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Registration, Board members, Executive and Advisors
Registered office

Twynham Housing Association is a Registered Social Landlord (Housing Corporation reg. no. L3886) and is also
registered under the Industrial and Provident Societies Act 1965 (Reg. no. 26769R). The registered office of the
Association is:

2nd Floor, Dolphin House
Wick Lane
Christchurch
Dorset BH23 1HX

Board members (including changes in Board membership since the previous Annual General Meeting)

Ronald Manley – Chairman (appointed 6 May
2004) ∅

Charles Kaye (resigned 1 April 2005)#

Irene Rawson (resigned 9 September 2004) Derek Owers (appointed 1 March 2004, resigned 8 May 2004)

Malcolm Waller (resigned 6 May 2004) Ellen Annetts

Amanda Davies (resigned 1 April 2005)# Martin Ward (appointed 6 May 2004, resigned 29 June 2004)

Malcolm Hudson (resigned 9 September
2004)

Mary Luhman (appointed 6 May 2004)

Councillor John Lofts* Christopher Stapley ∅

Councillor Sue Spittle* Roger Westcott (appointed 6 May 2004) *

Alan Ward (resigned 1 April 2005)# Peter Lucas (appointed 27 August 2004, resigned 6 June 2005)

Scott Baxendale (resigned 29 June 2004,
reappointed 9 September 2004, resigned 22
April 2005)

Ron Barrett (appointed 23 November 2004) *

Ernie Hemsley* Brian Cosstick (appointed 14 April 2005)

* These members were also appointed to serve on the Audit Committee during the year.

∅ Christopher Stapley resigned as Chairman of the Board of Management on 14 April 2005 but remained as an
ordinary board member.  Ron Manley was elected as Chairman of the Board on the same date.

# These three board members are Housing Corporation appointees whose appointment to the board was ended on 1
April 2005.

Executive team (as at 31 March 2005)

Julian Ashby Interim Chief Executive (appointed 6 January 2005, retired 31 March 2005)

Michael Barnes Finance Director and Company Secretary

Marion Franks Operations Director (appointed Managing Director on 1 April 2005)

Auditors Deloitte and Touche LLP
(external audit)

Mazars (internal audit)

Solicitors Trowers and Hamlins

Preston and Redman

Bankers Lloyds TSB

Valuers DTZ Pieda Consulting
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The Board present their annual report and the audited financial statements for the year ended 31 March 2005.

Principal Activity

The principal activity of Twynham Housing Association is the provision of rented accommodation for people in
housing need and related services. To this end the Association manages housing properties in Christchurch,
Bournemouth, New Forest, Poole and other areas of Dorset and Hampshire.

Review of the Business

Twynham made a deficit on ordinary activities before tax of £230,000 for the year compared to a deficit of £67,000
for the previous year. The taxation credit for the year was £2,000 (2004: £46,000 credit). The valuation of the
completed housing properties owned by the Association, valued on an existing use, social housing basis, was £70.5
million as at 31 March 2005, an increase of  £1.4 million from the previous year.

2 properties were acquired during the year and 22 properties were sold under Right to Buy, Right to Acquire and
DIYSO staircasing terms.

In the previous year, independent consultants completed a survey of the condition of the Association’s dwelling
stock. The survey identified the works required to maintain the Association’s properties and to ensure that they met
`Decent Homes’ standards within the timescale required by legislation. The long-term cost implications of the
survey have been factored into the Association’s long-term financial plan. A total of £3.5 million was spent in the
year on the maintenance of dwellings owned by the Association.

Total housing loans advanced to the Association from banks at the year-end was £45.2 million (2004 - £47.1
million). The average interest rate for the year over all housing loans was 6.9% (2004 – 6.4%). The total of
undrawn loan facilities available at the year-end was £14.5 million.

Governance

The Association’s governing instrument is its Rules. During the year, the members of the Association adopted a
new set of Rules, based on the National Housing Federation Model Rules 1998, in order for Twynham to become a
subsidiary of Sovereign Housing Group Limited (Housing Corporation reference L4438). Following the adoption of
these Rules, the Association became a subsidiary of Sovereign Housing Group under an Intragroup Agreement dated
1 April 2005. These Rules and Intragroup Agreement allow for Sovereign Housing Group to hold one share in
Twynham Housing Association and to exercise certain other rights such as the right to remove and replace members
of the Twynham Board. The Twynham Board has the right to nominate one of its members to the Board of
Sovereign Housing Group Limited, to the Group Audit and Risk Committee and to the Group Remuneration and
Nominations Committee.

The Association’s enforcement level supervision status, imposed by the Housing Corporation in March 2003, was
lifted in April 2005.

The Board is the governing body of Twynham Housing Association and is responsible for determining the strategic
direction and policies of the Association, for establishing and overseeing control and risk management frameworks
and for ensuring that the Association achieves its aims and objectives (since joining the Sovereign Housing Group
in April 2005 some aspects of these responsibilities are exercised at a Group level). The Board met 11 times during
the year ending 31 March 2005. Christchurch Borough Council nominates two of the Board members, and there are
three members elected by the tenants of the Association. Board members receive reimbursement for expenses but
receive no remuneration. The obligations of board members are to uphold the values, objectives and key policies of
the Association; to contribute to and share responsibility for board decisions; to read board papers and attend
meetings, training and other events; to represent the Association and uphold its values, policies and decisions; to
respect confidentiality of information; to declare any matter in which their personal interests might conflict with the
interests of the Association; and to ensure that they conduct themselves in a way which does not damage the good
reputation of the Association or conflict with regulatory requirements.

Tenant board members must hold, either alone, jointly or with others, a tenancy, lease or licence to occupy one of
the Association’s properties for residential use and must satisfy a number of other criteria. Vacancies for tenant
board members are advertised in the Association’s newsletter and prospective members must complete a nomination
form signed by a proposer and seconder who must also be tenants of the Association. Where the number of
candidates exceeds the number of vacancies on the Board, the details of prospective candidates are circulated to all
tenants and a postal ballot is held prior to the Annual General Meeting of the Association.
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Vacancies for ordinary board members, i.e. those members who are neither tenant board members nor nominees, are
identified through advertisement or by using an appropriate list of potential board members.  Selection is on the
basis of an application form and an interview with a panel of board members. After attending two meetings of the
Board as an observer, and a further meeting with the Managing Director and Chairman of the Association, the
appointment is submitted for approval by the Board. All appointments must be ratified at the following Annual
General Meeting.

Audit Committee and Remuneration and Recruitment Committee

The Board delegates some of its responsibilities to the Audit Committee and to the Remuneration and Recruitment
Committee under written terms of reference. The Audit Committee met 4 times and the Remuneration and
Recruitment Committee met twice in the year ending 31 March 2005.

Employees

The Association encourages employees to be well informed about the affairs of the Association and achieves this
through a staff newsletter, departmental meetings and formal and informal briefings. A Joint Consultative
Committee comprising members of the Senior Management Team and staff exists to discuss employee conditions
of service and other matters and this Committee meets regularly.

The Association’s Equality and Diversity Statement is designed to ensure that persons with disabilities are not
prevented from seeking or securing employment with the Association.

The Health and Safety Policy is designed to ensure that the Association does all that is reasonably practicable to
prevent personal injury and damage to property and to protect everyone from foreseeable work hazards. All
contractors working for the Association are also bound by this policy. During the year, external Health and Safety
advisors provided advice on Health and Safety matters to the Association. Since joining the Sovereign Housing
Group the Association has adopted the Group Health and Safety Policy and a contract has been entered into with
Sovereign Housing Association for the provision of Health and Safety advice.

The Association is committed to training staff in order to meet business needs and supports employees who
undertake professional and other training. During the year £48,000 was incurred on staff training and conferences
(2004 - £34,000).

Donations for charitable and political purposes

The Association made no donations to housing related charities during the year (2004 - £Nil) and no donations were
made to political organisations (2004 - £Nil).

Code of Governance

The Board of Management has considered the National Housing Federation Code of Governance entitled
`Competence and Accountability 2004’ and has reviewed the extent to which the Association complies with its
recommendations. The Board endorses the spirit and principles of the Code and has established an action plan to
enable the Association to achieve full compliance.

Statement of the Board of Management’s Responsibilities

The Industrial and Provident Societies Acts and housing association legislation require the Board of Management to
prepare financial statements for each financial year, which give a true and fair view of the state of affairs of the
Association as at the end of the financial year and of the surplus or deficit for that period.  In preparing those
financial statements, the Board of Management is required to:

• select suitable accounting policies and then apply them consistently;

• make judgements and estimates that are reasonable and prudent;

• state whether applicable accounting standards have been followed; and

•  prepare the financial statements on a going concern basis unless it is inappropriate to presume that the
Association will continue in business.

The board is 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 the
Industrial and Provident Societies Acts 1965 to 2002, Schedule 1 to the Housing Act 1996, the Industrial and
Provident Societies (Group Accounts) Regulations 1969 and the Accounting Requirements for Registered Social
Landlords General Determination 2000.  It has general responsibility for taking reasonable steps to safeguard the
assets of the Association and to prevent and detect fraud and other irregularities.
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Approved by the Board of Management

Date: 12 September 2005

Ronald Manley Roger Westcott
(Chairman of the Board of Management) (Chairman of the Audit Committee)
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STATEMENT OF COMPLIANCE WITH THE HOUSING CORPORATION CIRCULAR R2-25/01

Responsibility for systems of internal control and review of their effectiveness

The Board of Management acknowledges its responsibilities for the Association’s systems of internal control and
for reviewing their effectiveness. The Board recognises that such a system can provide only reasonable and not
absolute assurance against material misstatement or loss.

The key elements of the controls are as follows:

•  The Board has adopted a management structure designed to provide clear reporting lines and responsibilities
and has delegated some of its business to the following two committees:

•  The Audit Committee, which is responsible for monitoring and assessing the internal controls of the
Association in order to give assurance to the Board that these are adequate.

•  The Remuneration and Recruitment Committee was responsible during the year for a number of matters
including the remuneration and recruitment of the Association’s Directors.

• The Board have also established a number of working groups comprising board members and staff to scrutinise
draft policies, to review various aspects of the business in order to improve efficiency and customer service and
to consider other matters. These working groups can make recommendations to the Board but have no
delegated powers.

• Financial management reports, including comparisons with annual budgets and agreed targets, are presented to
the Board quarterly.

• The Board approves the annual budget prior to the start of the financial year. A Business Plan and a thirty-year
financial forecast are produced annually.

• The Business Plan was independently reviewed as part of the due diligence process prior to Twynham Housing
Association joining the Sovereign Housing Group on 1 April 2005.

• An independent firm, which has direct access to the Audit Committee, provides internal audit services.

•  Reports are submitted to the Board of Management for prior approval, on all significant changes to the
Business Plan. These reports include an assessment of risk.

•  On joining the Sovereign Housing Group in April 2005 the Board undertook to implement the Group Risk
Management Policy.

No instances of fraud were reported during the year.

Internal Control Assurance
The Board delegates day-to-day management to the Management Team. As at 1 April 2005 the Management Team
comprised the Managing Director, Finance Director, Operations Manager, Finance Manager, Asset Manager and Human
Resources Manager.

The position of Managing Director was formed on 1 April 2005, when Twynham Housing Association joined the
Sovereign Housing Group. The Managing Director has line responsibility for day-to-day management, and is also a
member of the Group Management Team. The Twynham Management Team, through its functional departments, is
responsible for maintaining systems of internal control.

A key instrument of internal control is the thirty-year business plan, which is reviewed and approved by the Board
annually. From 1 April 2005, it is also reviewed by the Group Management Board.

The thirty-year business plan is interpreted into annual budgets with appropriate budgetary control procedures in place.
Budget controllers receive monthly monitoring reports as well as having immediate on-line access to budgetary control
information.  Management Accounts are submitted to the Board quarterly.

The Board annually review Standing Orders and Financial Regulations, which, from 1 April 2005, are in line with Group
requirements. These form the basis for the systems of delegation and control, including financial control, which are in
place throughout the Sovereign Group.

Internal audit is delivered through an independent firm. There is a two-year audit plan running to 31 March 2006,
based on a risk assessment of the Association’s activities. Issued audit reports are discussed at Audit Committee,
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with emphasis on recommendations to improve the system of internal control. Recommendations that become due
are revisited by internal audit. Non-compliance is assessed and reported to the Audit Committee and future actions
are agreed with the Management Team.

Risk Management Strategy

On joining the Sovereign Housing Group in April 2005 the Association undertook to implement the Group Risk
Management policy. This recognises the quantification and aggregation of risks faced (categorised into strategic and
operational risks), along with the need to take appropriate and effective action to control, manage or mitigate the risks.

The evolution of this strategy is towards embedding risk management within the everyday activities of the Association.
The Group Audit Committee will oversee the Risk Management Strategy and the progress in managing Strategic Risks
and Operational Risks.

The Risk Management Strategy requires risks to be reviewed annually and takes account of the extent to which risks have
already been provided for in the current business plan.  For the year ended 31 March 2006, and annually thereafter, the
members of the Twynham Management Team will prepare an assurance statement on the effectiveness of the systems of
internal control in their departments. These will be reported to the Audit Committee.
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INDEPENDENT AUDITORS’ REPORT

TO THE MEMBERS OF TWYNHAM HOUSING ASSOCIATION LIMITED

We have audited the financial statements of Twynham Housing Association Limited for the year ended 31 March
2005 which comprise the income and expenditure account, the statement of total recognised surpluses and deficits,
the note of historical cost surpluses and deficits, the balance sheet, the cash flow statement, and the related notes 1
to 30. These financial statements have been prepared under the accounting policies set out therein.

This report is made solely to the Association’s members, as a body, in accordance with section 9 of the Friendly
and Industrial and Provident Societies Act 1968. Our audit work has been undertaken so that we might state to the
Association’s members those matters we are required to state to them in an auditor’s report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Association and the Association’s members as a body, for the audit work, for this report, or for the opinions we
have formed.

 Respective Responsibilities of the Board and Auditors

As described in the Report of the Board of Management, the Board is responsible for preparing the financial
statements, which are required to comply with United Kingdom law and accounting standards, and for other
information issued with the financial statements.  Our responsibilities, as independent auditors, are established by
statute, the Auditing Practices Board and our profession’s ethical guidance.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Industrial and Provident Societies Acts 1965 to 2002, Schedule 1 to the Housing
Act 1996 and the Accounting Requirements for Registered Social Landlords General Determination 2000.  We also
report to you if, in our opinion, the Report of the Board is not consistent with the financial statements, if the
Association has not kept proper accounting records, if we have not received all the information and explanations we
require for our audit, if a satisfactory system of control over books of account and transactions has not been
maintained or if information specified by law such as details of Board members’ and Directors’ transactions with
the Association and Directors’ emoluments is not disclosed.

We read the Report of the Board of Management and consider the implications for our report if we become aware of
any apparent misstatements.

Basis of Audit Opinion

We conducted our audit in accordance with United Kingdom auditing standards issued by the Auditing Practices
Board.  An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements.  It also includes an assessment of the significant estimates and judgements made by the Board
in the preparation of the financial statements, and of whether the accounting policies are appropriate to the
Association’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information 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 material misstatement, whether caused by fraud or other irregularity or error.  In forming our opinion
we also evaluated the overall adequacy of the presentation of information in the financial statements.
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INDEPENDENT AUDITORS’ REPORT (continued)

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the Association at 31 March
2005 and of the surplus of the Association for the year then ended and have been properly prepared in accordance
with the Industrial and Provident Societies Acts 1965 to 2002, Schedule 1 to the Housing Act 1996 and the
Accounting Requirements for Registered Social Landlords General Determination 2000.

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
Southampton

12 September 2005
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Note 2005
£’000

2005
£’000

2004
£’000

2004
£’000

TURNOVER 2 9,768 9,420

Operating costs 2 (7,872)       
(6,836)

(7,872) (6,836)

OPERATING SURPLUS 2, 9 1,896 2,584

Surplus on sale of housing properties 973 329

Interest receivable 7 128 80

Interest payable and similar charges 8 (3,227) (3,060)

DEFICIT ON ORDINARY ACTIVITIES
BEFORE TAX

(230)
(67)

Taxation 10 2 46

DEFICIT FOR THE YEAR (228) (21)

Transfer from revaluation reserve 21 520 447

REVENUE DEFICIT BROUGHT FORWARD (1,918) (2,344)

REVENUE DEFICIT CARRIED FORWARD 22 (1,626) (1,918)

The turnover and deficit for the current and prior year relate to continuing activities.
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Note 2005
£’000

2005
£’000

2004
£’000

2004
£’000

Deficit for the financial year (228) (21)
Revaluation of fixed assets 11, 21
      Gross valuation 1,214 6,023
      Depreciation eliminated 774 753

         1,988 6,776

Total recognised surpluses and deficits for the year 1,760 6,755

NOTE OF HISTORICAL COST SURPLUSES AND DEFICITS
Year ended 31 March 2005

2005
£’000

2004
£’000

Deficit on ordinary activities before taxation (230) (67)
Difference between historical cost depreciation charge and the actual

depreciation charge for the year calculated on the revalued amount 320 296
Realisation of property valuation gains of prior years 200 152

Historical cost surplus for the year 290 381

Historical cost surplus for the year after taxation and
extraordinary items 292 427
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Note 2005
£’000

2004
£’000

TANGIBLE FIXED ASSETS
Housing properties
At cost or valuation less depreciation 11 70,493 69,067
Other tangible fixed assets 11 240 200
Investments 12 - -

70,733 69,267

CURRENT ASSETS
Stock and work in progress 13 5 5
Debtors

- due within one year 14 849 1,008
- due after more than one year 14 132 132

Short term investments 15 1,116 2,600
Cash at bank and in hand 16 270 158

2,372 3,903
CREDITORS: amounts falling due within one year 17 (1,466) (1,938)

NET CURRENT ASSETS 906 1,965

TOTAL ASSETS LESS CURRENT
LIABILITIES

71,639 71,232

CREDITORS: amounts falling due after more than
one year 18 46,588 47,941

CAPITAL AND RESERVES
Called up share capital 20 - -
Revaluation reserve 21 26,677 25,209

Revenue reserve deficit 22 (1,626) (1,918)

71,639 71,232

These financial statements were approved by the Board of Management on 12 September 2005

Signed on behalf of the Board of Management by

Ronald Manley Roger Westcott

(Chairman of the Board of
Management)

(Company Secretary) (Chairman of the Audit Committee)
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Note 2005
£’000

2005
£’000

2004
£’000

2004
£’000

Net cash inflow from operating activities 23 (a) 3,031 3,705

Returns on investment and servicing of finance
Interest received 128 80
Interest paid (3,229) (3,043)

Net cash outflow from returns on
investments and servicing of finance (3,101) (2,963)

Capital expenditure and financial investment
Purchase and improvement of  housing
properties

(955) (516)

Social Housing Grant received - 32
Receipts from property sales 1,720 942
Receipts from sales of other tangible fixed assets - 93
Purchase of other tangible fixed assets (129) (102)

Net cash inflow from capital expenditure
and financial investment 636 449

Net cash inflow before financing 566 1,191

Management of liquid resources
   Sale/(purchase) of current asset investments 1,484 (1,400)

Financing
Loan principal repayment (1,938) (24)

Net cash outflow from financing 23(c) (1,938) (24)

Increase/ (decrease) in cash 23 (b, c) 112 (233)
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1. ACCOUNTING POLICIES

The Association is incorporated under the Industrial and Provident Societies Acts 1965 to 2002.  The
financial statements have been prepared under the historical cost convention as modified by the revaluation of
housing properties and in accordance with applicable accounting standards, the Accounting Requirements for
Registered Social Landlords General Determination 2000 and of the recommendations of the Statement of
Recommended Practice issued by the National Housing Federation.

Turnover

Turnover represents rental income receivable, income from the management of properties owned by other
organisations and individuals, revenue grants from the Housing Corporation and other income.

Tangible fixed assets and depreciation

Tangible fixed assets, except housing properties, are stated at cost less accumulated depreciation.
Depreciation is charged on a straight-line basis over the expected useful economic lives of the assets at the
following annual rates:

Fixtures - 15%
Plant, machinery and motor vehicles - 25%
Computer hardware and software - 25%

Housing properties

Completed housing properties including shared ownership properties are revalued annually and included in
the balance sheet at Existing Use Value - Social Housing (EUV-SH) less depreciation (see note 11).
Depreciation is calculated on the total EUV-SH value of the properties less the EUV-SH value of land. The
majority of properties are assumed to have a total economic useful life of 120 years from the date of
construction although in the case of certain system-built properties this is reduced to 80 years. Depreciation
is calculated on a straight-line basis over the remaining anticipated economic useful life of each property.

Impairment reviews are carried out for all properties in accordance with FRS 11.

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
business.  The Association capitalises works to housing properties, to the extent that they are considered to
be improvements, by applying a series of standard percentages to expenditure incurred during the year
depending on the category of works concerned. For 2004/05 these percentages have been reviewed with the
result that a lower proportion of total works to dwellings has been capitalised than in previous years. These
revised percentages have resulted in an additional £766,373 being charged to revenue than would have been
charged if the percentages applicable to the previous (2003/04) financial year had been applied.  Housing
properties in the course of construction are stated at cost and transferred to housing properties when
completed, except for properties being developed for sale, which are shown, at cost, as work in progress.

At the balance sheet date, properties under construction include a provision for all costs certified to date
including the amount of the sum retained by the Association under the construction contract.

Shared ownership properties

Proceeds from the sale of the first tranche of sales of shared ownership properties are credited against cost.
Sales taking place after the initial purchase by the part owner are accounted for as disposals of fixed assets,
with the relevant proportion of cost being taken into cost of sales.  Provision is made for all irrecoverable
deficits after taking into account the abatement of Social Housing Grant (SHG).

Social Housing Grant

Where developments have been financed wholly or partly by Social Housing Grant (SHG), the cost of these
developments, as shown in note 11 to the accounts, has been reduced by the amount of the grant received.  

1. ACCOUNTING POLICIES (continued)

The cost of housing properties includes the costs of improvement works and the administrative and other
costs of the Association’s development programme.
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SHG is normally paid in tranches following the occurrence of key events during the course of scheme
development.  The relevant tranches of SHG are reflected in note 11 to the accounts on the occurrence of each
event, even if the SHG has not been received by that date.

Social Housing Grant (continued)

Although SHG is treated as a grant for accounting purposes, it is nevertheless repayable in certain
circumstances.  However, upon the sale of SHG funded property the SHG is normally transferred to a
Recycled Capital Grant Fund or Disposals Proceeds Fund included in the balance sheet within creditors.
Interest is added at a notional rate based upon clearing bank deposit account rates.

Revaluation reserve

The difference between the cost of completed properties as defined above and their valuation has been
capitalised and included in the revaluation reserve in the balance sheet.  Housing properties are revalued every
year.

Value Added Tax

The Association is registered for Value Added Tax (VAT). A large proportion of the Association’s turnover,
including rents, are exempt from VAT and consequently the amount of input VAT that can be recovered is
limited. Expenditure is shown in the accounts inclusive of VAT. The amount of VAT, which the
Association can recover, is credited to the income and expenditure account.

Rentals under operating leases

Rentals are charged to the income and expenditure account as incurred.

Pension costs

The Association participates in a defined contribution money purchase pension scheme and a defined benefit
pension scheme based on the final pensionable pay. The latter scheme is now closed to new members.

In respect of the defined contribution scheme employer’s contributions are charged to the income and
expenditure account in the year incurred.

In respect of the defined benefits scheme the expected cost of providing pensions and other post retirement
benefits, as calculated periodically by professionally qualified actuaries, is charged to the income and
expenditure account so as to spread the cost over the service lives of employees in such a way that the
pension cost is a substantially level percentage of current and expected future pensionable payroll costs. Note
27 gives details on progress towards the implementation of FRS 17 (Retirement Benefits).

Cyclical repairs and maintenance

The Association does not provide for liabilities that are not contracted for at the year-end.  Consequently,
cyclical repairs and maintenance costs incurred are charged to the income and expenditure account when
incurred.

Stock

Stocks represent the cost of Careline equipment for sale.  They are stated at the lower of cost and net
realisable value.
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1. ACCOUNTING POLICIES (continued)

Taxation

 Deferred tax is recognised in respect of all timing differences that have originated but not reversed by the balance
sheet date, except as required otherwise by FRS 19.  Deferred tax is not recognised on permanent differences.

Deferred tax is not required to be recognised on timing differences arising on the revaluation of non-monetary
assets, unless the asset is continuously revalued to fair value with changes being recognised in the income and
expenditure account.  The regular revaluation of housing properties on an EUV-SH does not fall into this category
as the changes do not normally go to the income and expenditure account, and deferred tax is therefore not
provided on this revaluation. Deferred tax is not be recognised if it is more likely than not that the taxable gain
will be rolled over.

Current asset investments

Where there is an intention to realise investments in the short term without reinvestment of the sale proceeds, such
investments are included in current assets at the lower of cost and market value.

Subsidiary undertakings

Twynham Housing Association Limited owns a subsidiary called Crescent Grange Management Limited which is
incorporated in England and Wales.  Crescent Grange Management Limited has 14 shares, which are owned by
Twynham Housing Association Limited.

Crescent Grange Management Limited is dormant.  The net assets of Crescent Grange Management Limited are not
material and are not consolidated with Twynham Housing Association Limited’s accounts.
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2. PARTICULARS OF TURNOVER, COST OF SALES, OPERATING COSTS AND OPERATING
SURPLUS

2005

Turnover
Operating

costs

Operating
surplus/
(deficit)

£’000 £’000 £’000

Social housing lettings 8,945 6,373 2,572
Other social housing activities 606 1,455 (849)
Non-social housing activities:
   Lettings 217 44 173

9,768 7,872 1,896

2004

Turnover
Operating

costs

Operating
surplus/
(deficit)

£’000 £’000 £’000

Social housing lettings 8,641 5,362 3,279
Other social housing activities 569 1,444 (875)
Non-social housing activities:
   Lettings 210 30 180

9,420 6,836 2,584

Housing properties in management
2005

No.
2004

No.

General needs housing 2,198 2,198
Supported housing 4 4
Hostels and shared housing (managed by another body) 27 27
Shared ownership housing 165 177
Long leaseholders 176 174
Other housing 21 26

2,591 2,606
Managed but not owned by the Association 291 325

2,882 2,931

The amount of supported housing management grant received by the Association in 2005 in respect of the
above properties was £184,000 (2004: £186,000).
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3. PARTICULARS OF INCOME AND EXPENDITURE FROM SOCIAL HOUSING LETTINGS

General
needs

housing
£’000

Supported
housing

£’000

Temp
social
housing

£’000

Shared
ownership

housing
£’000

Other
housing

£’000

2005
Total

£’000

2004
Total

£’000

Rent receivable net of
identifiable service charges 7,817 - 1,825 293 - 9,935 9,702
Service income 253 -  52 36 68 409 311

   Support Services - 184 - - -        184 186

Gross rental income 8,070  184 1,877 329 68 10,528      10,199
Voids (96) - (98) - -      (194) (200)
Property lease charges -

-
(1,389) - -   (1,389) (1,358)

  Turnover from social
housing lettings 7,974 184 390 329 68  8,945 8,641

Management 1,772 3 312  6 27 2,120 1,854
Services 390 - 52 45 149 636 619
Care and support costs -   205               - -      205 226
Routine maintenance 909 - 80 -   989 1,374
Planned maintenance

   including major repairs 1,499 - - -       1,499 367
Bad debts 40 -            110 -       150 169
Depreciation of housing
Properties 725 -

          
   - 49    774 753

Operating costs on social
   housing lettings 5,335 208 554 100 176 6,373 5,362

Operating surplus/(deficit)
   on social housing lettings 2,639          (24) (164) 229 (108)    2,572 3,279

4. PARTICULARS OF TURNOVER FROM NON-SOCIAL HOUSING ACTIVITIES
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2005 2004
£’000 £’000

Market renting 100 119
Other 117 91

217 210

5. DIRECTORS’ EMOLUMENTS

Details of the remuneration paid to the directors of the Association (members of the Board of Management,
the Chief Executive and persons reporting directly to the Chief Executive or the Board whose total
emoluments exceeded £40,000 per annum) were as follows:

2005
£’000

2004
£’000

Total emoluments paid to officers and senior executives
(including pension contributions and benefits in kind but
excluding VAT) 213 201

Emoluments (excluding pension contributions but including
payments for loss of office) paid to the highest paid director 64 69

Consideration payable to Parchment Housing Group & the
New Forest District Council for the services of two directors
for part of the year (excluding VAT) - 35

Total expenses reimbursed to the members of the Board of
Management not chargeable to United Kingdom income tax 6 4

Payments to third parties to perform the role of interim
  Chief Executive 29 -

No member of the Board of Management received any emoluments during the year.
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6. EMPLOYEE INFORMATION

The average number of persons (including the Chief Executive) employed during the year, expressed in full
time equivalents, was:

2005
No

2004
No

Office staff 60.6 62.8
Wardens, operators, caretakers and cleaners 21.7 22.0

82.3 84.8

2005
£’000

2004
£’000

Staff costs (for the above persons):

Wages and salaries (including severance pay) 1,868 1,997
Social security costs 161 156
Other pension costs 118 140

2,147 2,293

7. INTEREST RECEIVABLE

2005
£’000

2004
£’000

Interest receivable on bank deposit accounts 128 80

8. INTEREST PAYABLE AND SIMILAR CHARGES

2005
£’000

2004
£’000

Interest on bank and building society
loans repayable in more than five years 3,182 3,020

Other charges 45 40

3,227 3,060
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9. OPERATING SURPLUS

Operating surplus is stated after charging:
2005

£’000
2004

£’000
Depreciation:
   On housing properties 774 753
   On other owned tangible fixed assets 89 79
Rentals under operating leases:

Hire of plant, machinery & vehicles 111 154
Other operating leases 158 164

   TSH operating leases 1,389 1,358
Investigation costs relating to Housing Corporation supervision - 1
Restructuring costs 59 212
Auditors’ remuneration (excluding VAT):

In their capacity as auditors 17 16
In respect of other services 8 10

10. TAXATION

Analysis of tax credit on ordinary activities
2005

£’000
2004

£’000

Corporation Tax payable - -
Deferred Tax – timing differences, origination and reversal 2 46
Adjustment in respect of prior years -

2 46

Factors affecting tax charge for the current year

The tax assessed for the period is lower than that resulting from applying the standard rate of corporation tax
in the UK of 30% (2004 – 30%).  The differences are explained below:

2005
%

2004
%

Standard tax rate for year as a percentage of profits 30 30
Effects of:
Expenses not deductible for tax purposes (143) (388)
Capital allowances in excess of depreciation 2 10
Utilisation of tax losses 94 270
Movement of short term timing differences - (7)
Heldover capital gains 47 63
Other deferred tax movements (47) 137

-
Difference between accounts and CGT cost (44) -
Indexation 14 22
Gain on revaluation 47 (137)

Current tax rate for year as a percentage of profits - -
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11. TANGIBLE FIXED ASSETS

Housing
properties
including

shared
ownership
properties

Plant,
machinery,

fixtures and
motor

vehicles

Computer
hardware

 and
 software Total

£’000 £’000 £’000 £’000
Cost/valuation
At 1 April 2004 69,067 724 696 70,487
Additions 955 106 23 1,084
Disposals (743) - - (743)
Surplus on revaluation 1,214 - - 1,214

At 31 March 2005 70,493 830 719 72,042

Depreciation
At 1 April 2004 - 596 624 1,220
Charge for the year 774 53 36 863
Disposals - - - -
Eliminated on revaluation (774) - - (774)

At 31 March 2005 - 649 660 1,309

Net book value
At 31 March 2005 70,493 181 59 70,733

At 31 March 2004 69,067 128 72 69,267

Cost or valuation at
31 March 2005 is

represented by:
Gross cost 68,398 830 719 69,947

Less SHG (24,582) - - (24,582)
Revaluation reserve 26,677 - - 26,677

70,493 830 719 72,042

Social Housing Grant
At 1 April 2004 24,657 - - 24,657
Transferred from RCGF 68 - - 68
Transferred to RCGF (143) (143)

At 31 March 2005 24,582 - - 24,582

Additions to housing properties in the course of construction during the period included capitalised interest
of £nil (2004 - £nil).
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11. TANGIBLE FIXED ASSETS (continued)

The Association’s housing properties as at 31 March 2005 were professionally valued by DTZ Pieda
Consulting on the basis of their Existing Use Value - Social Housing (EUV-SH).  The valuation was
undertaken in accordance with the RICS Statements of Asset Valuation Practice and Guidance Notes.  In
determining this valuation, the valuers made use of discounted cash flow methodology and key assumptions
made concerned the level of right to buy sales, future rents, the rate of turnover of existing tenants, the level
of property sales and the discount rate.  The assumed nominal discount rate in respect of rental income was
8.65% (real rate  6.0%).  On this basis the value of the completed housing properties plus commercial
properties owned by the Association, was £70.5 million.  These housing properties have been included in
the accounts at this valuation, resulting in a revaluation reserve to reflect the excess over net book value.

Housing Properties were valued at a figure of £70.5 million as at 31 March 2005. The historic cost of these
properties was £69.2 million (gross of social housing grant) of which £0.4 million comprised leasehold
properties with the balance being freehold properties. The valuation at 31 March 2005 does not differentiate
between freehold and leasehold properties.

As outlined in note 1, the extent to which the Association identifies works to housing properties as
improvements has been reviewed during the year which has resulted in a decrease in the amount that would
have been charged to capitalised improvements of £766,373.

Total Social Housing Grant receivable to date is as follows:

2005
£’000

2004
£’000

SHG and other capital grants deducted from housing properties - cost 24,582 24,657
Add cumulative amount credited to income and expenditure account 1,872 1,872

Total Social Housing Grant receivable to date 26,454 26,529

12. INVESTMENT HELD AS FIXED ASSETS

2005
£

2004
£

Shares in subsidiary undertaking 14 14

The above investment is unlisted.  Information in respect of the subsidiary undertaking is as follows:

Subsidiary
Country of incorporation
/legislation Activity

Portion of ordinary
shares held

Crescent Grange Management Limited England Dormant 100%

13. STOCK

2005
£’000

2004
£’000

Stock 5 5

Stocks represent the cost of Careline equipment for sale.
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14. DEBTORS

2005
£’000

2004
£’000

Amounts falling due within one year:
Rental debtors 515 371
Less provision for bad debts (331) (204)

184 167
Deferred tax asset (see note 19) 48 46
Other debtors 384 561
Prepayments and accrued income 233 234

849 1,008

Amounts falling due after more than one year:
Loan to Oriole Properties Ltd 132 132

The loan to Oriole Properties Ltd is repayable on 15th March 2013.

15. SHORT TERM INVESTMENTS

2005
£’000

2004
£’000

Short term investments 1,116 2,600

Short-term investments represent sterling deposits on the U.K. money market, which are due to mature
within three months.

16. CASH AT BANK AND IN HAND

2005
£’000

2004
£’000

Bank deposit accounts 270 158

17. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2005
£’000

2004
£’000

Taxation and social security 73 90
Corporation tax - -
Trade creditors 795 540
Other creditors 277 288
Disposals proceeds fund 0 98
Recycled capital grant fund 0 353
Accruals and deferred income 321 569

1,466 1,938

The average number of days between receipt and payment of purchase invoices is 33 days (2004 - 29 days).
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18. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

2005
£’000

2004
£’000

Housing loans from:
Bradford & Bingley 40,454 42,352
Bank of Scotland 4,731 4,771

45,185 47,123

Disposals proceeds fund 363 260
Recycled capital grant fund 834 295
Temporary social housing lease contributions 206 263

_________ __________
1,403 818

46,588 47,941

Housing loans are repayable as follows:

     Repayable within 1-2 years - -
     Repayable within 2-5 years - -
     Repayable after 5 years 45,185 47,123

45,185 47,123

Interest on housing loans is charged to the income and expenditure account in the year that it is incurred.
The housing loans bore interest at variable rates and fixed rates at between 4.92 % and 8.86% per annum.

The housing loans are secured by first fixed charges over the Association’s housing properties. The value of
the 1,767 housing properties (including Shared Ownership), subject to fixed charges in favour of Bradford &
Bingley PLC (the principal lender), was professionally assessed by DTZ Pieda Consulting at £75 million as
at 31 March 2005 on the basis of the valuation methodology defined in the loan agreement with the principal
lender. The loan agreement requires the worth of the housing properties charged to the lender, assessed on
this basis, to be at least 125% of loans outstanding at the date of the valuation plus the value of projected
loan advances for the following 12 months. The projected loan debt with the principal lender as at 31 March
2006 is £40.5 million.

The total of undrawn loan facilities as at the year-end was £14.5 million (2004 - £12.6 million).

19. DEFERRED TAXATION

Deferred tax has not been provided on revaluations of fixed assets. This tax will only become payable if the
assets are sold and rollover relief is not obtained. The estimated amount of tax that would become payable in
these circumstances is £3,618,000  (2004: £3,729,000).

Deferred tax has not been provided in respect of gains realised that have been rolled over into the acquisition
cost of replacement assets. This tax will become payable if the replacement assets are sold and further
rollover relief is not obtained. The estimated amount of tax that would become payable in these
circumstances is £550,615  (2004: £230,657).
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19. DEFERRED TAXATION (continued)

2005
£’000

2004
£’000

Credit to profit and loss account 2 46

Analysis of deferred tax balance
Capital allowances in excess of depreciation 40 41
Short term timing differences 0 4
Losses 8 1

48 46

20. CALLED UP SHARE CAPITAL

2005
£

2004
£

Shares of £1 each allotted, issued and fully paid:
At 1 April 22 25
New shares issued / (shares cancelled) 5 (3)

At 31 March 27 22

The shares provide members with the right to vote at general meetings but do not provide any rights to
dividends or distributions on winding up, and are hence classified as non-equity in accordance with FRS 4.

21. REVALUATION RESERVE

2005 2004
£’000 £’000

Balance at 1 April 25,209         18,881
Revaluation in the year 1,214           6,023
Housing property depreciation eliminated on revaluation 774 753

27,197 25,657
_________ __________

Transfer to Accumulated Income & Expenditure
account in respect of housing property depreciation (320) (296)

Transfer of realised revaluation reserve (200) (152)
_________ __________

(520) (448)

Balance at 31 March 26,677 25,209
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22. MOVEMENTS ON REVENUE RESERVE

2005 2004
£’000 £’000

Balance at 1 April (1,918) (2,344)
Transfer from revaluation reserve (see note 21) 520 447
Retained surplus/(deficit) for the year (228) (21)

Balance at 31 March (1,626) (1,918)

23. NOTES TO THE CASH FLOW STATEMENT

(a) Reconciliation of operating surplus to net cash
inflow from operating activities

2005
£’000

2004
£’000

Operating surplus 1,896 2,584
Depreciation charges (housing property) 774 753
Depreciation charges (other fixed assets) 89 79
Profit on sale of fixed assets - (59)

2,759 3,357

Working capital movements
Decrease in debtors 159 144
(Decrease)/increase in creditors less than 1 year

(472) 366
Increase/(decrease) in creditors more than 1

year 585 (162)

Net cash inflow from operating activities 3,031 3,705

(b) Analysis of net debt At 1 April
2004

£’000
Cash flow

£’000

At 31 March
2005

£’000

Cash at bank and in hand 158 112 270
Housing loans due after more than one year (47,123) 1,938 (45,185)
Current asset investments 2,600 (1,484) 1,116

(44,365) 566 (43,799)

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

2005
£’000

2004
£’000

Increase/(decrease) in cash in the period 112 (233)
Cash outflowfrom decrease in debt financing 1,938 24
Cash (outflow)/ inflow from increase/decrease in

liquid resources (1,484) 1,400

Movement in net debt in the period 566 1,191
Net debt at start of period (44,365) (45,556)

Net debt at end of period (43,799) (44,365)
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24. RENT SURPLUS FUND

The Association has no schemes for which a contribution to a rent surplus fund is required under Section 55
of the Housing Act 1988.

25. CONTINGENT LIABILITIES

The Association had no contingent liabilities at 31 March 2005 (2004 - £nil).

26. LEGISLATIVE PROVISIONS

The Association is incorporated under the Industrial and Provident Societies Acts 1965 to 2002.

27. PENSION SCHEMES

Pensions arrangements
The pension cost figures used in these accounts comply with the current accounting standard SSAP 24
Accounting for pension costs.  A new accounting standard, FRS 17 Retirement benefits, has been issued and
transitional requirements apply this year.

The Association participates in the local government pension scheme, which is administered by Dorset
County Council and is governed by the Superannuation Act 1972. This is a statutory, funded, occupational
final salary scheme which is now closed to new members from the Association’s staff. The assets of the
scheme are held in separate trustee administered funds.  In addition, the Association participates in a defined
contribution, money purchase group pension scheme insured by Standard Life.

The total pension cost for the Association for the year ended 31 March 2005 was £118,000 (2004 -
£140,000) comprising contributions to the defined benefit scheme of £100,000 (2004 - £130,000) and
contributions to the money purchase scheme of £18,000 (2004 - £10,000). In respect of the money purchase
scheme outstanding contributions at 31 March 2005 amounted to £3,000 (2004 - £3,000).

SSAP 24 Accounting for pension costs

Contributions to the scheme are charged to the profit and loss account so as to spread the cost of pensions
over employees’ working lives with the Association. The Association’s final salary scheme is subject to
triennial valuation by independent actuaries, the last valuation being carried out as at 31 March 2004, using
the projected unit method, in which the actuarial liability makes allowances for projected earnings. The
following were the principal actuarial assumptions applied: -

Investment returns 6.7% per annum
Salary growth  4.6% per annum
Pension increases 2.8% per annum

At the last actuarial valuation date, the actuarial value of the assets of the final salary pension scheme was
£2.48 million and, in the opinion of the actuary, this value was sufficient to cover 72% of the benefits,
which had accrued to members, after allowing for expected future increases in earnings. The employer’s
contribution rate over the average remaining service lives of the members of the scheme takes account of the
deficit disclosed by the valuation. The agreed contribution rate was 12.0% for the year to 31 March 2005,
and will be 14.4% for the following year and 16.5% for the year to 31 March 2007.

FRS 17 Retirement benefits

Under the transitional arrangements of FRS 17, the Association is required to disclose the following
information about the scheme and the figures that would have been shown in the balance sheet if FRS 17
applied in full today.
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27. PENSION SCHEMES (continued)

FRS 17 Retirement benefits (continued)

The full actuarial valuation at 31 March 2004 was updated to 31 March 2005 by qualified independent
actuaries and showed that the market value of the scheme’s assets was £2.9 million and that the actuarial
value of these assets represented 60.6% of the benefits that had accrued to members.

The assets in the scheme and the expected rates of return, as attributable to Twynham Housing Association at
31 March 2005 were:

2005 2005 2004 2004 2003 2003
% £’000 % £’000 % £’000

Equities 7.5 1,802 7.5 2,138   7.5 1,436
Gilts 4.5 703 4.5 479 4.5 499
Other Bonds 5.3 10 5.5 26          5.5 194
Property 7.0 287 7.0 - 7.5 -
Cash 4.3 115 4.0 236 3.8 218

Total market value of scheme assets 2,917 2,879 2,347
Present value of scheme liabilities (4,816)

(4,171)
(3,825)

Deficit in scheme (1,899)
(1,292)

(1,478)

Related deferred tax asset 570 388 443

Net pension liability (1,329)       (904) (1,035)

If the above pension liability was recognised in the financial statements at 31 March 2005, the Association’s
revenue reserve would be as follows:

2005
£’000

2004
£’000

2003
£’000

Revenue deficit excluding pension scheme liability (1,018) (1,918) (2,344)
Pension provision under FRS 17 (1,329) (904) (1,035)

Revenue deficit including pension scheme liability (2,347) (2,822) (3,379)

The figures shown above were calculated on the basis of the following assumptions:
2005 2004 2003

Discount rate 5.4% 6.4% 6.0%
Rate of increase in salaries 4.7% 4.7% 4.3%
Rate of increase in deferred pensions 2.9% 2.9% 2.5%
Rate of increase in pensions in payment 2.9% 2.9% 2.5%
Inflation assumption 2.9% 2.9% 2.5%

The agreed contribution rate for future years is 14.4% for the year ended 31 March 2006 and 16.5% for the
following year.
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27. PENSION SCHEMES (continued)

FRS 17 – Retirement benefits (continued)
The following amounts would be included on an FRS 17 basis within the financial statements for the year
ended 31 March 2005:

Within operating profit:
2005

£’000
2004

£’000

Current service cost 141 134
Gains or losses on settlements or curtailments - (38)

Total included within operating profit 141 96

As other finance costs:
2005

£’000
2004

£’000

Expected return on scheme assets 168 153
Interest discount on scheme liabilities (245) (230)

Net finance return (77) (77)

In the Statement of Total Recognised Surpluses and Deficits (“STRSD”):

Amounts that would have been included within the Statement of Total Recognised Surpluses and Deficits
(STRSD) in the year to 31 March had FRS 17 been applied are shown below, expressed in monetary
amounts and as a percentage of:

(i) scheme assets at the balance sheet date; and

(ii) present value of the scheme liabilities at the balance sheet date

2005
£’000

2005
%

2004
£’000

2004
%

2003
£’000

2003%

Difference between actual and expected return on
scheme assets (i) 188 6.4 363 13.6 (677) (28.8)

Experience gains arising on scheme liabilities (ii) 316 6.6 - - 3 0.1
Effects of changes in assumptions underlying the

present value of scheme liabilities (ii) (53) (1.1) (53) (1.3) - -

Total actuarial gains and losses recognised in the
STRSD (ii)

451 11.7 310 7.4 (674) (17.6)
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27. PENSION SCHEMES (continued)

Analysis of the movement in the scheme deficit during the year:
2005

£’000
2004

£’000

Opening deficit in the scheme (1,292) (1,478)
Effect of change in accounting methodology (933) -
Current service cost (141) (134)
Contributions 93 125
Other finance income (77) (77)
Actuarial gains (losses) 451 310
Settlements/Curtailments - (38)

Closing deficit in the scheme (1,899) (1,292)

28. OPERATING LEASES

The Association had the following annual commitments under operating leases at 31 March 2005:

2005

TSH
£’000

Office
premises

£’000

Motor
vehicles

£’000
Total
£’000

Lease expiring
Within one year 473 1 5 479
Within two to five years 569 35 59 663
After more than five years 247 108 - 355

1,289 144 64 1,497

TSH refers to lease commitments under the Temporary Social Housing Initiatives.

2004

TSH
£’000

Office
premises

£’000

Motor
vehicles

£’000
Total
£’000

Lease expiring
Within one year 105 11 27 143
Within two to five years 714 16 41 771
After more than five years 315 124 - 439

1,134 151 68 1,353
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29. CAPITAL COMMITMENTS

2005
£’000

2004
£’000

Capital expenditure that has been contracted for but has not
been provided for in the financial statements 30 63

Capital expenditure that has been authorised by the Board
of Management but has not yet been contracted for 1,752 938

1,782 1,001

30. POST BALANCE SHEET EVENTS

On 1 April 2005 the Association became a subsidiary of Sovereign Housing Group Limited.


