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Operating and Financial Review comsinedvith the REport of the Board

The Board presents its report and the 2m audited financial statements for the year ended 31 March 2009.
Legal Status

Chorley Community Housing Limited (the Association or CCH) is registered with the Financial Services
Authority under the Industrial and Provident Societies Act 1965 (registration number IP30155R) and is
charitable. The Association is a registered provider of social housing regulated by the Tenant Services
Authority, employs 87 staff, and manages circa 2,900 properties.

The Association is registered with the Tenant Services Authority under number L4487. The Association is a
subsidiary of the Adactus Housing Group Limited.

Activities

The Association was formed in March 2007 when 2,916 properties transferred to Chorley Community
Housing Limited from Chorley Borough Council following a tenant ballot in favour of a large scale voluntary
transfer by the Council. Its core business is the provision of affordable rented accommodation for people in
housing need. Itis currently undertaking a substantial improvement programme of the whole of the housing
stock transferred amounting to over £26m in expenditure.

The Association is governed by a Board comprising up to 12 members, of which one third are tenant board
members, one third are Chorley Borough Council nominees and one third are independents.

Mission Statement

As the Association is part of the Adactus Housing Group (the Group), its mission, goals, objectives,
strategies and policies are allied to and follow those of the Group. The Group’s core business is to provide
and manage affordable housing for rent or sale. It undertakes other activities to benefit its customers and
help sustain its assets.

The Group’s mission is:

“To serve the people and communities with whom we work using innovation and dedication to
ensure that their neighbourhoods are places where people are happy to live.”

“To offer the staff we employ the opportunity to utilise their abilities, expand their experience and
reward their commitment.”

“To always deliver on any promises made to our partners.”
Underpinning the Group vision is CCH’s mission which is
“Working together to make great homes and sustainable communities”
Vision Statement

The Group's vision is to seek 'QED’ in all its activities

o Quality;
e Expansion;
o Diversity.
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The vision of QED provides the framework for the Group and its subsidiaries’ strategic objectives.

Group Strategic Objectives

Listen and respond to the views of our
customers in seeking continuous
improvement in our activities

Recruit retain and develop the best staff

Build a culture of challenge and

Improve the efficiency and innovation

sustainability of everything we do

Provide services to neighbourhoods
as well as to individual tenants

Maintain strong governance
with board members who

Increase the size of the
business through

development, transfer, Expansion Diversity provide the Group with a
new business diversity of knowledge and
opportunities or new experience

group members

Promote choice and services that
are sensitive to the diverse needs
of our customers

Operating Review

During 2008/09, the Association continued to work towards the delivery of the vision, strategic objectives
and goals shared with other members of the Adactus Housing Group. The key outputs were as follows:

Quality
Continuous improvement

As part of the stock transfer commitment, CCH undertook to carry out a number of service improvements
which have been implemented since the transfer from Chorley Borough Council. Residents have been
involved in developing a number of these improvements, which in 2008/09 included:

Production of a tenant newsletter, written and edited by residents

Promotion of the open membership scheme to tenants

Tendering of the grounds maintenance service

Introduction of new rent payment methods (payment by text and card payment in the office)

The first residents’ satisfaction survey carried out at CCH since joining the Group showed that overall
resident satisfaction stood at 84% in 2008/09. This figure compares well against the national average of
79%.

An increasing emphasis was placed at CCH on consulting customers and responding to their needs and
expectations.

Group-wide, a total of 1,305 customers (12%) were involved in a series of consultations, awaydays and
working groups. This achieved customer-focused service improvements for CCH in the following key areas:
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New website and online services.

New tenants’ newsletter.

New re-let standards.

New financial inclusion service.

Increased number of Housing Officers.

Introduction of a 24 hour anti social behaviour hotline service.

Local office refurbishment and longer opening hours.

Opening of tenant resource room with internet access.

Repair service improvements including the partnership with Jewson to provide improved stores
function and the introduction of handheld PDAs for repairs operatives.

The Group’s research indicates that the provision of an effective responsive repairs service remains the key
driver for increasing resident satisfaction and performance in this area improved during the year, with some
89% of repairs completed within timescales at CCH.

90% resident satisfaction with planned maintenance was achieved during 2008/09. During 2008/09 £14.9
million was invested across the Adactus Housing Group, including CCH, in improving the quality of
managed housing stock and this benefited over 20% of residents.

In 2008/09 approximately £8.26m (including VAT) was expended on the CCH stock improvement
programme in 2008/09. This investment programme, which will see £26m invested over a four year period,
is being delivered by a partnering arrangement with Bullock Construction Limited overseen by the Group’s
development department with cost advice provided by Arcus Consulting. This will help to raise the thermal
efficiency of the Association’s properties as measured by SAP from 75.7 to 77.5. Resident satisfaction with
the investment programme was 94% of those surveyed in the final quarter of the year.

Staffing matters

CCH carried out a staffing restructure in response to a ‘mock’ inspection carried out by consultants to
identify the organisation’s strengths and weaknesses. The Board decided to transfer responsibility for Asset
Management and certain back office functions (ICT, HR, Marketing and PR, etc) to the Group, and replaced
the previous management team with a new Director of Operations who was recruited externally. A number
of other managerial changes within CCH were also made. The stock transfer promise to recruit a graduate
trainee was also met, whilst additional Neighbourhood Officer posts were created in support of another
stock transfer promise.

Group-wide an emphasis was placed on improving group cohesion amongst staff and to this end new
business planning software was introduced during the year which clearly defines the ‘golden thread’ from
board level objectives and goals at Group and Association level through to staff-level projects and tasks.

A series of quarterly sessions were delivered by the Group Chief Executive to involve all staff in the future
direction of the business. An away day for CCH staff was also held, run by the Director of Operations, and
focusing on the achievements of the previous twelve months and the challenges facing the organisation in
the coming year.

Challenging the business

The Group’s efficiency target was achieved during the year with key efficiencies gained at CCH through the
following:

e The CCH partnering contract with Bullock Construction Limited to deliver the kitchen and bathroom
improvements to the whole of the housing stock which saw in the year significant savings.
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e Ajoint group-wide exercise including CCH for the volume procurement of kitchens, bathrooms and
central heating components.
e The introduction of integrated group-wide energy procurement.
o Interest payable costs were reduced against budget due to a combination of lower variable interest
rates during the year and the adoption at CCH of the Group’s hedging strategy.
o Afundamental staffing restructure at CCH which will yield significant savings in future years.

Achieving efficiency and sustainability

The Group’s subsidiaries continued to draw on the purchasing power and economies of scale offered by the
group structure during the year. Key projects in CCH delivered in 2008/09 were the harmonisation of
housing management systems and the installation of Voice Over IP telephony systems. Arrangements were
put in place to introduce the QLX housing management system for CCH, replacing the existing Orchard
system, which will result in projected efficiencies in 2009/10.

In early 2009, the Group completed its assessment of its group-wide carbon footprint and will seek to reduce
carbon emissions by one fifth by 2011.

Expansion

Increasing the size of the business

The Group’s efforts to grow continued apace during 2008/09 with group housing stock in management
increasing from 11,322 to 11,721 units.

At CCH the first 26 units of new housing were delivered towards the Association’s five-year 200 home
target.

Diversity
Work in neighbourhoods
The Group’s members recognise the importance of diversifying activities into neighbourhood management.

Key activities undertaken by CCH in Chorley included:

Award winning local apprenticeships.

Community clean up and gardening days.

ASBO successes.

Increased resident involvement opportunities.

Community sports days.

Funding a sports development officer.

Closer neighbourhood working in partnership with Chorley Borough Council.

Recognising diversity in services
New Equality & Diversity Policy and Equalities Schemes were published and implemented during the year.

An Equality Impact Assessment process was introduced in 2008 and 11 service areas were reviewed group
wide to improve equality of access to services.

During the year, the Group’s point-of-service customer satisfaction surveys revealed no difference in
satisfaction between different demographic groups. Satisfaction does differ when measured annually and
this is an area of ongoing research.
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Maintaining strong governance

The Group’s board members added a great deal of value to the business across the whole of the Group in
2008/09. The most significant decisions made by CCH’s board in respect of the Association, taken during

the year were:

The approval of Group-wide business plan Objectives and Goals.

The restructure of Chorley Community Housing’s services.

The introduction of new group support services.

The procurement of a stores partnership with Jewson.

The harmonisation of housing management systems.

A prudent budget to reflect the current economic climate.

The decision to take on management as from 1 April 2009 of 77 properties on behalf of Lune
Valley Rural Housing Association and 213 properties on behalf of Adactus Housing Association.

CCH averaged 88% board attendance during the year. During 2008/09, three new board members were
appointed.

A new approach to board appraisal was piloted during the year at another group subsidiary, Adactus
Housing Association, and will be rolled-out group-wide during 2009/10.

Performance in the Period

The Association made an overall total deficit on ordinary activities before taxation of £2,512,091 (2008:
surplus £2,659,565). The deficit in the year was in line with the Association’s business plan as 2008/09 saw
the first full period of the overall £26m stock improvement programme. This deficit will continue until the
stock improvement programme finishes in mid 2011. Without this improvement programme, the Association
currently generates a satisfactory surplus and as such the Board are pleased with the Association’s
performance.

The results for the key operations are set out below

Operating Operating

surplus/ surplus/|

Turnover (deficit) Turnover (deficit)

2009 2009 2008 2008

£000 £000 £000 £000

Social Housing Lettings 8,451 (2,824) 8,321 1,599
Other Social Housing Activities 90 46 607 92

Dynamics of the Social Landlord
The Association is effected by a number of external factors including:

e Rent restructuring — this restricts the Association’s ability to increase the rents it charges and
therefore its future income levels.

e Decent Homes Standard - although the business plan includes a broad programme of
refurbishment works to properties, over and above the Decent Homes Standard, this legislation
front-loads the expenditure into the period up to 2010.

e Loan covenants — the factors detailed above will impact on the results and cash flows of the
Association. The Association needs to ensure that it continues to operate within its financial and
non-financial covenants.
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Investment for the Future
The Association’s executive and staff are always looking to improve on existing services.

As highlighted above and in line with promises made to tenants, the Association continues to make
significant investment in improving its existing housing stock over future years. In addition to this, CCH is on
target to deliver its commitment to Chorley Borough Council of 200 new housing units over 4 years.

The Group has won numerous awards for investing in its people. It does not underestimate the importance
of its employees and provides a significant budget is made for training and education. This will be continued
across the Group and into all subsidiaries.

The Group and Association consider all applications for employment from disabled persons, bearing in mind
the aptitudes of the individuals concerned. Where an existing employee becomes disabled every effort is
made to ensure that employment with the Group continues. The Group’s policy is to provide training, career
development and opportunities for promotion that are, as far as possible, identical to those for other
employees. The Group’s employment policies comply with relevant fair employment, sex discrimination and
equal pay legislation.

The Association considers good communication with its staff to be very important and regular meetings are
held. The Group encourages staff involvement across the Group through membership of the group-wide
Employee Information and Consultation Committee. Employees have a common awareness of the financial
and economic factors facing the performance of the Association and the Group.

The Board considers that there have been no events since the financial year-end, which have had an
important affect on the financial position of the Association.

The Members who held office at the date of approval of this 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
Member has taken all the steps that he/she ought to have taken as a Member to make himself/herself aware
of any audit information and to establish that the Association’s auditors are aware of that information.
Financial Review

Accounting Policies

The principal accounting policies of the Association are set out on pages 19 to 20 of the financial
statements. The policies with the most impact on the financial statements are the treatment of capital grant,
capitalisation of interest and the development department costs together with the calculation of housing
property depreciation.

Capital Structure and Treasury Policy

The Association has adopted the Group’s formal treasury management policy. The treasury management
policy seeks to address funding, liquidity risk and covenant compliance. The Association at present has one
funding facility and draws-down borrowings at long term fixed interest rates to take advantage of the current
opportunities in the interest rate market.

Cash Flow
The cash flow statement on page 18 shows that during the year the Association expended net cash from

operating activities of £1.9m (2008: generated £2.3m) and made net interest payments of approximately
£223,000 (2008: approximately £80,000).
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The Association raised net finance of £2.9m (2008: £3.1m) in the year and spent a net of £4.6m (2008:
£1.0m) on capital expenditure. The Association has secured a long term £35m loan facility from the Abbey
National plc.

This net cash expenditure will continue until 2011, when the stock improvement programme is expected to
be finished.

Current Liguidity

The Association’s policy is to not hold significant cash balances but to ensure that loan facilities are in place
to fund future requirements. Short-term cash balances are placed on overnight/short-term deposits at
competitive rates.

As the Association is in a five year stock improvement programme, loan covenants are primarily based on

cashflow deficit and will be based upon operating surplus ratio after year five. Covenants were met
throughout the year and at the year-end for all loan facilities.

Going Concern

The Board has a reasonable expectation that the Association has adequate resources to continue
operations for the foreseeable future. For this reason they continue to adopt the going concern basis in
preparing the financial statements.

Statement of Compliance

The Board is ultimately responsible for the Association’s system of internal control and for reviewing its
effectiveness. However such a system is designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and not absolute assurance against material
misstatement or loss.

Following publication of Housing Corporation Circular 07/07, the Board confirms there is an ongoing process
for identifying, evaluating, and managing the significant risks (including the risk of fraud) faced by the
Association, that has been in place for the year under review and up to the date of approval of the annual
report and accounts, and that this process is regularly reviewed by the Board and in accordance with the
Circular. CCH has in place a system of internal controls which are designed to identify, minimise and
manage, rather than eliminate, risks which may prevent the Association achieving its objectives. The
identification and management of risk is on-going and occurs as changes are made to how the Association
operates and to the external environment in which it works.

The Board has reviewed the effectiveness of the system of internal control. In particular, it has reviewed and
updated the process for identifying and evaluating the significant risks affecting the business and the
policies and procedures by which these risks are managed.

Management are responsible for the identification and evaluation of significant risks applicable to their areas
of business together with the design and operation of suitable internal controls. These risks are assessed
on a continual basis and may be associated with a variety of internal or external sources.

Key elements of the system of internal control include:

o Formal policies and procedures are in place, including the documentation of key processes and
rules for the delegation of authorities. These policies and procedures are reviewed on an agreed
cycle with Board approval of reviews.

e Experienced and suitably qualified staff takes responsibility for important business functions.

10



Chorley Community Housing Limited
Financial Statements
Year ended 31 March 2009
A performance management framework is in place to provide monitoring information to the Board
and management. Employees’ progress against agreed, documented objectives is formally
reviewed. Management report regularly on their review of risks and how these are managed.
Forecasts and budgets are prepared which allow the Board and management to monitor financial
objectives and risks. Monthly management accounts are prepared promptly with significant
variances from budget investigated and accounted for
All significant new initiatives and projects are subject to formal authorisation procedures by the
relevant board
An Internal Audit service is provided by the Group incorporating a team managed by a qualified,
full-time employed Audit Manager. The Audit Committee approves the audit programme and
reviews internal audit reports, as well as reports from management and third party reviews. The
Audit Committee makes regular reports to the Board. The Audit Committee reviews the assurance
procedures, ensuring that an appropriate mix of techniques is used to obtain the level of assurance
required by the Board. The Audit Committee reviews and approves the Statement on the
Association’s System of Internal Control.
Risks are identified, assessed and documented in a risk register with details of how the risk will be
managed. The risk register is completed with the approval of Board. Internal audit independently
reviews the risk identification procedures and control process implemented by management and
reports to the Audit Committee.
The Chief Executive also reports to the Board on behalf of the Senior Management Team on
significant changes in the business and the external environment, which affect significant risks.
The Board receives monthly information on the financial performance of the Association and a
quarterly summary of key performance indicators covering the main business risks.

The Association’s system of internal control is subject to continuous review and improvement. Notable
enhancements to the system in 2008/09 included:

Implementation of Clearview Strategy and Project Management software to streamline the planning
and monitoring of the progress of key business projects.

A standard format for Board reporting was introduced to highlight risks related to each agenda item
and how they are managed

During 2008/09, the Board has approved the following main policies and strategies which are designed to
provide effective internal control:

Financial Regulations

Risk management strategy and risk register

Operational Handbook (including Health and Safety Policy, Small Payments and Benefits Policy)
ICT Strategy

Value for Money Strategy

Employee Handbook

Board Members Handbook (including Whistleblowing Policy)

Business Improvement Framework

Group Service Standards

Fire Policy.

The Board

Admitting New Shareholders

Membership of the Association is open to anyone (except current employees) who purchase a £1 share.
Membership is usually of an individual but can be of a corporate body.

11
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Members of the Board and the Senior Management Team

Members of the Board serving during 2008/9 are set out on page 3 together with dates of Members
appointments and resignations during the year.

Obligations of Board Members

The current obligations of Board Members to the Board and the Association are as follows:

To uphold the values and objectives of the Association;

To uphold the Association’s core policies (including those for equal opportunities);
To prepare for and attend meetings of the Board, training sessions and other events;
To participate in meetings, contributing expertise where applicable;

To contribute to, and share responsibility for, the Board's decisions;

To represent the Association on occasion;

To ask for training where it is needed,;

To mentor new Board members;

To declare any relevant interest;

To respect confidentiality of information and;

To uphold the Association’s Code of Conduct.

Skills, qualities and experience required by the Board amongst its Members

It is the Association's strategy to recruit to Board Membership so as to ensure that a wide spread of
knowledge, experience and interests is available to the Board. The Board should collectively possess the
qualities required to take decisions and monitor the Association’s performance. The Board will need
experience and understanding of the following to be able to discharge their responsibilities effectively:

The housing needs that the Association aims to meet;
Residents’ needs and concerns;

Strategic management in a public or private body;

General business activities including the management of staff;
Property and contracts;

Finance (accountancy or audit) and legal matters;

Community relations and needs, including equal opportunities;
Working with local authorities;

Developing and building;

Public relations;

Management of information technology.

Political and charitable contributions

During the year, the Association made no political donations. Any charitable contributions are made within
the Association's normal activities.

Pension schemes

The Association operates the Lancashire County Pension Fund providing benefits based on final
pensionable pay. The assets of the scheme are held separately from those of the Association.

12
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Independent auditors’ report to the members of Chorley Community Housing
Limited

We have audited the financial statements of Chorley Community Housing Limited for the year ended 31
March 2009 which comprise the Income and Expenditure Account, the Statement of Total Recognised
Surpluses and Deficits, the Balance Sheet and the Cash Flow Statement and the related notes. These
financial statements have been prepared under the accounting policies set out therein.

This report is made solely to the Association’s members, as a body in accordance with Schedule 1
paragraph 16 to the Housing Act 1996 and section 9 of the Friendly and Industrial and Provident Societies
Act 1968. Our audit work has been undertaken so that we might state to the Association’s members those
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Association and
the Association’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of the Board of Management and auditors

As described on page 13, the Association’s Board of Management is responsible for preparing the
Operating and Financial Review and Board of Management's report, and the preparation of financial
statements in accordance with applicable United Kingdom law and accounting standards (UK Generally
Accepted Accounting Practice).

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

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Industrial and Provident Societies Acts 1965 to 2002, the Housing
Act 1996 and the Accounting Requirements for Registered Social Landlords General Determination 2006.
We also report to you if, in our opinion, the Board of Management's Report is not consistent with the
financial statements, if the Association has not kept proper accounting records or if we have not received all
the information and explanations we require for our audit.

We read the other information accompanying the financial statements and consider whether it is consistent
with those statements. We consider the implications for our report if we become aware of any apparent
misstatements or material inconsistencies within the financial statements.

Basis of audit opinion

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

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

14
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Income and Expenditure Account for the year ended 31 March 2009

2009 2008

Note £ £

Turnover 2 8,541,045 8,928,714

Operating costs and cost of sales 2 (11,319,054) (7,237,170)

Operating surplus/(deficit) 2 (2,778,009) 1,691,544

Surplus on sale of fixed assets - housing properties 4 138,595 1,049,359

Interest receivable and other income 5 72,649 127,884

Interest payable and similar charges 6 (295,326) (209,222)
Gift Aid received 350,000

(Deficit)/surplus for the year 7,17 (2,512,091) 2,659,565

All amounts relate to continuing activities. The notes on pages 19 to 30 form part of these financial
statements. Historical cost surpluses and deficits were identical to those shown within the Income and

Expenditure Account.

Statement of Total Recognised Surpluses and Deficits
for the year ended 31 March 2009

2009 2008

Note £ £

Reported surplus/(deficit) on ordinary activities (2,512,091) 2,659,565
Actuarial gains/(losses) on pension schemes 18 249,000 (1,144,000)
Total recognised surplus/(deficit) since last report (2,263,091) 1,515,565

16
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Fixed Assets
Tangible assets housing properties
Other tangible assets

Current Assets

Debtors

Cash at bank and short term deposits

Creditors: Amounts falling due within one year

Net current assets/(liabilities)

Total assets less current liabilities

Creditors: Amounts falling due after more than one year
Pension liability

Capital and reserves

Called up share capital
Income and expenditure account

Notes

1

12

13

14

18

16
17

2009 2008

£ £
7,442,534 3,074,125
170,449 29,494
7,612,983 3,103,619
907,430 1,025,898
434,813 4,351,389
1,342,243 5,377,287
(3,004,073) (2,744,246)
(1,661,830) 2,633,041
5,051,153 5,736,660
5,591,667 3,077,083
1,330,000 1,367,000
12 12
(970,526) 1,292,565
5,951,153 5,736,660

These financial statements were approved by the Board on 22%[6"] and were signed on its behalf by:

Chair (
Ann James Tom Jenkins*«

\ /

The notes on pages 19 to 30 form part of these financial statements

,._,_-_'.', C’{\ (-\,Hd.f-*.
““Board Member,_——
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Cash Flow Statement for the year ended 31 March 2009
Note 2009 2008
£ £ £ £
Net cash flow from operating activities 19a (1,946,812) 2,308,057
Returns on investments and servicing
of finance
Interest received 72,649 111,884
Interest paid (295,326) (192,032)
Net cash outflow from returns on
investments and servicing of finance (222,677) (80,148)
Capital expenditure and financial investments
Works to existing properties (4,588,302) (3,187,534)
Purchase of other tangible fixed assets (172,422) (36,788)
Sales of housing properties 138,595 2,269,205
Sales of other tangible fixed assets 10,458 1,502
(4,611,671) (953,615)
Cash outflow before management of liquid
resources and financing (6,781,160) 1,274,294
Financing
Issued/(relinquished) shares - 12
Gift aid received 350,000 -
Loans received 2,514,584 3,077,083
2,864,584 3,077,095
Increase/(decrease) in cash and investments 19¢ (3,916,576) 4,351,389

18
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Notes to the Financial Statements

1. Principal Accounting Policies

The financial statements of the Association have been prepared in accordance with applicable accounting
standards in the UK and the Statement of Recommended Practice: accounting by Registered Social
Landlords, 2008 and comply with the Accounting Requirements for Registered Social Landlords General
Determination 2006. These accounting policies have been consistently applied from one financial year to
another and a summary of the more important policies is detailed below.

Basis of accounting
The financial statements have been prepared on the historical cost basis of accounting.

Turnover
Turnover represents rental and service charge income receivable in the year, income from property sales
and other services provided in the year.

Housing properties
The cost of land and properties is their purchase price together with incidental costs of acquisition and
improvements.

Works to existing properties are capitalised where they lead to an increase in the rental income, a reduction
in future maintenance costs, or a significant extension to the lives of properties. Capitalised improvement
works in the year amounted to £4.5m (2008: approximately £963,000). The amount charged to the Income
and Expenditure Account in the year in respect of improvement works was £4.5m (2008: approximately
£963,000).

Impairment
An annual impairment review is undertaken of housing properties and where appropriate the carrying value
of the property is adjusted to take account of permanent diminutions in value.

Depreciation

Housing Properties
Housing Properties are depreciated over their useful economic lives considered on average to be forty
years. The depreciation charge is calculated by deducting the land value and the Social Housing Grant
from the original cost.

Other Fixed Assets
Tangible fixed assets are stated at cost less accumulated depreciation. Depreciation is charged on a
straight-line basis over the expected useful economic lives of the assets at the following rates: -

Non housing land & buildings 2.5% - 10% per annum on cost
Furniture, fixtures and fittings 10% per annum on cost

Office & computer equipment 10% - 25% per annum on cost
Motor vehicles 25% per annum on cost
Taxation

The Association has charitable status and is exempt from UK Corporation Tax on its activities.

19
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Other Grants
Other grants are receivable from local authorities and other organisations. 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.

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 term.

Interest Payable
Interest payable is charged to the Income and Expenditure Account in the year.

Pension Costs
The Association is a member of the Lancashire County Pension Fund providing benefits based on final
pensionable pay. The assets of the scheme are held separately from those of the Association.

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.

2. Turnover, Operating Costs and Operating (Deficit)/Surplus
2009
Operating
Cost of surplus/
Turnover sales Operating costs (deficit)
Notes £ £ £ £
Social Housing Lettings 3 8,450,913 - 11,274,921  (2,824,008)
Other Social Housing Activities:
Other 90,132 - 44,133 45,999
Total 8,541,045 - 11,319,054  (2,778,009)
2008
Operating
Cost of surplus/
Turnover sales Operating costs (deficit)
£ £ £ £
Social Housing Lettings 3 8,321,256 - 6,722,016 1,599,240
Other Social Housing Activities:
Other 607,458 - 515,154 92,304
Total 8,928,714 - 7,237,170 1,691,544
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3. Income And Expenditure From Social Housing Lettings
General  Supported Total Total
Needs Housing 2009 2008
£ £ £ £
Income from social housing lettings
Rents 7,904,731 71,775 7,976,506 7,744,728
Service Charges 278,544 65,826 344,370 386,345
Charges for support services 193,551 - 193,551 198,689
Gross rents receivable 8,376,826 137,601 8,514,427 8,329,762
Rent losses from voids (177,998) (16,327) (194,325) (136,373)
Net rents receivable 8,198,828 121,274 8,320,102 8,193,389
Grants from Local Authorities and other agencies - 130,811 130,811 127,867
Total income from social housing lettings 8,198,828 252,085 8,450,913 8,321,256
Expenditure on social housing lettings
Services 531,029 178,814 709,843 720,852
Management 2,690,589 58,670 2,749,259 2,140,579
Routine maintenance 1,801,706 (2,390) 1,799,316 2,071,317
Planned maintenance & major repairs 5,304,703 - 5,304,703 1,577,849
Rent losses from bad debts 101,847 12,125 113,972 130,036
Property asset depreciation 217,562 - 217,562 78,823
Other costs 66,027 66,027 -
Redundancy costs 314,239 314,239 -
Impairment of housing properties - - 2,560
Total expenditure on social housing lettings 11,027,702 247,219 11,274,921 6,722,016
Operating (deficit)/surplus on social housing
lettings (2,828,874) 4,866 (2,824,008) 1,599,240
Rent losses from voids (177,998) (16,327) (194,325) (136,373)
Number of Units Managed 2009 2008
General needs 2,875 2,878
Special needs 28 28
Total 2,903 2,906
4, Surplus on Sale of Fixed Assets — Housing Properties
2009 2008
£ £
Proceeds 146,540 2,269,025
Cost of Sales (7,945) (1,219,666)
Surplus/(deficit) on sale of housing properties 138,595 1,049,359

There were a total of 3 Right to Buy sales in the year (2008:38).
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5. Interest Receivable And Other Income

Bank interest receivable
Other finance costs - see note 18

6. Interest Payable And Similar Charges

On loans repayable in more than 5 years

7. (Deficit)/Surplus For The Year

Is stated after charging:
Depreciation
Impairment losses/(write-back)

Amounts payable in respect of operating leases (land & buildings)

Amounts payable in respect of operating leases (other)
Auditors remuneration (Including VAT)
Fees payable to the Association's auditor for the audit of the
Association's annual accounts:
Fees payable to the Association's auditor and its associates
for other services:
In respect of other services:

8. Directors Emoluments
The remuneration paid to the Board and Directors
of the Association was:

Emoluments (including pension contribution
and benefits in kind)

Emoluments paid to (excluding employers pension contributions)

The highest paid director

Chorley Community Housing Limited
Financial Statements

Year ended 31 March 2009
2009 2008
£ £
117,649 111,884
(45,000 16,000
72,649 127,884
2009 2008
£ £
295,326 209,222
295,326 209,222
2009 2008
£ £
240,902 82,855
- 2,560
146,661 146,875
149,574 49,578
10,000 10,000
5,000 5,000
2009 2008
£ £
363,080 260,288
41,161 70,503

Included in total emoluments is £172,199 paid to former directors in respect of redundancy costs.

None of the Board Members received emoluments. The Board received £808 (2008: £508) in expenses

during the year.
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9. Employee Information

The average number of persons employed during the year was:

Equivalent full time employees

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

10. Corporation Tax

Chorley Community Housing Limited has charitable status and is exempt from UK Corporation Tax.
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2009 2008

No. No.

86 96

2009 2008

£ £

2,718,605 2,714,785
226,288 214,868
321,130 318,400
3,266,023 3,248,053




11. Fixed Assets

Cost

At 1 April 2008

Additions: works to existing properties
Disposals

- voluntary sales

At 31 March 2009

Social Housing Grant/Other Grants
At 1 April 2008 and 31 March 2009

Housing Property Depreciation and Impairment
At 1 April 2008

Depreciation charge for the year

At 31 March 2009

Net Book Value
At 31 March 2009

At 31 March 2008
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Completed
houses held
for letting

£

3,155,509
4,588,302

(2,331)
7,741,480

81,384
217,562
298,946

7,442,534

3,074,125



12. Other Tangible Fixed assets

Cost

At 1 April 2008
Additions
Disposals

At 31 March 2009
Depreciation

At 1 April 2008

Charge for the year
Eliminated on disposals

At 31 March 2009

Net Book Value
At 31 March 2009

At 31 March 2008

13. Debtors

Amounts falling due within one year:-

Rental arrears

Less: provision for bad debts
Other debtors and prepayments
Amounts owed by other members of the Adactus Housing Group

Total Debtors
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Furniture Motor Total
& equipment  vehicles
£ £ £
24,237 9,288 33,525
152,422 20,000 172,422
- (8,127) (8,127)
176,659 21,161 197,820
2,870 1,161 4,031
20,772 2,568 23,340
23,642 3,729 27,371
153,017 17,432 170,449
21,367 8,127 29,494
2009 2008
£ £
491,673 363,036
(238,923) (173,360)
254,684 836,222
399,996 -
907,430 1,025,898
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14, Creditors
2009 2008
Amounts falling due within one year: £ £
Trade creditors 38,007 823,278
Other taxation and national insurance payable 46,676 59,919
Accruals and deferred income 2,749,253 1,594,972
Amounts owed to other members of the Adactus Group - 94,811
Rents in advance 170,137 171,266
3,004,073 2,744,246
Amounts falling due after more than one year:
Housing loans (see note 15) 5,591,667 3,077,083
Payments to creditors
Average number of days between receipt and payment of purchase invoices 27 22
15. Loans
2009 2008
£ £
Housing Loans are further analysed:-
Loans repayable by instalments:-
Between one and two years -
Between two and five years - -
In five years or more 6,000,000 3,500,000
6,000,000 3,500,000
Less: Issue costs (408,333) (422,917)
5,591,667 3,077,083

Housing loans from external funders are secured by fixed charges on individual housing properties. At 31
March 2009 the Association had undrawn borrowing facilities of £29.0m. At 31 March 2009, the housing
loans hore a weighted average interest rate of 4.97% (2008: 4.97%) and are for a period of 30 years (2008:
30 years).

16. Share Capital

2009 2008
Shares of £1 each issued and fully paid £ £
At beginning of year 12 -
Issued in year - 12
At end of year 12 12

The shares do not have a right to any dividend or distribution in a winding up and are not redeemable. Each
share has full voting rights. The authorised share capital is the same as the issued share capital of £12.
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17. Reserves
Income &
expenditure
account
Note £
At beginning of year 1,292,565
Transfer(to)/ from income & expenditure account to reserves (2,512,091)
(1,219,526)
Actuarial gains/losses on pension scheme assets and liabilities 18 249,000
At end of year (970,526)
18. Pensions

Lancashire County Pension Fund

Chorley Community Housing Limited participates in the Lancashire County Pension Fund (LCPF). The
LCPF is a multi employer scheme with more than one participating employer, which is administered by
Lancashire County Council under the regulations governing the Local Government Pension Scheme
(LGPS), a defined benefit scheme. Triennial actuarial valuations of the pension scheme are performed by
an independent, professionally qualified actuary using the projected unit method. The most recent formal
actuarial valuation was completed as at 31 March 2007. The main purpose of the valuation is to determine
the financial position of the Fund in order to determine the level of future contributions required so that the
Fund can meet its pension obligations as they fall due.

At the most recent formal valuation, the Fund showed a deficit of £710m at the valuation date based on the
assumptions made for calculating its funding target. This measure compares the Fund's assets with the
value of the past service benefits as at 31 March 2007. At this date, it represented a funding level of 84%
relative to the Fund’s funding target.

Contributions

The employer’s contributions to the LCPF by Chorley Community Housing Limited for the year ended 31
March 2009 were £267,412 (2008: £268,263). The employer's contribution for the year to 31 March 2009
was 15.2% (2008: 12.8%). The employer's contribution has been fixed at 15.2% until 31st March 2011.

Assumptions

The major assumptions used by the actuary in assessing scheme liabilities on an FRS17 basis were:

Assumptions as at 2009 2008
Price increases 3.30% 3.60%
Salary increases 5.05% 5.35%
Pension increases 3.30% 3.60%
Discount rate 7.10% 6.10%

The assumptions used by the actuary are the best estimates from a range of possible actuarial assumptions
which, due to the timescale covered, may not be necessarily born out in practice. The valuation was carried
out using the following demographic assumptions

o  Mortality pre retirement — PA92mc Year of Birth tables + 1 year
o  Mortality post retirement — PA92mc Year of Birth tables + 1 year
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Defined Benefit Cost
Analysis of the amount to charged to operating (deficit)/surplus
2009 2008
£000 £'000
Current service cost 356 386
Past service cost - 121
Effect of curtailment or settlements 78 -
Total charge to operating surplus 434 507
Analysis of the amount credited to finance income
£000 £000
Expected return on employer assets 451 435
Interest on pension scheme liabilities (496) (419)
(45) 16

Analysis of the amount recognised in Statement of Total Recognised Surpluses and Deficits(STRSD)

£'000 £'000
Actual return less expected return on pension scheme assets (1,835) (533)
Experience gains less losses arising on scheme liabilities 2,084 358
Effect of business combinations - (969)
Actuarial gain/(loss) in pension plan 249 (1,144)
Inc/(dec) in irrecoverable surplus from membership fall and other factors - -
Actuarial gain/(loss) loss recognised in STRSD 249 (1,144)

Fair value and expected return on assets

The fair value of the pension scheme’s assets, which are not intended to be realised in the short term and
may be subject to significant change before they are realised, and the present value of the scheme’s
liabilities, which are derived from cash flow projections over long periods and thus inherently uncertain,
were:

Long term Assets Long term Assets

returns £'000 returns £'000

Equities 7.50% 3,298 7.50% 4174
Government Bonds 4.00% 420 4.60% 476
Other Bonds 6.00% 663 6.10% 1,007
Property 6.50% 399 6.50% 403
Cash 0.50% 264 5.25% 221
Other 7.50% 345 7.50% 429
Total 6.90% 5,389 6.90% 6,710
2009 2008

£'000 £'000

Estimated employer assets (A) 5,324 6,723
Present value of scheme liabilities (6,654) (8,090)
Present value of unfunded liabilities - -
Total value of liabilities (B) (6,654) (8,090)
Net pension deficit (A-B) (1,330) (1,367)
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Analysis of the movements in (deficit)/surplus during the year

£'000
(Deficit)/surplus at beginning of the year (1,367)
Current service cost (356)
Employer contributions 267
Past service / curtailment / settlement gain / (loss) (78)
Other finance income/(costs) (45)
Actuarial gain 249
(Deficit)/surplus at end of year T (1330)

19. Notes to the Cash Flow Statement

a. Reconciliation of operating (deficit)/surplus to net cash flow from operating activities

2009 2008

£ £

Operating (deficit)/surplus (2,778,009) 1,691,544

Depreciation charge 240,902 82,855

Impairment losses - 2,560
Difference between pension charge and cash contributions 212,000 -

(Increase)/decrease in debtors 118,468 (1,009,898)

Increase/(decrease) in creditors 259,827 1,540,996

Net cash flow from operating activities (1,946,812) 2,308,057

b. Reconciliation of net cash inflow to movement in net debt

2009 2008
£ £
Increase/(decrease) in cash in the year (3,916,576) 4,351,389
Change in net debt resulting from cash flows (2,514,584) (3,077,083)
Change in net debt (6,431,160) 1,274,306
Net debt at beginning of year 1,274,306 -
Net debt at end of year (5,156,854) 1,274,306
c. Analysis of changes in net debt
c) Analysis of changes in net debt
At 31 March At 31 March
2008 Cash flows 2009
£ £ £
Cash investments 4,351,389 (3,916,576) 434,813
Debt due within one year - - -
Debt due after one year (3,077,083) (2,514,584) (5,591,667)

1,274,306 (6,431,160) (5,156,854)
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20. Capital Commitments
2009 2008
£ £
Capital expenditure that has been contracted
for but has not been provided for in the
financial statements 26,799,566 28,126,187
Capital expenditure that has been authorised by
the Board but has not been contracted for 5,080,379

The amount contracted for as at 31 March 2009 will be financed from private finance loans.

21. Legislative Provisions

The Association is incorporated under the Industrial and Provident Societies Act 1965.

22. Contingent Liabilities

There are no known contingent liabilities (2008: £nil).

23. Group Structure

The Association is a wholly owned subsidiary of the Adactus Housing Group Limited which was registered
with the Financial Services Authority on 26 June 2002. The Adactus Housing Group Limited recharged
expenditure of £703,000 (2008: £390,000) to the Association in the year.

24. Related Parties

During 2008/09 there were five tenant members of the Board, Ann James, Su Holland, Derrick Leach and
Paul Joyce. Their tenancies are on normal social housing terms and they are not able to use their position
to their advantage.

25. Operating Leases

At 31 March 2009 the Association had commitments under non-cancellable operating leases as set out
below:

within2-5  after 5 years

within 1 year years or more

£ £ £
Land & Buildings 146,875 293,750
Other 108,417 91,336
255,292 385,086
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