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Report of the Management Board

Report of the Management Board

The Board of Management is pleased to present the report and audited financial statements for the
year ended 31 March 2008. This report gives a business overview of the financial affairs of the
Association during the previous 12 months.

Board Members and Executive Directors

The members of the Management Board and Executive Officers are listed on Page 2, including
details of resignations and appointments during the year. Other Executive Officers served throughout
the year.

Executive Officers hold no interest in the Association's shares and act within the authority delegated
by the Board.

Principal Activities and Objectives

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

Review of the Business

Twynham made a surplus on ordinary activities before tax of £246,000 for the year compared to
a deficit of £1,123,000 for the previous year. The taxation debit for the year was £1,201,000
{2007: £75,000 debit). The increase was due to the release of the deferred tax asset as a result
of Twynham’s conversion to charitable status from the 1 April 2008. The valuation of the
completed housing properties owned by the Association, valued on an existing use, social
housing basis, was £94.8 millicn as at 31 March 2008, an increase of £8.4 million from the
previous year.

During the year 11 properties were sold under Right to Buy, Right to Acquire and DIYSO
staircasing terms and 1 piece of land was sold.

In 2005, 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 mel "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-lerm financial plan. A
total of £5 million was spent in the year on the maintenance of dwellings owned by the Association.

The total housing loans advanced to the Association from Abbey at the year-end was £47.7
million (2007 - £45 4 million). The total of undrawn loan facilities available at the year-end was
£27.3 mitlion.

Governance

The Board of Management has adopted the Competence and Accountability Code of Governance
published by the National Housing Federation (revised January 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 Associalion to achieve full
compliance.
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Report of the Management Board

Going Concern

As a resulf of its enquires the Management Board has a reasonable expectation that the Association
has adequate resources to continue in operational existence for the foreseeable future, being a period
of 12 months after the date on which the report and Financial Statements are signed. For this reason,
it continues to adopt the going concern basis in the Financial Statements.

Annual General Meeting

The Annual General Meeting will be held on g™ September 2008.

Auditors

A resolution proposing the reappointment of KPMG LLP will be submitted at the Annual General
Meeting.

- Post Balance Sheet Events

On the 1™ April 2008 Twynham Housing Association gained charitable status.

Statement of Responsibilities of Management Board for the Board
Report and Financial Statements

The Industrial and Provident Societies Acts and registered social housing legisiation 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 and of the surplus or deficit of the Association for that period.
In preparing these financial statements, the Board of Management has had regard to the following:

* selecting suitable policies and applying them consistently

« making judgements and estimates that are reasonable and prudent

= following applicable accounting standards and the Statement of Recommended Practice;
*Accounting by Registered Housing Associations”

= preparing the financial statements on the going concern basis unless it is inappropriate to
presume that the association will continue in business.

The Board of Management is responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financiat position of the Association and enable it to ensure that
the financial statements comply with the Industrial and Provident Societies Acts 1965 to 2002, part I
of Schedule 1 of the Housing Act 1996 and the Accounting Requirements for Registered Social
Landlords General Determinations 2006. The Board has a general responsibility for taking such steps
as are reasonably open to it {o safeguard the assets of the Association and to prevent and detect
fraud and other irregularities.

The Board is also responsible for the maintenance and integrity of the corporate and financial
information included on the Association’s website. Legislation in the UK governing the preparation
and dissemination of financial statements rmay differ from legislation in other jurisdictions.

Disclosure of Information to Auditors

The Board members who held office at the date of approval of this Board Report confirm that, so far
as they are each aware, there is no relevant audit information of which the auditors are unaware; and
each board member has taken all the steps that he/she ought to have taken as a director to make
himselffherself aware of any relevant audit information and to establish that the auditors are aware of
that information.
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Report of the Management Board

Internal Control Assurance Statement

The Board has overall responsibility for establishing and maintaining the whole system of internal
control and for reviewing its effecliveness.

The Board recognises that no system of internal control can provide absolute assurance or eliminate
all risk. The system of internal control is designed to manage risk and to provide reasonable, but not
absolute, assurance that key business objectives and expected outcomes will be achieved. It also
exists to give reasonable assurance about the preparation and reliability of financial information and
the safeguarding of the Association’s assets and inleresis.

Under the structure of Sovereign Housing Group the Parent Board, (Sovereign Housing Group Ltd.),
has set up a specialist Group Audit and Risk Committee to which the Parent and each of the
operating subsidiaries nominate members. All audit and risk matters are managed by the Committee
on behalf of the Boards.

In meeting its responsibilities to the Boards the Committee has adopted a risk-based approach to
internal controls which are embedded within the normal management and governance process. This
approach includes the regular evaluation of the nature and extent of risks to which the Association is
exposed and is consistent with the Turnbull principles as incorporated in the Housing Corporation’s
circular 07/07: Internal controls assurance.

This process adopted by the Committee in reviewing the effectiveness of the system of internal
control, together with some of the key elements of the control framework includes:

(a) ldentification and evaluation of key risks

Management responsibility has been clearly defined for the identification, evaluation and
control of significant risks. There is a formal and ongoing process of management review in
each area of the significant risks. This process is co-ordinated through a regular reporting
framework to the Committee and the Board. The Association’s Management Team regutarly
consider reports on significant risks facing the Association and the Managing Director is
responsible for reporting to the Group Management Team, the Group Audit and Risk
Committee and the Board any significant changes affecting key risks. Two significant changes
impacting risk have occurred during the current year. The first is the move by the Housing
Corporation to progressively reduce grant rates on new development schemes and to require
developing associations to use more of their own reserves to support new schemes. The
second is the impact of the 'credit crunch’ which started in the second half of 2007. The
Assogiation Management Team and the Group Audit and Risk Committee have considered the
potential impact of these developments and earmarked a portion of reserves to be held back
against the materialisation of these risks. This position is monitored and reviewed in the light of
changes in this envirenment.

{b} Monitoring and corrective action

A process of control self-assessment and regular management reporting on control issues
provides hierarchical assurance to successive levels of management and to the Board. This
includes a rigorous procedure for ensuring that corrective action is taken in relation to any
significant control issues, particularly those with a material impact on the financial statements.
The Association continues to maintain a significant development programme. Monitoring and
reporting of development activity has been enhanced {o ensure the Association remains alert to
the potential dangers posed by a much more volatile and difficult external environment.
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Report of the Management Board

{c) Control environment and control procedures

The Board retains responsibility for a defined range of issues covering strategic, operational,
financial and compliance issues including treasury strategy and new investment projects. The
Board has adopted, and disseminated to all senior employees, the code of governance
Competence and Accountability 2000. This sets out the Association’s policies with regard to
the quality, integrity and ethics of its employees. It is supported by a framework of policies and
pracedures with which all employees must comply. These cover issues such as delegated
authority, segregation of duties, accounting, treasury management, health and safety, data and
asset protection and fraud prevention and detection.

The Group has two other specialist committees in addition to the Group Audit and Risk
Commitiee; the Group Remuneration and Governance Committee, which deals with personnel,
terms and conditions and matters of Governance and a newly formed Group Treasury
Commiltee which approves and administers the Treasury Policy and ensures the most efficient
and effective funding for Group members.

{d) Information and financial reporting systems

Financial reporting procedures include detailed budgets for the year ahead and forecasts for
subsequent years. These are reviswed and approved by the Board. The Board also regularly
reviews key performance indicators to assess progress towards the achievement of key
business objectives, targets and outcomes. The internal control framework and the risk
management process are subject {o regular review by Internal Audit which is an externally
contracted service and who are responsible for providing independent assurance to the Board
via the Group Audit and Risk Committee. An annual internal audit programme appropriate to
the size and complexity of the Association is set each year and the Committee considers
internal audit reports at each of its meetings during the year.

The Board has received an annual report from the Association Management Team and the Group
Audit and Risk Committee, confirming they have conducted an annual review of the effectiveness of
the system of internal control and has taken account of any changes needed to maintain the
effectiveness of the risk management and control processes.

The Board confirms that there is an ongoing process for identifying, evaluating and managing
significant risks faced by the Association. This process has been in place throughout the year under
review, up to the date of the annual report and is regularly reviewed by the Group Audit and Risk
Committee and Board.

The report of the Board of Management was approved on 23 Jufy 2008 and signed on its behalf by:

BY ORDER OF THE MANAGEMENT BOARD

K Tromanhauser
Secretary
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Report of the Independent Auditors to Members of Twynham
Housing Association Limited

We have audited the financial statements of Twynham Housing Association Limited for the year
ended 31 March 2008 which comprise the Income and Expenditure Account, the Statement of
Historical Costs Surpluses and Deficits, the Statement of Total Recognised Surpluses and Deficits,
the Balance Sheet and the related notes. 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 Schedule 1
paragraph 16 to the Housing Act 1996 and 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 our audit work, for this
repori, or for the opinions we have formed.

Respective Responsibilities of the Board and Auditors

The responsibility of the Assaociation’s Board for the preparation of the Board Report, and the
preparation of financial statements in accordance with applicable United Kingdom law and UK
accounting standards (UK Generally Accepted Accounting Practice) are set out in the Statement of
Board’'s Responsibilities on page 4.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and international Standards on Auditing (UK and Irefand).

Wae 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, the
Housing Act 1996 and the Accounting Requirements for Registered Social Landlords General
Determination 2008. We also report to you if, in our opinion, a satisfactory system of control over
transactions has not been maintained, if the association has not kept proper accounting records or if
we have not received all the information and explanations we require for our audit.

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

Basis of Audit Opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
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
irreqularity 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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Opinion
in our opinion the financial statements:

o give a true and fair view, in accordance with UK Generally Accepted Accounting Practice, of the
state of affairs of the association as at 31 March 2008 and of its surplus for the year then ended;
and

s have been properly prepared in accordance with the industrial and Provident Societies Acts 1965
to 2002, the Housing Act 1996 and the Accounting Requirements for Registered Social Landlords
General Determination 20086.

lﬂ\‘ SN k-&_{}

KPMG LLP Arlington Business Park
Chartered Accountants Theale
Registered Auditor Reading

Berks

RGT 45D
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Income and Expenditure Account

Income and Expenditure Account
For the Year Ended 31 March 2008

Nota 2007

£'000

Turnover 3 11,578 10,147
Operating costs {10,113} (8,712)

Exceptional item 6 282 1,000

Operating surplus 3,6 TTATAT 7435

Nel surptus from sales of housing fixed assets 7 88.4 241
Interest receivable and similar income 8 51 53
Interest payable and simiar charges 9 (2,342) (3,801)
2

Other finance income/(costs} 6 (94) (51)
Surplus on ordinary activities before taxation 246 {1,123)
Tax on surplus on ordinary activities 10 . 0 0
Deferred Taxation 10 2{1,201) (75)
Surplus for the year <o (958) {1,198)

The tax charge for the year has been split to show deferred tax separately as the release of deferred
tax within Twynham Housing Association as a result of its change to charitable status in April 2008
had a material impact on the tax charge for the year. The 2007 figures have also been restated to
reflect this split.
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Statements of Total Recognised Surpluses and Deficits
and Statement of Historical Cost Surpiuses and Deficits

Statement of Total Recognised Surpluses and Deficits
For the Year Ended 31 March 2008

2007
£'000
Surplus for the year (1,198)
Actuarial gains and losses recognised in the
pension scheme 26 173
Deferred tax arising on gains and losses in the
pension scheme ¢ (52}
Unrealised surplus on revaluation of properties 28 - 8,982 5,410
Total surpluses reiating to the financial year S "7,880 4,333
Statement of Historical Cost Surpluses and Deficits
For the Year Ended 31 March 2008
Note © 2008 2007
- £1000 - £000
Reported surplus/(deficit) on ordinary activities PR L
hefore taxation Ci246 {1,123}
Realisation of property revaluation ' -
surpluses/(deficits) of previous vears 28 382 418
Depreciation in respect of property revaluations 28 533_ 519
Historical cost surplus/(deficit} on ordinary IR
activities before taxation et (1886}
Taxation 10 S 201) (75)
Historical cost surplus/{deficit} on ordinary '
activities after taxation (40) {261)

10




Twynham Housing Association Limited

Balance Sheet

Balance Sheet
As at 31 March 2008

Fixed Assets
Housing properties at valuation

Other tangible assets
Investments

Current assets

Stocks

Debtors: amounts falling due after more than one
year

Debtors: amounts falling due within ane year
Investments

Cash at bank and in hand

Creditors: amounts falling due within one year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more than one
year

Provisions

Pension liabHity

Capital and reserves

Called up share capital

Revaluation reserve

tncome and expenditure account

Non Equity Members' Funds

Note

17
18

18

19

20

21

23
26

28
29

2007

00! £000
94824 85,355
378 344

0 0
95,202 85,600
6 8

56 200
1,483 1,449
0 0
1,495 382
3,040 2,037
(3',474_) (3.139)
(434) - (1,102)
94,768 84,597
48,156 45,905
0 789
2,159 1,330
0 0
49,383 41,316
(4,930) (4,743)
94,768 84,597

The financial statemenis were approved by the Management Board on 23" July 2008 and were
signed on its behalf by:

BN ATZ SN VO -

Managing Director

Secretary

TR T s S TN T T 1
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Notes to the Financial Statements

Notes to the Financial Statements
For the Year Ended 31 March 2008

1. Legal Status

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

2. Principal Accounting Policies

The financial statements have been prepared in accordance with applicable Accounting
Standards in the United Kingdom and the Accounting Requirements for Registered Social
Landlords General Determination 2008. The financial statements have also been prepared in
compliance with the Statement of Recommended Practice 2005 issued by the National Housing
Federation. A summary of the more important accounting policies that have been applied
consistently, unless otherwise stated, is set ouf below.

{a) Basis of accounting

The financial statements are prepared on the historical cost basis of accounting modified by the
annual revaluation of land and buildings.

{b) Turnover

Turnover represents rentat and service charge income, fees and revenue based grants
receivable from focal authorities and from the Housing Corporation.

(¢) Cyclical repairs and maintenance

The actual costs of cyclical repairs and maintenance are charged to the Income and
Expenditure Account as incurred.

(d) Major repairs

The Asseciation capitalises major repair expenditure that results in an enhancement of the
economic benefits of an asset. An increase in the economic benefit may arise from an increase
in the rental income, a reduction in fulure maintenance costs or a significant extension of the
life of the property. All other major repairs expenditure is charged to the Income and
Expenditure Account as incurred.

() Provision for Major Repairs

Provision for major repairs is made only where a contractual liability exists. The Management
Board believe that this accounting policy represents commercial practice and complies with
guidance given by the National Housing Federation in its Statement of Recommended Practice.
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