out using the following demographic assumptions: 

Mortality pre-retirement – PA92 Year of Birth, long cohort projection, minimum improvement 1% p.a. 
 
Mortality post retirement – 90% S1PA Year of Birth, long cohort projection, minimum improvement 1% 
p.a. 
 
The long-term joint contribution rates required from April 2010 from employers and members to meet the 
cost of future benefit accrual were assessed at: 

Final salary with a 1/60th accrual rate 17.8 
Final salary with a 1/70th accrual rate 15.4 
Career average revalued earnings (CARE) with 
a 1/60th accrual rate 

 
14.9 

Final salary with a 1/80th accrual rate 13.5 
Career average revalued earnings (CARE) with 
a 1/80th accrual rate 

11.9 

 
If an actuarial valuation reveals a shortfall of assets compared to liabilities the Trustee must 
prepare a Recovery Plan setting out the steps to be taken to make up the shortfall. 

Following consideration of the results of the actuarial valuation it was agreed that the shortfall of 
£663 million would be dealt with by the payment of deficit contributions of 7.5% of pensionable 
salaries, increasing each year in-line with salary growth assumptions, from 1 April 2010 to 30 
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September 2020, dropping to 3.1% from 1 October 2020 to 30 September 2023. Pensionable 
earnings at 30 September 2008 are used as the reference point for calculating these deficit 
contributions. These deficit contributions are in addition to the long-term joint contribution rates set 
out in the table above. 

The Scheme’s 30 September 2011 valuation is currently in progress and will be finalised by 31 
December 2012. The results of the 2011 valuation will be included in next year’s Disclosure Note.  

Employers that participate in the Scheme on a non-contributory basis pay a joint contribution rate 
(i.e. a combined employer and employee rate).  

Employers that have closed the defined benefit section of the Scheme to new entrants are required 
to pay an additional employer contribution loading of 3.0% to reflect the higher costs of a closed 
arrangement. 

A small number of employers are required to contribute at a different rate to reflect the amortisation 
of a surplus or deficit on the transfer of assets and past service liabilities from another pension 
scheme into SHPS. 

New employers that do not transfer any past service liabilities to the Scheme pay contributions at 
the ongoing future service contribution rate. This rate is reviewed at each valuation and new 
employers joining the Scheme between valuations up until 1 April 2010 do not contribute towards 
the deficit until two valuations have been completed after their date of joining. New employers 
joining the Scheme after 1 April 2010 will be liable for past service deficit contributions from the 
valuation following joining. Contribution rates are changed on the 1 April that falls 18 months after 
the valuation date. 

A copy of the Recovery Plan, setting out the level of deficit contributions payable and the period for 
which they will be payable, must be sent to The Pensions Regulator. The Regulator has the power 
under Part 3 of the Pensions Act 2004 to issue scheme funding directions where it believes that the 
actuarial valuation assumptions and/or Recovery Plan are inappropriate. For example the Regulator 
could require that the Trustee strengthens the actuarial assumptions (which would increase the 
Scheme liabilities and hence impact on the Recovery Plan) or impose a schedule of contributions 
on the Scheme (which would effectively amend the terms of the Recovery Plan). The Regulator 
provided a response in respect of the September 2008 actuarial valuation in August 2011, stating 
that it does not propose to take any scheme funding action under Part 3 of the Pensions Act 2004. 

The Scheme Actuary has prepared an Actuarial Report that provides an approximate update on the 
funding position of the Scheme as at 30 September 2010. Such a report is required by legislation 
for years in which a full actuarial valuation is not carried out. The funding update revealed an 
increase in the assets of the Scheme to £1,985 million and indicated a reduction in the shortfall of 
assets compared to liabilities to approximately £497 million, equivalent to a past service funding 
level of 80.0%.  

As a result of pension scheme legislation there is a potential debt on the employer that could be 
levied by the Trustee of the Scheme. The debt is due in the event of the employer ceasing to 
participate in the Scheme or the Scheme winding up. 

The debt for the Scheme as a whole is calculated by comparing the liabilities for the Scheme 
(calculated on a buy-out basis i.e. the cost of securing benefits by purchasing annuity policies from 
an insurer, plus an allowance for expenses) with the assets of the Scheme. If the liabilities exceed 
assets there is a buy-out debt. 

The leaving employer’s share of the buy-out debt is the proportion of the Scheme’s liability 
attributable to employment with the leaving employer compared to the total amount of the Scheme’s 
liabilities (relating to employment with all the currently participating employers). The leaving 
employer’s debt therefore includes a share of any ‘orphan’ liabilities in respect of previously 
participating employers. The amount of the debt therefore depends on many factors including total 
Scheme liabilities, Scheme investment performance, the liabilities in respect of current and former 
employees of the employer, financial conditions at the time of the cessation event and the 
insurance buy-out market. The amounts of debt can therefore be volatile over time. 
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SHPS Growth Plan 
 
The Association has been notified by the Pension Trust of the estimated employer debt on 
withdrawal from the Growth Plan based on the financial position of the Plan as at 31 March 2012.  
As of this date the estimated employer debt for the association was £35,124. There is no current 
intention to leave the Plan and trigger the contingent liability. 
 
 
19  Related parties 
 
The Association let accommodation to 4 Tenant Board Members during the year, all of whom are 
directly elected Tenant Board Members. All Tenant Board Members have tenancies let on the 
Association's standard terms and they cannot use their position to their advantage. 
 
Members did not declare any interests during the year. 

 
 
 

20 Number of units in management 
 2012  

Number 
2011    

 Number 

 Social 
Housing  

Non-Social 
Housing 

Total Social 
Housing  

Non-Social 
Housing 

Total 

At 31 March  1,127 6 1,133 1,127 6 1,133 

 
 
 
21 Taxation 
 
There is no corporation tax charge for the year due to the Association’s charitable status. 
  
 
 
22 Establishment of the Association  
  
The Association is incorporated under The Industrial and Provident Societies Act 1965 and is 
registered with the Welsh Government, registration number LO42. 
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23 Prior year adjustment  
  
Merthyr Tydfil Housing Association has adopted the Statement of Recommended Practice (SORP): 
accounting by registered social housing providers Update 2010 in the current year ended 31 March 
2012. This has resulted in the provisions for component accounting being implemented this year. 
 
Housing properties are now analysed by major component. Major repairs undertaken in the recent years 
and representing replacement components are now capitalised. Brought forward accumulated 
depreciation has been adjusted accordingly 
 

The financial impact of these changes is as follows: 
 

     2012 
     £ 

Revenue reserves – as previously reported  
at 1 April 2011 

  
2,391,644 

 
The transfer of spend from major repairs and 
routine maintenance to capital housing improvements 

 
 

   1,978,752 

 

  
The effect of adoption of component accounting on 
depreciation charged 

(1,618,552)  

  
Losses on disposal of components (924,398)  
   
Total relating to revenue reserve  (564,198) 
   
Transferred from designated reserves  
 

 1,477,500 

Revenue reserves – restated at 1 April 2011  3,304,946 

 
The prior year adjustment to designated reserves reflect that the previous brought forward balance 
included amounts designated  of replacement that are now shown in authorised capital commitments not 
contracted for. 


