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Abilty Housing Association

Report of the Board

The board presents ts report and audited financial statements for the year ended 30 September 2007
Principal activities

The Association’s principal activities are the provision, by construction or conversion, and the management of
housing for people with disabilities and others in housing need

Business review

Details of the Association’s performance for the year and future plans are set out in the Operating and Financial
Review that follows this board report

Housing property assets

Detalls of changes to the Association's fixed assets are shown in notes 11 and 12 to the financial statements
Housing property values are considered in the Operating and Financial Review

Reserves

After transfer of the surplus for the year of £889,873 (2006 £520,880), at the year-end reserves amounted to
£6,862,362 (2006 £5,999,409)

Post balance sheet events

We consider that there have been no events since the year-end that have had a significant effect on the
association’s financial posttion

Payment of creditors

In ine with government guidance, our policy 1s to pay purchase tnvoices within 30 days of recetpt, or earher If
agreed with the supplier

Financial instruments

The Association’s approach to financial nsk management s outlined in the Operating and Financial Review
Employees

The Association 15 accredted as an Investor in People and has established an Information & Consultation
Committee of elected staff representatives, who meet quarterly with executive directors to discuss 1ssues relevant
to employment Salary levels are set in refation to the market and exceed the requirements of the National
Mimimum Wage

We are committed fo equality of opportuntty for all employees We have a diverse workforce and have in place
systems for monitoring the effectiveness of our diversity & inclusion policies

We have adopted the Code of Practice on Race Equality ansing from the Race and Housing Inquiry Challenge
Report 2000

The Association shares information on its objectives, progress and activities through regular office and
departmental meetings

Health and safety

The board Is aware of its responsibiliies on all matters relating to health and safety The Association has
employed an external advisor to prepare detalled health and safety policies and ongoing support and provides
staff traning and education on health and safety matters

Board members and executive directors

The Board members, who were also directors for the purposes of the Companies Act, who served during the year
were -

John Daley

Peter Cleland

Francs Markham (resigned 23 05 07)
Michael Hoad

Keith Hailstone

Jane Coleman

Wendy Cnchlow

Rosemary Houseman

Graham Nickson (appointed 23.05 07)
Yvonne Akinmodun (appointed 23 05 07)
Nazlee Aziz (apponted 23 05 07)

The present board members and the executive directors of the Association are set out on page 1 The board
members are drawn from a wide background bnnging together professional, commercial and local expenence

The executive directors are the chief executive and the other members of the Association’s senior management
team They hold no interest in the Association’s shares and act as executives within the authonty delegated by
the board
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The Association has insurance poficies that indemnify board members and officers against liabthty when acting
on its behalf

Service contracts
The executive directors are employed on the same terms as other staff, their notice penods being three months
Pensions

Two executive directors are members of the Social Housing Pension Scheme, a defined benefit final salary
pension scheme The executive directors participate in the scheme on the same terms as all other eligible staft
The Association contributes to the scheme on behalf of its employees and offers a defined contnbution scheme
to all staff

NHF Code of Governance
We are pleased to report that the Association comphes with the prncipal recommendations of the NHF Code of
Govemance (revised 2004}

At last year's Annual General Meeting John Daley was re-elected as charr Francis Markham stood down from
the Board and the co-opted members Graham Nickson, Nazlee Aziz and Yvonne Akinmodun were formally
appointed

Tenant involvement

Two places are reserved on the Board for tenant members and up to one-thurd of ordinary members may be
tenants

Complaints

Duning the year 11complaints were recewed that reached level 2 (formal resolution) Of these, all were resolved
promptly to the satisfaction of the tenants, one being referred to the Board (level 3}

Internal controls assurance

The board acknowledges 1ts overall responsibility for establishing and maintaining the whole system of internal
control and for reviewing ts effectiveness

The system of intemal control 1s designed to manage, rather than elimtnate, the nsk of failure to achieve business
objectives, and to provide reasonable, and not absolute, assurance against matenal misstatement or loss

The process for identifying, evaluating and managing the significant nsks faced by the Association 1s ongoing,
and has been n place throughout the penod commencing 1 October 2006 up to the date of approval of the
annual report and financial statements The board recewves and considers reports from management on these
nsk management and control arrangements at each meeting duning the year

Key elements of the control framework include

. board approved terms of reference and delegated authonties for audt & nsk, finance & general
purposes and human resources committees,

. clearly defined management responsibilities for the identification, evaluation and control of
significant nisks,

. robust strategic and business planning processes,

. biannual review of the nsk map by the board,

. detarled financial budgets and forecasts for subsequent years,

. formal recrutment, retention, traiming and development policies,

. established authonsation and appraisal procedures for all significant new initiatives and
commitments,

. regular reporting by sentor management to the appropnate committee of key business objectives,
targets and outcomes,

. board approved whistieblowing and anti-theft and corruption policies, and

. detailed policies and procedures in each area of the Associalion’s work

The board cannot delegate ultimate responsibility for the system of internal control, but it can, and has, delegated
authonty to the audit & nsk committee to regularly review the effectiveness of the system of intemal control The
board receives biannual reports from the audit & nsk committee together with minutes of meetings

The means by which the audit & risk committee reviews the effectiveness of the system of internal control include
considenng nsk reports, internal audit reports, management assurances, the external audit management letter
and specialist reviews on areas such as supporting people, health and safety, and property development The
audit & nsk commitiee has received the chief executive's annual review of the effectiveness of the system of
internal control for the association, together with the annual report of the internal auditor, and has reported its
findings to the board The board has in tum conducted its own annual review of the effectiveness of the system
of internal control
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Disclosure of Information to auditors

At the date of making this report each of the Association’s Board members, as set out on page 1, confirms the
following

«  So far as each member 18 aware, there is no relevant information needed by the association’s auditors in
connection with prepanng their report of which the Association’s auditors are unaware and

« each member has taken ail the steps s/he ought to have taken as a board member in order to be aware of
any relevant information needed by the Association’s auditors in connection with prepanng their report and to
establish that the assocation's auditors are aware of that information

Going concern

After making enquines the board has a reasonable expectation that the Association has adequate resources to
continue In operational existence for the foreseeable future For this reason, it continues to adopt the going
concem basis in the financial statements

Annual general meeting
The annual general meeting will be held on 21* May 2008 at a venue to be advised
External auditors

A resolution to re-appoint Grant Thormnton UK LLP as external auditors will be proposed at the forthcoming annual
general meeting

The report of the board was approved by the board on 27" February 2008 and signed on its behalf by

w/\ (\ Do wuo—.  FHoxl-ah

Chairman [Bo m, Secretary




Ability Housing Association
Year ended 30 September 2007

Operating and Financial Review

Background
Activities

Abiity Housmg Association 1s a Registered Social Landlord (RSL) and registered chanty that specialises in providing
disabled people with housing and support services tailored to their individual needs to enable them to live more
independent ives These services include the provision of affordable, high quality accommodation for rent and shared
ownership, including supported housing, floating support services, disability housing registers and adaptattons
services

Ability aims to work strategically with local authonties and other Registered Social Landlords in the South of England to
help meet the local needs of disabled people, where Ability’s expertise can assist with promoting independent tiving
Our pursuit of this aim 1s underpinned by these values

Quality —a desire always to provide a high quality service and to stnive to improve upon our standards and performance
wherever possible,

Respect - being aware that our tenants and service users are individuals, each with their own unique needs and
aspirations,

Value — ensuring that our housing and services are affordable, efficient and responsive to the needs of our tenants and
service users, and

Integnty — encouraging a culture of openness, honesty and accountability

We commit ourselves fo

Putting our customers first,

Continuously improving,

Working in partnership, and

Valuing diversity

The head office 15 based in Stanes and its properties are primanly In south-east England
External influences

Nationally the level of Government subsidy for Supporting People activities will diminish substantially over the next few
years, the formula for distnbuting subsidy between authonties is also likely to result in large shifts between different
local authonties Within this climate, opportunities to develop new supported housing will be constramed by uncertainty
about the availability of revenue funding

Existing services will come under pressure as administrative authonties seek cost savings Services will need to
demonstrate quality, value for money and strategic relevance We will need to identify efficiency savings in order to
maintamn operating margins and ensure service viability

In addition, the quality of affordable housing rematns a key focus for a government that has committed to delivenng
decent homes for all social housing tenants by 2010 Housing associations are also expected to contnbute to the
effictency targets, for the social housing sector, set following the Gershon review and we are therefore faced with the
challenging objectives of improving efficiency and quality of services

Objectives and strategy

The association’s objectives and strategy are set out in a five year business plan that 1s updated, reviewed and
approved by the board each year The eight key objectives are summansed as follows

To increase and improve the quality of cur housing stock

By 2010 we will own or manage 500 self-contained units of housing that meet or exceed the decent homes
standard {currently 342 out of our 416 homes In management are both decent and self-contained)

To be amongst the best performing of RSLS

By 2010 we will achieve upper quartile performance outcomes for at least 8 out of 10 key performance
indicators amongst an identified comparator group of 26 RSLs

To be first choice landlord for disabled people

We will improve our tenant satisfaction ratings and these will remain within the upper quartile of our
comparator group
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To increase our share of the Supporting People market

By 2010 we will have increased to 1 5% (from 1 2% in 2003} by contract value our share of Supporting People
services within the 18 Administrative Authonties with whom we contract (currently 1 8%)

To be the leading provider of Disability Housing Registers (DHRs)

By 2010 we will have developed and be operating DHRs for at least 15 local housing authonties within our
area of operation

To achieve external validation for our services, satisfactory regulatory reports and improved stakeholder
satisfaction

We will retain 4 ‘green—raffic lights' m our Housing Corporation Assessment and improved ratings from our
stakeholder perception survey

To maintain our financial viability and independence

We will achieve an operating surplus, after interest payabile, in the range 5% - 10% of turnover in each year of
this plan The surplus will be used to finance investment in new homes

To be first choice employer

We will improve staff satisfaction ratings and develop a tugh performing and diverse workforce

Performance and development

The key indicators used by senior management and the board to monitor achievement of the association's objectives
are set out below The board agrees targets each year that are designed to manage development and deliver
continucus service iImprovement

Objective Indicator
Finance « achieve planned operating surplus | «  results compared to budget
s meet lenders’ covenants « performance against loan covenants
Development + achieve 500 decent, self contained + new units into management
homes by 2010
Environment » achieve average SAP ratings of at « results compared to target
least 78
Asset management + Decent Homes Standard achieved ¢ proportion of units meeting Decent
by 2010 Homes Standard
+ Reduction In the proportion of « number of shared units
shared housing
Customer service +« continuous improvement in s rent losses from voids/bad debts
standards of customer service s rent arrears
s reparr response times
« tenant satisfaction

Performance against these indicators 1s set out below
Finance

The accounts for the year show that tumover from lettings has increased by £169,000 (3 7%) to £4,721 ,000 The
increase results pnncipally from the addition of a total of 26 housing units dunng the year Total costs have also
increased by £142,000 (3 7%}, to £3,957,000

The Operating surplus for the year was £670,000 (13 8% of turmover) compared to a budget surplus of £517,000
Other income and expenditure activities contnbuted a net deficit of £94,000 (2006 £176,000) This is in line with
expectations and 1s attrbutable to development activities (£135,000) Accessahome and management services
contnbuted a surplus of £42,000

Cash balances have reduced during the year from £0 9m to £0 3m, pnncipally as a consequence of the purchase and
development of housing properties In Merton, Essex, Havant and Reading Cash flow dunng the year was supported
by the receipt of a legacy of £300,000 This amount has been transferred to a designated reserve which will be used to
fund specified development projects

The development programme has once again been self-financed with no requirement for additional borrowing Current
loan covenant requirements have been met
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Operating and Financial Review (continued)
Development

= A capital development bids programme has been identrfied which amounts to up to 185 new homes

»  The number of seli-contained and decent homes In management has increased to 342 from 310, although this 15
less than the target of 361

«  The total number of homes in management has increased to 416 from 390 Remodelling of shared housing has
resulted in some reductions i unit count, added to which, some delays have been expenenced with some
schemes in development

Asset management

= The number of homes failing the decent homes standard has reduced to only 23 (6%), compared to a target of 38
(10%)
*  The number of shared housing units in management has reduced to only 74 (18%), compared to a target of 87

Environment
« The average SAP (energy efficiency) rating of our housing stock has increased to 83, compared to an ongtnal
target of 72 (revised to 78 in 2005)

Customer service
Our performance 1s summansed below

Rent losses from voids and bad debts

» Rent loss due to voids In supported housing has increased to 4 26% (target 3 75%) from 3 26% 1n 2006

»  Rent loss due to voids in general needs (non-supported) homes has improved to 0 84% from 1 05%, although this
was insuficient to meet the target of 0 76%

*  Average re-let tme has improved to 35 days from 49 days, although thus was not sufficient to meet the target of 28
days

Rent arrears

= Rent arrears in supported housing have reduced to 2 96% from 3 49% in 2006 meeting the target of <3%
« Rent aears in general needs homes have reduced to 3 76% from 4 76%, meeting the target of < 5%

Repair response times

Repair Response Time % In target No out
of target
Emergency {24 Hrs) Target 98% 2006 100% 0
2007 100% 0
Urgent (5 working days) Target 98% 2006 96% 15
2007 99% 4
Routine (28 working days) Target | 2006 98% 12
98%
° 2007 99.6% 3
Tenant Satisfaction

A STATUS tenant satisfaction survey was camed out dunng the year, which yielded the following results
»  85% were sahisfied overall with the housing & services provided by their landlord
s B1% were satisfied with their opportunities to participate in deciston making

Risks and uncertainties

The main nsks that may prevent the association achieving its objectives are considered and reviewed six monthly by
the senior management team and board as part of the corporate planning processes The nsks are recorded and
assessed in terms of their impact and probabitity Major nsks, presenting the greatest threats to the association, are
reported to the board six monthly together with action taken to manage the nsks and the outcome of the achon These
nsk reports include assessments of key controls used to manage the nsks The association has identified the major
nsks to successful achievement of its objectives and these are considered below
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B ONa06d AT AT ST
1 aEsEs

Dependency on Supporting Identification of other funding sources, social care | Development, Finance
People & revenue contracts funding other business opportunities Increase
housing stock to reduce proportion of tumover
that 1s dependent upon short term contracts

Change in government policy | Accept the nsk and monitor policy trends Development
Relationship management Develop communications strategy. recruitment of | Asset management
communicattons manager Development
Operating surplus Reduce the nsk by maimntaining financial plan Development
deterioration minimum Finance

Seek out new business opportunittes meeting
strategic cntena

Interest rate changes Future impact will iIncrease Mitigate the nsk by Finance
development of a treasury strategy Development

Financial position

The associatton's income and expenditure account and balance sheet are summansed in Table 1{page 9) and the
following paragraphs highight key features of the association’s financial postion at 30 September 2007

Accounting policies

The association's pnncipal accounting policies are set out on pages 16 to 17 of the financial statements The policies
that are most cntical to the financial results relate to accounting for housing properties and include deduction of capital
grant from the cost of assets, housing property depreciation, and treatment of shared ownership properties Each of
these pelicies has remamed unchanged dunng the pernod under review

Housing properties

At 30 September 2007 the association owned 372 housing properhes (2006 347) The properties were camed in the
balance sheet at cost (after depreciation and capital grant) of £6,217,468 (2006 £4,850,825) The Board has decided
not fo obtain valuations of the properties at present

Our investment in housing properties this year was funded through a mixture of social housing grant, and cash
resources where we continue to show a strong current asset balance, an important indicator of liquidity

Pension costs

The association participates in two pension schemes, the Social Housing Pension Scheme (SHPS) and the Social
Housing growth plan One 15 a final salary scheme, the other money purchase The group has contributed to the
schemes In accordance wath levels, set by the actuanes, of between 5% and 15 7%

The next actuanal valuation of the SHPS 1s due at 30 September 2008 Although the value of scheme assets has
increased as anticipated n the last valuation, salary increases in excess of expected inflationary increases have been
a contnbutory factor to higher scheme habilities and we anticipate that our contnbutions to the scheme may increase
beyond 15 7% of pensionable salanes following the next valuation We wall continue to contnbute to the scheme i line
with the advice of independent actuaries

Capital structure

The asscciation borrows, pnncipally from banks and building societies, at both fixed and floating rates of interest At
the year-end, 20 per cent of the association’s borrowings were at fixed rates

The fixed rates of interest range from 9 1% to 11 3% and in the current market, where long term fixed rates have fallen
below 5%, this means that the assoctation 18 paying interest at rates substantially in excess of market levels The
amounts are small however and at present the breakage costs exceed the hkely benefits The situation is reviewed

regularty

The association borrows and lends only in sterling and so 1s not exposed to currency nisk
Cash flows

Cash inflows and outflows dunng the year are shown in the cash flow staterment {page 15)

The cash inflow from operating activities rose this year to £1,319,420 (2006 £506,784), partly reflecting the receipt of
the legacy and increased operating surplus and partly reflecting changes in working capital, particularly the reduction in
debtors

Future developments

10
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A key mfluence on the timing of borrowings is the rate at which development activity takes place The board has
approved plans to spend almost £5 5 milhon dunng the next three years to develop housing accommodation We have
secured a £5 million loan facilty with one of our existing lenders

Statement of compliance

In prepanng this Operating and Financial Review, the board has followed the pnnciples set out in Part 3 of the SORP
‘Accounting by Registered Social Landlords’ (Update 2005)

11
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Operating and Financial Review (Continued)

Table 1 -hughlights, three-year summary
For the year ended 30 September

Income and Expenditure account (£'000)

Total turnover

Income from lettings

Operating surplus

Surplus for the year transferred to reserves

Balance Sheet (£'000)

Housing properties, net of depreciation and grants
Other fixed assets

Fixed assets net of capital grants and depreciation
Net current assets

Total assets less current labilities

Loans (due over one year)

Other long term habilites

Reserves designated
revenue
total

Accommodation figures

Total housing stock owned at year end (number of
dweliings)

Social housing

Non-social housing

Statistics

Surplus for the year as % of turnover

Surplus for the year as % of income from lettings
Rent losses (voids and bad debts as % of rent and
service charges receivable)

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

Interest cover (surplus before interest payable
divided by interest payable)

Liquidity (current assets divided by current
lrabiitres)

Gearing (fofal loans as % of capital grants plus
raserves)

Total reserves per home owned

2005 2006 2007
4,766 4,682 4,853
4628 4,552 4,721

653 561 670
663 520 592
3,126 4,851 6,217
485 466 459
3,591 5,317 6,676
1,909 682 186
5,500 5,999 6,862
1,230 1,208 1,181
53 53 53
828 T 1,029
3,389 3,967 4,599
4,217 4,738 5628
5,600 5,999 6,862
339 355 381
33 347 373

8 8 8
137 119 138
141 12 32 1419
420 238 330
424 399 333
6 87 561 709
328 1908 154
6 01 54 469
12,439 13,346 14,772

The increase In surplus represents the effect of additional housing units and increases in income coupled with a lower

rate of mcrease in associated costs

12
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Statement of Responsibilities of the Board

Statement of the responsibilities of the board for the report and financial statements

The board 1s responsible for preparng the report and financial statements in accordance with applicable law and
United Kingdom Generally Accepted Accounting Practice

The Companies Act and registered socal landlord legislation in the United Kingdom require the board to prepare
financial statements for each financial year which give a true and fair view of the state of affairs of the association at
the end of the year and of the surplus or deficit of the association for the year then ended

In prepanng those financial statements the board 1s required to
« select suitable accounting pohcies and apply them consistently,
+  make judgements and estimates that are reasonable and prudent, and

« follow applicable United Kingdom Accounting Standards and the Statement of Recommended Practice
“Accounting by registered social landlords” (Update 2005), subject to any matenal departures disclosed and
explained in the financial statements

The board 1s responsible for keeping proper accounting records which disclose with reasonable accuracy at any time
the financial position of the association and enable it to ensure that the financial statements comply with Compantes
Act 1985, paragraph 16 of Schedule 1 to the Housing Act 1996 and the Accounting Requirements for registered social
landlords General Determination 2006 It 1s also responsible for safeguarding the assets of the association and hence
for taking reasonable steps for the prevention and detectron of fraud and other trregulanties

The board Is responsible for ensunng that the Report of the Board I1s prepared in accordance with the Statement of
Recommended Practice “Accounting by registered social landlords™ (Update 2005)

The board Is responsible for the maintenance and integnity of the corporate and financial mformation on the
association’s website Legislation in the Unrted Kingdom goverming the preparation and dissemination of the financial
statements and other information included in annual reports may differ from legisiation in other junsdictions

13
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Independent Auditors' Report to the Members of Ability Housing Association

We have audited the financial statements of Ability Housing Association for the year ended 30 September 2007, which
compnse the income and expendsture account, the balance sheet, the cash flow statement, the statement of total
recognised surpluses and deficits and the related notes These financial statements have been prepared under the
accounting policies set out therein

This report 1s made solely to the Association's members, as a body, in accordance with regulations made under the
Companies Act 1985 Qur 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 auditors’ 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 bady, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The responsibilities of the board for prepanng the report and financial statements in accordance with applicable law
and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in
the statement of responsibilites of the board for the financial statements

Our responsibility Is to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and far view and are properly prepared
in accordance with the Companies Act 1985, the Housing Act 1996 and the Accounting Requirements for Registered
Social Landlords General Determination 2006

We also report to you If, in our opinion, the Report of the Board 1s consistent with the financial statements The
information given in the Report of the Board includes the specific information presented in the Operating and Financial
Rewview that 1s cross-referred from the Business Review section of the Report of The Board

We also report to you if, in our opinion, the Association has not kept proper accounting records, if we have not received
all the information and explanations we require for our audn, or If information specified by law regarding directors’
remuneration and other transactions i1s not disclosed

We read the other information accompanying the financial statements and consider whether it 1s consistent with the
audited financial statements The other information compnses only the Report of the Board and the Operating and
Financtal Review We consider the implications for our report if we become aware of any apparent misstatements or
matenal inconsistencies with the financial statements Qur responsibilities do not extend to any other information

Basis of audit opinion

We conducted our audit in accordance with Interational Standards on Audiing (UK and Ireland) issued by the
Auditing Practices Board An audit includes examination, on a test basis, of ewidence relevant to the amounts and
disclosures in the financial statements It also Includes an assessment of the significant estimates and jJudgements
made by the board in the preparation of the financial statements and of whether the accounting policies are appropnate
to the Association's circumstances, consistently applied and adequately disclosed

We planned and performed our audtt so as to obtain all the imformation and explanations which we considered
necessary In order to provide us with sufficient evidence to give reasonable assurance that the financial statements are
free from matenal misstatement, whether caused by fraud or other iregulanty or error In forming our optnion we also
evaluated the overall adequacy of the presentation of Information in the financial statements

Opinion

In our opinion

« the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of affairs of the Association as at 30 September 2007 and of the surplus for
the year then ended,

« the financral statements have been properly prepared in accordance with the Compames Act 1985, the
Housing Act 1996 and the Accounting Requirements for Registered Soctal Landlords General Determnation
2006, and

s the information given in the Report of the Board 1s consistent with the financial statements

Gf‘ml’ Tworden el

Grant Thornton UK LLP
Chartered Accountants and Registered Audrtors

Xxsea0000x 2008

‘e Dimn 14
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Income and Expenditure Account

For the year ended 30 September 2007

Note

Turnover: continuing activities 3
Operating costs 3
Operating surplus: continuing activities 3
Surplus on sale of fixed assets 6
Interest receivable and other income 7
Interest payable and similar charges 8
Surplus on ordinary activities
Legacy Income received

18

Surplus for the financial year

The notes on pages 18 to 33 form part of these financial statements.

2007
£
4,853,478

(4.183,743)

669,735
6,000
23,332
{106,574)
592,493

297,380

889,873

2006
£
4,682,855

(4,121,428)

561,427
775
59,123

(100,445)

520,880

520,880

Historical cost surpluses and deficits were identical to those shown in the income and expenditure

account

15
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Reconciliation of movements in Association’s funds

For the year ended 30 September 2007

Note
Opening total funds 18
Total recognised surpluses and deficits relating to
the year
Closing total funds 18

2007
£

4,738,380

889,873

5,628,253

2006
£

4,217,500

520,880

4,738,380

16
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Year ended 30 September 2007

Balance Sheet

At 30 September 2007

Tangible fixed assets
Housing properties
Social housing grant
Other grants

Other tangible fixed assets

Current assets
Debtors
Cash at bank and in hand

Creditors: Amounts falling due within one year

Net current assets

Total assets less current liabilities

Creditors: Amounts faling due after more than one year

Capital and reserves
Major Repairs reserve
Designated reserve
Revenue reserve

Association’s funds

Note

11

11

12

13

14

156

2007

25,764,354
(18,167,391)
(1,379,495)

6,217,468

459,082

6,676,550

267,634
262,032

529,666
{343,854}
185,812

6,862,362

1,234,109

1,234,109

729,282
300,000
4,598,971

5,628,253

6,862,362

2006

22,482,618
(16,517,298)
(1,114,495)
4,850,825
466,504 ‘

5,317,329

568,390
811,963

1,380,353
(698,273)
662,080

5,959,409

1,261,029

1,261,029

771,523

3,966,857
4,738,380

5,999,409

The financia! statements were approved by fle Board on 27 ebruary 2008 and signed on its behalf by .

John Daley
Chairman

Board Member

Do unnon. o alald

Donna Marshall
Secretary
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Ability Housmg Association
Year ended 30 September 2007

Cash Flow Statement

For the year ended 30 September 2007

Net cash inflow from operating activities

Returns on investments and servicing of finance
Interest received
Interest paid

Capital expenditure

Purchase and construction of housing properties
Social housing grant ~ received

Other capital grants ~ received

Purchase of other fixed assels

Sales of other fixed assets

Net cash flow before financing

Financing
Housing loans repad

{Decrease) in cash

Note

21

22

2007
£

1,319,429
23,332
(98,574)
(75.242)

(3,307,444)
1,427,407
190,000
(83,161)
6,000

(1,767,198)
(523,011)

(26,920)

{649,931)

2006
£

506,784

59,123
{100,445)
(41,322)

(3,122,279)
1,160,134
160,000

(84,801)
3,400

(1,883,548)
{1.418,084)

(22,291)

(1,440,375)
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Ability Housing Assocralion
Year ended 30 September 2007

Notes to the Financial Statements

30 September 2007

1.

Legal status

The Association is registered under the Companies Act 1985 as a company limited by guarantee It is

registered with both the Chanty Commussioners and the Housing Corporation as a social landlord

Accounting policies

Basis of accounting

The financial statements of the Association are prepared in accordance with applicable accounting
standards and the Statement of Recommended Practice accounting by Registered Social Landlords,
update issued in April 2005, and comply with the Accounting Requirements for Registered Social
Landlords General Determination 2006

Turmover

Turmover compromises rental income recelivable in the year, income from property sales, other
services included at the invoiced value of goods and services supplied in the year and revenue grants
receivable in the year

Value added tax
The Association I1s not registered for VAT, and therefore all amounts are inclusive of VAT

Interest payable
interest payable 1s charged to the income and expenditure account in the year

Pensions

The Association participates in one funded multi-employer defined benefit scheme and one mult
employer defined contnbution scheme Pension costs are assessed In accordance with the advice of
an independent qualffied actuary Costs include the regular cost of providing benefits which it 1s
intended should remain a substantially level percentage of current and expected future earnings of the
employees covered The cost s charged to the income and expenditure account over the penods
benefiting from the employees’ services

Supporting people
Charges for support services funded under Supporting People are recogmised as they fall due under
the contractual arrangements with Administenng Authorties

Housing properties

Housing properties are pancipaily properties available for rent and are stated at cost less depreciation
Cost includes the cost of acquinng Jand and butdings, development costs, and expenditure incurred in
respect of improvements

Improvements are works which result in an increase in the net rental income, such as a reduction In
future maintenance costs, or result In a significant extension of the useful economic life of the property
in the bustness

Housing properties in the course of construction are stated at cost and are transferred into housing
properties when completed

Shared ownership properties are included in housing properties at cost, less the first tranche sale
proceeds and any provisions needed for depreciation or impairment

Social housing grant

Social housing grant (SHG) Is receivable from the Housing Corporation and is utiised to reduce the
capital costs of housing properties, including land costs SHG due from the Housing Corporation or
receved In advance Is included as a current asset or habilty SHG received in respect of revenue
expenditure Is credited to the income and expenditure account in the same penod as the expenditure to
which 1t relates

SHG s subordinated to the repayment of loans by agreement with the Housing Corporation SHG
released on sale of a property may be repayable but is normally available to be recycled and is credited
to a Recycled Capital Grant Fund and included in the balance sheet in creditors

Other grants

Other grants are receivable from local authorties and other organisations  Capttal grants are utihsed to
reduce the capital costs of housing properties, including land costs  Grants in respect of revenue
expenditure are credited to the Income and expenditure account in the same penod as the expendrture to
which they relate
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Ability Housing Association
Year ended 30 September 2007

Notes to the Financial Statements

2.

Accounting policies (continued)

True and fair overnde

Under the requirements of the SORP, capital grants are shown as a deduction from the cost of
housing properties on the balance sheet (see note 11) This 1s a departure from the rules under
Schedule 4 of the Companies Act 1985 but in the opimion of the Board Is a relevant accounting policy,
comparable to that adopted by other registered social landlords that has been adopted i order to
present a true and farr view

Depreciation of housing properties
Freehold land is not depreciated Leasehold properties are amortised on a strarght line basis over the
term of the lease or their estmates useful economic ives in the business If shorter

Depreciation on freehold housing properties is provided where matenal Depreciation is calculated by
reference to the building cost of the properties, less related grants, and the estmated remaining useful
economic lives of the buildings The estimated useful economic lives are up to 100 years, dependent
on property type, age and condition

impairment
Housing properties are subject to iImpairment reviews annually Other assets are reviewed for
impairment if there 1s an indication that impaiment may have occurred

Where there 1s evidence of impairment, fixed assets are written down to the recoverable amount Any
such write down 1s charged to operating surplus

Other tangible fixed assets

Depreciation is provided evenly on the cost of other tangible fixed assets to wnte them down to therr
estimated residual values over their expected useful ives No depreciation is provided on freehold
land The principal annual rates used for other assets are

Freehold offices 2%

Long leasehold property Over life of lease
Furniture, fixtures and fithngs 25%

Comptters 333%

Motor vehicles 25%

Liquid resources

Liquid resources are readily disposable curent asset nvestments They may include some money
market depostts, held for more than 24 hours that can only be withdrawn without penalty on maturty or
by gving notice of more than one working day

Reserves
The Association establishes restncted reserves for specific purposes where their use 1s subject to
extenal restnctions and designated reserves where reserves are earmarked for a particular purpose

Major repairs reserve

The Association's commitment to fund other major reparrs 1s recognised by the transfer from accumulated
surpluses to the designated major repaurs reserve - the amount is based on the expected future habilities
ansing from the results of the latest stock condition survey

Designated Reserve

The Association has transfetred the legacy received nto a designated reserve which will be used to
support the development and enhancement of its properties held for social housing lettings
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Abiltty Housing Assocrahion
Year ended 30 September 2007

Notes to the Financial Statements

3. Turnover, cost of sales, operating costs and operating surplus

2007
Turnover  Operating Operating
costs surplus
£ £ £
Social housing lettings 4,721,342 (3,957,501} 763,841
Other social housing activities
Supporting people
Development costs not capitalised (135,764) (135,764)
Management services 60,963 (25,896) 35,067
Other 71,173 (64,582) 6,591
132,136 (226,242) (94,106)
4,853,478 (4,183,743) 669,735
2006
Turnover Operating Operating
costs surplus
£ £ £
Social housing lettings 4,551,828 (3,814,788) 737,040
Other social housing activities
Development costs not capitalsed (87,600) (87,600)
Management services 60,778 (39,207) 21,571
Other 70,249 {179,833) (109,584)
131,027 (306,640) (175,613)
4,682,855 (4,121,428) 561,427
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Ability Housmg Association
Year ended 30 September 2007

Notes to the Financial Statements

4,

5.

7.

Social housing

General housing

Supported housing

Shared ownership

Residential care homes

Total owned

Accommodation managed for others
Total managed

Non-social housing
Respite care unit

Total owned and managed

Accommodation in development at the year

end

Operating Surplus

This 1s amived at after charging/(crediting)

Depreciation of housing properties

Depreciation of other tangible fixed assets
Fees payable fo the Association’s auditor for the
audit of the financial statements (including VAT)

Surplus on sale of fixed assets

Disposal proceeds
Carrying value of fixed assets

Interest receivable and other income

Interest recewvable and similar income

Accommodation in management and development

Al the end of the year accommodation in management for each class of accommodation was as follows

2007 2006
No. No
156 155
198 173

7 7
12 12
373 347
35 35
408 382
8 8
416 390
59 61
2007 2006
£ £

25,708 16,174

90,584 80,738

9,000 9,000
2007 2006
£ £

6,000 3,400

- (2,625)

6,000 775

2007 2006
£ £
23,332 59,123
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Abihfy Housmng Association
Year ended 30 September 2007

Notes to the Financial Statements

8.

Interest payable and similar charges

Housing loans
Recycled capital grant fund

Employees
Average monthly number of employees:

Administration
Development
Housing, support and care

2007 2006
£ £
98,574 100,445
8,000 -
106,574 100,445
2007 2006
No No.
11 11
1 1
107 109
119 121

Average monthly number of employees expressed in full time equivalents

Administration
Development
Housing, support and care

Employee costs:

Wages and salanes
Social secunty costs
Other pension costs

2007 2006

No. No.

10 10

1 1

86 87

97 98

2007 2006

£ £
2174452 2,155,227
202,285 194,135
43,711 40,943
2,420,448 2,390,305
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Ability Housing Assocration
Year ended 30 September 2007

Notes to the Financial Statements

9.

Employees (continued)

Social Housing Pension Scheme

The Association participates in the Social Houstng Pension Scheme (SHPS) The Scheme 1s funded
and 1s contracted out of the state scheme

SHPS Is a multi-employer defined benefit scheme Employer participation in the Scheme 1s subject to
adherence with the employer responsibiliies and its obligations as set out n the “SHPS House
Policies and Rules Employer Guide® The Scheme operated a single benefit structure, final salary
with a 1/60" accrual rate, to March 2007 From Apnl 2007 there were three benefit structures
available, namely Final satary with a 1/60™ accrual rate, Final salary with a 1/70™ accrual rate and,
Career average revalued eamings with a 1/60™ accrual rate An employer can elect to operate
different benefit structures for therr active members as at the 1 Apnl in any given year and therr new
entrants An employer can operate only one open benefit structure at any one tme An open benefit
structure 1s one which new entrants are able to join The Association has elected to operate the Final
salary with a 1/60™ accrual rate benefit structure for active members at 1% Apnl 2007 The Trustee
commissions an actuanal valuation of the Scheme every 3 years The main purpose of the valuation
is to determine the financial position of the Scheme n order to determine the level of future
contnbubons required In respect of each benefit structure, so that the Scheme can meet its pension
obligations as they fall due From Apni 2007 the spiit of the total contnbution rate between member
and employer is set at individual employer level, subject to the employer paying no less than 50% of
the total contnbution rate The actuanal 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 retuns Dunng the accounting penod the Association
paid contnbutions at the rate of 14 7% Member contributions were 6 1% As at the balance sheet
date there were 2 active members of the Scheme, which 15 closed to new entrants It 1s not possible
to identify the share of underlying assets and habtites belonging to individual participating employers
Accordingly, due to the nature of the Plan, the accounting charge for penod under FRS17 represents
the employer contnbution payable

The last valuation of the scheme was at 30 September 2005 by a professionally qualified actuary using the
Projected Unit Method The market value of the scheme’s assets at that date was £1,278 millon The
valuation revealed a shortfall of assets compared with the value of labilites of £283 milhon, equivalent to a
past service funding level of 82% The Scheme actuary has prepared an Actuanal Report that provides an
approximate update on the funding postion of the Scheme as at 30 September 2006 Such a reportis
required by legislation for years in which a full actuanal valuation 1s not carmed out The funding update
revealed an increase in the assets of the Scheme to £1,515 nullion and indicated a decrease in the
shortfall of assets compared to kabilsies to approxsmately £235 million, equivalent to a past service funding
level of 87% Annual funding updates of the SHPS Scheme are camed out using approximate actuanal
techniques rather than member by member calculations, and will therefore not produce the same resulis
as a full actuanal valuation However they will provide a good indication of the financial progress of the
Scheme since the last full valuation Since the contnbution rates payable to the Scherne have been
determined by reference to the last full actuanal valuation the following notes relate to the formal actuanal
valuation as at 30 September 2005

The financial assumpttons underiying the valuation were as follows
% per annum

Investment return pre retirement 72
Investment return post retirement 48
Rate of salary increases to 30 09 2010 50
Rate of salary increases from 01 10 2010 40
Rate of pension increases 25
Rate of pnce inflation 25

The valuation was camed out using the PA92C2025 mortality table for non-pensioners and
PAS2C2013 mortality table for pensioners The table below Hlustrates the assumed life expectancy in
years for pension scheme members at age 65 using these mortality assumptions

Males Females
Assumed life expectancy Assumed life expectancy
In years at age 65 In years at age 65
Non-penstoners 204 233
Pensioners 194 22 4
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The long term contribution rates required from employers and members to meet the cost of future
benefit accrual were assessed at

Benefit structure Long term Joint contnbution rate
(% of pensionable salanes)

Final salary with 1/60" accrual rate 17 6

Final salary with 1/70" accrual rate 153

Career average revalued earmngs with 141

1/60™ accrual rate

If an actuanal valuation reveals a shortfall of assets compared to liabiities the Trustee must prepare
a recovery plan setting out the steps to be taken to make up the shortfali Following consideration of
the results of the actuanal valuation #t was agreed that the shortfall of £283 million would be dealt
with by the payment of deficit contnbutions of 4 4% of pensionable salanes with effect from 1° Apnl
2007 These deficit contributions are in addition to the long term joint contnibution rates set out i the
table above With effect from 1* Apnl 2007 the employer and employee contribution rates will be

18 8% and 6 1% respectively Employers that participate in the Scheme on a non-contnbutory basis
pay a joint contnbution rate Employers that have closed the scheme to new entrants, including the
Association, are required to pay an additional employer contnbution loading of 3% to reflect the
hugher costs of a closed arrangement A small number of employers are required to contribute at a
different rate to reflect the amortisation of a surplus or deficit on the transfer of assets and past
service liabilities from another pension scheme into the SHPS scheme Employers joining the
Scheme after 1 October 2002 that do not fransfer any past service liabilities to the Scheme pay
contributions at the ongoing future service contnbution rate This rate I1s reviewed at each valuation
and apphes until the second valuation after the date of joining the Scheme, at which point the
standard employer contnbution i1s payable

If the valuation assumptions are borne out in practice this pattem of contnbutions should be sufficient
to eiminate the past service deficit by 30 September 2020 A copy of the recovery plan, setting out
the level of deficit contributions payable and the penod 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 1t believes that the actuanal valuaton assumptions and for
recovery plan are inappropnate For example the Regulator could require that the Trustee
strengthens the actuanal assumptions (which would increase the scheme habilities and hence impact
on the recovery plan) or impose a schedule of contributions on the scheme (which would effectively
amend the terms of the recovery plan) The Regulator has reviewed the recovery plan for the SHPS
Scheme and confirmed that, In respect of the September 2005 actuanal valuation it does not propose
10 15sue any scheme funding directions under Part 3 of the Pensions Act 2004 The next full actuanal
valuation will be camed out as at 30™ September 2008 We are informed that an actuanal report will
be prepared as at 30 September 2007 in line with statutory regulations At present we have not been
adwvised the findings of that report

Following a change in legislation in September 2005 there I1s a potential debt on the employer that
could be levied by the Trustee of the Scheme The debt1s due in the event of the employer ceasing

to participate in the Scheme or the Scheme winding up The debt for the Scheme as a whole 1s
calculated by companng the hiabilities for the Scheme (calculated on a buy-out basis, 1 e the cost of
secunng benefits by purchasing annuity policies from an insurer, plus an allowance for expenses}
with the assets of the Scheme If the liabiliies exceed the assets there Is a buy-out debt The leaving
employer's share of the buy out debt is the proportion of the Scheme's liability attnbutable to
employment with the leaving employer compared to the total amount of the scheme’s liabilihes
(relating to employment wath all the currently participating employers) The leaving employer's debt
therefore includes a share of any “orphan” habilities in respect of previously participating employers
The amount of the debt therefore depends on many factors including total scheme liabilites, scheme
investment performance, the liabilties 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

The association has been notified by the Pensions Trust of the eshmated employer debt on withdrawal
from the Plan based on the financial position of the scheme as at 30 September 2005 As of that date
the Association’s estimated employer debt was £735,000
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Notes to the Financial Statements

9.

Employees (continued)
Pensions Trust's Growth Plan

The association participates in the Pensions Trust's Growth Plan which 1s funded and not contracted out
of the state scheme The Growth Plan ts a multi employer penston Plan which 1s in most respects a
money purchase arrangement but it has some guaraniees Contributions paid into the Growth Plan up
to and including September 2001 were converted to defined amounts of pension payable from Normal
Retirement Date From Qctober 2001 contnibutions were invested tn personal funds which have a
capital guarantee and which are converied to pension on retirement, either within the Growth Plan or by
the purchase of an annuity The rules of the Growth Plan allow for the declaration of bonuses and/ or
investment credits if this 15 within the financial capacity of the Plan assessed on a prudent basts
Bonuses/ investment credits are not guaranteed and are declared at the discretion of the Plan’s Trustee

The rules of the Growth Plan give the Trustee the power to require employers to pay additiona!
contnbutions in order to ensure that the statutory funding objective under the Pensions Act 2004 1s met
The statutory funding objective 1s that a pension scheme should have sufficient assets to meet its past
service habilities, known as Technical Provistons

The Trustee commissions an actuanal valuation of the Growth Plan every 3 years The main purpose of
the valuation 1s to determine the financial position of the Plan by companng the assets with the past
service habilities as at the valuation date Asset values are calculated by reference to market levels
Accrued past service labilihes are valued by discounting expected future benefit payments using a
discount rate calculated by reference to the expected future nvestment retuns If the actuanal valuation
reveals a deficit, the Trustee will agree a recovery plan to eiminate the deficit over a specified pencd of
time either by way of additional contnbutions from employers, investment retums or a combination of
these

The rules of the Growth Plan state that the proportion of obligatory coniributions to be borne by the
Member and the Member's Employer shall be determined by agreement between them Such
agreement shall require the Employer to pay part of such contributions and may provide that the
Employer shall pay the whole of them Both the Association and the members pad contnbutions at the
rate of 5% dunng the accounting penod

At the balance sheet date there were 27 active members of the Plan employed by the Association which
continues to offer membership of the Plan to its employees It 1s not possible in the normal course of
events to identfy the share of underlying assets and labiliies belonging to indwidual participating
employers Accordingly, due to the nature of the Plan, the accounting charge for the penod under
FRS17 represents the employer contnbution payable
The last valuation of the scheme was performed at 30 September 2005 by a professionally qualified
actuary using the Projected Unit Method The market value of the scheme’s assets at that date was £675
million and the Plan’s Technical provisions were £704 milion The valuation revealed a shortfall of assets
compared with the value of hiabilibes of £29 million, equivalent to a past service funding level of 96% The
Scheme actuary has prepared an Actuanal Report that provides an approximate update on the funding
position of the Scheme as at 30 September 2006 Such a report is required by legistation for years tn which
a full actuanal valuation 15 not camed out A similar report will be undertaken as at 30 September 2007, the
results of which are as yet unavailable
The funding update at 2006 revealed an increase in the assets of the Scheme to £747 miflion and
indicated a surplus of assets compared to liabilies to approximately £2 million, equivalent to a funding
level of 100 2% Annual funding updates of the Growth Plan are camed out using approximate actuanal
techniques rather than member by member calcutations, and will therefore not produce the same results
as a full actuanal valuation However they will provide a good indication of the financial progress of the
Scheme since the last full valuation Since the coniribution rates payable to the Scheme have been
determined by reference to the last full actuanal valuation the following notes relate to the formal actuanal
valuation as at 30 September 2005
The financial assumptions underlying the valuation were as foliows

% per annum

Investment retumn pre retirement 66
Investment retumn post retirement 45
Bonuses on accrued Benefits 00
Rate of price inflaton 25

The valuation was carned out using the PA92C2025 mortality table for non-pensioners and
PAS2C2015 mortality table for pensioners The table below illustrates the assumed life expectancy in
years for pension scheme members at age 65 using these mortality assumptions
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Males Females
Assumed life expectancy Assumed Iife expectancy
in years at age 65 n years at age 65
Non-pensioners 204 233
Penstoners 195 225

In determining the investment return assumptions the Trustee considered advice from the Scheme
Actuary relating to the probability of achieving particular levels of investment return The Trustee has
incorporated an element of prudence into the pre and post retirement investment assumptions, such
that there 15 a 60% expectation that the return will be in excess of that assumed and a 40% chance
that the return will be lower than that assumed over the next 10 years

If an actuana! valuation reveals a shortfall of assets compared to habihities the Trustee must prepare
a recovery plan setting out the steps to be taken to make up the shortfall In view of the small funding
deficit and the level of prudence implicit in the assumptions used to calculate the Plan labilities the
Trustee has prepared a recovery plan on the basis that no additional contributions from employers
are required at this point in tme  In reaching this decision the Trustee has taken actuanal advice and
has been advised that the shortfall of £29 milion will be cleared within 5 years if the investment
retumns from assets are in Iine with the “best estimate” assumptions “Best estimate”™ means that that
there 1s a 50% expectation that the retumn will be in excess of that assumed and a 50% chance that
the return will be lower than that assumed over the next 10 years These “best estmate”
assumptions are 7 6% per annum pre-retirement and 4 8% per annum post retirement

A copy of the recovery plan must be sent to the Pensions Regulator The Regulator has the power
under part 3 of the Pensions Act 2004 to 1ssue scheme funding directions where it believes that the
actuanal valuation assumptions and / or recovery plan are inappropnate For example the Regulator
could require that the Trustee strengthens the actuanal assumptions (which would increase the
scheme habilities and hence impact on the recovery plan} or impose a schedule of contnibutions on
the scheme (which would effectively amend the terms of the recovery plan) The Regulator has
reviewed the recovery plan for the SHPS Scheme and confirmed that, in respect of the September
2005 actuanal valuation it does not propose to 1ssue any scheme funding directions under Part 3 of
the Pensions Act 2004 The next full actuarial valuation will be carned out as at 30" September 2008
We are informed that an actuarial report will be prepared as at 30 September 2007 in line with
statutory regulations At present we have not been advised the findings of that report Followtng a
change in legislation in September 2005 there 1s a potential debt on the employer that could be
levied by the Trustee of the Plan The Trustee's current policy 1s that it only applies to employers with
pre October 2001 liabilitties in the Plan The debt 1s due in the event of the employer ceasing to
participate in the Plan or the Plan winding up The debt for the Plan as a whole 1s calculated by
comparing the liabiities for the Scheme (calculated on a buy-out basis, 1 e the cost of securing
benefits by purchasing annuity policies from an msurer, plus an allowance for expenses) with the
assets of the Plan [f the labilities exceed the assets there 15 a buy-out debt The leaving employer's
share of the buy out debt 1s the proportion of the Plan’s pre October 2001 liability attnbutable to
employment with the leaving employer compared to the total amount of the plan’s pre October 2001
habilites (refating to employment with all the currently participating employers) The leaving
employer's debt therefore includes a share of any “orphan” liabilities i respect of previously
participating employers  The amount of the debt therefore depends on many factors including total
Plan liabilities, Plan investment performance, the habilities 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

28




Ability Housing Association
Year ended 30 September 2007

Notes

10.

to the Financial Statements

Board members and executive directors

None of the board members received emoluments in the year

Aggregate emoluments of directors (including pension
contnbutions}

Emoluments of the highest paid director {excluding
pension contributions and including benefits in kind)

Total expenses reimbursed to directors not chargeable to
UK Income tax

2007 2006

£ £
193.802 179,876
84,525 80,405
5,586 11,616

The Chief Executive 1s an ordinary member of the Association’s defined benefit pension scheme and no

special pension arrangements exist
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Ability Housing Association
Year ended 30 September 2007

Notes to the Financial Statements

11.

12.

Tangible fixed assets — properties (continued)

Expenditure on works to existing properties

Amounts capitalised
Amounts charged to income and expenditure
account

Total
Social housing grant
Total accumulated SHG recewvable at 30

September was

Capital grants

2007 2006
£ £
163,474 142,012
182,241 207,295
355,715 349,307
2007 2006
£ £
18,167,391 16,517,298

Housing properties book value, net of depreciation and grants, and offices net book value {note

12) comprises.

2007 2006
£ £
Freehold land and buildings 4,365,090 3,604,362
Long leasehold land and buldings 2,200539 1,612,028
6,574,629 5,216,390
Tangible fixed assets - other
Freehold Office Scheme Total
offices  equipment furniture
& vehicles
£ £ £ £
Cost
At 1 October 2006 443,774 435,165 249,014 1,127,953
Addtions - 61,160 22,001 83,161
Disposals - {24,685) (26,983) (51,668)
At 30 September 2007 443,774 471,640 244,032 1,159,446
Depreciation
At 1 October 2006 77,909 358,796 224,744 661,449
Charged in year 8,704 66,419 15,460 90,583
Released on disposal (24,685) (26,983) (51,868)
At 30 September 2007 86,613 400,530 213,221 700,364
Net book value
At 30 September 2007 357,161 71,110 30,811 459,082
At 30 September 2006 365,865 76,369 24,269 466,504
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Ability Housing Assocration
Year ended 30 September 2007

Notes to the Financial Statements

13. Debtors

2007 2006
£ £
Due within one year
Rent and service charges recevable 62,499 60,614
Less Provision for bad and doubtful
debts (21,108) (11,713)
41,391 48,901
Other debtors 41,346 355,484
Prepayments and accrued income 184,897 164,005
267,634 568,390
14,  Creditors: amounts falling due within one year
2007 2006
£ £
Debt (note 17) 16,000 16,000
Trade creditors 178 13,229
Rent and service charges recewed n
advance 38,042 34,959
Recycled caprtal grant fund - 289,666
Other creditors 132,001 241,159
Accruals and deferred income 157,633 103,240
343,854 698,273

15. Creditors: amounts falling due after more than one year

Debt {note 17)
Social Housing Grant in excess of cost

2007 2006

£ £
1,180,997 1,207,917
53,112 53,112
1,234,109 1,261,029
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Ability Housing Association
Year ended 30 September 2007

Notes to the Financial Statements

16.  Recycled capital grant fund

At 1 October

Interest accrued
Purchase/development of properties

Balance at 30 September

17.  Debt analysis

Due within one year
Housing Loans

Due after more than one year
Housing Loans

Within one year

Between one and two years
Between two and five years
After five years

Loans are secured by fixed charges on individual properties  The loans are repaid in monthly or half-

2007 2006
£ £

289,686 289,686

8,000 -
(297,686) -
- 289,666
X 289,686
2007 2006
£ £
16,000 16,000
2007 2006
£ £
1,180,997 1,207,917
2007 2006
£ £
16,000 16,000
16,000 16,000
48,000 48,000
1,116,997 1,143917

1106907 1223917

yearly instalments over the agreed penod of the loan The final instalments fall to be repaid in the penod

2013 t0 2053

At 30 September the Association had undrawn loan facilities of £5,000,000 (2006 £nil)
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Ability Housing Association
Year ended 30 September 2007

Notes to the Financial Statements

18. Reserves

Major Designated Revenue Total
Repairs Reserve Resarve Reserves
Reserve
£ £ £ £
At 1 October 2006 771,523 - 3,966,857 4,738,380
Surplus for the year - - 889,873 889,873
Transfers from revenue reserve 150,000 300,000 (450,000} -
Transfers to revenue reserve (192,241) - 192,241 -
At 30 September 2007 720,282  300.000 4598971 5628253
19.  Financial commitments
Capital expenditure commitments were as follows:
2007 20086
£ £
Capital expenditure
Expenditure contracted for but not provided in the
accounts 1,957,000 2,321,000
Expenditure authonsed by the board, but not
contracted 3,454,000 4,403,000
5411000 6,724,000
The commitments will be funded by a combination of the Association's own cash resources, Social
Housing and other capital grants and the secured loan funding facility
20. Contingent liabilities
There are no significant contingent habiliies (2006 £nil)
21. Reconciliation of operating surplus to net cash inflow from operating
activities
2007 2006
£ £
Operating surplus 669,735 561,427
Depreciation of tangible fixed assets 116,292 96,912
Legacy Income 297,380
1,083,407 658,339
Working capital movements
Debtors 300,756 (74,802)
Creditors {64,734) (76,753)
Net cash inflow from operating activities 506,784

1,319,429



Abiltty Housing Association
Year ended 30 September 2007

Notes to the Financial Statements

22. Reconciliation of net cash flow to movement in net debt

(Decrease) in cash
Cash flow from decrease tn debt finance

Increase in net debt/ funds from cash flows

Total changes in net debt/ funds for the penod

Net funds at 1 October
Net (debt) at 30 September

23.  Analysis of net debt

Cash at bank and in hand

Changes In cash
Current asset investment

Loans
Social Housing Grant in excess of cost

Changes in debt

Changes in net debt

24. Financial assets and liabilities

Financial liabilities excluding trade creditors — interest rate risk profile.

2007
£

(549,931)

26,920

(523,011)

(523,011)

(465,066)

(988,077)
1 October Cash 30
2006 Flow September
2007

£ £ £

811,963 (549,931) 262,032
811,963 (549,931) 262,032
(1,223,917} 28,920 (1,196,997}
(53,112) - (53,112}
{1,277,029) 26,920 (1,250,108)
(465,066) {623,011) (988,077)

2006

£
(1,440,375)

22,291

(1.418,084)

{1,418,084)
953,018

(465,066)

The group's financial habilites are sterling denominated The interest rate profile of the group's financial

habiities at 30 September was

Floating rate
Fixed rate

Total (note 17)

2007
£

954,262
242,735

1,196,997

2006
£

976,305
247612

1,223,917

The fixed rate financial habiities have a weighted average interest rate of between 8 125% and 11 375%

for penods between 6 and 46 years

The floating rate financial habilibes compnse housing loans that bear interest at rates between 6 00% and

8 84% (2006 555% and 7 84%)
The debt matunty profile 1s shown in note 17
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Ability Housing Assoctation
Year ended 30 September 2007

Notes to the Financial Statements

24,

25.

Financial assets and liabilities

Borrowing facilities
The group has undrawn committed borrowing faciliies The faciliies available at 30 September in respect
of which all condiions precedent had been met were as follows

2007 2006

£ £

Expinng in more than two years 5,000,000 -
5,000,000 -

Related parties

There are two beneficiary members of the board Their tenancy / support service agreements are on
normal commercial terms and they are not able to use their position to their advantage
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