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William Sutton Housing Association Limited  

REPORT OF THE AUDITORS ON THE FINANCIAL STATEMENTS - CONTINUED 

Opinion 

In our opinion the financial statements: 

• 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 

• 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 2006.  

KPMG LLP
Chartered Accountants & Registered Auditor 
1 Forest Gate 
Brighton Road 
Crawley 
West Sussex 
RH11 9PT 
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William Sutton Housing Association Limited  

 

INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31 MARCH 2008  
 

    Notes 2008  2007 

     £’000  £'000 

        

        

Turnover    2(a) 80,930  73,309 

Operating costs   2(a) (60,266)  (52,580) 

 

Operating surplus 

   

2(a) 20,664 

 

20,729 

 

Surplus on disposal of properties 

  

2(a) 1,741 

 

99 

Interest receivable and similar income   373  288 

Interest payable and similar charges  6 (15,897)  (14,660) 

Other finance income   1,247  1,294 

        

Surplus on ordinary activities before taxation 5 8,128  7,750   

        

Gift Aid donation receivable   412            723 

 

Surplus for the year  

   

16 8,540       8,473  

        

All operations are continuing     

 

 

STATEMENT OF TOTAL RECOGNISED SURPLUSES AND DEFICITS FOR THE YEAR ENDED 31 MARCH 

2008 
  

    Notes 2008  2007 

     £’000  £'000 

        

        

Surplus for the financial year  16 8,540 
 

8,473 

Actuarial (loss)/gain on pension schemes 16 (475)  644 

Unrealised surplus on revaluation of properties 16 29,056 
 

44,110 

        

 

Total recognised surplus for the year 

 

37,121 

 

53,227 
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William Sutton Housing Association Limited 

 

NOTE OF HISTORICAL COST SURPLUSES AND DEFICITS FOR THE YEAR ENDED 31 MARCH 2008 

 
    Notes 2008  2007 

     £’000  £'000 

        

        

Reported  Surplus on ordinary activities before taxation   8,540  8,473 

     

Realisation of property revaluation surpluses of previous 

years 
16 

(70) 
 

267 

 

Difference between historical cost depreciation charge 

and the actual depreciation charge for the year 

calculated on the revalued amount 

 

 

 

16 606 

 

461 

        

Historical cost surplus on ordinary activities before taxation  9,076  9,201 

     

Tax on surplus on ordinary activities 7 -  - 

     

Historical cost surplus for the year after taxation   9,076  9,201 
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William Sutton Housing Association Limited  

BALANCE SHEET AS AT 31 MARCH 2008  

      2008  2007 
    Notes  £’000  £'000 
      

Tangible fixed assets      
Housing  property   8  782,163  690,531 
Non housing fixed assets   9  10,115  11,401 

Total tangible fixed assets         792,278 701,932
      

Current assets      
Stock      -  50 
Debtors  - due within one year    10  10,035  9,128 
Debtors  - due after more than one year  10  3,232  7,065 
Cash at bank and in hand     5,815  10,785 

      19,082  27,028 
      

Creditors: amounts falling due within one year  11  (23,703)  (29,329) 
      

Net current liabilities     (4,621)  (2,301) 
      

Total assets less current liabilities    787,657  699,631 

      
      

Creditors: amounts falling due after more than one year 12  307,704  255,577 
      

Provision for liabilities and charges  14  2,622  3,844 
      

Capital and reserves     
Share capital    15  -  - 

Revaluation Reserve   16  380,029  351,509 

Income and Expenditure Account  16  97,302  88,701 
      787,657  699,631 

The financial statements were approved by the Board and were signed on their behalf by: 

Chairman    Board member    Company Secretary 
14 July 2008 
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008   

         
          

1. Accounting policies          

          

Basis of Accounting         

          

The financial statements have been prepared in accordance with applicable Accounting Standards in 

the United Kingdom and in accordance with the Statement of Recommended Practice “Accounting 

by Registered Social Landlords 2005” and the Accounting Requirements for Registered Social Landlords 

General Determination 2006.  

 

Under FRS1 (revised 1996) the Association is exempt from the requirement to prepare a cash flow 

statement, on the grounds that it is a wholly owned subsidiary undertaking and its cash flows appear 

in a consolidated cash flow statement in the financial statements of the ultimate parent company 

which are available to the public.  

 

The following accounting policies have been applied consistently in dealing with items which are 

considered material in relation to the financial statements.  

         

Basis of Preparation  

         

The financial statements are prepared on the historical cost basis of accounting, modified by the 

revaluation of housing properties. 

 

On 31 March 2007, William Sutton Housing Association and Ridgehill Housing Association amalgamated 

into one charitable Industrial and Provident Society called William Sutton Housing Association (the 

Association). The Association accounts comprise the amalgamated entities for the year ended 31 

March 2008 using merger accounting. The comparative figures represent the two pre-amalgamated 

entities. 

 

CBS’s, AHA’s and WSD’s results are not consolidated into these financial statements, but into those of 

William Sutton’s parent, Affinity Sutton. 

  

Turnover  

         

Rental and service charge income from residential properties is recognised in the Income and 

Expenditure Account when it falls due. Grants receivable from local authorities in respect of revenue 

are credited to the Income and Expenditure Account in the same period as the expenditure to which 

they relate. 

 

Housing Properties 

          

Completed housing properties are shown on the balance sheet at valuation, with subsequent additions 

at cost. Full revaluations are carried out annually. The aggregate surplus or deficit on the property 

revaluation is transferred to a revaluation reserve. On the disposal of properties held at valuation, the 

amount relating to the revaluation is realised by the transfer of the amount to the Income and 

Expenditure Account from the Revaluation Reserve. 

 

The cost of properties is their purchase price, together with incidental costs of acquisition and 

capitalised repairs and improvements.        

          

Housing properties in the course of construction are stated at cost of works, plus directly attributable 

development staff costs and interest capitalised during the construction of the property. The Association 

has a land banking policy which may involve the purchase of land or sites without planning consent or 

grant allocation. Land bank expenditure is stated at cost and classified as 'housing properties in the 

course of construction'. No attributable development staff costs or interest costs are capitalised on land 

banking. 

       

Depreciation and Impairment         

 

Housing properties are depreciated on a straight line basis over their expected useful economic life at 

an annual rate of 1% on valuation. Freehold land is not depreciated. No depreciation is provided on
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 
          

1. Accounting policies (continued) 

 

housing properties in the course of construction. An impairment review on housing properties is 

undertaken annually.     

 

Depreciation is charged on a straight line basis over the expected useful economic lives of the other 

fixed assets at the following annual rates:        

  

Leasehold office properties Over period of leases 

Freehold offices Between 2.0% and 2.5% 

Office furniture and equipment Between 5% and 25% 

Computer equipment and software Between 10% and 33% 

Motor vehicles owned Between 25% and 33% 

 

Social Housing Grant  

         

Where developments have been financed wholly or partly by Social Housing Grant, the cost of those 

developments has been reduced by the amount of the grant receivable.   

 

Although SHG is treated as a grant for accounting purposes, it may nevertheless become repayable if 

the conditions under which the grant was made are not complied with (that is, if the properties to which 

the grant was designated cease to be used for the provision of affordable rental accommodation). 

         

Recycled Capital Grant Fund          

 

The Association has the option to recycle grant ''SHG'' which would otherwise be repayable, for re-use 

on new developments. If unused within a three year period, it will be repayable to the Housing 

Corporation with interest. Any unused recycled capital grant held within the fund, which it is anticipated 

will not be used within one year, is disclosed in the balance sheet under 'creditors due after more than 

one year'. The remainder is disclosed under 'creditors due within one year'. 

 

Disposal Proceeds Fund 

 

The Disposal Proceeds Fund arises from the net proceeds of sales funded by Voluntary Purchase Grant 

and must be used to provide replacement properties. The fund is included within creditors as required 

by the Accounting Requirements for Registered Social Landlords General Determinations 2006. Any 

unused balance held within the fund, which it is anticipated will not be used within one year is disclosed 

in the balance sheet under “creditors: amounts falling due after one year”. The remainder is disclosed 

under “creditors: amounts falling due within one year”.      

   

Pre – contract Costs 

 

Costs incurred in bidding for and securing contracts for the supply of products and services under the 

Private Finance initiative are recognised as expenses as incurred up to the date of the announcement 

of the preferred bidder. Where the Association is successful in attaining preferred bidder status, those 

costs that are incurred after attaining preferred bidder status are directly attributable to the contract 

and are recognised as an asset.      

       

Development Partnerships 

 

On a number of schemes William Sutton Housing Association Limited acts in partnership with other 

Registered Social Landlords in developing new properties. William Sutton Housing Association Limited is 

normally responsible for both development of the scheme and its financing. Following completion the 

agreed number of units are either sold to the partner at cost or transferred under a long lease. 

Rechargeable work undertaken in the year is included in turnover. Rechargeable work in progress at 

the year end is included in current assets. 

          

Major Repairs  

 

Major repairs are capitalised to the extent that they are improvements to the property, which lead to a 

reduction in future repair costs, extend its useful economic life or result in an improvement in the  
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

1. Accounting policies (continued) 

 

revenue streams through increased rental income. Major repairs are charged to the Income and 

Expenditure Account as incurred in other circumstances. 

 

No provisions are made for future major repairs as future maintenance expenditure is fully provided in 

the Housing Association’s long term business plan. 

 

Leases          

Where the Association enters into a lease which entails taking substantially all the risks and rewards of 

ownership of an asset, the lease is treated as a ‘finance lease’.  The asset is recorded in the balance 

sheet as a tangible fixed asset and is depreciated over its estimated useful life.  Future installments 

under such leases, net of finance charges, are included within creditors.  Rentals payable are 

apportioned between the finance element, which is charged to the profit and loss account, and the 

capital element which reduces the outstanding obligation for future installments. 

All other leases are accounted for as ‘operating leases’ and the rental charges are charged to the 

profit and loss account on a straight line basis over the life of the lease. 

 

Taxation 

          

The Association is exempt from corporation tax on its charitable activities.  

 

Deferred Tax 

 

Full provision is made for timing differences which have arisen at the balance sheet date where 

material. Amounts recognised in respect of deferred tax are discounted. As at 31 March 2008, 

discounted deferred  tax assets / liabilities are not material and hence no provision is made.  

 

Value Added Tax 

          

The Association’s Value Added Tax (VAT) affairs are dealt with under a group registration in the name of 

The Affinity Sutton Group Limited. The Association recovers only a small proportion of input VAT. 

Expenditure is therefore shown inclusive of VAT with non attributable tax recovered being credited 

against management expenses.  

 

Pension Costs          

          

The Association participates in three defined pension schemes, the Social Housing Pension Scheme, the 

William Sutton Trust Final Salary Scheme, and the Hertfordshire County Council Pension Fund, providing 

benefits based on final pensionable pay. 

          

Contributions to pension schemes are calculated as a percentage of pensionable salaries of the 

employees, determined in accordance with actuarial advice. The cost of providing pensions is charged 

to the income and expenditure account over the periods during which the Association benefits from 

the employees' services.  Lump sum payments have been made to reduce the deficit on the schemes 

closed to new entrants.      

 

Pension scheme assets are measured using market values. Pension scheme liabilities are measured using 

a projected unit method and discounted at the current rate of return on a high quality corporate bond 

of equivalent term and currency to the liability. The pension scheme surplus (to the extent that it is 

recoverable) or deficit is recognised in full. The movement in the scheme surplus/deficit is split between 

operating charges, finance items and, in the statement of total recognised gains and losses, actuarial 

gains and losses. 
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 – CONTINUED 
 

1. Accounting policies (continued) 

 

Designated Reserve 

 

The designated reserve represents funds donated to the Association which are earmarked for specific 

activities not normally supported by the Association. 

 

Housing Loans and other Financial Instruments       

   

Loans and other financial instruments are stated in the balance sheet at the amount of net proceeds. 

Financial costs relating to new loans are deducted from the loan and amortised over the term of the 

loan at a constant rate on the carrying value.  

     

Financial costs relating to the renegotiation of existing facilities are charged to the Income and 

Expenditure Account as they are incurred.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 23

 

William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

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

 

a. Particulars of turnover, cost of sales, operating costs and operating surplus 
 

 

 

  2008 2007 

  

Turnover 

Cost of 

sales 

Operating 

costs 

Operating 

surplus/ 

(deficit) Turnover 

Operating 

surplus 

(deficit) 

  £'000 £'000 £'000 £'000 £'000 £’000 

 

Social housing activities 

      

Income and expenditure from social housing 

lettings 77,722 - (57,541) 20,181 69,214 18,537 

Other income and expenditure 1,059 - (1,882) (823) 2,643 1,163 

        

Total  78,781 - (59,423) 19,358 71,857 19,700 

       

Other social housing activities       

Supporting people contract income 117 - (117) - 111 111 

Other Services 186 - (213) (27) 177 (26) 

        

Total  303 - (330) (27) 288               85 

 

Total social and other housing activity 

 

79,084 

 

- 

 

(59,753) 

 

19,331 

 

72,145        19,785 

        

Non social housing activity       

Income relating to commercial tenancies 1,846 - (513) 1,333 1,164 944 

Operating Surplus 80,930 - (60,266) 20,664 73,309 20,729 

        

        

Net surplus from disposals 4,863 (3,122) - 1,741 2,535 99 

Interest receiveable    373  288 

Interest payable    (15,897)  (14,660) 

Other financial income    1,247  1,294 

 

Surplus on ordinary activities before taxation 

   

8,128  7,750 
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 – CONTINUED 
 

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

 

b. Particulars of income and expenditure from social housing lettings 

 
 

  General 

Needs 

Housing 

   

Supported    

Housing  

Shared Ownership 

Accommodation  Leasehold Total Total 

      2008 2007 

  £'000     £'000 £'000 £’000 £'000 £'000 

        

Rent  64,812 6,943 706 - 72,461 64,056 

Charges for Support Services - 1,449 - - 1,449   1,223 

Service charges  3,581 386 66 291 4,324 4,069 

Garage rents  353 - - - 353 393 

        

Gross rents receivable 68,746 8,778 772 291 78,587 69,741 

        

Rent losses from voids (1,288) (137) - - (1,425) (1,406) 

        

Net rents receivable  67,458 8,641 772 291 77,162 68,335 

Revenue grants  392 - - - 392      822 

Other Income   168 - - - 168 57 

Total income from social housing 

lettings 68,018 8,641 772 291 77,722 

 

69,214 

        

Expenditure on social housing 

letting activities      
 

        

Services  (4,686) (1,864) (92) (160) (6,802)     (5,930) 

Management  (14,365) (1,543) (261) (130) (16,299)   (14,316) 

Routine maintenance  (14,687) (1,542) - -    (16,229)    (14,499) 

Rent losses from bad debts (807) (86) - -       (893)          (437) 

Major repairs expenditure (13,889) (1,456) - - (15,345)     (13,597) 

Development  (883) - - -        (883)     (1,011) 

Depreciation on Housing 

Properties (956) (100) (34) - (1,090) 

 

     (887) 

  
      

Operating Costs on social 

housing lettings (50,273) (6,591) (387) (290) (57,541)     (50,677) 

 

Operating surplus on social 

housing letting activities  17,745 2,050 385 1 20,181 18,537 
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

3. Directors' emoluments           
 

The directors are defined for the purpose of emoluments as the chief executive, any person with the title 

of director and any person reporting directly to the chief executive or directly to the Board.  

 

The emoluments were as follows:      

         

    2008  2007  

    £’000  £’000  

Emoluments (including compensation for loss of office 

and benefits in kind)     

Non Executive Directors 45  48  

Executive Directors 681  951  

Pension contributions - in respect of services as directors 66  85  

    792  1,084  

        

 

   2008  2007  

    £  £  

        

Highest paid Director    112,197  115,203  

     

        

Pension contributions of the highest paid director 15,601  10,315  

        

    £  £  

Expenses reimbursed to directors not chargeable to 

United Kingdom income tax 5,001  

 

12,782   

      

 

The Chief Executive (the highest paid director) at the start of the year resigned on 6 July 2007.  After a 

short vacancy the Chief Executive of Broomleigh was seconded to William Sutton in that role.  The 

costs shown reflect the total costs for the post for the whole year. 

 

One director received £65,715 in total for loss of office as director in line with the Group's redundancy 

terms (2007: six directors, £210,000).
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

4. Employee information    
 

The average monthly number of persons including executive directors employed during the year was: 

 

         

      2008   2007 

      Number  Number 

          

Full time equivalent    481  470 

         

         

      2008  2007 

Staff Costs:    £’000  £'000 

         

Wages and salaries    10,554  11,251 

Social security costs    740       846 

Pension costs (Note 20)    1,569  1,802 

      12,863    13,899 

         

 

 

5. Surplus on ordinary activities before taxation 
 

   2008  2007 

       £'000      £'000 

Surplus on ordinary activities before taxation is 

stated after charging/(crediting):     

Depreciation   1,827  887 

      

Operating lease rentals – Land and Buildings  190  477 

      

Auditors remuneration:     

                  In capacity as auditors  58  68 

     

Other revenue grants  (392)  (822) 

      

 

 

6. Interest payable and similar charges 

 

    2008  2007 

    £'000  £'000 

     

Interest on loans and overdrafts  16,613  15,146 

Other charges    719  567 

    17,332  15,713 

 

Less: interest capitalised   (1,435)  (1,053) 

 

    15,897  14,660 
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

  

7.  Taxation  
 

Analysis of charge in period       

         

UK Corporation Tax   2008   2007 

     £'000   £'000 

Current tax on income for the period  3   2 

Adjustment in respect of prior periods  (3)   (2) 

         

Total current tax charge  -   - 

         

         

Tax charge on surplus on ordinary activities -   - 

         

 

Factors affecting the tax charge for the period:     

 

The current tax charge for the period is 30% (2007: 30%), the standard rate of corporation tax in the UK. 

The differences are explained below. 

 

     2008   2007 

     £’000   £’000 

Current tax reconciliation       

Profit on ordinary activities before tax  8,128   7,750 

 

Current tax    2,438   2,170 

         

Effects of:        

Adjustment in respect of prior period  -   - 

Charitable surpluses not taxed   (2,438)   (2,170) 

 

Total Current tax charge (see above)  -   - 
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William Sutton Housing Association Limited  

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

8.  Tangible fixed assets  

 

Housing Property  
 

 

Housing 

Properties 
 

Housing Properties 

in the course of 

construction 

Shared 

Ownership 

Properties 

 Total 

 £’000  £’000 £’000  £’000 

Cost/Valuation      

At 1 April 2007 912,955  42,454 11,200  966,609 

 

Additions 7,969  73,984 -  81,953 

Proceeds from first tranche shared 

ownership sales -   (2,067)  (2,067) 

Schemes completed 43,670  (57,615) 13,945  - 

Disposals  (939)  - (308)  (1,247) 

Revaluation 27,019  - 947  27,966 

At 31 March 2008 990,674  58,823 23,717  1,073,214 

       

Social Housing Grant       

At 1 April 2007 (266,616)  (8,483) (979)  (276,078) 

Received in year (13,252)  (1,648) (309)  (15,209) 

Eliminated on disposal 109  - 127  236 

At 31 March 2008 (279,759)  (10,131) (1,161)  (291,051) 

       

Depreciation       

At 1 April 2007 -  - -  - 

Charge for year (1,056)  - (34)  (1,090) 

Revaluation 1,056  - 34  1,090 

       

At 31 March 2008 -  - -  - 

       

Net book value at 31 March 2008 710,915  48,692 22,556  782,163 

       

Net book value at 31 March 2007 646,339  33,971 10,221  690,531 

      

At 31st March 2008 is represented by:        

Gross cost 620,165  58,823 15,007  693,995 

Social Housing Grant (279,759)  (10,131) (1,161)  (291,051) 

Depreciation -  - -  - 

Revaluation Surplus 370,509  - 8,710  379,219 

At 31 March 2008 710,915                  48,692   22,556  782,163 

      

 

Housing Properties comprise 
   

2008 

£’000 
 

2007 

£’000 

Freeholds    746,186  654,554 

Long Leaseholds    35,977  35,977 

    782,163  690,531 
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

8. Tangible fixed assets – Housing Property (continued) 
 

Development and major works additions and improvements to housing properties during the year 

include capitalised interest of £1,434,925 (2007: £1,052,707) and capitalised administration costs of 

£946,806 (2007: £860,169). 

  

The historic cost of completed properties at the end of the year was £354,252,000 (2007: £305,376,000). 

 

Total expenditure on works to existing properties was £23,314,000 (2007: £19,940,000) of which 

 £ 7,969,000 (2007: £5,447,000) has been capitalised.   

 

A full valuation was carried out as at 31 March 2008 by Drivers Jonas, the Group's professional external 

valuer. The valuation has been prepared in accordance with the Royal Institute of Chartered Surveyors 

Appraisal and Valuation model. The valuation method discounts the cash flow from rental income less 

management and repairs expenditure to their present value using a discount rate. The discount rate 

applied is between 5.25% and 6.75%. The rental income growth assumption is in line with the 

Association’s rent plan to meet target rents by 2012 under the rent restructuring regime and thereafter 

assumes real growth of +0.5% per annum.  

 

Drivers Jonas have also reviewed and reported on an appropriate residual land value for the Group’s 

housing stock, which in turn determines the annual housing property depreciation charge. The specific 

residual land value is estimated at 85% ( 2007 : 90%)by Drivers Jonas. 

 

 

9. Non-housing fixed assets  
 

 

Freehold 

Offices 

Office 

Equipment 

& Cars Total 

 £000 £000 £000 

Cost     

At 1 April 2007 11,550 11,210 22,760 

Additions 136 424 560 

Disposals (1,755) - (1,755) 

At 31 March 2008 9,931 11,634 21,565 

    

Depreciation    

At 1 April 2007 (2,663) (8,696) (11,359) 

Charge for year (314) (423) (737) 

Eliminated on Disposal 646 - 646 

At 31 March 2008 (2,331) (9,119) (11,450) 

    

Net book value at 31 March 2008 7,600 2,515 10,115 

    

Net book value at 31 March 2007 8,887 2,514 11,401 
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 – CONTINUED 
 

10.  Debtors  
 

    

 

2008  2007 

    £'000  £'000 

       

Amounts falling due within one year     

        

Rents and service charge   6,160  3,279 

Provision for bad debt   (1,695)  (1,176) 

   4,465  2,103 

        

Prepayments and accrued income        

Social Housing Grant receivable   1,318  1,049 

Amounts receivable from group undertakings  2,559  729 

Other debtors and prepayments  1,693  5,247 

     10,035    9,128 

 

Amounts falling due after one year     

     

Loan to other RSL  -  3,872 

Employee loans  4  8 

Amounts receivable from group undertakings  3,228  3,185 

  3,232      7,065   

 

 

 

11. Creditors: amounts falling due within one year  
 

       2008  2007 

       £'000  £'000 

          

Bank Overdraft      3,278  -   

Trade creditors      487  1,580 

Rent & service charges received in advance  1,298  245 

Recycled Capital Grant (see note 13)      378  1,554 

Disposal Proceeds Fund (see note 13)    -  6,703 

Amounts due to subsidiary undertakings     385  1,849 

Other taxation and social security      9  195 

Accruals      16,948  11,262 

Other Creditors     98  5,128 

Housing loans (see note 12)       822  813 

       23,703  29,329 
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 – CONTINUED 
 

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

 

     2008  2007 

     £'000  £'000 

        

Housing loans    298,315  253,036 

Loan set up costs    (779)  (656) 

Net Housing loans 297,536  252,380 

       

Disposal Proceeds Fund    9,548  3,197 

Recycled Capital Grant Fund   620  -  

    307,704  255,577 

       

    2008  2007 

Housing loans    £'000  £'000 

Repayable, otherwise than by instalments as follows:    

    

Between one and two years    977  879 

Between two and five years    7,313  3,060 

In five years or more   290,025  249,097 

     298,315  253,036 

 

 

The total loans drawn by the Association are £298.3 million (2007: £253.0 million). The loans are secured 

by charges on the Association's housing properties. 

 

William Sutton Housing Association Limited has £365 million total facilities. 

Drawn funding is hedged as follows: 

 

  2008  2007 

  £m  £m 

     

Market swaps outside of loan agreements  30.2  31.4 

Fixed rate  98.0  98.8 

Unhedged  167.7  120.5 

Indexed linked  2.4  2.3 

     

Housing Loans  298.3  253.0 
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William Sutton Housing Association Limited  

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

 

13. Analysis of Movement on Funds 
  

Recycled Capital Grant Fund    2008  2007 

    £’000  £’000 

       

At 1 April 1,554  1,355 

Grants Recycled    256  147 

Interest Accrued   65  55 

Utilisation of fund   (876)  (3) 

At 31 March     999  1,554 

        

Disposal Proceeds Fund     2008  2007 

     £000  £000 

      

At 1 April     9,900  9,165 

Grants Recycled     990  1,259 

Interest Accrued     556  463 

Utilisation of fund     (1,898)  (987) 

At 31 March     9,548  9,900 

 

 

14. Provision for liabilities and charges 

 

     2008  2007 

Pension Liability     £’000  £’000 

      

William Sutton Trust Final Salary Scheme     100  500 

Hertfordshire County Council Pension Fund     2,522  3,344 

     2,622  3,844 

 

 

15. Share Capital 
 

     2008  2007 

     £  £ 

        

Shares of £1 allotted, issued and fully paid    

At beginning of year    29           31 

Net movement during the year   13           (2) 

        

At the end of the year   42           29 

        

 

 

These shares carry no dividend rights.  Each member has the right to vote at members' meetings. 
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William Sutton Housing Association Limited 

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

 

16. Reserves  
 

  

Revaluation 

reserve   

Income and 

expenditure 

account Total 

  £'000   £'000 £'000 

       

At 1 April 2007 351,509   88,701 440,210 

       

Surplus for the year -   8,540 8,540 

       

Stock revaluation March 2008 29,056   - 29,056 

       

Transfer on disposal of properties 70   (70) - 

       

Transfer for depreciation relating 

to revaluation (606)   606 - 

      

Actuarial loss on pension scheme 

liability -   (475) (475) 

At 31 March 2008 380,029   97,302 477,331 

 

The 1 April 2007 and 31 March 2008 Income and Expenditure balance includes a Designated Reserve 

balance of £223,000.  

 
 

17. Capital commitments  
 

     2008   2007 

   £’000   £’000 

 

Capital expenditure contracted for but not provided for in the 

financial statements  66,907   59,100 

         

 

Capital expenditure authorised by the Board not contracted 

for  77,531   13,219 
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William Sutton Housing Association Limited 
 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

18. Commitments under operating leases 
 

As at 31 March 2008 William Sutton Housing Association had annual commitments under operating 

leases as set out below: 

 

   2008   2007 

Land and buildings   £’000   £’000 

Expiry date      

Less than one year   -   - 

Between one and five years  89   89 

Over five years   447     447   

   536   536 

Plant and machinery       

Expiry date       

Less than one year   7   - 

Between one and five years   206   213 

Over five years   -   - 

   213   213 

 

Total   749   749 

 

19. Accommodation owned and managed  
 

 

 

 

 

 

 

 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Number of units   Supported 

General 

Needs 

Housing 

Shared 

Ownership Leasehold 

 

 

Student Keyworker Total 

At 1 April 2007          2,001     18,239       235       557  -            35   21,067  

Movement in the year 60 (270) 126 1 

 

55 (22) (50) 

At 31 March 2008 2,061 17,969 361 558 

 

55 13 21,017 

          

 2008 2007 

 Units  Units  

Owned and managed 20,962 19,383 

Managed on behalf of others 55 1,684 

Managed by others 528 52 
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William Sutton Housing Association Limited 

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 – CONTINUED 
 

20. Pensions  

 

The details of the individual schemes to which the Association employees belong are as follows: 

 

The Social Housing Pension Scheme (SHPS) 

 

General 

 

The Association participates in SHPS, a multi-employer defined benefit scheme. The scheme is funded 

and is contracted out of the state scheme. 

 

Employer participation in the scheme is subject to adherence with the employer responsibilities and 

obligations as set out in the “SHPS House Policies and Rules Employer Guide”. The scheme operated a 

single benefit structure, final salary with a 1/60th accrual rate, to March 2007. From April 2007 there are 

three benefit structures available namely: 

 

3.1 Final Salary with a 1/60th accrual rate 

3.2 Final Salary with a 1/70th accrual rate 

3.3 Career average revalued earnings (“Care”) with a 1/60th accrual rate 

 

An employer can elect to operate different benefit structures for their active members (as at the first 

day of April in any given year) and their new entrants. An employer can only operate one open benefit 

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

 

The Association has elected to operate the 1/60th benefit structure for active members as at 31 March 

2007 and the Care benefit structure for new entrants from 1 April 2007. 

 

The Trustee commissions an actuarial valuation of the scheme every three years. The main purpose of 

the valuation is to determine the financial position of the scheme in order to determine the level of 

future contributions required, in respect of each benefit structure, so that the scheme can meet its 

pension obligations as they fall due. From April 2007 the split of the total contribution rate between 

member and employer is set at individual employer level, subject to the employer paying no less than 

50% of the total contribution rate. 

 

The actuarial valuation assesses whether the scheme's assets at the valuation date are likely to be 

sufficient to pay the pension benefits accrued by members as at the valuation date. Asset values are 

calculated by reference to market levels. Accrued pension benefits are valued by discounting 

expected future benefit payments using a discount rate calculated by reference to the expected 

future investment returns. 

 

During the accounting period the company paid contributions at the rate of 14.1%. Member 

contributions varied between 2.9% and 8.4% depending on age. 

 

As at the balance sheet date there were 41 active members of the scheme employed by the 

company. The company continues to offer membership of the scheme to its employees. 

 

It is not possible in the normal course of events to identify the share of underlying assets and liabilities 

belonging to individual participating employers. Accordingly due to the nature of the Plan, the 

accounting charge for the period under FRS 17 represents the employer contribution payable. 

 

The last formal valuation of the scheme was performed as at 30 September 2005 by a professionally 

qualified actuary using the projected unit credit method. The market value of the scheme's assets at the 

latest valuation date was £1,278 million. The valuation revealed a shortfall of assets compared to 

liabilities of £283 million, equivalent to a past service funding level of 82%. 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 – CONTINUED 
 

20.    Pensions  (continued) 
 

The scheme actuary has prepared an actuarial report that provides an approximate update on the 

funding position of the scheme as at 30 September 2007. Such a report is required by legislation for 

years in which a full actuarial report is not carried out. The funding update revealed an increase in the 

assets of the scheme to £1,760 million and indicated a decrease on the shortfall of assets compared to 

liabilities to approximately £209 million, equivalent to a past service funding level of 89%. 

 

Annual funding updates of the SHPS scheme are carried out using approximate actuarial techniques 

rather than member by member calculations and will therefore not produce the same results as a full 

actuarial valuation. However, they will provide a good indication of the financial progress of the 

scheme since the last full valuation. 

 

The financial assumptions underlying the valuation as at 30 September 2005 were as follows: 

 

   % per annum 

Investment Return pre-retirement  7.2 

Investment return post-retirement  4.8 

Rate of salary increases to 30 September 2010  5.0 

Rate of salary increases from 1 October 2010  4.0 

Rate of pension increases  2.5 

Rate of price inflation  2.5 

 

The long-term joint contribution rates required from employers and members to meet the cost of future 

benefit accrual were assessed at: 

 

Benefit Structure   

Long Term Joint Contribution 

Rate 

(% of pensionable salaries) 

Final salary with 1/60th accrual rate  17.6 

Final Salary with 1/70th accrual rate  15.3 

Career average revalued earnings with a 1/60th 

accrual rate  14.1 

 

If an actuarial valuation reveals a shortfall of assets compared to liabilities the trustee must prepare a 

recovery plan setting out the steps to be taken to make up the shortfall. 

 

Following the consideration of the results of the actuarial valuation it was agreed that the shortfall of 

£283 million would be dealt with by the payment of deficit contributions of 4.4% of pensionable salaries 

with effect from 1 April 2007. These deficit contributions are in addition to the long-term joint contribution 

rates set out in the table above. 

 

With effect from 1 April 2008 the employer and employee contribution rates for 2008 – 2009 will be  

14.1% and 2.9% to 8.4% of pensionable salaries respectively. 

 

Employers that participate in the scheme on a non – contributory basis pay a joint contribution rate 

(that is, a combined employer and employee rate). 

 

Employers that have closed the scheme to new entrants are required to pay an additional employer 

contribution loading of 3.0% to reflect the higher costs of a closed arrangement. 
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William Sutton Housing Association Limited 

 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

20.   Pensions  (continued) 
 

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 

SHPS. 

 

Employers joining the scheme after 1 October 2002, including the Association, that do not transfer any 

past service liabilities to the scheme, pay contributions at the ongoing future service contribution rate.  

This rate is reviewed at each valuation and applies until the second valuation after the date of joining 

the scheme, at which point the standard employer contribution rate is payable. Contribution rates are 

changed on the 1 April that falls 18 months after the valuation date. 

 

If the valuation assumptions are borne out in practice this pattern of contributions should be sufficient to 

eliminate the past service deficit by 30 September 2020. 

 

A copy of the recovery plan, setting out the level of deficit contributions payable and the period for 

which they will be  payable, must be sent to the Pensions Regulator. The Regulator has the power under 

Part 3 of the Pensions Act 2004 to issue scheme funding directions where it believes that the actuarial 

valuation assumptions and / or recovery plans are inappropriate. For example the Regulator could 

require that the Trustee strengthens the actuarial assumptions (which would increase the scheme 

liabilities and hence impact on the recovery plan) or impose a schedule of contributions on the scheme 

(which would effectively amend the terms of the recovery plan). The Regulator has reviewed the 

recovery plan for the SHPS scheme and confirmed that, in respect of the September 2005 actuarial 

valuation, it does not propose to issue any scheme funding directions under Part 3 of the Pensions Act 

2004. 

 

The next full actuarial valuation will be carried out as at 30 September 2008. An actuarial report will be 

prepared as at 30 September 2007 in line with statutory regulations. 

 

Following a change in legislation in September 2005 there is a potential debt on the employer that 

could be levied by the Trustee of the scheme. The debt is due in the event of the employer ceasing to 

participate in the scheme or the scheme winding up. 

 

The debt for the scheme as a whole is calculated by comparing the liabilities for the scheme 

(calculated on a buyout basis: that is the cost of securing benefits by purchasing annuity policies from 

an insurer, plus an allowance for expenses) with the assets of the scheme. If the liabilities exceed assets 

there is a buy-out debt. 

 

The leaving employer's share of the buy-out debt is the proportion of the scheme's liability attributable 

to employment with the leaving employer compared to the total amount of the scheme's liabilities 

(relating to employment with all the currently participating employers). The leaving employer's debt 

therefore includes a share of any 'orphan' liabilities in respect of previously participating employers.  The 

amount of the debt therefore depends on many factors including total scheme liabilities, scheme 

investment performance, the liabilities in respect of current and former employees of the employer, 

financial conditions at the time of the cessation event and the insurance buy-out market. The amounts 

of debt can therefore be volatile over time. 

 

 

The William Sutton Trust Final Salary Scheme 

 

The scheme is a defined benefit (final salary) funded pension scheme. 

 

The most recent full actuarial valuation was carried out as at 30 September 2006. The employer 

contribution made in respect of the accounting period amounted to £1,151,000. The current agreement 

as regards contribution rates for future years is described in the Schedule of Contributions dated 18 

December 2007. 

 

The scheme is closed to new entrants. The current service cost under the Project Unit Method is 

therefore expected to increase as the membership ages. 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

20.   Pensions  (continued) 

 

Financial Reporting Standard 17 – Retirement Benefits 
The valuation of 30 September 2006 was updated by the actuary on an FRS17 basis as at 31 March 

2008: 

 

             2008            2007         2006        2005 

       

Rate of increase in salaries  4.40% 4.25% 4.00%  4.00% 

Rate of increase in pensions in payment and  

deferred pensions pre 6th April 2005  
3.60% 2.75% 2.50%  2.50% 

Post 6th April 2005   3.60% 2.75% 2.25%        N/A 

Discount rate applied to scheme liabilities  6.90% 5.40% 4.90%  5.40% 

Inflation assumption  3.60% 2.75% 2.50%  2.50% 

       

 

 

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial 

assumptions which, due to the scale covered, may not necessarily be borne out in practice. 

 

The fair value of the assets in the scheme, the present value of the liabilities in the scheme and the 

expected rate of return at each balance sheet date were: 

 

  

Expected 

long term 

rate of return 

2008 

Value at 

31.03.08   

Expected 

long term 

rate of return 

2007 

 
Value at 

31.03.07  

Market value and expected returns on assets   £m   £m 

       

Equities and properties  8.00% 46.6 8.00%  51.8 

Bonds  5.50% 10.7 5.00%  10.3 

Other  5.25% 0.3 5.25%  0.3 

Total market value of assets  7.52% 57.6 7.49%  62.4 

Present value of liabilities    (57.7)          (62.9) 

Deficit in the scheme    (0.1)            (0.5) 

 

 

Analysis of the Amount Charged to Operating Surplus  

  2008  2007 

  £m  £m 

     

Current and past service cost  (1.2)  (1.2) 

     

Analysis of the amount credited to net finance 

charges  

2008 

£m 
 

2007 

£m 

     

Actual return less expected return on pension 

scheme assets  
                 4.6  4.3 

Interest on the scheme liabilities  
(3.4)            (3.0) 

                   1.2  1.3 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

20. Pensions (continued) 

 
Analysis of amount recognised in statement of total recognised surpluses and deficits (STRSD) 

 

  2008  2007 

  £m  £m 

     

Actual return less expected return on pension 

scheme assets  
(8.0)  - 

Experience gains and losses arising on scheme 

liabilities  
-  (0.8) 

Changes in actuarial assumptions underlying 

the present value of the scheme liabilities  
7.2           0.6 

Actual deficit recognised in STRSD  (0.8)  (0.2) 

     

Movement in scheme deficit during the year  

2008 

£m 
 

2007 

£m 

     

Deficit at the beginning of the year  (0.5)  (1.7) 

Current service cost  (1.2)  (1.2) 

Contributions                  1.2           1.3 

Net return on assets                  1.2           1.3 

Actuarial deficit  (0.8)  (0.2) 

Deficit at end of year  (0.1)  (0.5) 

     

 

 

  2008  2007 2006 

History of experience surpluses and deficits  £m  £m £m 

      

Difference between the expected and actual 

return on scheme assets  
   

 

Amount (£m)  (8.0)  - 8.5 

Percentage of scheme assets  (13.9%)  - 14.3% 

      

Experience surpluses and deficits on scheme 

liabilities  
   

 

Amount (£m)  -  (0.8) 0.3 

Percentage of the present value of scheme 

liabilities  

-  (1.2%) 

 

0.4% 

 

      

Total actuarial gain in the statement of total 

recognised surpluses and deficits:  
   

 

Amount (£m)  (0.8)  (0.2) (0.1) 

Percentage of the present value of scheme 

liabilities  
(1.5%)  (0.3%) (0.3%) 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

20.     Pensions (continued) 

 

The Hertfordshire County Council Pension Fund 
 

Staff who transferred from Hertsmere Borough Council to the former Ridgehill group are members of this 

scheme, which reflects the terms of the Local Government Pension Scheme (LGPS). There are 24 

contributing members. 

 

The last actuarial valuation of the Herts Council Fund was carried out on 31 March 2007 by an 

independent actuary. The next formal valuation is due at 31 March 2010. The valuation was under the 

“projected unit Credit” method. 

 

Financial Reporting Standard 17 – Retirement Benefits 
 

The valuation of 30 September 2006 was updated by the actuary on an FRS17 basis as at 31 March 

2008: 

 

  2008 2007 2006  

Rate of increase in salaries  5.1% 4.7% 4.6%  

Rate of increase in pensions in payment and  

deferred pensions   
3.6% 3.2% 3.1%  

Discount rate applied to scheme liabilities  6.9% 5.4% 4.9%  

Inflation assumption  3.6% 3.2% 3.1%  

 

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial 

assumptions which, due to the scale covered, may not necessarily be borne out in practice. 

The fair value of the assets in the scheme, the present value of the liabilities in the scheme and the 

expected rate of return at each balance sheet date were: 

 

 

  

Expected 

long term 

rate of 

return 

Value at 

31.03.08  

Expected 

long term 

rate of 

return 

Value at 

31.03.07  

Expected 

long term 

rate of 

return 

 

Value at 

31.03.06  

  2008 £m 2007 £m 2006 £m 

Equities   7.7% 8.5 7.8% 9.1 7.4% 8.4 

Bonds  5.7% 1.5 4.9% 1.4 4.6% 1.4 

Property  5.7% 0.6 5.8% 0.7 5.5% 0.6 

Cash  4.8% 1.0 4.9% 0.8 4.6% 0.6 

Total market value of 

assets  
 11.6  12.0 

 
11.0 

        

Present value of 

liabilities   
 (14.2)  (15.3)  (15.6) 

Deficit in the scheme   (2.6)  (3.3)  (4.6) 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 – CONTINUED 
 

20.     Pensions (continued) 

 

Analysis of the Amount Charged to Operating Profit 

  2008  2007 

  £’000  £’000 

     

Current service cost  187  207 

Curtailment and settlement  61  - 

  248  207 

     

Analysis of the amount credited to net finance 

charges  

2008 

£’000 
 

2007 

£’000 

     

Actual return less expected return on pension 

scheme assets  
868  754 

Interest on the scheme liabilities  (821)  (760) 

  47  (6) 

     

 

Analysis of amount recognised in statement of total recognised surpluses and deficits (STRSD) 

 

  2008  2007 

  £’000  £’000 

     

Actual return less expected return on pension 

scheme assets  
(1,404)  24 

Experience gains and losses arising on scheme 

liabilities  
(340)  0 

Changes in actuarial assumptions underlying 

the present value of the scheme liabilities  
2,070  820 

Actuarial surplus recognised in STRSD  326  844 

     

 

Movement in scheme deficit during the year  

2008 

£’000 
 

2007 

£’000 

     

Deficit at the beginning of the year  (3,344)  (4,620) 

Current service cost  (187)  (207) 

Contributions  653  604 

Contributions in respect of unfunded benefits  44  41 

Impact of settlement and curtailments  (61)  - 

Net return on assets  47  (6) 

Actuarial  surplus   326  844 

Deficit at end of year  (2,522)  (3,344) 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2008 - CONTINUED 

 

20.     Pensions (continued) 
 

History of experience surpluses and deficits  2008  2007 

     

Difference between the expected and actual 

return on scheme assets  
   

Amount (£’000)  (1,404)  24 

Percentage of scheme assets  (12.1%)  0.2% 

     

Experience surpluses and deficits on scheme 

liabilities  
   

Amount (£’000)  (340)  - 

Percentage of the present value of scheme 

liabilities  
2.4%  - 

     

Total actuarial gain in the statement of total 

recognised surpluses and deficits:  
   

Amount (£’000)  326  844 

Percentage of the present value of scheme 

liabilities  
2.3%  5.5% 

 

 

21. Ultimate Parent Undertaking 

 
The Association’s ultimate parent undertaking is Affinity Sutton Group Limited, an association 

incorporated in Great Britain and regulated in England and Wales. Group accounts have been 

prepared by the ultimate parent undertaking and are available from the registered address. 

 

 

22. Subsidiary Undertakings 
   

Name  

Legislative Provisions 

Proportion of 

voting rights of 

ordinary share 

capital held 

Nature of 

Business 

Aashyana Housing Association Limited 

 

Industrial and 

Provident Societies 

Act 1965 

 

Nil- Managed on 

a unified basis 

Registered 

Social Landlord 

Community Building Services (CBS) Ltd Companies Act 1985 

 

100% Building 

Services 

 

William Sutton Developments Ltd 

 

Private company 

limited by shares 

100% Land owning 

vehicle 

 

 

23. FRS 8 Related Party Transactions 

 

Tenants who are members of the Board have tenancies which are on normal commercial terms, and as 

such their position does not afford them any additional benefits over other tenants. 




