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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD
For the year ended 31 March 2015

The directors present their annual report together with the audited financial statements of
the company for the year ended 31 March 2015.
Background
Southern Housing Group Limited has the power to appoint the Board of Southern Home
Ownership Limited. Accordingly, the financial statements of Southern Home Ownership
Limited are consolidated with those of Southern Housing Group Limited.

Southern Home Ownership Limited, together with Southern Housing Group Limited,
Southern Space Limited and Southern Development Services Limited comprise the
Southern Housing Group (the Group). The Group financial statements are published on the ·
Group's website, www.shgroup.org.uk.
Principal activities
Southern Home Ownership Limited was incorporated as an Industrial and Provident Society
in 1966. Southern Home Ownership provides accommodation for people on low incomes in
London and throughout South East England. It provides a range of housing services,
primarily in the area of low cost home ownership.

Review of results
The Association made a surplus on ordinary activities before taxation for the year of
£12.25m (2014 £14.40m). The development programme did not envisage any sales of new
property by the Association during the year and the pipeline of sales in particular of
properties on the Bow River Village development is projecting sizable activity in 2015/16.

During the year existing residents took advantage of continuing advantageous borrowing
conditions with 93 shared ownership property owners purchasing an increased share of
their property generating a surplus of £7.92m. The values of these staircasing transactions
reflect the exceptionally strong property prices during the year in London and the South
East. Of those buying an increased share 72 moved to 100% ownership in the year.
A gift aid payment of £7.00m (2014: £10.40m) was made to Southern Housing Group
Limited and at 31 March 2015 revenue reserves carried forward amounted to £30.48m
(2014: £26.28m).
Details of changes to the Association's fixed assets are shown in notes 10 and 11 of the
financial statements.
Going concern
After reviewing the company's budget for 2015/2016, and based on normal strategic
business planning and control procedures, the Board has a reasonable expectation that the
company has adequate resources to continue in operational existence for the foreseeable
future.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015

PROVIDING VALUE FOR MONEY (VfM)
Value for money
The full Board's Value for Money Statement for 2014/15 can be found at
http://www.shg roup. org. uk/media/...
The Group's Value for Money 2014/15 commentary and analysis is included below on
pages 3 to 13. All figures stated on pages 3 to 13 refer to the Group's financial performance
and not Southern Home Ownership Limited's financial performance.
Achieving Value for Money Goals
The table below summarises our stated Value for Money goals in 2014/15 and what we
have achieved. Making best use of all our assets and extracting good value for money from
every part of our business enables us to deliver our objectives.
Value for Money Goal

Achievement in 2014/15

Enhance our financial viability

Achieved with a strong operating surplus of £51 .9
million.

Rationalise our stock holding

Completed with the sale of 942 homes over the 3
year programme.

Develop 300 units of housing each year

Exceeded. We completed over 500 units of housing
during the year.

Maintain good levels of income collection

Achieved with 3. 7% rent arrears despite a
challenging operating environment.

Understand why our performance on re-letting homes
has declined and improve our performance on letting
empty homes

Achieved. We amended our procedures and
average void period dropped from 42 to 30 days.
We are not yet satisfied with this result and want to
do much better.

Improving how we capture the value of improvements
made.

Still work in progress. We have made strides in
defining the value of our social and economic
regeneration work.

Embed our asset management methodology.

Achieved, but more to do. We think more carefully
than ever about what to do with our property assets.
We are in the process of commissioning new
information systems that will enable more detailed
understanding and management of our assets.

Reduce costs in areas that are comparatively expensive.

Not achieved. We acknowledge that in some of our
work areas our costs remain high and that we still
have work to do to find savings.

Develop our in house repairs and maintenance service
and realise some cost savings.

Achieved. Our SMS project has been a success and
has started to save money whilst attaining high
levels of customer satisfaction.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
Value for money and our business
The strength of our operating surplus is a key value for money indicator. If we exclude the
profits from property sales our underlying surplus has doubled over the past five years If we
exclude the profits from our property sales our underlying surplus has doubled over the past
five years. Our £47.7 million operating surplus for 2014/15 demonstrates that our core
activities are profitable and we do not need to sell units to fund our operations. In fact as we
do not distribute any of our profit out of our business our level profitability on core activity
alone helps to support future development. Out five year business plan aspiration is to
improve the return on our core management operations by reducing our running costs by
10% over time. This will be achieved through improving the efficiency of our processes
while at the same time increasing customer satisfaction.
Income and expenditure account essential core activities
underlying net surplus in £ millions

Operating surplus
Underlying core
activities only
Operating margin

2015

2014

2013

2012

2011

2010

47.7

42.6'

35.6

28.9

32.5

23.4

32.5%

30.6%

26.7%

23.2%

27.1%

20.1%

Income and expenditure account- Group consolidated

Operating surplus
Operating margin

2015
63.8
32.6%

Net surplus
Net margin

51 .9
26.5%

2014
56.3
33. 1%

2013
57.4
30.8%

2012
35.2
25. 1%

2011
33.5
25.7%

2010
27.5
20.5%

37.3
21.9%

38.8
20.8%

17.9
12.8%

21 .1
16.2%

8.0
6.0%

Our strong and improved financial performance enables us to deliver our corporate
objectives. Every £1 million earned or saved, enables us to lever in sufficient finance to
build around 3.5 homes. Our financial strength also enabled us to provide around £1.8
million of funding for our social and economic inclusion work with our residents and
communities, which in its self generates social value.
Value for money and our assets
We manage our assets in order to maximise the income they generate and to improve
continually their viability. As a provider of affordable housing our main income stream is
derived from our housing assets. We are not a commercial property company and therefore
we do not seek to rent the majority of our housing property at market rates. Our primary aim
is to help to house people who are on low incomes and who often have little choice about
where they live. Consequently we set our rents at levels that are affordable to our
customers. Some of our rents are heavily regulated and remain well below market levels.
Others are rented at sub market levels as a matter of group policy. We get value for money
from properties as they benefit people with low incomes who are in housing need and are
kept fully occupied and generating a rental income. By doing this we maximise the income
that we are entitled to and help the people who benefit from our charitable status .
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
The financial return on our homes
The operating surplus per unit that is generated by each principle category of our housing is
shown below.

No of
units
All social
rented housing
Shared
ownership
housing
Affordable
rented housing
Intermediate
rented housing
Open market
rent

2014/15
Operating
surplus
£000

2013/14
Operating No of units Operating
Operating
surplus£
surplus surplus £ per
per unit
£000
unit

20,532

33,811

1,647

21 ,055

30,090

1,429

3,540

5,302

1,498

3,490

5,879

1,685

635

961

1,513

448

184

411

987

4 ,697

4,759

1,000

4,236

4,236

56

24

429

14

19

1,357

Our non market driven operating surplus has increased because we now have more units
of housing defined as affordable. The surplus for properties let at a market rent has
changed significantly because we increased the number of homes we invested in this
category.
Leveraging grant to deliver value for money
Every £1 grant we received towards our programme during 2011-15 was matched by over
£5 of internal funds. We utilise loan finance to match grant received and repay loans with
current and future rental income.
2011-15 programme- delivery of 458 units:
£m
Grant received
11.4
Internally funded
61.8
Total Cost
73.2
A rational approach to property holdings
We have a flexible and creative approach to our asset management. Every property that
becomes vacant is considered for a range of future options depending on location, return
and demand. During the past year we have sold some properties to other housing
associations in areas where we have little stock. We have sold properties on the private
market that are expensive to maintain and have reinvested in good quality homes in areas
where we have a large existing property portfolio. We routinely look at options that include
refurbishment, change of use, and change of tenure. As a developing association we have
taken the decision to convert suitable vacant properties to "affordable rented" homes. So a
key question that we ask is; should the next tenure be changed to "affordable" status?
Properties that are let as affordable homes generate additional rental income that is used to
support our affordable housing development programme in order to provide more affordable
homes for working people. Over the past three years we have converted 448 homes from
social to affordable rents generating additional income of around £200,000 per year to
support our affordable homes development programme. Our target going forward is to
convert around 180 homes annually thus further increasing available development finance.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
In addition to our routine review of the homes that we own we have just reached the end of
a three year formal stock rationalisation programme which has reduced the number of local
authority areas where we work by selling homes in the areas where stock levels were
sparse and purchasing homes in areas where we have larger concentrations of homes. We
have reduced the number of local authorities that we work from more than 80 to 40 by
selling 942 homes for a total of £50,539,521, achieving an average sale price that
exceeded existing use value by 46%. In addition we have purchased 411 homes for
£30,690 ,575 at an average premium over existing use value of just 20%.
The sales part of the stock rationalisation programme is now complete and has successfully
met its objectives. We shall continue to routinely consider our options for the properties that
we own and will bid to purchase additional properties that come onto the market in areas
where we have a strong presence.

Better value from our offices
During the year we carried out an extensive building project that increased the floor area of
our head office in Clerkenwell, Central London, whilst improving the quality of the office
accommodation. This work has enabled us to vacate an entire floor that will now lower our
business rates bill and provide a new income stream in the form of rent in a premium
location. The works cost around £2.2 million and have added around £5 million to the
capital value of our building. In addition by negotiating with the local authority and renting
out under used space in our Horsham office we have generated new rental income and
business rate savings around £338,000 per year.

Repairing our homes
In April 2014 we launched our in house repairs and maintenance service , Southern
Maintenance Services (SMS). The first phase of deploying SMS provided routine repairs
and maintenance services to our properties in Kent. By directly employing our own
operatives we have been able to provide a service at a lower cost, reduce the amount of
VAT paid and have far greater control over the quality of works carried out. The outcome for
the first year of operation has been very positive. We made saving of around £200,000 at
the same time as maintaining customer satisfaction levels at over 95% and an average end
to end time for emergency repairs of just 3.42 hours.
The next stage of this project is to expand SMS to take over the repairs and maintenance
work for our homes in the Thames Gateway region. This will happen in June 2015. We
expect to save around £297 ,000 per year by bringing this service in house whilst
significantly improving the repairs service to our customers in that region.
Over the next year we will use our procurement expertise to create new repairs and
maintenance contracts with third party contractors that will deliver improved value and high
quality services in our South region and on the Isle of Wight.

Value for money success
In 2014 we decided to change our tendering arrangements for lift replacements, offering
contractors the opportunity to tender for all replacement work over a two year period. By
doing this we have achieved an overall cost reduction of around 10%.

Investing in new homes
By getting maximum value from our existing assets and strategically selling a small number
of homes we are able to achieve a fin ancial surplus and to obtain loan finance to fund new
homes and to meet future housing need.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
The costs and benefits of all new housing projects are modelled to test their financia l
viability. We use a discounted cash flow model and benchmark the financial performance
against hurdles on the payback period, rate of return, net present value , and cost to value
percentage. As a risk management tool we build in tenure flexibility to provide an alternative
or exit strategy in case there is a shift in the market. To help ensure that we always build
homes at are good value for money we use competitive processes at the procurement
stage.
In the year 2014/15 we completed 450 new homes, which exceeding our target and we
started work on 323 new homes. Making better use of what we already own is a cost
effective way of developing new homes. During 2014/15 we completed development work
on Fivash House in Horsham which had been our South Region office until we moved into
larger accommodation. We have converted the old office building into 13 flats and one
house.

Value for money success
Our commercial house building subsidiary Southern Space Limited is now 10 years old.
During its lifetime it has generated sales turnover of £96, 665,833 providing £29, 541, 098
profit for the Group to use to subsidise affordable housing for households on low incomes.

At Taylor Court in Reading we demolished a sheltered housing scheme that no longer met
modern requirements and have built 33 new homes for renting and shared ownership in its
place.
At Vanston Place in Hammersmith we identified an old laundry building that had been used
for storage for many years, which we have demolished and are now building six new flats to
rent.
We are investing over £35m in order to upgrade our historic Lisgar Terrace estate in Barons
Court, West London. We are redesigning these homes to modern standards that will
improve living conditions for existing residents whilst increasing the total number of homes
by 20%. Profits generated by selling new homes on the site will be used to fund future
housing development projects. The works include extending the 10 existing blocks, adding
mansard roofs, creating larger flats with improved layouts, and installing lifts. Our residents
will see other benefits including much better insulation, double glazed sash windows, new
larger kitchens and bathrooms and landscaped court yard areas. Some original features
that enhance the historic character of the buildings have been preserved and reproduced.
Phase 2 is currently on site and due to complete towards the end of 2015. Once the
development is fully complete in 2020 the total number of homes will increase from 200 to
238, across a variety of tenures. In addition; our Home Energy Advice Team (HEAT) have
been doing some post occupancy monitoring of residents' bills at Lisgar Terrace, and early
indications are that residents are saving roughly £400 per year in their new homes.
Each year we take part in a development benchmarking exercise with the London G15
associations. The latest report published in the autumn of 2014 indicates that we do well on
keeping scheme costs low, and our resident satisfaction with new homes is stable and high
at 96%.
During 2014 the Board increased the new housing development target from 300 units each
year to 500 units each year which our strong financial performance over the past two years
has enabled.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
Value for money success
The Group has been selected by the GLA to pilot a new shared ownership product called
"Second Steps". We have secured funding for 50 shared ownership homes that existing
shared owners can transfer into. This will provide our residents with a much needed move
on service and add to our asset base without incurring planning or development risks.
Social value
The Group continues to work to add value to the communities where we own our housing
stock. Our Social and Economic Regeneration Department (SERD) takes the lead in this
important area of our work and we invested £1 .8m on this part of our business last year. In
addition to providing homes for people who are in housing need, we work to:
• Support our residents into work
•

Support our residents to maximise and manage their income

•

Maximise our business relationships for the benefit of our residents

•

Improve neighbourhoods

Value from letting our homes
In 2014/15 we let 1,995 homes to people in housing need: 330 on affordable and sub
market rent tenures to working households on modest incomes and 1,665 social rent
lettings to people on low incomes, often with some benefit dependency. The HACT Social
Value model puts an average social value to society of £10,000 to every letting to
households in housing need. If this rate is accepted the social value of our allocations and
letting work during the year was around £20 million. A key objective for 2015/16 is to reduce
the amount of time that it takes to re-let a void home from the current 30 days towards a
target of 14 days. This will not only save money for the Group but will also enhance the
social value gained from our lettings work.
Additionally our policy to let Affordable Rented homes to working households who can
afford the higher rent levels has also proved to be a good value for money as our rent
arrears level for Affordable Rented homes is just 1%.
Value for our residents
Our work on supporting our residents into work has delivered an estimated £2m of social
value during the year. As part of our work support programmes we:
•

Provided advice and active support to 279 residents

•

Supported 119 residents through formal training courses

•

Secured 128 places for resident volunteers

•

Helped 50 residents into part-time jobs

•

Helped 66 residents into full-time work.

Our financial inclusion staff work with residents to help them maximise their income and
manage their income better. During the year they secured additional grants and benefits for
500 residents totalling around £1 million in real value.
We use our existing and new business relationships, to generate benefits for our residents .
During the year we obtained 35 training and work placements for residents through our
contractors and suppliers and we estimate the social value of this assistance to be in the
region of £100,000.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015

The Group has continued to benefit from 'Big Lottery' funding, this year receiving £58 ,000
for its work.
Social Value is included as standard practice in all of our business discussions and
contractually in every new tender process. Our Social and Economic Regeneration
Department is working across the Group to create opportunities to:
• Create employment and training opportunities
•

Support residents to gain financial resilience

•

Improve resident's health and wellbeing

•

Enhance the local environment

•

Deliver on our commitment of being a "Business with Social Objectives"

In 2014/15 we created 4 new apprenticeships through our development programme. A
further 17 existing apprentices have been able to continue their employment through our
schemes and another two people were given work experience. We also enabled 6 people
to progress from unemployment to employment.
Value for Money Success
During 2014115 our financial inclusion officers generated at total of £760,000 for our
residents. Of this, £315,000 was new housing benefit that came directly into the Group.
Keeping warm
We have established a small team of staff dedicated to helping our residents reduce their
heating bills. The team became operational in the autumn of 2014. Since then it has carried
out 448 energy advice visits to residents, which will generate potential total annual savings
for households of £101,365. The average potential saving per household visited is £226.
Our work in this area has been so successful that our Home Energy Advisory Team has
been approached with a view to providing services to 2 other housing associations.
In 2015/16 we intend to expand this valuable service by recruiting and training resident
volunteers to become qualified energy advisors
We are approaching the completion of our first ever Passivhaus scheme at Cameron Close
in Freshwater on the Isle of Wight. The site was previously a sheltered housing scheme
owned by the Group called Ainsworth Court. Our residents were rehoused in a new modern
sheltered facility in 2011. We are now developing 28 Affordable Rent units including 16
large family houses and twelve flats which are designated as housing for older people. We
took a fabric first approach and have built to the Passivhaus standards with the help of
some additional funding from the Isle of Wight Council. The outcome from this new
approach will be to reduce dramatically the requirement for space heating and cooling
whilst also creating excellent indoor comfort levels. This is primarily ach ieved by specifying
high levels of insulation to the thermal envelope with exceptional levels of air tightness
added to the use of whole house mechanical ventilation heat recovery system. The cost of
heating these new homes should be minimal. As part of the project we have also created
new accommodation for a protected species of bats found on the scheme.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
Absolute and comparative costs
Benchmarking our costs over time

Measure
Management
costs per home
All maintenance
costs per home
Total operating
costs per home
Service costs per
home
Operating margin
for social housing
lettings
Rent loss
between lettings
Average re-let
days for empty
homes
Rent arrears as a
% of annual rent
due
Resident
satisfaction

2014/15

2013/1 4

201 2/13

2011 /12

G15
2013/14
Average

£1,303

£1,230

£1,184

£1 ,156

£1 ,425

£960

£845

£860

£1,021

£868

£3,446

£3,320

£3,412

£3,415

£3,515

£567

£540

£566

£576

£254

31%

30%

26%

23%

27%

1.1%

1.5%

1.5%

1.33%

0.46%

30

43

23

20

25

3.7%

3.51%

4 .04%

4.08%

4 .51%

75%

81%

84%

74%

78%

We are performing well on rent arrears and overall management and operating costs per
home, and our void re-let period has improved significantly, although it is still higher than
we would like. Our void period losses are much higher than we would like at 1.1% of our
annual rent debit. We are continuing to work to improve the lettings process and speed up
the time taken to re-let a property. Our resident satisfaction level is not as high as we would
like and our forthcoming transformation project will be designed to ensure that our services
have a positive impact and improve our customers' experience.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
Benchmarking
We participate in the HouseMark benchmarking exercise, which provides reports for the
G15, the group of London's largest housing associations. In addition to measuring the value
of our service to residents, we also benchmark our internal departments.

HouseMark G15 Benchmarking Summary 2013/14
Indicator
Housing
management
£cost per
general
needs
property
Cost of
finance dep't
as a% of
turnover
HR Costs as
a % of
turnover
Cost of IT as
a% of
turnover
Central
support
functions as
a% of
turnover

Southern

Quartile

Upper

Median

Lower

474

1

481

547

580

2.1%

3

1.8%

2.0%

2.2%

1.3%

3

0.8%

1.2%

1.5%

2.2%

1

2.6%

3.2%

3.5%

1.9%

1

1.9%

3.4%

3.8%

During 2014 we looked at our service quality, customer satisfaction level, and costs and
concluded that the Group can do better. Our service delivery performance could and should
be better than it is and our costs in some key areas should be lower. We need to become a
top quartile performer on service delivery and to this end we have embarked on a
comprehensive service transformation project to design and implement a new modern
housing service for the Group.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
Procurement
Our procurement objectives are to ensure compliance with procurement regulations and to
improve value for money. In 2014/15 the Group procured 63 contracts with a lifetime value
of £17.8m. These procurement projects generated cash savings of around £883,000,
equating to 8.19%.
The table below details the savings made during the year.
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£10,083,106

£6,437,175

n/a

n/a

n/a

n/a
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£4,689,792

£3,525,529

£726,493

15.49%

£626,675

17.78%

39

£3,003,177

£2,039,502

£729,195

24.28%

£256,180

12.56%

63

£17,776,075

£12,002,206

£1,455,688

8.19%

£882,855

7.36%

Procurement at Southern is not just about obtaining low prices. We want to procure
sustainable contracts that provide us and our residents with good quality goods and
services whilst reducing administrative costs where ever possible. So much of our
procurement activity is concentrated on the quality of what we are procuring and ensuring
that contracts are set up in a way that will work effectively for us and our suppliers.
Future improvement at Southern
During 2015/16 we will work on the following areas in order to further deliver value for
money improvements.
New objectives
Develop an efficient customer focussed,
digital first, housing service

Continue to rationalise our use of office
space
Generate development funding by moving
160 homes each year from 'social' to
'affordable' tenure
Expand the work of our in house
maintenance team into the Thames Gateway
region, saving money and improving service
quality
Procure two new repairs contracts
Build a new portfolio of market facing
products, that enhances the financial strength
of our business and provides a wider range of
housing options for our customers
12

Anticipated Value for Money
improvements
Over time greater choice over how to
access our services, improved service
quality, improved performance, better
value, and increased customer satisfaction.
Less office space used and more efficient
mobile working.
Increased funding for affordable housing .

Improved repairs service quality, higher
customer satisfaction and reduced costs .
Maintained or improved service quality.
Greater number of market rented property
contributing to our financial viability.

SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
Future plans
The Association's housing portfolio is managed by Southern Housing Group Ltd. Significant
potential development at Bow River Village is under development for sale through the
Southern Home Ownership brand.
The Board & Senior Executives

The Board members and senior executives are listed on page 1. Southern Housing Group
Limited holds one fully paid share of £1 in Southern Home Ownership Limited, the
remainder are held by members of the Southern Housing Group Limited Board.
Employment practices

The Association is committed to the fair and equitable treatment of all staff through
proactive, well developed policies and procedures and competent management. Staff
consultation frameworks are in place which ensure staff are involved and their views heard.
The Equality and Diversity Strategy Board of Southern Housing Group Limited oversees the
implementation of and compliance to the employment and wider requirements of the
Equality Act (201 0).
Health and Safety of employees is an employment priority with clear guidelines,
responsibilities and training and advice provided by a qualified professional.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015

STATEMENT OF BOARD'S RESPONSIBILITIES
The board is responsible for preparing the annual report and the financial statements in
accordance with applicable law and regulations.
The Co-operative and Community Benefit Societies Act 2014 and registered social housing
legislation require the board to prepare financial statements for each financial year which
give a true and fair view of the state of affairs of the Registered Provider of Social Housing
(RPSH) and of the surplus or deficit for that period. In preparing these financial statements,
the board 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, subject to any
material departures disclosed and explained in the financial statements; and
• prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the RPSH will continue in business.
The board is responsible for keeping proper accounting records that are sufficient to show
and explain the RPSH's transactions and disclose with reasonable accuracy at any time the
financial position of the RPSH and to enable it to ensure that the financial statements
comply with the Co-operative and Community Benefit Societies Act 2014 and Regulations
thereunder, the Housing and Regeneration Act 2008 and the Accounting Direction for
Social Housing in England 2012. It is also responsible for safeguarding the assets of the
RPSH and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities.
The board is responsible for the maintenance and integrity of the society's website.
Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.

STATEMENT OF INTERNAL CONTROL
Corporate governance
During 2014/15 the Board fully supported and complied with the principles set out in the
National Housing Federation's Code with the only exception being that the shareholding
membership of Southern Housing Group is limited to Board members only. From 1 April
2015 the Board has adopted the UK Corporate Governance code.

Internal Controls
The Board is responsible for the Association's system of internal controls and for reviewing
its effectiveness. Such a system is designed to manage, rather than to eliminate, the risk of
failure to achieve business objectives. It can provide only reasonable, and not absolute,
assurance against material misstatement or loss.
The Group operates ongoing processes for identifying, evaluating and managing the
significant risks that it faces . These processes have been in place for the year to 31 March
2015 and up to the date of the approval of the Annual Report and the Financial Statements.
The processes are reviewed at least annually by the Board and twice annually by the Audit
Committee.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
Main policies established to provide effective internal control
Risk assessment
The Group's objectives are established within the context of the Group's Corporate Plan.
There is a process of cascading these objectives throughout the Group to each operational
team and to individual staff members' targets. Assessment of resultant risk is mapped for
each Group member organisation. The Group's risk management strategy includes
requirements for formal risk assessments to be presented to the Board for discussion and
approval.
Control environment
Authority, responsibility and accountability are set out in the following ways:
• Standing Orders and Delegated Authorities
• Policies and procedures manuals in all key areas
• Codes of Conduct for Board and Committee members, and for staff
• Staff job descriptions and supervisory procedures
Information
There is a timely system for reporting progress in the Group, at many levels. The Boards
and their sub committees receive regular and extensive reports on all key areas of
performance.
Monitoring
The Group has a comprehensive internal audit programme which encompasses the
Association. It is undertaken by KPMG LLP, Chartered Accountants. The internal audit
programme is designed to review key areas of risk for the Group. The internal auditors
report to the Group Head of Compliance. Each audit assignment is sponsored by a senior
director who approves the scope of the work and takes responsibility for ensuring that
recommendations are acted upon. Group wide progress on completing work on
recommendations is monitored by the Head of Compliance. KPMG LLP meet quarterly with
the Chief Executive and report to each meeting of the Group Audit Committee on their
recent and prospective activity. They also meet informally with the Chair of Audit.
The risk management process incorporates reviews of high level risks across the Group,
including the identification of newly emerging risks.
Both the internal audit and risk management activities incorporate follow up reporting on
actions identified for improving the Association's control environment.
Review of effectiveness
The Board has reviewed the effectiveness of the Group's internal controls through the work
of the Audit Committee, which regularly reports to the Board. In addition the Group Chief
Executive has submitted to the Board a detailed report on the operation of internal controls
during the period under review and up to the date of approval of this report. The Board
confirms no weaknesses were found in the internal controls for the year ended 31 March
201 5 which might otherwise have resulted in material losses, contingencies or uncertainties
which require disclosure in the financial statements.
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SOUTHERN HOME OWNERSHIP LIMITED
REPORT OF THE BOARD (continued)
For the year ended 31 March 2015
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
Association's auditors are unaware; and each Board member has taken all the steps that
they ought to have taken as a Board member to make themselves aware of any relevant
audit information and to establish that the Association's auditors are aware of that
information.
Independent Auditors
A resolution is to be proposed at the annual general meeting for the re-appointment of
PricewaterhouseCoopers LLP as auditors of the Association.

Tim Richards
Chairman
On behalf of the Board
17 July 2015
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SOUTHERN HOME OWNERSHIP LIMITED
Independent auditors' report to the members of Southern Home Ownership
Limited
Report on the financial statements
Our opinion
In our opinion Southern Home Ownership Limited's ("the association") financial statements
(the "financial statements"):
•

give a true and fair view of the state of the association's affairs as at 31 March 2015
and of association's surplus for the year then ended; and

•

have been properly prepared in accordance with the Co-operative and Community
Benefit Societies Act 2014, the Housing and Regeneration Act 2008 and the
Accounting Direction for Social Housing in England 2012.

What we have audited
The financial statements comprise:
•

the Balance Sheet as at 31 March 2015;

•

the Income and Expenditure account for the year then ended; and

•

the notes to the financial statements, which include a summary of significant
accounting policies and other explanatory information.

The financial reporting framework that has been applied in the preparation of the financial
statements is applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice).
In applying the financial reporting framework, the directors have made a number of
subjective judgements, for example in respect of significant accounting estimates. In
making such estimates, they have made assumptions and considered future events.

Other matters o~ which we are required to report by exception
Adequacy of accounting records, system of control and information and
explanations received
Under the Co-operative and Community Benefit Societies Act 2014 we are required to
report to you if, in our opinion:
•

a satisfactory system of control over transactions has not been maintained; or

•

we have not received all the information and explanations we require for our audit;
or

•

proper accounting records have not been kept by the association; or

•

the association financial statements are not in agreement with the accounting
records.

We have no exceptions to report arising from this responsibility.
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SOUTHERN HOME OWNERSHIP LIMITED
Independent auditors' report to the members of Southern Home Ownership
·Limited (continued)
Responsibilities for the financial statements and the audit
Our responsibilities and those of the Board
As explained more fully in the Statement of Board's Responsibilities, the Board is
responsible for the preparation of the financial statements and for being satisfied that they
give a true and fair view. Our responsibility is to audit and express an opinion on the
financial statements in accordance with applicable law and ISAs (UK & Ireland). Those
standards require us to comply with the Auditing Practices Board's Ethical Standards for
Auditors.
This report, including the opinions, has been prepared for and only for the association's
members as a body in accordance with Section 87(2) of the Co-operative and Community
Benefit Societies Act 2014 and the Housing and Regeneration Act 2008 and for no other
purpose. We do not, in giving these opinions, accept or assume responsibility for any other
purpose or to any other person to whom this report is shown or into whose hands it may
come save where expressly agreed by our prior consent in writing.
What an audit of financial statements involves
We conducted our audit in accordance with International Standards on Auditing (UK and
Ireland) ("ISAs (UK & Ireland)"). An audit involves obtaining evidence about the amounts
and disclosures in the financial statements sufficient to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of:
•

whether the accounting policies are appropriate to the company's circumstances
and have been consistently applied and adequately disclosed;

•

the reasonableness of significant accounting estimates made by the board; and

•

the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the board's judgements against
available evidence, forming our own judgements, and evaluating the disclosures in the
financial statements.
We test and examine information, using sampling and other auditing techniques, to the
extent we consider necessary to provide a reasonable basis for us to draw conclusions. We
obtain audit evidence through testing the effectiveness of controls, substantive procedures
or a combination of both.
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SOUTHERN HOME OWNERSHIP LIMITED
Independent auditors' report to the members of Southern Home Ownership
Limited (continued)
In addition, we read all the financial and non-financial information in the financial statements
to identify material inconsistencies with the audited financial statements and to identify any
information that is apparently materially incorrect based on, or materially inconsistent with,
the knowledge acquired by us in the course of performing the audit. If we become aware of
any apparent material misstatements or inconsistencies we consider the implications for our
report.

Julian Rickett
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London
23 July 2015

(a)

The maintenance and integrity of the Southern Housing Group Limited website is the
responsibility of the board; the work carried out by the auditors does not involve
consideration of these matters and, accordingly, the auditors accept no responsibility for any
changes that may have occurred to the financial statements since they were initially
presented on the website.

(b) · Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.
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SOUTHERN HOME OWNERSHIP LIMITED
INCOME AND EXPENDITURE ACCOUNT
For the year ended 31 March 2015
Note
2015
£000s
TURNOVER

2

Cost of sales

2

Operating costs

2

OPERATING SURPLUS

7,079

2014
£000s
14,842
(3,572)

(2,671)

(2,688)

4,408

8,582

Profit on sale of fixed assets

5

8,122

5,945

Interest receivable and similar income

6

103

239

Interest payable and similar charges

7

(382)

(366)

Surplus on ordinary activities before taxation

8

12,251

Tax on surplus on ordinary activities

9

(1,050)

SURPLUS FOR THE YEAR
Revenue reserve brought forward

19

Surplus for the year

14,400
(672)

11,201

13,728

26,279

22,949

11,201

13,728

Gift aid distribution

19

(7,000~

Revenue reserve carried forward

19

30,480

(10,398)
26,279

The notes on pages 22 to 36 form part of these financial statements.
There were no other surpluses or deficits in the current or prior years other than as
disclosed in the above Income and Expenditure Account.
There is no material difference between the surplus on ordinary activities before taxation
and the surplus for the financial years stated above and their historical costs equivalents.
The turnover and operating surplus for the current and prior years relate to continuing
activities.
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SOUTHERN HOME OWNERSHIP LIMITED
BALANCE SHEET
As at 31 March 2015
Note
2015
£000s

2014
£000s

82,701
(43,457)
(990)

88,250
(45,998)
(1 ,207)

38,254

41,045

8,458
(8,077)
361

8,880
(8,432)
367

38,996

41,860

12,514
5,742
17,474

1,882
5,093
23,658

35,730

30,633

(14,316)

(17,303)

NET CURRENT ASSETS

21,414

13,330

TOTAL ASSETS LESS CURRENT LIABILITIES

60,410

55,190

FIXED ASSETS
Housing properties at cost less depreciation
Social housing grant
Other capital grants

10
10
10

Net book value of housing properties
Fixed asset investments
Homebuy and starter home initiatives
Homebuy grant
Other tangible fixed assets

12

11

Total fixed assets
CURRENT ASSETS
Stock of homes for resale
Debtors
Cas h at bank and in hand

13
14

CREDITORS: Amounts falling due within one year

15

CREDITORS: Amounts falling due after more than one
year
Housing loans
Rec ycled capital grant fund

16
17

24,235
5,695

24,429
4,482

CAPITAL AND RESERVES
Called up share capital
Revenue reserve

18
19

30,480

26,279

60,410

55,1 90

e approved by the Board of Directors on

Kathryn Worth
Secretary
Co-operative and Community Benefit Societies Act 2014- Registered number: 18521R
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SOUTHERN HOME OWNERSHIP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2015

1. Principal accounting policies
The financial statements have been prepared in accordance with applicable Generally
Accepted Accounting Standards in the UK, the Statement of Recommended Practice
"Accounting by Registered Social Landlords" update as issued in 2010, the Accounting
Direction for Social Housing in England from April 2012, and on the historical cost basis.
The accounting policies have been consistently applied. A summary of the more important
accounting policies is set out below.
Going concern
The Board has a reasonable expectation that the Company has adequate resources to
continue in operational existence for the foreseeable future, being a period of twelve
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.
Turnover
Turnover represents rental and service charge income receivable from properties owned by
the Association and those managed for third parties, fees receivable (excluding VAT) when
they fall due; and revenue grants from the public bodies are credited to the Income and
Expenditure Account in the same period as the expenditure to which they relate. It also
includes receipts from the sale of the 1 st tranche of shared ownership properties and
proceeds from the sale of properties developed for the open market which are recognised
on legal completion.
Service Charges
The Group operates both fixed and variable service charges on a scheme by scheme basis
in full consultation with residents. The service charges on all schemes are set on the basis
of budgets. Where variable service charges are used the budget will include an allowance
for the surplus or deficit from prior years, with a surplus being returned to residents in the
form of a reduced charge for the year and a deficit being recovered via a higher service
charge or by alternative methods if the contract allows. Until these surpluses are returned
they are held on the balance sheet as a creditor and a deficit is held as a debtor.
Housing Properties
Housing properties are held at cost less the amount of grants received towards their costs
and depreciation. Cost includes the cost of acquiring land and buildings, development
costs , interest capitalised during the development period, and directly attributable
administration costs.
Housing properties are split between the structure and those major components which
require periodic replacement. Replacement or restoration of such major components is
capitalised and depreciated over the average estimated useful life which has been set
taking into account professional advice, the Group's asset management strategy and the
requirements of the Decent Homes Standard.
Works to existing properties which result in an increase in the net rental income over the
lives of the properties, thereby enhancing the economic benefits of the assets, are
capitalised as improvements. Examples would be work that results in an increase in rental
income, a reduction in future maintenance costs or a significant extension of the useful
economic life of the property.
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SOUTHERN HOME OWNERSHIP LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2015

1. Principal accounting policies (continued)
Housing Properties {continued)

Housing properties in the course of construction are held at cost and are not depreciated.
They are transferred to completed properties when ready for letting or sale. Capitalisation of
development costs ceases at practical completion including the accrual of known costs at
that time and all subsequent costs are expensed. It is Group policy to ensure resident
shared owners meet their obligations of maintaining the property in a continuous state of
sound repair and the Group considers that any depreciation calculation based on the
property's current value would be insignificant, due to the large residual values and long
economic lives.
Depreciation and impairment
Freehold land is not subject to depreciation. Depreciation is charged on a straight-line
basis over the useful economic lives of fixed assets to write off the cost less estimated
residual values at the following useful economic lives:

Housing properties held for letting:
Structure
Major components
Bathroom
Heating system Gas
Heating system Electric
Kitchen
Roof (Pitched)
Roof (Flat)
Windows
Wiring

100 years
30 years
15 years
25 years
20 years
60 years
20 years
30 years
30 years

Subject to those properties held on short lease where the maximum period is that of the
remaining lease.
Other tangible fixed assets
Commercial freehold properties

between 30 and 60 years

For all properties annual impairment reviews are carried out on an annual basis to ensure
the carrying value in the balance sheet does not exceed the recoverable amount.

Social Housing Grant
Where developments have been financed wholly or partly by social housing grant the cost
of those developments have been reduced by the grant received and receivable . Social
Housing Grant released on a sale of a property may be repayable but is normally available
to be recycled and is credited to a Recycled Grant Fund or Disposal Proceeds Fund and
included in the balance sheet as creditors. Social Housing Grant received in advance in
respect of housing properties in the course of construction is shown as a current liability.
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SOUTHERN HOME OWNERSHIP LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2015

1. Principal accounting policies (continued)
Other Grants
These include grants from local authorities and other organisations. The capital costs of
housing properties are stated net of grants received and receivable on these properties.
Grants in respect of revenue expenditure are credited to the income and expenditure
account in the same period as the expenditure to which they relate. On disposal grants are
dealt with in accordance with the terms of the original agreement.
Stock of homes for resale
Stocks and work in progress are stated at the lower of cost and net realisable value. Cost
comprises acquisition and development costs appropriate to the relevant stage of
development including attributable overheads and interest. Net realisable value is based on
estimated selling price less all further costs to completion and relevant marketing and
selling costs.
Cash flow Statement
Under FRS 1 (revised 1996) the Association is exempt from the requirement to prepare a
cash flow statement on the grounds that the parent undertaking includes the Association in
its own published consolidated statement.
Investments
Southern Home Ownership Limited retains a stake in homes purchased through the
Homebuy and Starter Home Initiative schemes. Investments in Homebuy and Starter
Home Initiatives are funded through Social Housing Grant. The Association funds 6% of the
stake in Starter Home Initiatives, with the remainder being funded through Social Housing
Grant. Investments are held in the balance sheet at historic cost.
Leased assets
Rentals payable under operating leases are charged to the income and expenditure
account on a straight line basis over the life of the lease.
Taxation
The Association is liable to corporation tax, and the charge is based on the surplus for the
year taking into account differences between certain items for taxation and accounting
purposes. However the majority of taxable surpluses are paid over to its parent under the
Gift Aid scheme.
The Association forms part of the Group's registration for Value Added Tax. A proportion of
the VAT incurred by the Association cannot be recovered as turnover arises from exempt
activities.
Deferred taxation
Deferred taxation is recognised, without discounting, in respect of all timing differences
between the treatment of certain items for taxation and accounting purposes which have
arisen but not reversed by the balance sheet date, except as otherwise required by FRS 19.
Shared ownership first tranche sales

Shared ownership properties are split proportionally between current assets and fixed
assets, based on the first tranche proportion. First tranche proportions are accounted for as
current assets and the related sales proceeds shown in turnover. The remaining elements
of the SO properties are accounted for as fixed assets. Subsequent sales are treated as
part disposals.
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SOUTHERN HOME OWNERSHIP LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2015

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

2.A Particulars of turnover, cost of sales, operating costs and operating surplus.

Turnover
£000s
Social housing lettings (note 2.8)

Non-social housing activities
Commercial income
Other

Cost of
Sales
£000s

(2,671)

4,389

7,060

(2,671)

4,389

17

17

2

2

Turnover
£COOs

(2,671)

Cost of
Sales
£COOs

7,267
(134)

7,619

(134)

7,206
17

(3,438)

14,842

{3,572}

25

Operating
costs
£ODDs
(2,688)

352

Non-social housing activities
Open market sales
Commercial income

2015
Operating
surplus
£000s

7,060

7,079

Social housing lettings (note 2.8)
Other social housing activities:
Current asset property sales

Operating
costs
£000s

4,408
2014
Operating
surplus
£COOs
4,579
218

(2,688)

4,797
3,768
17

{2,688}

8,582

SOUTHERN HOME OWNERSHIP LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2015

2. Turnover, cost of sales, operating costs and operating surplus (continued)
2.8 Particulars of income and expenditure from social housing lettings.

Intermediate
rent
£000s
Rent receivable net of identifiable
service charges
Service charges receivable
Turnover from social housing
lettings
Management
Service charge costs
Routine maintenance
Planned and Cyclical maintenance
Rent losses from bad debts
Depreciation of housing properties
Operating costs on social housing
lettings
Operating (loss)/surplus on social
housing lettings

Shared
ownership
£000s

2014

Total
£000s

Total
£000s

493

5,037

5,530

5,694

288

1,242

1,530

1,573

781

6,279

7,060

7,267

(33)
{22)
(315)
(362)

(1,149)
{767)

(1,182)
(789)
(315)
(362)
22
{45)

(1,244)
(773)
(305)
(247)
(34)
(85)

(1,894)

(2,671)

(2,688)

4,385

4,389

4,579

14

14

22
(45)
{777)
4

Void losses

2015

14

Major repairs are included in planned and cyclical maintenance.

3. Directors' emoluments
No member of the Board received any remuneration for their role as member of the Board
of Southern Home Ownership Limited during the year (2014: £nil). No expenses were
reimbursed to members of the Board during the year (2014: £nil).
The Group Chief Executive and the senior management team are employed by Southern
Housing Group Limited, with whom administration costs are shared; the relevant
emoluments are dealt with in the financial statements of that organisation.
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SOUTHERN HOME OWNERSHIP LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2015

4. Employee Information
2015

FTE

2014
FTE

Monthly average number of full-time equivalent employees
{FTE =35 hours per week)

1
2015
£000s

Staff costs (for the above employees)
Wages and salaries
Social security costs
Other pension costs

2014
£000s
38
3
16
57

This employee was transferred to Southern Housing Group Limited from April2014
Pension:

The Company was a member of the Southern Housing Group Pension scheme which
provides benefits based on final pensionable pay. In 2014 the company had 1 employee
member of the scheme. In April 2014 the employee transferred to Southern Housing Group
Limited. The funding surplus/deficit in respect of this scheme is disclosed in the financial
statements of Southern Housing Group Limited a registered society within the meaning of
the Co-operative and Community Benefit Societies Act 2014.

5. Profit on sale of fixed assets

Staircasing
£000s

Sale proceeds
Cost of sales
Incidental sale expenses

Other
property
Homebuy &
sales
SHI
£000s
£000s

13,032
(5,074)
(42)

542
(419)

7,916

123

390
(307)

2015
£000s

2014
£000s

13,964
(5,800)

10,916
(4,904)
(67)

(42}

83

8,122

5,945

6. Interest receivable and similar income

Bank interest

27

2015
£000s

2014
£000s

103

239

SOUTHERN HOME OWNERSHIP LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2015

7. Interest payable and similar charges

On loans

2015
£0005

2014
£000s

382
382

366
366

2015
£0005

2014
£000s

8. Surplus on ordinary activities before taxation

Surplus on ordinary activities for the year is stated after charging:
Deprec iation:
Housing land & buildings
Other tangible fi xed assets

75
6

79
7

External audit fee (including expenses , excluding vat)

16

16

Non audit fees (inc luding expenses, excluding VAT)
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SOUTHERN HOME OWNERSHIP LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2015

9. Tax on surplus on ordinary activities
UK Corporation tax
Current tax at 21% (2014: 23%)
Adjustments to tax charge in respect of previous years
Current tax charge

2015
£000s
997
53

2014
£000s
807
(135)

1,050

672

12,251

14,400

2,573

3,312

53
46
(144)
(1,470)

(135)
16
(157)
(2,392)
20
8

The current tax charge for the year is lower (2014: lower) than
the standard rate of corporation tax in the UK. The differences
are explained below.
Current tax reconciliation
Surplus on ordinary activities before taxation
Current tax at 21% (2014: 23%)
Effects of:
Adjustments to tax charge in respect of previous years
Expenses not deductible/(income not taxable)
Indexation allowances in year
Gift aid deductible
Depreciation in the year in excess of capital allowances
Other timing differences
Total current tax charge (see above)

(8)
1,050

672

Factors that may affect future tax charges
A number of changes to the UK corporation tax system were announced in the March 2013
UK Budget. These were substantively enacted as part of the Finance Bill on 2 July 2013.
These reduced the main rate of corporation tax to 21% from 1 April 2014 and to 20% from 1
April 2015. These changes had been substantively enacted at the balance sheet date.
Further changes were announced in the budget on 8 July 2015 reducing the rate of
corporation tax to 19% from 1 April2017 and to 18% from 1 April 2020. These changes
were not substantively enacted at the balance sheet date.
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SOUTHERN HOME OWNERSHIP LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2015

10. Tangible fixed assets: housing properties
Housing
properties held for
letting

Shared
ownership
housing
properties

Shared
ownership
housing
properties
under
construction

Total

£000s

£000s

£000s

£000s

Cost
At 1 April 2014

4,993

83,864

Additions
New properties

10,633

Ex isting properties
Transfer to stock
Transfer within group

108
(364)

Disposals

10,633
108

(10,633)

Component write off

At 31 March 2015

88,857

(10,633)
(364)

(81)

(81)

(5,173)

(5, 173)

4,629

78,718

83,347

1,413

44,585

45,998

Social Housing Grant
At 1 April 2014
Transfer to recycled capital
grant fund
Disposals
At 31 March 2015

1,413

Other grants
At 1 April 2014
Transfer to recycled capital
grant fund
At 31 March 2015
Accumulated depreciation
At 1 April 2014
Charge for year
Eliminated in respect of
disposals
At 31 March 2015

(2,345)

(2,345)

(196)

(196~

42,044

43,457

1,207

1,207

(217)

(217)

990

990

607
75

607
75

(36)

(36)

646

646

Net book value
At 31 March 2015

2,570

35,684

38,254

At 31 March 2014

2,973

38,072

41,045
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SOUTHERN HOME OWNERSHIP LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 March 2015

10. Tangible fixed assets: housing properties (continued)
Housing properties comprise:
2014
£000s

2015
£000s
Freehold

51,895

57,405

Long leasehold

31,452

31,452

83,347

88,857

Short term leasehold £nil (2014:nil)
Total Social Housing Grant received or receivable to date is as follows:
2014
£000s

2015
£000s
SHG and other capital grants deducted from:
Housing properties at cost

43,457

Homebuy and starter home initiative

47,205

8,077

8,432

51,534

55,637

Additions to housing properties during the year included capitalised interest payable of
£nil (2014: £nil). The total amount of cumulative interest capitalised is not separately
identifiable. Total expenditure on works to existing properties during the year amounted to
£676,000 (2014: £552,000) of which £nil (2014: £nil) was capitalised.
There are fixed charges on 964 (2014: 593) housing units.
All the stock owned by SHO is now managed by other group members as follows:
2015
Units

2014
Units

By other group members:
Properties
Shared ownership
Intermediate rent
Total owned properties

1,688
53
1,741

1,790
53
1,843

Managed Freeholds
RTB/RTA/Owned
100% Staircased
Total managed freeholds

176
837
1,013

166
765
931

Total units

2,754

2,774
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NOTES TO THE FINANCIAL STATEMENTS (continued)
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11. Other tangible fixed assets
Commercial
freehold
properties
£000s
Cost
At 1 April 2014

406

At 31 March 2015

406

Accumulated depreciation
At 1 April 2014

39

Charge for year

6

At 31 March 2015

45

Net book value
At 31 March 2015

361

At 31 March 2014

367

12. Fixed asset investments
Southern Home Ownership Limited has a majority shareholding in the following companies
incorporated in England, all of which were dormant during the year:

% OF ORDINARY
SHARES HELD
2014
2015

Company

Riverside Close Management Ltd
Rolvenden Amenity Ltd
Cheriton Road Management Company Ltd

Cost and net book value

68
79
75

68
79
75

2015
£

2014

218

218

£

The directors believe that the carrying value of the investments is supported by their underlying net
assets.
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13. Stock of homes for resale
2015
£000s

2014
£000s

Properties under construction

5,362

Land

7,152

1,882

12,514

1,882

14. Debtors
2015
£000s

2014
£000s

257
(184)

301
(206)

Due within one year:
Arrears of rent and service charges
Less: provision for bad and doubtful debts
Other debtors
Prepayments and accrued income

73
5,629
40

95
4,959
39

5,742

5,093

At 31 March 2015, balances on bank accounts held on trust for shared owners totalled
£4,938,000 (2014: £4,488,000) and are included in other debtors.

15. Creditors: amounts falling due within one year

Social Housing Grant received in advance
Recycled capital grant fund
Amounts due to connected entities
Accruals
Corporation tax
Other taxation and social security
Other creditors
Housing loans

2015
£000s

2014
£000s

139
1,631
5,113
485
671
1
6,076
200

139
1,494
8,877
644
807
1
5,341

14,316

17,303

Amounts collected from shared ownership leaseholders in respect of service charges, not
yet expended, of £5,292,000 (2014: £4,680,000) are reflected above in other creditors.
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16. Housing loans

Housing loans falling due after one year
Loan set up cost
Net housing loans

2015
£000s

2014
£000s

24,300
(65)
24,235

24,500
(71)
24,429

Housing loans are all secured by specific charges on 964 (2014: 593) housing units and are
repayable in instalments due as follows:

In one year or less
Between one and two years
Between two and five years
In five years or more

2014
£000s

2015
£000s
200
320
1,300
22,680

200
1,1 30
23,170

24,500

24,500

Housing loans bear variable rates on a margin above the London Interbank Offer Rate. The
final instalments fall to be repaid in the period 2025 to 2026.

17. Recycled capital grant fund
2015
£0005
5,976
2,904
36
(1 ,455)
(135)

2014
£000s
3,316
2,735
20
(95)

Recycled Capital Grant as at 31 March

7,326

5,976

Due within one year
Due in more than one year

1,631
5,695

1,494
4,482

7,326

5,976

Balance at 1 April
Grant released on sales
Interest added to fund
Transfer into parent company
Grant recycled into new schemes

The balance on this fund represents grant from the Government that has been released on
sales of property. Since 1 April1997 such grants are available for recycling into new housing
provision, over a three-year period.
Bala nce relating to the HCA
1,009
1,761
Balance relating to the GLA
4,967
5,565

18. Called up share capital
£

2014
£

11

11

2015

Shares of £1 each issued and fully paid:
Balance at 1 April and 31 March
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19. Revenue reserve

Balance at 1 April
Surplus for year
Gift aid distribution

2015
£000s
26,279
11,201
(7,000)

2014
£000s
22,949
13,728
(10,398)

As at 31 March

30,480

26,279

Following the publication of Institute of Chartered Accountants in England and Wales
(ICAEW) Technical Alert 16/14 BL, gift-aid payments are treated as distributions of reserves.
Distributions or reserves are now shown in this note, revenue reserves.
Previously gift-aid payments were recognised in the income and expenditure account. In
accordance with Financial Reporting Standard 28 - Corresponding amounts, the
comparatives have been adjusted to provide comparable disclosures.

20. Legislative provisions
The Association is incorporated under the Co-operative and Community Benefit Societies
Act 2014 (Registered number: 18521R) and registered with the Homes and Communities
Agency and previously with the Housing Corporation under the Housing Act 1974
(Registered Number LH1662).

21. Related parties
One board member was a leaseholder during the year. Any transactions are on normal
commercial terms and they are not able to use their position for personal advantage.
The Association has taken advantage of the exemptions in FRS 8 allowing no disclosure to
be made in respect of related party transactions relating to regulated group companies.

Intra-group transactions with non-regulated group members are
as follows :
2015
£000s

Design and build fees paid to SDSL

2014
£000s

12

142

Commission on housing sales paid to SSL
Intercompany creditor due from SSL

77
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22. Capital commitments
2015

2014

£000s

£000s

Capital expenditure contracted but not provided for in the
financial statements
Capital expenditure authorised but not contracted

3,937

23. Controlling party
The ultimate parent body and controlling party of the association is Southern Housing
Group Limited, a registered society within the meaning of the Co-operative and Community
Benefit Societies Act 2014. The association is not required by statute to prepare group
financial statements. The financial statements of the association are included in the
consolidated financial statements of Southern Housing Group Limited.

A copy of the Group consolidated financial statements can be obtained from the parent
company's principal place of business, which is Fleet House, 59-61 Clerkenwell Road,
London EC1 M 5LA, or on the Group's website www.shgroup.org.uk.
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