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Chair’s Statement
2017/18 saw a continuation of challenges begun in 2015/16, with the implementation of a further cut in rents
(brought about by the regulations arising from the Government’s budget of 2015) and the continued roll out of
Universal Credit. The Society has responded to these issues by vigilant scrutiny of its cost base combined with
an increased focus on supporting tenants through the changes to the housing benefit reforms.
In spite of the prevailing economic climate, the Society continued to invest heavily in much needed new homes
for the people of the South West. The Society completed 30 new homes during the year at Cullompton and
Othery and closed the year with 611 properties to rent and 56 shared ownership properties. The homes at Othery
were built using new construction techniques, which reduced the build time compared to approaches that are
more traditional, and these homes included innovative new heating systems, which should result in lower energy
costs for our tenants in the future.
The Society continues to look for new development opportunities and has started on site in Mark, a scheme that
will deliver 12 new homes for rent. The Society also has a pipeline of small rural development sites which it will
continue to progress during the coming months.
A stock rationalisation review was undertaken during the year, which highlighted development and sales
opportunities that could be generated from the existing stock. Portions of larger gardens at two properties in
Bridgwater were sold for development. Garages units held in locations such as Bridgwater, Calne and Yate were
earmarked for sale and some garage sales have been undertaken during the year.
This year we hosted a conference, which was attendeded, by our development partners and many other
stakeholders, including tenants. This and other events showcase the good work that the Society carries out in
the development of new homes and maintains its profile as an important contributor to the provision of
affordable homes in rural areas of the South West. The Society also supported a number of community based
groups and initiatives with donations from its Community Fund. For further information, please look at our web
site www.swhs.org.uk.
The Society completed a major project on log built retaining walls at our Okehampton scheme in the last quarter
of 2017/18. This project involved the re-modelling and re-engineering of retaining walls around the gardens and
properties within the development at Hillside Drive. The project represented a substantial investment for the
Society (£0.4M), which will reap the benefits of lower maintenance costs going forward. Tenants will be able to
enjoy the improved look of the new groundworks.
Every year, the Society undertakes replacement programmes for a variety of key housing components, such as
heating systems, kitchens and roofs. This is in line with the Society’s commitment to maintaining its properties
at Decent Home Standards for our residents. During 2017/18, £96K was spent on this activity with nine kitchens,
a roof, three heating systems, a programme of door and window replacement and replacement of some
soffits/fascias being undertaken.
The threat of increased rent arrears arising from the further rollout of Universal Credit remains a key risk for the
Society. Last year, we invested in additional housing management resources to help overcome problems that
this benefit change may cause for our tenants and this additional support has proved beneficial. We continue to
have low rent arrears, with 2017/18 ending with the arrears at 2.2%, a slight reduction on last year, even though
Universal Credit now extends across a larger area. Rent collection also improved by 0.1% on the previous year
to close at 99.9%.
Rental Income for the year amounted to £3.6M, an improvement of £0.3M, with expansion in the Society’s rental
base helping to offset regulatory rent reductions. Once again, the Society is pleased to report a retained surplus
for the year, which amounted to £1.0M, up on last year by £0.3M, with the decision to capitalise the costs of the
log wall project at Okehampton adding £0.4M to the bottom line, which also benefitted from profits arising from
the sales coming out of the stock rationalisation review.
The Society needs and has a strong governance structure in place. The board continues to meet four times per year
and is ably supported by the Audit and Risk and Remunerations committees. The Board keeps up to date with the
opportunities and challenges the Society faces from the operating environment in which the housing sector
2

SOUTH WESTERN HOUSING SOCIETY LIMITED
Financial statements for the year ended 31 March 2018

operates. Members also receive ongoing training and information on the challenges and risks to the ongoing
business of the Society.
There have been some changes in the Board in the past twelve months, with two resignations during the year.
David Mansfield resigned in October 2017 and Janet Reilly in January 2018. I would like to thank both of them for
their contribution and service to the Board. New faces will be joining in the coming months and they will bring
expertise in a variety of fields. This will support the governance structure as the Society works and continues to
provide excellent levels of customer service to its tenants through these times of continuing uncertainty.
Finally, I would like to thank all my fellow Board Directors, the Executive Team and staff for their continued hard
work and support. I look forward to the Society continuing to provide high quality services to our customers and
providing new affordable homes to those in housing need in the coming year.

Robert Chapman
Chair

Date

3

SOUTH WESTERN HOUSING SOCIETY LIMITED
Financial statements for the year ended 31 March 2018

Strategic Report
For the year ending 31st March 2018
Business model
The Society is not part of a group but has a dormant subsidiary SWHNC Limited. The Society owns its registered
office in Rooksbridge, Somerset.
As at the 31 March 2018, the Society has 667 properties and operates three main key business streams:




General needs housing for rent, primarily by families who are unable to rent or buy at open market
rates. These properties are at both affordable and social rents;
Housing for older people. The Society has 61 properties for rent in this category;
Low cost home ownership i.e. shared ownership properties whereby residents purchase a share of the
equity in their homes and pay rent to the Society on the remainder. Some of these are able to staircase
to 100% ownership.

The Society focusses on providing homes in small market towns and rural areas. The Society operates throughout
the South West with the majority of properties in Somerset and Devon, although it owns properties in
Gloucestershire, Wiltshire and Dorset.
The focus for new development is new homes for rent and low cost home ownership in Somerset and Devon.
The Society is a member of Partnership South West providing access to grant funding under the Homes England
Affordable Housing Programmes (AHP).
The Board has agreed its risk appetite and takes all decisions within the agreed risk parameters.
The Board of South Western Housing Society (SWHS) is pleased to present its report together with the audited
financial statements for the year ended 31 March 2018.
Principal activities, business review and future developments
The principal activity of the Society is the provision of affordable rented housing for families in rural areas of the
southwest region of England in accordance with our rules. At the end of the financial year, the Society owned
667 properties with 611 for rent and 56 for shared ownership. Over the last ten years the Society has taken
advantage of government grant, sale of high value property and private finance to grow by more than 164%
(since 2008). We have reviewed our development policy as a result of the Government emphasis on home
ownership but are optimistic that there will be some grant available in the future.
The Society is well positioned financially to continue it’s strategy of sustainable growth, having sufficient financial
capacity to develop in areas where affordable housing is in great demand. It currently has unutilised funds
available for appropriate development opportunities.
However, the society is also in a position to ensure that existing tenants live in quality homes and will invest
appropriately to maintain its existing housing stock in good condition for its customers.
During the year, the Society completed a project to replace the log walls surrounding some of its properties in
Okehampton. The costs associated with this project amounted to an investment of £370K, which is in addition
to the long-term cyclical component replacement programme.
Objectives and Strategy
The Society's objectives and strategy are set out in the Business Plan that is reviewed and approved by the Board
each year. The financial plan is that built around the strategic direction and again is subject to approval each year
by the Board. An overview of the achievements against the four objectives during the year are summarised below
with more detail outlined elsewhere in the report.
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Objective
 We will invest in and maintain
our existing assets to support
our aspirations

 We will achieve sustainable
growth

 We will invest in our people
and the organisation to
secure positive outcomes for
residents

 We will put value for money
at the heart of what we do

Performance 2017-2018
 Completed the Log Walls Project at Okehampton.
 Provided nine new kitchens.
 Provided new heating systems at three properties and new doors and
windows at nine properties.
 Completed a full stock condition survey to ensure that all inventory
information is up to date.
 Developed and sold eight shared ownership properties in Cullompton.
 Completed and let six new low energy, passive homes in Othery.
 Started on site development in Mark, which will provide twelve
homes for rent late 2018.
 Invested in training for staff and provided appropriate resourcing to
support tenants, especially those moving to Universal Credit.
 Contained the impact of Universal Credit.
 Kept up a high utilisation of housing stock, by minimising re-let times
(9.41 days).
 Encouraged tenant engagement via the SWHS Conference in October
2017





Supported tenants and communities via the Society’s Community and
Hardship funds.
Achieved an operating surplus of 37.3% on turnover.
Produced £5K of administration savings and £15K of operational
savings during the financial year.
Completed the Log Walls Project, under budget.

The Society operates in a broad area both geographically and in the operational sense. The main highlights and
the resources required to meet its objectives are captured below.
Customers and Communities
Recognising the rural nature and size of the communities the Society serves it is important that the Society not
only provides quality homes but also helps to invest in community led initiatives.
The Society set funds aside for community initiatives. The donations made were varied but meaningful to the
communities in receipt of them. For example, this year the Society made donations to various worthy community
initiatives including:






Cotford St. Luke primary school.
1st Lapford Scout group.
St. Mary’s church, East Brent.
Lympsham village shop.
Moors Youth football club.

Other one off donations were made to customers with specific needs such as carpeting (seven households).
Other initiatives organised by the Society included the following events:




Tenants BBQ at Cullompton (26 July 2017);
Rural Housing Week (3 – 7 July 2017; National Housing Federation initiative).
The Society hosted a conference in October 2017. Key stakeholders from across the region were
invited to attend and speak, along with tenants.
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Fig. 1 SWHS Conference

Fig. 2 SWHS Conference

The Star satisfaction survey for all tenants was carried out in 2016. Overall satisfaction with the services provided
by the Society stood at 92% with 94% satisfied with the quality of their homes. The next survey is due during
2019.
Performance indicators for key operational services provided by the housing operations team were positive:
Indicator
Rent Collection
Current Tenant Arrears
Average Re-let time
Void Loss
ASB urgent cases responded to in target
Satisfaction with Complaints handling
RIDDOR Accidents

Year End
2017/2018
99.9%
2.19%
9.41 days

2017/18
Target
100%
2.6%
18.00 days

Year End
2016/17
99.8%
2.29%
11.59 days

0.20%
100%
100%
None

0.30%
100%
100%
None

0.18%
100%
100%
None

Asset Management
In the last year, the Society began work on a full stock condition survey programme to assess all properties and
this exercise was completed in December 2017.
A stock rationalisation review was undertaken, which highlighted development and sales opportunities that
could be generated from the existing stock. Portions of larger gardens at two properties in Bridgwater were sold
for development. Garage units held in locations such as Bridgwater, Calne and Yate were earmarked for sale and
some garage sales have been undertaken during the year.
Additionally, some other minor changes were made which included the disposal of 3 Alpha Cottages in Kingston
St. Mary and one shared ownership which stair-cased to 100% ownership (2 Exe View, Silverton).
SWHS also completed its planned component replacement programme for items such as kitchens, heating,
windows and doors, roofing etc. at a cost of £96K, having spent £481K over the past three years on replacing old
components.
During the year, work completed on a major project to re-engineer retaining walls at properties in Hillside Drive,
Oakhampton (See figures 3 and 4).
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Fig. 3 Okehampton prior to major upgrade works
(example of one area requiring re-engineering).

Fig. 4 Example of upgrade work on completion of
the Log Walls Project at Okehampton.

The Society strives to ensure that tenants receive a high quality repairs and maintenance service for their homes.
High satisfaction levels have been achieved and costs are controlled by regularly tendering for services. The main
repairs and maintenance contract was re-tendered during 2016/17 (three year contract). This arrangement has
proved satisfactory and there were 896 responsive repairs in the year, 61 more than the previous year.
During the year the Society also updated 32 void properties in preparation for new tenancies at a cost of £28K.
This included all the statutory certifications required when re-letting a property.
The key performance indicators for the year 2017/18 were as follows:
Indicator
Emergency Repairs

Year End
2017/18
100%

Target
2017/18
100%

Year End
2016/17
100%

Appointed Repairs

100%

98%

100%

Repairs Achieving First Fix
Customer Satisfaction- (Repairs)
Customer Satisfaction- (Gas)
Gas Compliance

98.8%
98.5%
99.7%
100%

98.0%
97.0%
98.0%
100%

98.8%
98.5%
99.7%
100%

Development
During the year, the Society completed the development of eight shared ownership homes and 16 rental
properties in Cullompton, Devon (Fig. 5 and 6). Six rental properties were also completed during December 2017,
in Othery, Somerset (Fig. 7 and 8).

Fig. 5 Cullompton – Bowling Green View

Fig. 6 Cullompton – Bowling Green View

The development at Othery incorporated new building techniques and the buildings are low energy, ‘passive
homes’ which should lead to lower heating costs for tenants.
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Fig. 7 Othery

Fig. 8 Othery

The investment in new homes will lead to the generation of more income for the Society that will, in turn support
the development of further new homes and improvements to services.
There were no requirements for an impairment review of either part or the whole stock.
Staffing
The Society closed the year with a total headcount of 14 staff. The long standing Finance Director left the
organisation in May 2018 and was replaced on a temporary basis by an interim. Recruitment was then
undertaken for a new Finance Director, who joined the Society in September 2017.
As at March 2018, the Society’s structure was as shown below:

The Society continues to support an apprentice training programme, which has been very successful. The two
previous local apprentice appointments were a success and as a result were retained by the Society in a full time
capacity. The Society recruited a new apprentice in 2017/18.
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The staff performed very well during the year as can be seen by the outcomes on the performance indicators.
This is especially so as the ongoing rollout of Universal Credit continues to drive increased needs for tenant
support.
Short-term absences were at 2.08% and staff turnover was at 7%.
The payroll cost of permanent staff compared to turnover for the 2017/18 amounted to 13.7%, a reduction on
the previous year (2016/17: 14.5%). However, if temporary staffing and recruitment costs are included, then
2017/18 fared slightly worse than the prior year, reflecting the need to hire interim assistance to cover the
departure of the Finance Director in May 2017 and a member of staff who was long term sick during the year.
Going forward, the Society aims to sustain a continued reduction in the staff costs : turnover ratio as properties
(and rental volumes) increase.
A review of pay and benefits was undertaken in 2016/17 and staff were paid revised market salaries. Salaries and
benefits will be benchmarked again in 2019/20.
During 2017/18 two additional benefits were introduced:
Staff were given the option to buy and sell annual leave (subject to certain restrictions); and
A discretionary performance related pay award was paid (based on the achievement of Board approved
performance targets).




For 2018/19, the Board have approved pay changes for a small number of staff, based on a mixture of increasing
experience, change of job scope and market rate criteria. A moderate, general pay increase has been approved
for all other staff.
The Society values its investment in an apprenticeship programme, believing it to give young people an
opportunity to gain work experience and training and hopes that it will be able to continue this scheme in the
future, particularly where it can assist the communities it serves and contribute to the development of people
and employment opportunities for those people who live in its area of operation.
Risk
Risk is a high priority for the Board with a clear risk appetite and a risk map that is reviewed by the Board regularly.
The Audit and Risk Committee review the risk map at every meeting and by the Executive Team monthly.
For the Society, managing risk is as much about ensuring that we take advantage of opportunities as well as
managing threats. The Board has taken the lead in redefining our approach to risk and agreeing its risk appetite.
At each meeting the Board allocates time to consider its key risks and horizon scan for potential opportunities as
well as threats to the Society. The Audit and Risk Committee reviews in detail the risk map at its meetings
throughout the year and advises the Board of its observations.
The Executive Team carries out monthly reviews and updates the risk map. The revised risk map is then
presented to the next Audit and Risk Committee and Board for discussion and approval.
The latest top five risks as at the year-end are shown below (these are due to be reviewed by Audit and Risk
Committee at its meeting in May 2018):

Placing Risk
1

Breach of covenants (lenders would
have the right for funding to be repaid).

Current Actions




Robust reporting monthly to the Exec team and
quarterly to the Board. Included in reports are
actual monthly calculations of the covenant values
and their associated budgeted equivalents.
Business Planning processes pick up the longer
term future covenant values and these are
reported to the Board.
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Placing Risk
2

3

Risk to income stream arising from
tenants’ inability to pay rents.
Tenants potentially impacted by the
implementation of universal credit
and other changes to the benefits
system combined with the increased
cost of living.
Interest rates increase higher than
assumed in the Board approved
business plan.

Current Actions







4

Further imposition of rent reductions
by government




5

Cyber attack on the Society’s IT
systems.









Triage system in place to assess affordability at
point of letting.
Housing management team receive regular
training on how to support tenants with financial
difficulties and regular performance monitoring of
individual rent accounts takes place weekly.
Close Exec monitoring of all tenants on Universal
Credit.
Actions currently underway to convert expensive
LIBOR based financing to fixed rate long term
funding, which improves the fixed to floating rate
ratio of debt within the portfolio (expected end of
Q2 2018).
Business Plan has been tested against higher
interest rate levels and has proved robust.
No further development takes place without Board
scrutiny.
Annual planning processes take rent reductions into
account and costs are managed accordingly.
Back up all SWHS systems to VEEAM - virtual
service managed by the Society's external IT
provider.
Insurance cover for cyber incidents has been put in
place.
Anti-virus software in place (Firewall).
Daily back-ups.
Retail banking sends regular alerts regarding
online fraud (sent on to all staff).
Annual staff training regarding fraud.

Work continues on a rolling basis to manage and mitigate risks, ensure assurance activities are carried out and
plan for future potential events.
Finance and Treasury
2017/18 saw social housing letting incomes from the Society’s portfolio increase overall by £271K to close at
£3.55M. This represented an increase of 8.3% on the prior year (2017: -0.27%). This is a positive result for the
Society, which introduced a further rent reduction of 1% in April 2017. New rental incomes from properties at
Othery and Cullompton came into the housing stock during the year, helping to mitigate rent reductions. Total
turnover of £4.3M included the sale of first tranche shared ownerships at Cullompton, with a total value of £0.7M
(no shared ownership sales in the prior year).
Operating costs excluding housing depreciation for the year amounted to £1.45M, a small reduction on the prior
year.
Once again, the Society is pleased to report an operating surplus for the year, which amounted to £1.46M, up on
last year by £0.35M, with the decision to capitalise the costs of the log wall project at Okehampton adding
£0.37M to the bottom line, which also benefitted from profits arising from the sales coming out of the stock
rationalisation review (0.14M). The operating surplus as a percentage of turnover was 34.2% (2017: 33.7%).
Interest and financing charges of £0.47M showed an increase on the prior year of £0.07M. Interest payable on
loan financing remained broadly flat, but the amounts capitalised in respect of housing properties under
construction fell, reflecting lower work in progress activity. There were no properties for sale at the end of the
year.
After interest and other financing costs, the surplus for the financial year was £0.98M (2017: £0.70M).
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New financing arrangements for £10M were put into place towards the end of the 2015/16 with the National
Westminster Bank (now Royal Bank of Scotland (RBS)), gave the Society capacity to continue to develop much
needed new homes. The Society has two other financial arrangements in place, £5M with Santander, repayable
by 2023 as a bullet payment on a revolving credit facility and a further £10M with Triodos on a capital plus
interest repayment arrangement, which is due to be paid by 2035.
At the end of the financial year, £5.0M of the facility (term loan) with RBS had been drawn down, leaving the
Society with £5.0M of facility to commit. Non-utilisation fees therefore, continue to be incurred. The Society
completed a strategic review of its loan portfolio to ascertain it has the appropriate finances in place to meet its
future requirements during the autumn of 2017. Actions from this review are now underway.
The Society made a provision for bad debts of £ 21K (2017: £23K). In determining this figure all rent arrears have
been reviewed and assessed for potential bad debt. £8K of bad debts were written off this year (2017: £5K).
Loans and borrowings remained broadly flat over the year at £17.3M as a result of repayments to Triodos (£0.5M)
matching additional fund drawdowns from RBS.
The Society has continued to grow its business, increasing its turnover by 32% over the past five years with
property numbers continuing to increase. The growth in property development is helping greatly in ensuring the
Society improves its operating profits as it looks towards growing its critical mass of units for rent to help to
facilitate operational economies of scale. A summary of key financial figures over the past five years is given
below:
Accounts highlights, five year summary

For the year ended 31 March

2018
£000's

2017
£000's

2016
£000's

2015
£000's

2014
£000's

4,250
3,531
1,455
981

3,279
3,274
1,104
702

3,288
3,288
1,143
661

3,146
2,822
973
529

2,950
2,822
560
141

Balance Sheet
Housing properties net of depreciation
Social housing grants and other grants
Other fixed assets
Net current assets

54,852
800
404

53,446
821
256

47,573
833
(119)

45,077
826
(106)

35,773
(7,180)
830
(323)

Total Assets less current liabilities

56,056

54,523

48,287

45,797

29,100

(25,752)

(25,200)

(19,666

(17,837

(9,477)

Net Assets

30,304

29,323

28,621

27,960

19,623

Revenue reserves

22,937

29,323

28,621

27,960

19,623

Income and Expenditure Account
Total turnover
Income from lettings
Operating surplus
Surplus for the year transferred to reserves

Creditors (amounts due in more than one
year)
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For the year ended 31 March

2018
£000's

2017
£000's

2016
£000's

2015
£000's

2014
£000's

667

638

608

608

584

34.2%
23.1%

33.7%
21.4%

34.8%
20.1%

30.9%
16.9%

19.0%
5.0%

Rent losses (voids and bad debts as a % of
rent and service charges receivable)

0.4%

0.7%

0.9%

0.6%

0.6%

Rent arrears (gross arrears as % of rent and
service charges receivable)

Housing properties owned at year end:
Social housing
Statistics:
Operating surplus as % of turnover
Surplus for year as % of income

2.19%

2.3%

2.3%

2.3%

1.8%

Liquidity (current assets divided by current
liabilities)

1.35

1.16

-0.9

-0.9

-0.7

Gearing (total loans as % of capital grants
plus reserves)

57.3%

59.3%

69.2%

51.5%

37.1%

Interest cover (operating surplus as % of
interest payable)

307.0%

242%

236.7%

219.1%

139.0%

Value for money
To demonstrate how important value for money is for the Society, the Board has included it as one of its key
objectives. The Society reviews all its expenditure to ensure that scarce resources are being used to best effect.
Our approach to value for money is to:





Consider value for money as part of our decision making process.
Understand the return on our assets.
Have a performance management and scrutiny function in place that drive and deliver improved value
for money performance.
Understand the costs and outcomes of delivering specific services.

The Society was pleased to be able to put additional resources into planned and major repairs. The Log Walls
project was completed in 2017/18 at a cost of just under £0.4M.
The Society maintains a value for money log that is monitored by the Executive Team at its monthly meetings. In
2017/18 the Society saved £5K of administrative and £15K of operational savings through specific value for
money initiatives.
The Society's Value for Money strategy states that in addition to cost and efficiency, the Society will focus on the
benefits provided e.g. social, environmental, quality etc. Assessing the outcomes will help refine decision making
processes in the future.
Objective
We will invest in and maintain
our existing assets to support
our aspirations

Value for money
 £96K invested in component replacement, with contracts for work,
which had been subject to competitive tendering.
 £370K invested in works at Okehampton to re-engineer and remodel retained wall works, driving down the future cost of
maintenance.
 Carried out 896 repairs.
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Objective
We will achieve sustainable
growth

We will invest in our people and
the organisation to secure
positive outcomes for residents

We will be ambitious and
flexible in our approach to
sustaining communities

Value for money
 The Society completed developments at Cullompton and Othery.
 The Cullompton build was subject to a Value for Money assessment
by the managing agent.
 At Othery, the build time was reduced by the use of innovative
construction techniques. Savings were redirected into sustainable
energy sources for the properties.
 Staff training has been undertaken on a variety of areas, all of
which can have a ‘tenant impact’. Examples include equality and
diversity, mental health, universal credit and housing management
systems
 Hosted the SWHS conference to bring together stakeholders active
in developing homes for benefit of people across the South West.
 Maintain a value for money log.
 Reinforce the importance of a value for money culture with staff
via briefings.

In line with the Regulator for Social Housing’s requirement for Registered Providers to report their performance
against seven value for money metrics, these indicators are included in the following table:
Value for Money Metric
Reinvestment %
New supply delivered %
Gearing %
Earnings before interest, tax, depreciation, amortisation, major repairs
included (EBITDA MRI) interest cover %
Headline social housing cost per unit £K
Operating margin %
 Social housing lettings only
 Overall
Return on capital employed (ROCE) %

2018
3.8%
4.5%
26.2%
300.0%

2017
11.7%
4.9%
28.2%
225.6%

4.1

4.4

42.1%
30.9%
2.6%

39.7%
33.7%
2.0%

Note that these metrics are prepared in line with the definitions required by the Regulator for Social Housing,
for this purpose.
Benchmarking
The Society is a member of the South West Benchmarking Club which meets regularly to discuss best practice,
to understand cost drivers and where practical to share services. A more comprehensive breakdown of
benchmark comparators is included in the Value for Money Self-Assessment review.
It is a requirement of the Regulator of Social Housing Value for Money Standard that the Society assesses Value
for Money in line with the Society’s objectives
Future prospects
The Financial Business Plan for the Society demonstrates that its development aspirations and its sustainability
are affordable into the future. The 2018/19 Business Plan recognises that the Society needs to develop a mix of
properties which meet both housing need and its desire for sustainability, in the light of external threats such as
rent reduction legislation and a general reduction in grant availability for the development of affordable rented
homes.
As a result, the Society will consider developing homes for sale and shared ownership alongside building homes
for rent. This brings new challenges and skill requirements to the Society and as in all new business streams this
will change the risk profile of the Society. However, the Society will manage those potential risks and new
sensitivities around it. Plans for the future growth of the Society and any investment in new revenue streams will
be considered carefully before being undertaken.
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The rent reduction imposed by the Government (ends 2020) continues to affect the capacity of the Society to
develop new homes. In addition, the full implications of changes to the benefit system (Universal Credit) remain
uncertain, although the Society has been able to minimise the impact of this change, successfully to date.
The possibility that rent increases in line with any inflation index may not return following the end of the existing
rent reduction programme imposed by the Government, still remains. As a result, there is no room for
complacency and the Society has to ensure it continues to look to improve on its cost base and service delivery
for its customers.
The Society retains capacity to raise additional finance where appropriate and with an embedded Value for
Money culture it should be in a position to continue to expand its housing stock into the foreseeable future to
and to provide much needed homes in the South West.
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Report of the Board of Management for the year ended 31 March 2018
The Board Members and Executive directors who have served office in the last financial year are set out on page
1.
Board Members and Executive Officers
The Board Members are drawn from a wide background bringing together professional, commercial and local
experience. Two Board members resigned during the year:



David Mansfield (resigned 19 October 2017).
Janet Reilly resigned (resigned 25 January 2018).

The Executive Team consisted of Chief Executive Donna Johnson, Operations Director Martin Carney and the
Finance Director, Catherine Davies-Gallagher. Their service contracts are primarily on the same terms as other
employees, although their notice periods are from three months.
The Executive Officers hold no interest in the Society's shares and act as officers within the authority delegated
by the Board. The Chief Executive is the Society’s Company Secretary.
The Society has insurance policies that indemnify Board Members and Executive Directors against liability when
acting for the Society.
Compliance with the Governance and Financial Viability Standard
The Society complies with the regulator’s Governance and Financial Viability Standard in the following ways:














Adopted the principal recommendations of the 2015 NHF revised Code of Governance
A balanced board of management with regular appraisal
Adopted the NHF 2015 model rules
Standing Orders are in place that set out roles and responsibilities which are reviewed annually by the
Board
A risk management framework in place with an agreed risk appetite and detailed risk map
A long term financial plan in place which has been stress tested
Compliance with lenders covenants which the Board monitoring compliance on a quarterly basis
Corporate objectives in place which protect housing assets
Sufficient liquidity to meet contractual commitments
Sufficient headroom to meet development plans
An effective system of internal controls is in place which are tested by internal audit
An assets and liabilities register is in place
A fraud register reviewed by the Audit Committee

In addition to this the Society:




Has complied with all relevant law
Has had no issues surrounding compliance that should have been reported to the regulator
Has acted within its rules

Going concern
The Society's business activities, its current financial position and factors likely to affect its future development
are set out within this Operating and Financial Review. The Society has sufficient resources (including £5.0M of
undrawn committed facilities at 31 March 2018) to finance committed development programmes, along with
the Society's day to day operations. The Society also has a long-term financial forecast, which shows that it is
able to service these debt facilities whilst continuing to comply with lenders‘ covenants.
On this basis, the Board has a reasonable expectation that the Society has adequate resources to continue in
operational existence for the foreseeable future, being a period of at least twelve months after the date on which
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the report and financial statements are signed. For this reason, it continues to adopt the going concern basis in
the financial statements.
Assessment of the effectiveness of Internal Controls
The Board acknowledges its overall responsibility for establishing and maintaining the whole system of internal
control and for reviewing annually its effectiveness.
The system of internal control is designed to manage, rather than eliminate, the risk of failure to achieve business
objectives, and to provide reasonable assurance against material misstatement or loss.
The process for identifying, evaluating and managing the significant risks faced by the Society is ongoing and has
been in place throughout the period commencing 1 April 2017 up to the date of approval of the report and
financial statements.
Key elements of the control framework include:









Board approved terms of reference and delegated authorities for Audit Committee;
clearly defined management responsibilities for the identification, evaluation and control of significant
risk;
robust strategic and business planning processes, with detailed financial budgets and forecasts;
formal recruitment, retention, training and development policies for all staff;
establishment of authorisation and appraisal procedures for all significant new initiatives and
commitments;
a treasury management policy with regular reporting to board on key business objectives, targets and
outcomes;
Board approved whistle blowing, anti-fraud and corruption policies; and
Regular monitoring of loan covenants and requirements for new loan facilities.

The Audit Committee maintains a fraud register for review at all their meetings. During 2017/18, no frauds were
identified.
The Board cannot delegate ultimate responsibility for the system of internal control, but it can, and has,
delegated authority to the Audit Committee to regularly review the effectiveness of the system of internal
control. The Board receives the minutes of Audit Committee meetings. The Audit Committee has received the
Chief Executive’s annual review of the effectiveness of the system of internal control for the Society, and the
annual report of the internal auditor, and has reported its findings to the Board.
Board member’s responsibilities
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).
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 2014 have been followed, subject to any material
departures disclosed and explained in the financial statements; and
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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, the Housing and Regeneration Act 2008 and the Accounting Direction for
Private Registered Providers of Social Housing 2015. 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 2014.
Auditor
All of the current Board members have taken all the steps that they ought to have taken to make themselves
aware of any information needed by the association’s auditors for the purposes of their audit and to establish
that the auditors are aware of that information. The directors are not aware of any relevant audit information of
which the auditors are unaware.
BDO LLP have expressed their willingness to continue to act in their capacity as external auditors. A resolution
for re-appointment of BDO LLP as auditors of the Society will be proposed at the forthcoming Annual General
Meeting.
Annual General Meeting
The Annual General Meeting will be held on 27th September 2018 at Eastbridge House, Pill Road, Rooksbridge,
Somerset. BS26 2TN.
By order of the Board

Robert Chapman
Chair

Date
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SOUTH WESTERN HOUSING SOCIETY LIMITED
We have audited the financial statements of South Western Housing Society Limited (“the company”) and its
subsidiaries (“the group”) for the year ended 31 March 2018 which comprise the consolidated and company
statement of comprehensive income, the consolidated and company statement of financial position, the
consolidated and company statement of changes in equity, the consolidated statement of cash flows and notes
to the financial statements, including a summary of significant accounting policies. The financial reporting
framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).
In our opinion, the financial statements:
•
•
•

give a true and fair view of the state of the group’s and of the company’s affairs as at 31 March 2018
and of the group’s and the company’s incoming resources and application of resources, including 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 properly prepared in accordance with the Co-operative and Community Benefit Societies Act
2014.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report. We are independent of the group and company in accordance
with the ethical requirements that are relevant to our audit of the financial statements in the UK, including the
FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you where:
•
•

the board members use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or
the board members have not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the group’s or the company’s ability to continue to adopt the
going concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue.

Other information
The board are responsible for the other information. Other information comprises the information included in
the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the
financial statements does not cover the other information we do not express any form of assurance conclusion
thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information
including the letter from the chair, the group strategic report including the operating and financial review and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information we are
required to report that fact. We have nothing to report in this regard.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SOUTH WESTERN HOUSING SOCIETY LIMITED
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 by the Co-operative or
Community Benefit Societies Act 2014 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 by the Society; or
a satisfactory system of control has not been maintained over transactions; or
the Society 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.

Responsibilities of the board
As explained more fully in the statement of responsibilities of the board set out on page 26, the board is
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the board members determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the board are responsible for assessing the group and the Society’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the board either intend to liquidate the group or the company or to cease
operations, or have no realistic alternative but to do so.
Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken based on these financial
statements.
A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.
Use of our report
This report is made solely to the members of the Society, as a body, in accordance with the Co-operative and
Community Benefit Societies Act 2014. Our audit work has been undertaken so that we might state to the
Society’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 Society and the members as a body, for our audit work, for this report, or for the opinions we have formed.

Phillip Cliftlands (senior statutory auditor)
For and on behalf of BDO LLP, statutory auditor
London
United Kingdom
Date:
BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).
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Statement of Comprehensive Income
For the year ended 31 March 2018

Note

2018
£000

2017
£000

Turnover
Cost of sales
Operating costs

4
4
4

4,250
(529)
(2,266)

3,279
(2,175)

Operating surplus

4

1,455

1,104

11
12

(474)

1
(403)

981

702

Interest receivable
Interest and financing charges

Surplus for the financial year

The accompanying notes on pages 24 to 43 form part of these financial statements.
The Society’s results relate wholly to continuing activities.
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Statement of Financial Position
As at 31 March 2018

Note
Fixed Assets
Tangible fixed assets - housing properties
Tangible fixed assets - other

13
14

Current Assets
Properties for sale
Stock
Debtors - receivable within one year
Cash at bank and in hand

15
16
17

Creditors
Amounts falling due within one year

18

Net current assets

Total assets less current liabilities
Creditors:
Amounts falling due after one year

19

Net Assets

Capital and Reserves
Share capital
Income and expenditure reserve
Revaluation reserve

24

Society's Funds

2018
£000

2017
£000

54,852
800

53,446
821

55,652

54,267

4
229
1,338

822
4
274
717

1,571

1,817

(1,167)

(1,561)

404

256

56,056

54,523

(25,752)

(25,200)

30,304

29,323

22,937
7,367

21,956
7,367

30,304

29,323

The financial statements were approved by the Board of Directors and authorised for issue on

Robert Chapman
Chair

Donna Johnson
Secretary

Andre Angelinetta
Vice Chair

The accompanying notes on pages 24 to 43 form part of these financial statements.
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Statement of changes in Reserves
For the year ended 31 March 2018

Revaluation
Reserve
£000

Income and
Expenditure
Reserve
£000

Total
Reserves
£000

7,367

21,956

29,323

Surplus for the year

-

981

981

Transfer from revaluation reserve to income and
expenditure reserve

-

-

-

7,367

22,937

30,304

Revaluation
Reserve
£000

Income and
Expenditure
Reserve
£000

Total
Reserves
£000

7,385

21,236

28,621

702

702

As at 1 April 2017

As at 31 March 2018

Statement of changes in Reserves
For the year ended 31 March 2017

As at 1 April 2016
Surplus for the year
Transfer from revaluation reserve to income and
expenditure reserve

As at 31 March 2017

(18)

18

7,367

21,956

29,323

The accompanying notes on pages 24 to 43 form part of these financial statements.
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Statement of Cash Flows

For the year ended 31 March 2018
Note

2018
£000

2017
£000

981

702

809
5
30
(34)
(87)
474
(143)
822
45
1
(44)

701
6
25
67
1
(84)
403
(643)
95
376
(26)

2,859

1,623

229
653
(2,706)
(9)
-

174
(6,616)
(13)
1

(1,833)

(6,454)

Cash flows from financing activities
Interest paid
New loans - bank
Repayment of Loans - bank

(517)
500
(388)

(511)
6,000
(454)

Net cash used in financing activities

(405)

5,035

621

203

Net cash inflow from operating activities
Surplus for the financial year
Adjustments for:
Depreciation of fixed assets - housing properties
Component write off
Depreciation of fixed assets - other
Impairment
Abortive development costs
Amortised Grant
Interest payable and finance costs
Surplus on sale of fixed assets
(Increase) / Decrease in properties for sale
(Increase) / Decrease in trade and other debtors
Increase / (Decrease) in trade creditors
Difference between net pension expenses and cash contribution

7
7
7

5
12
15
17
18
23

Net cash generated from operating activities
Cashflows from investing activities
Proceeds from sale of fixed assets – housing
Receipt of grant
Purchase of fixed assets - housing properties
Purchase of fixed assets - other
Interest received

20
13
14

Net cash from investing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

22

717

514

Cash and cash equivalents at the end of the year

22

1,338

717

The accompanying notes on pages 24 to 43 form part of these financial statements.
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1.

Legal Status
The Society is registered with the Financial Conduct Authority under the Co-operative and Community
Benefits Societies Act 2014 and is registered with The Regulator of Social Housing as a social housing
provider. The Society is a public benefit entity.

2.

Accounting policies
The financial statements have been prepared in accordance with applicable law and UK accounting
standards (United Kingdom Generally Accepted Accounting Practice) for which South Western Housing Society
includes the Co-operative and Community Benefit Societies Act 2014, the Housing and Regeneration Act 2008,
FRS 102 “the Financial Reporting Standard applicable in the United Kingdom and the Republic of Ireland” the
Statement of Recommended Practice (SORP) for Registered Social Housing Providers 2014, “Accounting by
registered social housing providers” 2014, the Accounting Direction for Private Registered Providers of Social
Housing 2015.
The following principal accounting policies have been applied:
Income
Income is measured at the fair value of the consideration received or receivable. The Society generates the
following material income streams:
•
•
•

Rental income receivable (after deducting lost rent from void properties available for letting)
Service charges receivable
First tranche sales

Rental income is recognised from the point when properties under development reach practical completion
and are formally let.
Service charges
The Society adopts the variable method for calculating and charging service charges to its tenants.
Expenditure is recorded when a service is provided and charged to the relevant service charge account.
Income is recorded on the estimated amounts chargeable.
Value added tax
The Society 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 to the extent that it is suffered by the Society and
is not recoverable from HM Revenue and Customs. The balance of VAT payable or receivable at the year-end
is included as a current liability or asset.
Finance Costs
Finance costs are charged to the statement of comprehensive income over the term of the debt using the
effective interest rate method so that the amount charged is at a constant rate on the carrying account. Issue
costs are initially recognised as a reduction in the proceeds of the associated capital instrument.
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2. Accounting policies (continued)
Pension costs
The Society participates in the Social Housing Pension Scheme (SHPS), a multi-employer defined benefit
final salary pension scheme managed by TPT Retirement Solutions that is no longer open to new members.
The scheme assets and liabilities cannot be separately identified for each employer, so the Society cannot
obtain sufficient information to enable it to account for the scheme as a defined benefit scheme. Therefore,
in accordance with FRS 102, the scheme is accounted for as a defined contribution scheme. SHPS has a
deficit and the Society has agreed to a deficit funding arrangement. A liability for this obligation is
recognised in the Statement of Financial Position, being the net present value of the contributions payable
under the agreement that relate to the deficit. The resulting expense is recognised in operating costs within
the Statement of Comprehensive Income. The unwinding of the discount is recognised as a finance cost.
Tangible fixed assets – housing properties
Housing properties constructed or acquired (including land) on the open market since the date of transition
to FRS 102 are stated at cost less depreciation and impairment (where applicable).
The cost of housing land and property represents their purchase price and any directly attributable costs of
acquisition, which may include an appropriate amount for staff costs, and other costs of managing
development.
Directly attributable costs of acquisition included the capitalised interest calculated, on a proportional basis,
using finance costs on borrowing which has been drawn in order to finance the relevant construction or
acquisition. Where housing properties are in the course of construction, finance costs are only capitalised
where construction is on going and has not been interrupted or terminated.
Expenditure on major refurbishment to properties is capitalised where works increase the net rental stream
over the life of the property. An increase in the net rental stream may arise through an increase in the life of
the property. All other repair and replacement expenditure is charged to the Statement of Comprehensive
Income.
Mixed developments are held within Fixed Assets and accounted for at cost less depreciation.
Housing properties in the course of construction, excluding the estimated cost of the element of shared
ownership properties expected to be sold in first tranche, are included in Fixed Assets and held at cost less any
impairment, and are transferred to completed properties when ready for letting.
Depreciation of housing property
Housing land and property is split between land, structure and other major components that are expected to
require replacement over time.
Land is not depreciated on account of its indefinite useful economic life.
Assets in the course of construction are not depreciated until they are completed and ready for use to ensure
that they are depreciated only in periods in which economic benefits are expected to be consumed.
A breakdown of depreciation charges to specific asset types is provided below.
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2.

Accounting policies (continued)
The cost of all other housing property (net of accumulated depreciation to date and impairment, where
applicable) and components is depreciated over the useful economic lives of the assets on the following basis:
Description
Structure
Roofs
Kitchens
Bathrooms
Windows and doors
Heating systems
Photovoltaics

Percentage
depreciation
0.8% - 1%
1.67%
5%
3.33%
2.5%
6.66%
6.66%

Useful economic
life
100 - 125 years*
60 years
20 years
30 years
40 years
15 years
15 years

* Properties improved through the rain cladding programme will be depreciated over 125 years.
Any difference between the historical annual depreciation charge on assets carried at deemed cost is
transferred to the revaluation reserve for the assets concerned until that reserve is depleted.
Shared ownership properties and staircasing
Under low cost home ownership arrangements, the Society disposes of a long lease on low cost home
ownership housing units for a share ranging between 25% and 50% of value. The buyer has the right to
purchase further proportions and some up to 100% based on the market valuation of the property at the time
each purchase transaction is completed.
Low cost home ownership properties are split proportionately between current and fixed assets based on the
element relating to expected first tranche sales. The first tranche proportion is classed as a current asset and
related sales proceeds included in turnover. The remaining element, the “staircasing element”, is classed as a
fixed asset and included in completed housing property at cost and any provision for impairment. Sales of
subsequent tranches are treated as a part disposal of a fixed asset. Such staircasing sales may result in capital
grant being deferred or abated and any abatement is credited in the sale account in arriving at the surplus or
deficit.
Maintenance of shared ownership properties is the responsibility of the shared owner. Any impairment of
such properties is charged to the Statement of Comprehensive Income.
Allocation of costs for mixed tenure and shared ownership developments
Costs are allocated to the appropriate tenure where it is possible to specify which tenure the expense relates
to. Where it is not possible to relate costs to specific tenure, costs are allocated on a floor area or unit basis
depending on the appropriateness for each scheme.
Tangible fixed assets – other
Other tangible fixed assets are stated at historical cost less accumulated depreciation and any accumulated
depreciation and accumulated impairment losses. Historical cost includes expenditure that is directly
attributable to bringing the asset to the location and condition necessary for it to be capable of operating in
the manner intended by management.
The Society adds to the carrying amount of an item of fixed assets the cost of replacing part of such an item
when that cost is incurred if the replacement part is expected to provide incremental future benefits to the
Society. The carrying amount of the replaced part is derecognised. Repairs and maintenance are charged to
the statement of comprehensive income during the period in which they are incurred.
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2.

Accounting policies (continued)
Depreciation of other tangible fixed assets
Depreciation on other assets is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method. The estimated useful lives range as follows:
Description
Freehold offices
Furniture and office equipment
IT equipment

Percentage
depreciation
2%
33%-20%
33%

Economic useful
life
50 years
3 – 5 years
3 years

The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively if
appropriate, if there is any indication of a significant change since the last reporting date.
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within the Statement of Comprehensive Income.
Government Grants
Grants received in relation to newly acquired or existing housing properties are accounted for using the accrual
model set out in FRS 102 and the Housing SORP 2014. Grant is carried as deferred income in the Statement of
Financial Position and released to the Statement of Comprehensive Income on a systematic basis over the
useful economic lives of the asset for which it was received. In accordance with Housing SORP 2014, the useful
economic life of the housing property structure has been selected (see table of useful economic lives).
Impairment of fixed assets
The housing property portfolio for the Society is assessed for indicators of impairment at each Statement of
Financial Position date. Where indicators are identified then a detailed assessment is undertaken to compare
the carrying amount of assets or cash generating units for which impairment is indicated to their recoverable
amounts. Where the carrying amount of the asset or cash generating unit exceeds its recoverable amount, an
impairment loss is recognised in the Statement of Comprehensive Income. The recoverable amount is taken
to be the highest of the fair value less costs to sell or value in use of an asset or cash generating unit. Properties
held for their social benefit are not held solely for the cash inflows they generate and are held for their service
potential. Under these circumstances, value in use is determined by the present value of the remaining service
potential plus the net amount expected to be received from its disposal. Depreciated replacement cost is taken
as a suitable measurement model.
The Society defines cash generating units as schemes except where its schemes are not sufficiently large or
where it is geographically sensible to group schemes into larger generating units. Where the recoverable
amount of an asset or cash generating unit is lower than its carrying value an impairment is recorded through
a charge to income and expenditure.
Stock
Stock represents work in progress and completed shared ownership properties. The value is based on
estimated cost to be sold as a first tranche. Stock is stated at the lower of cost and net realisable value. Cost
comprises materials, direct labour and direct development overheads. Net realisable value is based on
estimated sales proceeds after allowing for all further costs to completion and selling costs.
Other stock is stated at the lower of cost and net realisable value.
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2.

Accounting policies (continued)
Debtors and creditors
Debtors and creditors with no stated interest rate and receivable or payable within one year are recorded at
the transaction price. Any losses from impairment are recognised in the income statement in operating costs.
Recoverable amount of rental and other trade receivables
The Society estimates the recoverable value of rental and other receivables and impairs the debtor by the
appropriate amounts. When assessing the amount to impair it reviews the age profile of the debt, historical
collection rates and the class of debt.
Rental and service charge agreements
The Society has made arrangements with individuals and households for arrears payments of rents and service
charges. These arrangements are effectively loans granted at nil interest rate.
Loans
All loans held by the Society are classified as basic financial instruments in accordance with FRS102. These
instruments are initially recorded at the transaction price less any transaction costs (historical cost), FRS 102
requires that basic financial instruments are subsequently measured at amortised cost, however the Society
has calculated that the difference between the historical cost and amortised cost basis is not material and so
these financial instruments are stated on the Statement of Financial Position at historical cost. Loans and
investments that are payable or receivable within one year are not discounted.
Financial liabilities and equity
Financial liabilities and equity are classified according to the substance of the financial instrument’s contractual
obligations, rather than the financial instrument’s legal form.
Cash and cash equivalents
Cash and cash equivalents in the Society’s Statement of Financial Position consist of cash at bank and in hand.
Leased assets: Lessee
Leases that do not transfer the risks and rewards of ownership are classified as operating leases. The Society
has two leases that are operating leases. Rentals under operating leases are charged to profit or loss on a
straight-line basis over the term of the lease.
Contingent liabilities
A contingent liability is recognised for a possible obligation, for which it is not yet confirmed that a present
obligation exists that could lead to an outflow of resources; or for a present obligation that does not meet the
definitions of a provision or a liability as it is not probable that an outflow of resources will be required to settle
the obligation or when a sufficiently reliable estimate of the amount cannot be made.
A contingent liability exists on grant repayment that is dependent on the disposal of related property.
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3

Judgements in applying accounting policies and key sources of estimation uncertainty
In preparing these financial instruments, key judgements have been made in respect of the following:
Whether or not there are indicators of impairment of the Society’s tangible assets. Factors taken into account
in reaching such a decision include economic viability and expected future financial performance of the asset
where it is a component of a larger cash-generating unit, the viability and expected future performance of that
unit. The Society has considered the measurement basis to determine the recoverable amount of assets where
there are indicators of impairment a depreciated replacement cost basis.
Other key sources of estimation uncertainty


Tangible fixed assets (See notes 13 and 14)
Tangible fixed assets are depreciated over their useful lives taking into account residual values, where
appropriate. The actual lives of the assets and residual values are assessed annually and may vary
depending on a number of factors. In re-assessing asset lives factors such as condition and investment
are taken into account. Residual value assessments consider such as future market conditions, the
remaining life of the asset and projected disposal values.
For housing property assets, the assets are broken down into components based on management’s
assessment of the properties. Individual useful economic lives are assigned to these components.



Rental and other trade receivables (Debtors) (See note 17)
The estimate for receivables relates to the recoverability of the balances outstanding at year-end. A
review is performed on an individual debtor basis to consider whether each debt is recoverable.



Components
The cost of replacing components is generally a known, as these items are sourced from third party
suppliers who subsequently provide invoicing for the items and/or the work package as a whole.
Components have agreed useful economic lives and the lifespans dictate the timing of the
replacement programme. However, there may be occasions when it is more cost-effective to replace
a component early. For example, housing stock in a given location may have common components
that are due to be replaced at differing, but broadly similar points, then it may be operationally and
financially beneficial to replace all the items at the same time.

•

Allocation of costs for shared ownership
When shared ownership properties are sold, the cost of the shared ownership is allocated in line with
the proportion of the property purchased. This is deemed a fair method of cost allocation.

•

Pension liabilities
Information regarding pension liabilities is subject to periodic, professional re-assessment.
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4.

Particulars of turnover, cost of sales, operating costs and operating surplus
2018

Social housing lettings (See note 5)
Other social housing activities
First tranche low cost home ownership
sales
Surplus on the sale of housing properties
Development costs not capitalised
Treasury management
Non utilisation fees
Community development

Turnover
£000

Cost of
sales
£000

Operating
cost
£000

Operating
surplus
£000

3,550

-

(2,054)

1,496

700
-

(672)
143
-

(125)
(44)
(36)
(7)

28
143
(125)
(44)
(36)
(7)

4,250

(529)

(2,266)

1,455

Turnover
£000

Cost of
Sales
£000

Operating
cost
£000

Operating
surplus/
(deficit)
£000

3,279

-

(1,976)

1,303

-

-

(108)
(32)
(50)
(9)

(108)
(32)
(50)
(9)

3,279

-

(2,175)

1,104

2017

Social housing lettings (See note 5)
Other social housing activities
Development costs not capitalised
Treasury management
Non utilisation fees
Community development
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5.

Particulars of Income and Expenditure from social housing lettings
2018

2017

General
needs
housing
£000

Housing for
older people
£000

Shared
ownership
£000

Total
£000

Total
£000

2,983
71
87
19
3,160

277
277

113
113

3,373
71
87
19
3,550

3,109
81
84
5
3,279

Income from lettings
Rent receivable net of identifiable service
charges
Service charge income
Amortised government grants
Other income
Total income from lettings
Operating Costs
Service charge costs
Management
Routine Maintenance
Planned Maintenance
Bad debts
Depreciation of housing properties
Component write off
Impairment of housing properties and
properties for sale
Total expenditure on lettings

60
447
264
249
8
745
7

38
50
36
31
48
-

9
46
16
-

107
543
300
280
8
809
7

104
521
299
273
5
707
-

1,780

203

71

2,054

67
1,976

Operating surplus on lettings

1,380

74

42

1,496

1,303

6

1

-

7

6

Void Losses
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6.

Units of housing stock
2018
General needs housing
- Social
- Affordable
Housing for older people
Low cost home ownership

Units under construction

No

2017
Restated
No

383
167
61
56

383
145
61
49

667

638

12

30

The net movement in property units for the year is made up of:

New Properties
Cullompton
- Rental
- Shared ownerships

2018
Movement
No
16
8

Othery
- Rental
Total New Properties

6
30

Disposals
- Shared ownerships (2 Exe View (Silverton, Devon) staircased to
100%)

(1)

Net Movement

29

The disposal of 3 Alpha Cottages (Kingston St Mary, Somerset) was included in the property numbers for 2016/17.
7.

Operating surplus

Depreciation of housing properties: annual charge
Depreciation of housing properties: accelerated depreciation on
replacement component
Depreciation of other tangible fixed assets
Impairment
Operating lease charges - equipment
Fees payable to the Society’s auditors and its associates
- Fees payable for the audit of the financial statements
- Fees payable for the preparation of the financial statements

2018
£000

2017
£000

809

701

7
30
9

6
25
67
3

14
2

13
-
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8.

Employees
The Board recognises that the success of our business depends on the quality of our managers and staff. We
provide a training and development programme for staff as part of their annual appraisal.
The Board is aware of its responsibilities on all matters relating to health and safety. Detailed health and
safety policies are in place and staff are provided with training and education on health and safety matters.
Absence from work due to sickness was 2.08% (2017: 1.37%). Our personnel and recruitment policies reflect
our commitment to equal opportunities.
Our staffing costs for the year are:

Salaries
Non Consolidated Performance Award
National insurance
Pension costs - defined benefit
Pension costs - defined contribution
SHPS pension deficit contribution
Temporary staff

2018
£000

2017
£000

414
16
42
16
(3)
40
525

410
38
16
4
78
474

The average number of employees including the Executive Team expressed as full time equivalents,
calculated on a standard working week of 35 hours during the year was as follows:

Housing and maintenance
Finance
Other

9.

2018
No.
7
3
4
14

2017
No.
6
3
4
13

Directors remuneration
The Directors are defined as the members of the Board of Management, the Chief Executive and Executive
Management Team disclosed on page 1.

Executive Director Emoluments

2018
£000

2017
£000

164

180

The total amount payable to the highest paid director, in respect of emoluments was £80,800 (2017:
£80,000). As a member of the pension Social Housing Pension Scheme, the pension entitlement of the Chief
Executive is identical to that of other members.
There were three directors in the Society’s defined contribution scheme (2017: three). None of the directors
accrued benefits under the group’s defined benefit pension scheme during the year (2017: none).
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9.

Directors remuneration (continued)
Remuneration paid to staff including the Executive Team earning over £60,000 upwards were as follows:

£60,001 - £70,000
£80,001 - £90,000

2018
No.
1

2017
No.
1
1

10. Board members
Members of the Board of Management received emoluments of £9,250 (2017: £9,000). The Board of
Management received £1,875 (2017: £3,000) for board expenses during the year.
11. Interest receivable

Interest receivable
12.

2018
£000

2017
£000

-

1

2018
£000

2017
£000

531
4

535
5

(61)

(137)

474

403

Interest payable and similar charges

Bank loans
Unwinding of discount SHPS
Interest payable capitalised on housing properties under
construction

35

SOUTH WESTERN HOUSING SOCIETY LIMITED
Financial statements for the year ended 31 March 2018

13.

Tangible fixed assets – housing properties

Cost
As at 1 April 2017
Additions
- construction costs
- major works
- replaced components
- purchases
Completed schemes
Disposals
Transfer to Properties for sale
As at 31 March 2018
Depreciation
As at 1 April 2017
Charge for the year
Eliminated on disposal
- Replaced Components
- Transfer to properties for sale
As at 31 March 2018
Impairment
As at 1 April 2017
Charge for the year
As at 31 March 2018
Net Book Value
At 31 March 2018
At 31 March 2017

General needs
completed
£000

General needs
under
construction
£000

Shared ownership
completed
£000

Shared ownership
under construction
£000

Total
£000

54,007

2,880

1,443

695

59,025

370
96
3,847
(60)
58,260

1,760
(3,847)
793

741
(87)
2,097

(695)
-

1,760
370
96
46
(147)
61,150

5,348
793

-

197
16

-

5,545
809

(50)
6,091

-

(6)
207

-

(56)
6,298

-

-

-

34
(34)
-

34
(34)
-

52,169

793

1,890

-

54,852

48,659

2,880

1,246

661

53,446
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13.

Tangible fixed assets – housing properties (continued)

The net book value of housing properties may be further
analysed as:
Freehold

2018
£000

2017
£000

54,852

53,446

61
378

137
241

439

378

3.02%

2.50%

466

602

466

602

9,184

8,531

Interest capitalisation:
Interest capitalised in year
Cumulative interest capitalised

Rate used for capitalisation

Works to properties:
Improvements to existing properties capitalised

Total Social Housing Grant received or receivable to date
Capital Grant - Housing Properties

Impairment
The Society considers each scheme to represent separate cash generating units when assessing for
impairment in accordance with the requirement of FRS102 and Housing SORP 2014.
During the current year the Society has recognised an impairment loss of £Nil (2017: £67,000) in respect
of shared ownership stock. Eight units at Cullompton were impacted by the impairment loss calculated.
Fixed assets have been reduced by £Nil (2017: £34,000) representing the retained proportion of shared
ownership properties.
Properties held for security
The Society had property with a net book value of £29.9M pledged as security as at 31 March 2018 (2017
restated: £30.6m).
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14.

Other tangible fixed assets

Freehold
Offices
£000

Office
furniture and
Equipment
£000

Office IT
£000

Total
£000

856
-

18
-

48
9

922
9

856

18

57

931

Depreciation
As at 1 April 2017
Disposals
Charge in period

61
17

17
1

23
12

101
30

As at 31 March 2018

78

18

35

131

Net Book Value
At 31 March 2018

778

-

22

800

At 31 March 2017

795

1

25

821

Cost
As at 1 April 2017
Disposals
Additions
As at 31 March 2018

15

Properties for sale

Shared ownership properties for sale
Other property for sale

2018
£000

2017
£000

-

663
159

-

822

2018
£000

2017
£000

4

4

There were no properties held for sale at 31 March 2018.
16.

Stocks

Heating oil
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17.

Debtors

2018
£000

2017
£000

83
(21)

75
(20)

62
52
115

55
106
113

229

274

2018
£000
420
95
72
580
-

2017
£000
448
417
61
7
627
1

1,167

1,561

2018
£000
8,569
16,937
246

2017
£000
8,003
16,911
286

25,752

25,200

As at 1 April
Grants received during the year
Released to income during the year

2018
£000
8,003
653
(87)

2017
£000
7,913
174
(84)

As at 31 March

8,569

8,003

Due within one year
Rent and service charges receivable
Less: Provision for bad and doubtful debts

Prepayments
Sundry debtors

18.

Creditors: amounts falling due within one year
Debt (See note 21)
Trade Creditors
Rent and service charges received in advance
Social security
Unpaid contributions for retirement benefits
Accruals
Other creditors

19.

Creditors: amounts falling due after one year

Deferred capital grant (See note 20)
Loans and borrowing (See note 21)
SHPS pension liability ( See note 23)

20.

Deferred capital grant
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21.

Loans and borrowing

Not later than one year
Later than 1 year but not later than 5 years
Later than 5 years

2018
£000
420
2,104
14,833

2017
£000
448
1,793
15,118

17,357

17,359

The loans and borrowings include two revolving credit facilities. Both of these have been fully drawn. The
facility arrangement with Santander (£5M) has an interest rate of LIBOR plus a margin of 2.05%. The second
facility with RBS (£5M) carries an interest rate of LIBOR plus a margin of 1.5%.
The Society also has a three funding tranches from Triodos Bank (all fully drawn) which are being re-paid.
Two of the tranches are on a fixed rate basis until 2020 and 2021 respectively and the third element is on a
variable basis.
The Society also has access to further funds (£5M) through RBS via an agreed term loan (expected to be
drawn during 2018/19). The interest rate on this loan amounts to LIBOR plus 1.65%.
Set up costs of £257K have been deducted from the carrying costs.
22.

Financial Instruments

2018
£000

2017
£000

Financial assets measured at historical cost
- Debtors
- Cash and cash equivalents

177
1,338

274
717

Total Financial Assets

1,515

991

17,357
246

17,359
286

95
580

417
635

18,278

18,697

Financial Assets

Financial Liabilities
Financial liabilities measured at amortised cost
- Loans payable
- Pension Liability
Financial Liabilities measured at historical cost
- Trade creditors
- Other creditors and accruals
Total Financial Liabilities
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23.

Provision for Liabilities - Social Housing Pension Fund
South Western Housing Society participates in the Social Housing Pension Scheme (the Scheme), a multiemployer scheme which provides benefits to some 500 non-associated employers. The Scheme is a
defined benefit scheme in the UK.
It is not possible for the Society to obtain sufficient information to enable it to account for the scheme as
a defined benefit scheme. Therefore, it accounts for the scheme as a defined contribution scheme.
The scheme is subject to the funding legislation outlined in the Pensions Act 2004, which came into force
on 30 December 2005. This, together with documents issued by the Pensions Regulator and Technical
Actuarial Standards issued by the Financial Reporting Council, set out the framework for funding the
defined benefit occupational pension schemes in the UK.
The scheme is classified as a ‘last-man standing arrangement’. Therefore, the Society is potentially liable
for other participating employers’ if those employers are unable to meet their share of the scheme deficit
following withdrawal from the scheme. Participating employers are legally required to meet their share
of the scheme deficit on an annuity purchase basis on withdrawal from the scheme.
A full actuarial valuation for the scheme was carried out with the effective date of 30 September 2014.
This actuarial valuation was certified on 23 November 2015 and showed assets of £3,123M, liabilities of
£4,446M and a deficit of £1,323M. To eliminate this funding shortfall, the trustees and participating
employers have agreed that additional contributions will be paid, in combination from all employers, to
the scheme as follows:
Deficit contributions
Tier 1
From 1 April 2016 to 30 September 2020:
Tier 2
From 1 April 2016 to 30 September 2023:
Tier 3
From 1 April 2016 to 30 September 2026:
Tier 4
From 1 April 2016 to 30 September 2026:

£40.6M per annum
(payable monthly and
1st April)
£28.6M per annum
(payable monthly and
1st April)
£32.7M per annum
(payable monthly and
1st April)
£31.7M per annum
(payable monthly and
1st April)

increasing by 4.7% each year on
increasing by 4.7% each year on
increasing by 3.0% each year on
increasing by 3.0% each year on

Note that the scheme’s previous valuation was carried out with an effective date of 30 September 2011.
This valuation was certified on 17 December 2012 and showed assets of £2,062M, liabilities of £3,097M
and a deficit of £1,035M. To eliminate this funding shortfall, payments consisted of the Tier 1, 2 & 3 deficit
contributions.
Where the scheme is in deficit and where the company has agreed to a deficit funding arrangement, the
company recognises a liability for this obligation. The amount recognised is the net present value of the
deficit reduction contributions payable under the agreement that relates to the deficit. The present value
is calculated using the discount rate detailed in these disclosures. The unwinding of the discount rate is
recognised as a finance cost.
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23.

Provision for Liabilities - Social Housing Pension Fund (continued)
31 March
2018
£000

31 March
2017
£000

31 March
2016
£000

246

286

312

2018
£000
286
4
(41)

2017
£000
312
5
(39)

(3)
-

8
-

246

286

Rate of discount

31 March
2018 % per
annum

31 March
2017 % per
annum

Rate of discount

1.72%

1.33%

Present value of provision

SHPS pension deficit contribution
As at 1st April
Unwinding of discount
Contribution paid
Charged to income and expense
- Additions
- Re measurement

As at 31 March

The discount rates shown above are the equivalent single discount rates which, when used to discount the
future recovery plan due, would give the same results as using a full AA corporate bond yield curve to
discount the same recovery plan contributions. This is the rate provided by SHPS and we have accepted
these rates.
24.

Share capital

As at 1 April 2017
Shared redeemed during the year
Shares issued during the year
As at 31 March 2018

2018
£
17
(10)
-

2017
£
18
(3)
2

7

17

The share capital of the Society consists of shares with a nominal value of £1 each, which carry no rights to
dividends or other income. Shares in issue are not capable of being repaid or transferred. When a
shareholder ceases to be a member, that share is cancelled and the amount paid thereon becomes the
property of the association. Therefore, all shareholdings relate to non-equity interests.
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25.

Contingent Liabilities
The Society has been notified by TPT Retirement Solutions pensions trust of the estimated employer debt
on withdrawal from the Pension Plan, based on the financial position of the Scheme as at 30 September
2014. The estimated employer debt for the Society as at 30 September 2016 was £1,628,500 (30
September 2015: £1,310,724). The Society currently does not intend to withdraw from the Plan.

26.

Operating leases
The Society leases a photocopier and a franking machine on an operating lease. The agreement is for five
years from 2015/16. The agreement for the franking machine is for 3 years from 2017/18. The minimum
payments under this non-cancellable lease are set out below:

Amounts payable
- No later than one year
- Later than 1 year but not later than 5 years

27.

Capital commitments

Expenditure contracted for but not provided in the accounts
- Maintenance
- Construction
Expenditure authorised by the Board but not contracted
- Maintenance
- Construction

28.

2018
£000

2017
£000

9
11

6
16

20

22

2018
£000

2017
£000

389
1,259

770
1,101

365
10,311

146
-

12,324

2,017

Related party disclosures
There are no related party disclosures.
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