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The Board of Management present their report and the audited financial statements for the year ended 31 March 
2015. 

 

Results for the year  

 
The results for the year are set out in the income and expenditure account on page 11 and the state of the 
Association’s affairs as at 31 March 2015 is set out in the balance sheet on page 12. 
 
Merthyr Tydfil Housing Association Limited (the Association) works only 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. We 
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 £493,436 during the year which increased the net assets in the balance 
sheet. The Association’s balance sheet indicates a position of net assets of £6,830,952 as at 31 March 2015. 
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 

 
In March 2013, the Association secured planning permission for the development of 12 social housing units at 
Georgetown. The scheme will include a variety of accommodation, aimed to satisfy the requirements of the 
waiting list for social housing in the area. The homes have been designed to be better than Code Level 3 of the 
Code for Sustainable Homes, the system for assessing the environmental performance and sustainability of new 
housing.  The homes will benefit from high levels of insulation together with reduced water consumption; 
resulting in lower running costs for the future tenants. In addition, the properties will meet the ‘Lifetime Homes’ 
standard by incorporating design features aimed to support the changing needs of individuals and families at 
different stages of life. Work commenced on site on 31 March 2014 and the scheme completed in June 2015.  

During the past year the operations at Old Town Hall (now more commonly known as Redhouse) have continued 
to develop and it is now thriving arts, cultural and heritage centre.  The intention was always to get the operation 
on a sound footing in order to then move it to an independent company.  At the time of starting this process the 
local authority was also moving its own leisure and heritage operation to an independent company.  It was agreed 
that the most effective route was for these two operations to come together. To that end the Old Town Hall 
operation transferred for a nominal fee to the Merthyr Tydfil Leisure Trust on 1 April 2015. 

The maintenance team delivered planned maintenance schemes of £536,479 (including replacement 
components), reactive and void works of £655,179 and environmental works of £5,913 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) by 2015/16. The Association made 
89 successful applications for Physical Adaptation Grants resulting in over £66,110 of grant aided works.  

At the end of the current financial year, the Association has also agreed the purchase of part of a historical 
building within Merthyr town centre.  This is being funded by monies from the Vibrant and Viable Places (“VVP”) 
scheme, and will form part of a larger development in time. 

 

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 and 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 included 4 tenant members during the year. 

 
The Association 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. 
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Customer Service 

 
The Association was assessed and awarded the new Government Standard of Customer Service Excellence in 
November 2010. This standard replaces CharterMark. Compliance reviews were conducted in November 2011, 
2012 and 2013, and most recently in December 2014. The Association has an ongoing appetite for continuous 
improvement as shown by the willingness to take on board and address all development points raised in the 
review, and has achieved the highest level of award available in a number of aspects. 

 

Staff Development 

 
In June 2013, the Association was re-assessed for Investors in People (IiP) and retained the Gold standard. This 
was followed up with an interim review in January 2015, where the standard has been retained. 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. Achieving Gold status represents achievement of world class best practice and 
that we are operating at the highest levels of people management practice. 
 

Responsibilities of the Board of Management 

 
The board members are responsible for preparing the report of the board and the financial statements 
in accordance with applicable law and regulations.  
 
Co-operative and Community Benefit Society law and social housing legislation require the board 
members to prepare financial statements for each financial year in accordance with United Kingdom 
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law).  
The directors must not approve the financial statements unless they are satisfied that they give a true 
and fair view of the state of affairs of the association and of the surplus or deficit of the association for 
that period.  
 
In preparing these financial statements, the board members are required to: 
 

 select suitable accounting policies and then apply them consistently; 
 

 make judgements and accounting estimates that are reasonable and prudent; 
 

 state whether applicable UK Accounting Standards and the Statement of Recommended 
Practice: Accounting by registered social housing providers (Update 2010) have been followed, subject 
to any material departures disclosed and explained in the financial statements; and 
 

 prepare the financial statements on the going concern basis unless it is inappropriate to 
presume that the association will continue in business. 
 
The board members are responsible for keeping adequate 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 the Co-operative and Community Benefit Societies Act 2014, Schedule 1 to the Housing Act 1996 
and the Accounting Requirements for Registered Social Landlord’s Determination (Wales) 2009.  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 is responsible for ensuring that the report of the board is prepared in accordance with the 
Statement of Recommended Practice: Accounting by registered social housing providers (Update 
2010). 
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Financial statements are published on the association’s website in accordance with legislation 
in the United Kingdom governing the preparation and dissemination of financial statements, 
which may vary from legislation in other jurisdictions.  The maintenance and integrity of the 
association’s website is the responsibility of the board members.  The board members' 
responsibility also extends to the ongoing integrity of the financial statements contained 
therein. 

 

 

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 four 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 appoint the Association’s auditor following a retender process will be proposed at the 
Annual General Meeting. 

 

 

 

 

 

 

 

By Order of the Board 

Mrs K Courts 

Chief Executive 

23 June 2015 
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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. Between November 2014 and 
March 2015 the strategic and operational plans have been comprehensively reviewed, improved and 
approved by the Board following the most recent regulatory inspection. The Business Assessment Panel 
(BAP) has responsibility for managing detailed reviews and the Self-Assessment process which is an integral 
part of the regulatory framework for Registered Social Landlords in Wales. 
 
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 3 years and 
have completed a series of reviews in line with the regulatory outcomes. The Association published its first 
Self Assessment report for tenants and stakeholders in March 2013. In Autumn 2013, the WG announced its 
new Risk Based approach to Regulation and during the period to December 2014, when the regulatory report 
was published, the Association worked as a pilot with WG on this process.  We are now engaged with WG in 
the new process of co-regulation. 

 

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) and 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. A more detailed risk scrutiny review 
process has been introduced from January 2015, which involves managers assessing the risk again after 
considering the mitigating control. Decision trees to map out the options have also been introduced. An Anti-
Fraud and Anti-Bribery Policy and Procedure is in place. The Risk Management process is well embedded 
within the Association as evidenced by a rating of Substantial Assurance in the internal audit review of risk 
management arrangements undertaken in December 2013. Going forward, the Association will continue to 
look at how to foster innovation and consider the relationship between risk, opportunities and innovation.  
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c) Performance Management 

 
As a result of the review of the strategic plan the scorecard has been revised to match and mirror the new 
steps identified in the strategic plan.  This is still evolving at present to ensure that the targets are realistic and 
achievable. 
 
Continuous improvement is now well embedded throughout the organisation and ongoing improvements will 
be monitored through the self assessment framework.  The Association holds the government standard for 
Customer Service Excellence and a compliance review is conducted annually. 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. 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. In June 
2013 and after the interim review in January 2015, the Association has retained the Gold standard 
  
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. A 
full IT restore from back-up tapes is undertaken annually at the Disaster Recovery Centre. 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) meets 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. The tenants of the Association were surveyed as part of the first national survey of Welsh Housing 
associations commissioned by CHC and WG. The findings revealed that 81% of tenants who participated were 
‘very’ or ‘fairly’ satisfied with their landlord and their home. Overall, more than 70% of tenants are ‘very’ or 
‘fairly’ satisfied with the quality of their home, its repairs and maintenance and the community they live in, and 
thought the rent they paid their landlord represented value for money. An initial review of the detailed findings 
indicates that the results for the Associations tenants are above average in all areas. Further detailed work is 
underway on this with a report due to be presented to Board in July 2015. 
 
The Association outsources several functions such as Development, IT, HR and Health & Safety 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.  
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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 September 2014 and 
again the Association received a Pass – the highest award. The Association submitted its 30 year Business Plan 
early, which enabled WG to issue the report in September rather than the following March.  
 
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. This term has now expired and following the latest 
tender process the Association has moved the internal audit function to Mazars for an initial three year term.  
Whilst the current standard expected for compliance work will be maintained, it is anticipated that Mazars will 
also assist in more strategic reviews ro assess and assist with higher level issues facing the Association, one 
such example being a Value for Money (“VFM”) strategy. 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.  
 
The external audit function was tendered in September 2012, and is due to be retendered after the current audit 
process is complete. The Association will always 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 
2014 to 23 June 2015, the date of this report. 
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We have audited the financial statements of Merthyr Tydfil Housing Association Limited for the year 
ended 31 March 2015 which comprise the income and expenditure account, the statement of total 
recognised surpluses and deficits, the balance sheet, the 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’s members, as a body, in accordance with Section 87 of the 
Co-operative and Community Benefit Societies Act 2014.  Our audit work has been undertaken so that 
we might state to the Association’s members those matters we are required to state to them 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 and the Association’s members as a body, for 
our audit work, for this report, or for the opinions we have formed. 
 

Respective responsibilities of the board and auditors 

 
As explained more fully in the statement of board member responsibilities, the board members 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 Financial Reporting Council’s (FRC’s) Ethical Standards for Auditors.  
 

Scope of the audit of the financial statements 

 
A description of the scope of an audit of financial statements is provided on the FRC’s website at 
www.frc.org.uk/auditscopeukprivate. 

 

Opinion on financial statements 
 
In our opinion the financial statements:  
 

 give a true and fair view of the state of the society’s affairs as at 31 March 2015 and of its surplus 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 requirements of the Co-operative and Community Benefit 
Societies Act 2014, schedule 1 to the Housing Act 1996 and the Accounting Requirements for 
Registered Social Landlord’s General Determination (Wales) 2009. 

 

Opinion on other matters prescribed by the Housing association circular RSL 02/10: Internal 

controls and reporting 
 
With respect to the statement on internal financial controls on pages 6 to 8, in our opinion: 
 

 the board has provided the disclosures required by the Housing association circular RSL 02/10: 
Internal controls and reporting; and 

 the statement is not inconsistent with the information of which we are aware from our audit work on 
the financial statements. 

 
 
 
 
 
 
 

http://www.frc.org.uk/auditscopeukprivate
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Matters on which we are required to report by exception 
 
We have nothing to report in respect of the following matters where we are required to report to you if, in 
our opinion: 
 

 the information given in the Report of the Board for the financial year for which the financial 
statements are prepared is not consistent with the financial statements; 
 

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

 a satisfactory system of control has not been maintained over transactions; or 
 

 the financial statements are not in agreement with the accounting records and returns; or 
 

 we have not received all the information and explanations we require for our audit. 
 
 
 
 
 
 

BDO LLP, statutory auditor 
Bristol, UK 

 

23 June 2015 

 
 
BDO LLP is a limited liability partnership registered in England and Wales (with registered number 
OC305127).
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Notes 

 2015 

 

£ 

 2014 

 

£ 

Turnover 2  5,397,739  5,418,892 

Operating costs 2  (4,223,809)  (4,450,436) 

      

Operating surplus 5  1,173,930  968,456 

Deficit on the replacement of housing components   (78,015)  (97,179) 

Surplus/(Loss) on disposal of fixed assets   1,500  (671) 

      

   1,097,415  870,606 

Interest receivable and similar income   23,892  32,707 

Interest payable and similar charges 6  (627,871)  (580,086) 

      

      

Surplus for the Year 14  493,436  323,227 

 

 
All amounts relate to continuing activities. 
 
None of the Association's activities were acquired or discontinued during the above two financial years. 

 

 

Statement of total recognised surpluses and deficits 

 

 

 

 

  2015 

 

£ 

 2014 

 

£ 

Surplus for the Year   493,436  323,227 

Unrealised surplus on revaluation of investment 
property 

  -  1,233,359 

      

Total recognised surpluses and deficits for the 

financial year 

  493,436  1,556,586 
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Notes 

  

 

£ 

 2015 

 

£ 

  

 

£ 

 2014 

 

£ 

Tangible fixed assets 
Housing properties 

         

 -  Depreciated cost 7    59,369,922    59,262,043 

 -  Less SHG, HAG and other 
    government grants 
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(40,454,247) 

    
(39,984,472) 

     18,915,675    19,277,571 

Other 9    2,108,885    2,014,884 

Property   - Investments 7  138,150    183,135   

                - Less SHG   (138,150)  -  (164,625)  18,510 

Total fixed assets     21,024,560    21,310,965 

          

Current assets          

Debtors 10  533,425    815,039   

Investments   2,500,000    2,500,246   

Cash at bank and in hand   655,550    297,887   

   3,688,975    3,613,172   

Creditors: amounts falling due 
within one year 
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(2,129,567) 

    
(2,580,471) 

  

          

Net current assets     1,559,408    1,032,701 

          

Total assets less current 

Liabilities 

    22,583,968    22,343,666 

          

Creditors:  amounts falling due 
after more than one year 
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(15,753,016) 

    
(16,006,152) 

          

  
 
        

 

          

Net assets     6,830,952    6,337,514 

          

Capital and reserves          

Called up share capital 
Revaluation reserve 

13 
14 

   24 
1,233,359 

   26 
1,233,359 

Designated reserves 14    692,750    660,000 

Revenue reserves 14    4,904,819    4,444,129 

     6,830,952    6,337,514 

      
 
The financial statements on pages 11 to 30 were approved and authorised for issue by the Board of 
Management on 23 June 2015 and were signed on its behalf by: 

 

Board Member - 

 

 

  

Secretary - 

 

 

 

Board Member - 

Mr A Batley (Chair)   Mr R Humphreys 

   Mr G Davies (Treasurer) 
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Notes 

  

 

£ 

 2015 

 

£ 

  

 

£ 

 2014 

 

£ 

Net cash flow 

from operating activities 

 
      (i) 

    
2,562,636 

    
1,584,161 

          

Returns on investments and 

servicing of finance 

         

Interest received   32,181    49,768   

Interest paid   (628,921)    (588,914)   

          

Net cash outflow from returns on 
investments & servicing of finance 

     
(596,740) 

    
(539,146) 

          

          

Capital expenditure and  

financial investment 

         

Payments to acquire and 
develop housing properties 

  
 

 
(1,019,934) 

    
(251,060) 

  

Social Housing Grant received   -    235,545   

Other Capital Grants received   -    2,779,959   

Payments to acquire other fixed 
assets 

  (239,619)    (2,946,851)   

Payments to acquire replacement 
components 

   
(158,546) 

    
(479,778) 

  

Sale of property / land   147,633    84,000   

Cost of sale of property / land   -    (671)   

          

Net cash outflow from  
investing activities 

     
(1,270,466) 

    
(578,856) 

          

Net cash inflow before  

use of liquid resources  

and financing 

     
 

695,430 

    
 

466,159 

          

Management of liquid resources          

Cash movement in short-term 
deposits 

     
246 

    
499,754 

          

Financing 
Issue of Share Capital 
Housing loans repaid 
Housing loans received 

 
    (iv) 
     (iv) 
    (iv) 

  
2 

(738,015) 
400,000 

    
2 

(833,571) 
- 

  

     (338,013)    (833,569) 

          

Increase in cash  

in the year 

     
357,663 

    
132,344 
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(i)  Reconciliation of operating surplus to net cash inflow from operating activities 
 

 

 

 

 2015 

 

£ 

 2014 

 

£ 

Operating surplus  1,173,930  968,456 

Depreciation of housing properties  679,816  667,599 

Depreciation of other fixed assets  62,903  45,690 

Decrease/(Increase) in operating debtors  170,868  (181,069) 

Increase in operating creditors  475,119  83,485 

     

Net cash inflow from operating activities  2,562,636  1,584,161 

 
 

(ii)  Reconciliation of net cash flow to movement in net debt 
 

 

 

 

 2015 

£ 

 2014 

£ 

Increase in cash in the year  357,663  132,344 

     

Cash outflow from financing  338,015  833,571 

     

Movement in net debt in the year  695,678  965,915 

Net debt at beginning of year  (16,402,027)  (17,367,942) 

     

Net debt at end of year  (15,706,349)  (16,402,027) 

 
 

(iii)  Analysis of changes in net debt 
 

 

 

 

 

1 April 

2014 

£ 

 Cash 

Flows 

£ 

 Other 

chang

es 

£ 

 31 March 

2015 

£ 

Cash at bank and in hand 297,887  357,663  -  655,550 

Debt due within one year (737,645)  738,015  (741,965)  (741,595) 

Debt due after one year (15,962,269)  (400,000)  741,965  (15,620,304) 

        

Total (16,402,027)  695,678  -  (15,706,349) 
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(iv)  Analysis of changes in financing during the year 
 

 

 

 

 

Share capital  Housing Loans 

2015 

£ 

 2014 

£ 

 2015 

£ 

 2014 

£ 

 

At 1 April 2014 26  28  16,699,914    17,533,485  

Cash inflow 2  2  400,000  -  

Cash outflow -  -  (738,017)  (833,571)  

Non cash  
Movements 

 
(4) 

  
(4) 

  
- 

  
- 

 

         

At 31 March 2015 24  26  16,361,897  16,699,914  

 

 

 

(v) Non cash movements 
 

 

 

 

    2015 

    £ 

       2014 

         £ 

Share capital written back to reserves  (4)  (4) 
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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 (n) below. The financial statements have been prepared under the historical cost 
convention as modified by the revaluation of the freehold investment property and in accordance with 
applicable Accounting Standards and Statement of Recommended Practice (Accounting by Registered 
Social Housing Providers Update 2010), and in accordance with the requirements of The Accounting 
Requirements for Registered Social Landlords - General Determination (Wales) 2009. 
 

b) Turnover 
 
Turnover represents rental income and service charge income receivable and revenue grants from local 
authority, management fees and miscellaneous income. 
 
Management fees on local authority Supporting People contracts is included within “Other social housing 
activities” and described as “Supported People”.  
 
All income is recognised on a receivable basis. 
. 

c) Fixed assets-housing properties (land and buildings) 
 
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 £11,682,430 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. Staff time capitalised on the 
refurbishment of the Old Town Hall was based on an estimate of actual staff time involved. 
 
Where it is the Group’s policy to maintain properties in a continual state of sound repair, any permanent 
diminution in value of such properties is charged to the income and expenditure account.  The Board of 
Management has conducted an impairment review and is satisfied that there are no significant impairment 
issues. 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 
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It is the Association’s policy to maintain properties in a continual state of sound repair.  Any permanent 
diminution in value of such properties is charged to the income and expenditure account.  The Board of 
Management has conducts impairment reviews and is satisfied that there are no significant impairment issues. 
 

 

d) Social Housing Grant (SHG) 

 
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 Disposal Proceeds Fund. 
 

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 

 
In accordance with SSAP 19 the investment property is revalued annually to open market value and no 
depreciation is provided. The board consider that this accounting policy results in the financial statements 
giving a true and fair view. 
 
The aggregate surplus or deficit arising on revaluation is transferred to the revaluation reserve except where 
a deficit is deemed to represent a permanent diminution in value, in which case it is charged to the income 
and expenditure account. 
 

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. 
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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 Financial Reporting Standard 17 – 
Retirement Benefits (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. These are stated at the 
lower of cost and net realisable value. 

 

j) Finance Cost 

 
Finance costs are charged to the income and expenditure account over the term of the debt so that the 
amount charged is at a constant rate on the carrying amount. Finance costs include issue costs, which are 
initially recognised as a reduction in the proceeds of the associated capital instrument. 
 
Finance costs are capitalised in housing properties under construction up to the date of practical 
completion using a weighted average cost of borrowing.  

 

k) Value Added Tax 

 
The Association charges Value Added Tax (VAT) on some of its income and is able to recover part of the 
VAT it incurs on expenditure. The financial statements include VAT on expenditure to the extent that it is 
suffered by the group and not recoverable from HM Revenue & Customs. Recoverable VAT arises from 
partially exempt activities and is credited to the income and expenditure account. 
 

l) Operating leases 
 
Leasing charges in respect of operating leases are recognised in the income and expenditure account 
over the lives of the lease agreements as incurred.    
 

m) Taxation 
 
The Association have obtained charitable status under Section 485 (2) Corporation Tax Act 2010 and 
were therefore exempt from corporation tax on their primary activities. 
 

n) HomeBuy equity loans and related grants 

 
Under these arrangements the Association receives Social Housing Grant representing a maximum of 
30% of the open market purchase price of a property in order to advance interest free loans of the same 
amount to a homebuyer. The buyer meets the balance of the purchase price from a combination of 
personal mortgage and savings. Loans advanced by the Association under these arrangements are 
disclosed in the investments section of the balance sheet. 
 
In the event that the property is sold on the Association recovers the equivalent loaned percentage value 
of the property at the time of the sale. The grant becomes recyclable when the loans are repaid up to the 
amount of the original grant and to the extent the proceeds permit. The Association is able to retain any 
surplus proceeds less sale costs attributable to the equivalent loaned percentage share of the property. If 
there is a fall in the value of the property the shortfall of proceeds is offset against the recycled grant. 
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2(a)  Turnover and operating surplus by class of business 
 

   2015     2014  

 

 

 

 

Turnover 

 

£ 

 Operating 

costs 

£ 

 

 

 Operating 

surplus 

£ 

 Turnover 

 

£ 

Operating 

costs 

£ 

Operating 

surplus 

£ 

Social Housing 

Lettings 
4,773,646  (3,431,274)  1,342,372  4,789,620 (3,764,694) 1,024,926 

          

Other Social Housing 

Activities 
         

 
Supported People 
 

122,251  (50,943)  71,308  125,599 (51,980) 73,619 

Non Social Housing 

Activities 
         

Commercial Premises 48,781  (62,968)  (14,187)  45,355         (85,356)       (40,001) 

Magnet/Big Lottery  
 

20,964  (20,964)  -  8,404           (8,404)           - 

Other 233  (184,824)  (184,591)  47,997            (249,089)     (201,092) 

Old Town Hall 431,864  (472,836)  (40,972)  401,917            (290,913)       111,004 

 501,842  (741,592)  (239,750)  503,673 (633,762) (130,089) 

 
5,397,739  (4,223,809)  1,173,930  5,418,892 (4,450,436) 968,456 

 

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

 

 

 

General Needs 

and Sheltered 

Housing 

£ 

Supported 

Housing 

 

£ 

     2015 

 

 

£ 

   2014 

 

 

£ 

Income       

Rent Receivable 4,404,187 -  4,404,187  4,251,965 

Service Charges 199,840 -  199,840  207,790 

 4,604,027 -  4,604,027  4,459,755 

 
Income for Support Services 

 
- 

 
103,510 

 
 

103,510 
 

 
103,510 

Physical Adaptation Grants - 66,109  66,109  226,355 

 4,604,027 169,619  4,773,646  4,789,620 

       

Expenditure       

Management Costs 602,143 -  602,143  586,385 

Service Charge Costs 228,270 -  228,270  203,481 

Routine Maintenance 992,907 -  992,907  1,427,827 

Major Repairs/Planned Maintenance  618,046 -  618,046  639,267 

Bad Debts 30,550 -  30,550  32,014 

Depreciation of Housing Properties  679,816 -  679,816  667,599 

Other 176,032 103,510  279,542  208,121 

 3,327,764 103,510  3,431,274  3,764,694 
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2(b)  Particulars of Income & Expenditure from Social Housing Lettings (continued) 
 
Rents from Social Housing Lettings include £41,351 (2014: £20,724) 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 £48,788 
(2014: £56,567). 
 

 

3  Board of Management and executive's officer’s emoluments 
 
The remuneration paid to officers and the executive officers of the Association was: 
 

 

 

 2015 

£ 

 2014 

£ 
 
Emoluments (including pension contributions and benefits in kind) 

  
204,129 

  
188,087 

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

  
 

63,208 

  
 

69,075 

 
Both Chief Executives were ordinary members of the Association's pension scheme, more details of which  
are provided in note 18. 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 (2014: £nil).  
 
 
       

4  Employee information 

 

 

 2015 

Number 

 2014 

Number 

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

  
47 

  
44 

 

Staff costs (for the above): 

 

 

 2015 

£ 

 2014 

£ 

Wages and salaries  1,197,149  1,119,040 

Social security costs  94,047  90,666 

Pension costs (note 18)  170,069  168,613 

     

  1,461,265  1,378,319 

 
5  Operating surplus  2015 

£ 

 2014 

          £ 

 
The operating surplus is stated after charging:     

Depreciation of housing properties (note 7)  679,816  667,599 

Depreciation of other fixed assets (note 9)  62,903  45,690 

Operating lease charges  11,229  11,170 

Auditor’s remuneration (including VAT) for:     

            Audit  12,900  12,600 
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6  Interest payable and similar charges 

 

 

      2015 

    £ 

     2014 

    £ 

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

 
627,871 

  
580,086 

 
During the year no interest was capitalised in respect of capital projects (2014: £nil). 

 
 

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 2014  62,153,683 343,876 62,497,559 633,791         632             634,423        63,131,982 

 
Additions 
 

 
15,767 

 
994,683 

 
1,010,450 

 
- 

 
- 

 
- 

 
  1,010,450 

 
Replacement 
components in the 
year 

 
 

158,546 

 
 

- 

 
 

158,546 

 
 

- 

 
 

- 

 
 

- 

 
 

158,546 

 
Component 
disposals 

 
 

(108,541) 

 
 

- 

 
 

(108,541) 

 
 

- 

 
 

- 

 
 

- 

 
 

(108,541) 
 
Disposals  

 
(312,498) 

 
---- 

 
(312,498) 

 
- 

 
 

 
- 
 

(312,498) 
        

At 31 March 2015 61,906,957 1,338,559 63,245,516 633,791         632             634,423 63,879,939 

 

Depreciation 

 

       

At 1 April 2014  3,848,987   - 3,848,987 20,952 - 20,952        3,869,939 

        

Charge for the year 673,755 - 673,755 6,061 - 6,061 679,816 

Component 
disposals 

(30,526) - (30,526) - - - (30,526) 

Eliminated on 
Disposal 

(9,212) - (9,212) - - - (9,212) 

        

At 31 March 2015 4,483,004 - 4,483,004 27,013 - 27,013 4,510,017 

 

Net Book Value 
       

At 31 March 2015 57,423,953 1,338,559 58,762,512 606,778 632 607,410 59,369,922 

 
At 31 March 2014 58,304,696 343,876 58,648,572 612,839 632      613,471     59,262,043 
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7 Tangible fixed assets - housing properties (continued) 
 
The Association holds an investment of £138,150 in Homebuy properties (2014: £138,150). The total SHG 
relating to this investment is £138,150 (2014: £138,150). These figures are shown separately on the 
balance sheet. 
 
All units owned by the Association at 31 March 2015 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 grants 

 

 

 

 

 Cost 

Housing properties held for letting Properties  held for non-social 

housing 

TOTAL 

 

 

Completed 

£ 

Under 

construction 

£ 

 

Total 

£ 

 

Completed 

£ 

Under 

construction 

£ 

 

Total 

£ 

 

£ 

At 1 April 2014 39,142,931 229,573 39,372,504 611,968 - 611,968 39,984,472 

  
 
Property Disposals  

 
(174,976) 

 
- 

 
(174,976) 

 
- 

 
- 

 
- 

 
 

(174,976) 

 
 Receivable 
 

 644,751 644,751 - - - 644,751 

At 31 March 2015 38,967,955 874,324 39,842,279 611,968 - 611,968 40,454,247 

 
 

       

i. All units owned by the Association at 31 March 2015 are classified as in management in accordance with 
guidelines and definitions provided by the Welsh Government.  
 

ii.  
The aggregate SHG, HAG and other grants received as at 31 March 2015 was: 

 
 2015 

£ 

 2014 

£ 
Capital grants   49,923,275  49,726,775 

Revenue grants  3,043,659  2,977,549 

 
52,966,934 

     
52,704,324 

 
 
 
 
 
 

The total net book value of housing properties comprises: 
 

 2015 
£ 

 2014 
£ 

Freehold property  58,291,509  58,166,908 

Long leasehold property  85,264  86,587 

Short leasehold property  993,149  1,008,548 

     

  59,369,922  59,262,043 
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9 Tangible fixed              

assets - other 

 

 

Cost or valuation 

 

Freehold 

offices & 

stores 

£ 

  

Freehold 

investment 

property 

£ 

  

Office 

furniture & 

equipment 

£ 

  

Motor 

vehicles 

 

£ 

  

Service  

charged 

assets 

£ 

  

 

Total 

 

£ 
At 1 April 2014 616,942  1,420,000  311,328  77,606  135,365  2,561,241 

 
Additions 
 

 
92,109 

 

  
- 
 

  
61,531 

 

  
- 
 

  
3,264 

 

  
156,904 

At 31 March 2015 709,051  1,420,000  372,859  77,606  138,629  2,718,145 

 

Depreciation 
           

At 1 April 2014 150,088  -  196,517  64,435  135,317        546,357 

Charge for the year 10,955  -  44,740  3,946  3,262  62,903 

            

At 31 March 2015 161,043  -  241,257  68,381  138,579  609,260 

 

Net Book Value 
           

At 31 March 2015 548,008  1,420,000  131,602  9,225  50  2,108,885 

            

At 31 March 2014 466,854  1,420,000  114,811  13,171  48  2,014,884 

 
The Old Town Hall was revalued on 28 November 2013 by Alder King LLP Chartered Surveyors at open 
market value. This valuation has been taken in to consideration by the Board at 31 March 2015 and is deemed 
to still be current and appropriate as the carrying value for this investment. 
 

10  Debtors 

 

Amounts falling due within one year 

 

£ 

 2015 

£ 

  

£ 

 2014 

£ 

Rent arrears – housing properties 118,852    122,046   

Less:  provision for bad and doubtful debts (23,385)    (16,174)   

   95,467    105,872 

Other debtors   358,161    639,175 

Prepayments   79,797    69,992 

   533,425    815,039 

 
Other debtors include amounts of £188,549 of capital works from Heritage Lottery Fund in respect of the Old  
Town Hall redevelopment (2014: £307,046). 
 

11  Creditors:  amounts falling due within one year 

 

    2015 

     £ 

    2014 

    £ 
SHG in advance 
Housing loans 

 - 
741,595 

 628,525 
737,645 

Trade creditors  224,305  220,226 

Capital creditors  107,849  275,275 

Other tax and social security  43,694  47,673 
Other creditors  126,796  61,191 

Accruals and Deferred Income  881,166  608,404 

Deferred Income – Big Lottery  4,162  1,532 

     

   2,129,567  2,580,471 
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12  Creditors:  amounts falling due after more than one year 

 

 2015 

£ 

 2014 

£ 
Housing loans  15,620,304  15,962,269 

Recycling capital grant fund  132,712  43,883 

     

  15,753,016  16,006,152 

 
 Disposal 

Proceeds Fund 

£ 

Recycled Capital 

Grant Fund 

£ 

2015 

Total 

£ 

 2014 

Total 

£ 
 At 1 April 2014     43,883 -  43,883  - 
Grant recycling adjustment 
during year  

 
  88,829 

 
- 

 
88,829 

  
43,883 

At 31 March 2015  
132,712 

 
- 

 
132,172 

  
43,883 

      
Due in  >1 year 132,712 - 132,712  43,883 

 

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 0.81%. Other loans are repayable at a fixed rate of interest of between 
5.44% and 11.32%. 
 
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 

 

 

 2015 

£ 

 2014 

£ 

One year or less  741,595  737,645 

Between one and two years  746,046  741,591 

Between two and five years  1,962,113  2,141,063 

In five years or more  12,912,145  13,079,615 

     

  16,361,899  16,699,914 

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 Government consent. The amount shown in creditors 
has been calculated in accordance with current guidelines. 
 
 
 
 

13   Called-up share capital 

 
Allotted, issued and fully paid: 

 2015 

£ 

 2014 

£ 

At 1 April 2014  26  28 

Shares written back to reserves 
Issued 

 (4) 
2 

 (4) 
2 

     

At 31 March 2015  24  26 
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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. 
 

14    Reserves 
 

 

 

 Revaluation 

reserve 

 

£ 

Major 

repairs 

 

£ 

 Revenue 

reserve 

 

£ 

   Total 

reserves 

 

£ 

As at 1 April 2014  1,233,359 660,000  4,444,129    6,337,488 

Surplus for the year  - -  493,436    493,436 

Transfer to Major Repair Reserves  - 32,750  (32,750)    - 

Shares written back  - -  4    4 

As at 31 March 2015  1,233,359 692,750  4,904,819    6,830,928 

 

15   Capital commitments 

  2015 

 

£ 

 2014 

 

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

 

  
483,344 

  
1,332,506 

Replacement components authorised but not contracted for  -  622,500 

 
Capital commitments relate to Old School Close £393,344 and Miners’ Arms £90,000 (2014: Old School Close 
£1,332,506). 

 

 

 

16  Operating lease commitments 
 
The Association holds several short-term office equipment leases, the annual commitment of which is 
£5,467 (2014: £11,170) annual operating lease commitments for leases expire in: 
     

  Equipment  Land and buildings 

         2015 

       £ 
         

       2014 

       £ 
          

        2015 

       £ 
         

       2014 

       £ 
          

Less than 1 year  31 -  - - 

1 to 2 years  1,856     

2 to 5 years  4,296 11,170  - - 

  

17 Pensions 

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

ii. The Scheme 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’. 
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iii. 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: 
 

a. Final salary with a 1/60th accrual rate. 
 

b. Final salary with a 1/70th accrual rate. 
 

c. Career average revalued earnings (CARE) with a 1/60th
 
accrual rate. 

 
From April 2010 a further two defined benefit structures have been available, namely: 

 
a. Final salary with a 1/80th accrual rate. 

 
b. Career average revalued earnings (CARE) with a 1/80th accrual rate. 

 
A defined contribution benefit structure was made available from 1 October 2010.  
 
A Career average revalued earnings (CARE) structure with a 1/120th accrual rate was made available 
from 1 April 2013. This structure is contracted-in to the State Second Pension scheme. 

 
iv. An employer can elect to operate different benefit structures for their active members and their new 

entrants. An employer can operate one open defined benefit structure plus CARE 1/120
th
, plus the 

defined contribution benefit structure at any one time. An open benefit structure is one which new 
entrants are able to join. 
 

v. The Association currently operates both the final salary with a 1/60th accrual rate and the defined 
contribution benefit structure for active members.  
 

vi. 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.  
 

vii. 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. 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. 
 

viii. During the accounting period the Association paid contributions at the rate of 6% to 9.05% and member 
contributions varied between 3% and 10.75% . 

 
ix. 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 £693,395. The 
Association continues to offer membership of the Scheme to its employees. 
 

x. 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.  
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xi. The last formal valuation of the Scheme was performed as at 30 September 2011 by a professionally 
qualified Actuary using the Projected Unit Method. The market value of the Scheme’s assets at the 
valuation date was £2,062 million. The valuation revealed a shortfall of assets compared with the value of 
liabilities of £1,035 million, equivalent to a past service funding level of 67.0%. 

 

xii. The Scheme Actuary is currently finalising the 2014 valuation but key provisional results have been 
confirmed. As at 30 September 2014, the market value of the Scheme’s assets was £3,123 million. There 
was a shortfall of assets compared with the value of liabilities of £1,323 million, equivalent to a past service 
funding level of 70%. 

 

xiii. The financial assumptions underlying the valuation as at 30 September 2011 were as follows: 
 

Valuation Discount Rates: % p.a. 

   Pre-Retirement 7.0 

   Non Pensioner Post Retirement 4.2 

   Pensioner Post Retirement 4.2 

   Pensionable Earnings Growth 2.5 per annum for 3 years, then 4.4 

   Price Inflation (RPI) 2.9 

Pension Increases: 

   Pre 88 GMP 0.0 

   Post 88 GMP 2.0 

   Excess Over GMP 2.4 

 
Expenses for death-in-service insurance, administration and Pension Protection Fund (PPF) levy are 
included in the contribution rate. 

 
xiv. The valuation was carried out using the following demographic assumptions: 

 

Mortality pre-retirement – 41% SAPS S1 Male / Female All Pensioners (amounts), Year of Birth, CMI_2009 
projections with long term improvement rates of 1.5% p.a. for Males and 1.25% p.a. for Females. 
 
Mortality post retirement – 97% SAPS S1 Male / Female All Pensioners (amounts), Year of Birth, CMI_2009 
projections with long term improvement rates of 1.5% p.a. for Males and 1.25% p.a. for Females. 

 
 

xv. The long-term joint contribution rates required from April 2013 from employers and members to meet the 
cost of future benefit accrual were assessed at: 

 

Benefit 

Structure 

Long-term Joint Contribution Rate 

(% of pensionable salaries) 

Final salary with a 1/60th accrual rate 19.4 

Final salary with a 1/70th accrual rate 16.9 

Career average revalued earnings (CARE) 
with a 1/60th

 
accrual rate 

 
18.1 

Final salary with a 1/80th accrual rate 14.8 

Career average revalued earnings (CARE) 
with a 1/80th

 
accrual rate 

14.0 

Career average revalued earnings (CARE) 
with a 1/120th

 
accrual rate 

9.7 

 
xvi. 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. 
 

xvii. Following consideration of the results of the actuarial valuation it was agreed that the shortfall of £1,035 
million would be dealt with by the payment of deficit contributions as shown in the table below: 
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From 1 April 2013 to 30 September 2020 

A cash amount(*) equivalent to 7.5% of 
members’ earnings per annum 

(payable monthly and increasing by 4.7% per annum 
each 1 April) 

From 1 October 2020 to 30 September 2023 

A cash amount(*) equivalent to 3.1% of 
members’ earnings per annum 

(payable monthly and increasing by 4.7% per annum 
each 1 April) 

From 1 April 2013 to 30 September 2026 
£30,640,000 per annum 

(payable monthly and increasing by 3% per annum 
each 1 April; first increase on 1 April 2014) 

 
(*) The contributions of 7.5% will be expressed in nominal pound terms (for each employer), increasing 
each year in line with the earnings growth assumption used in the 30 September 2008 valuation (i.e. 4.7% 
per annum). The contributions of 3.1% will be calculated by proportioning the nominal pound payment at the 
time of the change. Earnings at 30 September 2008 (for each Employer) will be used as the reference point 
for calculating these contributions. 

 

These deficit contributions are in addition to the long-term joint contribution rates as set out in paragraph 15 

above. 

 
xviii. Employers that participate in the Scheme on a non-contributory basis pay a joint contribution rate (i.e. a 

combined employer and employee rate).  
 

xix. Employers that have closed the defined benefit section of the Scheme to new entrants are required to pay 
an additional employer contribution loading of 2.5% to reflect the higher costs of a closed arrangement. 

 

xx. 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 the 
Scheme. 

 

xxi. 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. 

 

xxii. 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). 

 

xxiii. 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. 

 

xxiv. 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. 
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xxv. 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. 

 
xxvi. The Association has been notified by The Pensions Trust of the estimated employer debt on withdrawal from 

the Scheme, based on the financial position of the Scheme as at 30 September 2014. At this date the 
estimated employer debt for the Association was £6,676,533. 
 

 

Point of Note: 
 
FRC issued a new reporting standard early in 2013: FRS 102 is the Financial Reporting Standard (FRS) 
applicable in the UK and Republic of Ireland (known as new UK and Irish GAAP). The mandatory effective date 
for the new framework of reporting is for financial years beginning on or after 1 January 2015. Early adoption is 
available.  
 
The standard directs that sponsoring employers should disclose the net present value of agreed deficit 
repayments on their balance sheets i.e. recognising the contingent liability.  As a consequence the reader will 
see the immediate impact on the financial statements. 
 

17a 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 30 September 2013.  As of this date the 
estimated employer debt for the association was £33,285 (including Series 3 liabilities) and £42,606 (excluding 
series 3 liabilities). There is no current intention to leave the Plan and trigger the contingent liability. 
 

 

18  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. 
 
In addition members have declared interests as follows; 
 
Ms A Roberts  - Member of the Board of Management of Voluntary Action Merthyr Tydfil (VAMT)    
 
During the year Big Lottery Funding for the Magnet Project of £23,593 (2014:£9,936) was received from VAMT. 
 
VAMT also rented meeting space at Redhouse for £612 (2014:nil) 

 
 



MERTHYR TYDFIL HOUSING ASSOCIATION LIMITED 

ANNUAL REPORT AND FINANCIAL STATEMENTS 

Year ended 31 March 2015 

 

Notes to the Financial Statements 

 30 

19 Number of units in management 

 

 

 

2015 

Number 

2014   

 Number 

 Social 

Housing 

Non-Social 

Housing 

Total Social 

Housing 

Non-Social 

Housing 

Total 

At 31 March  1,125 7 1,132 1,130 7 1,137 

 
 
 

20 Establishment of the Association 
  
The Association is incorporated under The Co-Operative and Community Benefit Societies Act 2014 
and is registered with the Welsh Government, registration number LO42. 
 
 


