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THE SWAYTHLING HOUSING SOCIETY LIMITED

STRATEGIC REPORT
Organisational Overview

The Swaythling Housing Society Limited is regulated by the Regulator of Social Housing as a registered
provider. The Society is a member of Abri Group Limited, with a registered head office in Eastleigh.

On 30 June 2021, the Society was party to the transfer of all employees from Inspired to Achieve
Limited, a fellow subsidiary within the Abri Group at the reporting date; several revenue-generating
contracts were also novated from Inspired to Achieve Limited to the Society. The activities of Inspired
to Achieve are consistent with those already undertaken in the Society and therefore do not represent
a change in activity.

On the same date, a number of employees transferred to the Society from Yarlington Housing Group
prior to the execution of the Transfer of Engagements of Yarlington Housing Group to Abri Group
Limited. The employees transferred were all members of defined contribution pension schemes.

Business Model

The Society operates with the intention of generating surpluses which are reinvested to support our
social purpose in delivering more homes and services for customers. Income is predominantly derived
from rents from housing properties and surpluses generated on schemes developed for sale.

The Society also administers the Help to Buy contract for the South region as an agent for Homes
England, helping thousands of people rent or purchase a home through a variety of products.

The Society is funded over the long term by a range of loans, bonds, and government grants in addition
to its retained surpluses.

Performance Highlights
An overview of the Society’s result has been presented below.
Financial Performance

Turnover has increased by £21.3m year on year. Proceeds from property sales increased by £15.6m,
whilst income from rental activity increased by £2.0m. Help to Buy income however, reduced by £1.6m
compared to the prior year.

Turnover from social tenures has increased by £1.9m to £43.8m and contributes 40% of the Society’s
turnover, following 268 additions in the year. Income from market rent units increased marginally to
£3.2m.

Income from first tranche sales contributes £17.2m compared to £10.4m in the prior year and market
sales £8.8m, with no sales in 2020/21. Activity on commercial sales was severely disrupted by the
Covid-19 pandemic during the first national lockdown in Quarter 1 of 2020/21,subsequently
recovering, and continuing to remain resilient ever since, supported by a buoyant property market.

Income from Help to Buy transactions were £1.6m lower than the prior year with volumes reducing
notably, with the Government also announcing the cessation of the scheme effective March 2023
towards the end of Quarter 4. The Society also received £0.8m of income via the Coronavirus Job
Retention Scheme in the prior year, with only trivial amounts claimed in 2021/22.



THE SWAYTHLING HOUSING SOCIETY LIMITED
STRATEGIC REPORT (continued)
Performance Highlights (continued)
Financial Performance (continued)

Cost of sales have increased by £11.4m, consistent with the increase in sales. Margins on first tranche
sales have remained at 15% over both years, whilst the Society benefitted from a particularly
successful Market Sales development at Castle Farm, where units returned a margin of 35%.

Operating costs increased by £1.7m in 2021/22, consistent with the increase in scale of the Group.
Employee costs increased by £10.3m to £53.4m, in line with a 30% increase in employee numbers
following the transfer of staff outlined above.

During 2021/22 we have not identified any additional high-rise blocks requiring new provisions for
cladding replacement works but we have provided a further £1.3m for remedial works related to
cladding on six blocks with existing provisions, following updated contract sums. The Society did
however receive approval from HMRC to zero rate work for VAT purposes on two of these blocks
where work is imminent, reducing the provisions required by £1.0m. Round the clock waking watches
continue to be provided to ensure the safety of our customers.

Surpluses generated on the sale of fixed assets have increased from £3.4m to £5.7m. Staircasing
remains the most significant category of activity, generating two thirds of the overall surplus, up
marginally from 60% in the previous year. Overall, margins have improved from 30% in 2020/21 to
40% in the current year, driven by an increase in proceeds.

Operating surpluses have increased from £14.6m to £25.0m, driven by market sales activity and year
on year reduction in provisions, and from 17% to 23%.

Net interest costs have reduced by £0.4m, with the portfolio of loans and borrowings stable for most
of the year. Interest costs were £0.7m lower than the prior year and the capitalisation of interest costs
reduced interest costs recognised in the Statement of Comprehensive Income by £2.5m, £0.4m higher
than the year before. Interest costs on loans and borrowings fell by £0.6m, in part due to re-financing
in 2020/21 but savings were offset by increased pension interest costs. Interest Income fell by £0.3m,
as a previously held intercompany interest rate swap expired.

Following the conclusion of negotiations with funders, the Society incurred further re-financing cost
in March 2022 of £6.0m, being the cost of early breaks to embedded fixed rate swaps in our portfolio
of variable rate borrowing, with a material impact on the results for the financial year.

The Society benefitted from a modest £0.2m increase in the value of market rent and commercial
properties, notably lower than the previous year where gains of £2.7m were recorded.

Despite the refinancing costs incurred, the Group recorded a surplus before tax of £12.8m, at a 12%
margin compared to £5.4m at 6% in 2020/21.

The Society has recorded a tax charge of £0.9m, £0.5m related to current tax and remainder arising
from deferred tax charges. The charge has been fully offset by amounts recognised in other
comprehensive income.

There have also been significant actuarial gains of £10.3m across the defined benefit pension scheme
portfolio most notably within the Abri Group Pension Scheme compared with losses of £22.2m in
2020/21.



THE SWAYTHLING HOUSING SOCIETY LIMITED
STRATEGIC REPORT (continued)
Performance Highlights (continued)
Financial Position

Housing properties have increased by £37m, driven by 268 gross additions, predominantly for
affordable rents and shared ownership. Both measures are below the prior year — £52m increase and
415 additions — but 2020/21 included the exceptional £25m purchase of 258 units from LiveWest. Our
social housing stock, with a carrying value of £0.6bn represents 87% of our fixed asset base.

Within current assets, our closing cash position of £15m is £3m higher than the prior year. Our housing
properties available for sale are marginally higher than the prior year at £25m; the balance at year
end is primarily attributable to shared ownership properties under construction, with only £2.5m of
completed stock unsold at year end. Receivables have increased by £7m, with the increase
attributable to grant claimed from Homes England under the terms of our Strategic Partnership.

In order to mitigate its taxable surpluses for the year the Society has accrued for £12.2m of Gift Aid,
to be paid prior to 31 December 2022.

Within long term liabilities, Deferred Capital Grant has increased by £46m as a result of new grant
received under our Strategic Partnership with Homes England. The value of our defined benefit
pension liabilities have almost halved to £18m following actuarial valuations at year end , owing mainly
to external market factors at the reporting date.

Following the results of the year, the Society’s funds are £153m.

Our Performance

We monitor our operations every month on a group-wide basis by a range of key performance
indicators (KPls), allowing us to assess our financial performance and position and the delivery of our
corporate strategy during the year.

An appraisal of these KPIs is included in our Group statutory accounts.

Principal Risks and Uncertainties

Within the Group, the principal risks and uncertainties, as identified by the Executive Board, are
deemed to be those that would impact on the Group’s ability to successfully deliver on the aims and
objectives of its corporate strategy. An appraisal of these strategic risks is included in our Group

statutory accounts.

Operational risks are those that the entities in the organisation face on a day to day basis, which are
specific to the activities performed in each legal entity.

Value for Money

The Group assesses its performance in relation to Value for Money (VfM) at a Group level rather than
on an entity by entity basis due to the Group’s structure.

An assessment of our VfM performance is included in our Group statutory accounts.



THE SWAYTHLING HOUSING SOCIETY LIMITED
STRATEGIC REPORT (continued)
Statement of Compliance

The Board confirms that this strategic report has been prepared in accordance with the principles set
out in the ‘Statement of Recommended Practice for registered social housing providers 2018’.

The strategic report was approved by the Board on 16 September 2022 and signed on its behalf by:

/

Wayne Morris
Director



THE SWAYTHLING HOUSING SOCIETY LIMITED

DIRECTORS’ REPORT

The Directors present their report for the year ended 31 March 2022.

Group and Executive Board Members

Group Board

As a regulated registered provider in the Abri Group, the legal Directors of The Swaythling Housing
Society Limited are consistent with the Directors of the other registered providers and sit as the Group
Board.

The Directors of the Society during the year and up to the date of signing are listed on page 1 and their

remuneration is disclosed in note 8. An overview of the positions each serving Director holds on other
committees within the Abri Group are outlined below.

Director/ Audit and Treasury People and Development S(;l::it:en::j
Committee Risk Culture and Assets
Performance

Simon Porter Member Chair - - Chair
Jane Alderman - Member - Chair Member
Mandy Clarke Member - Chair - -
Joanna Makinson Chair - Member - -
Wayne Morris - - Member - -
Jocelyn McConnachie - - Member - -
Lou Taylor - - - - Member
Mary-Kathryn i ) i i Member

Rallings-Adams

David Montague - - - Member -
John Gary Orr - - Member Member -
Caroline Moore - Member - - -

Executive Board and Corporate Directors

As a member of the Abri Group, the Society is directed by the Executive Board and Corporate Directors.
The Executive Board primarily focuses on the delivery of the corporate strategy and are responsible
for day-to-day operations, which are overseen by the Corporate Directors, who themselves lead the
various functions of the organisation.

An overview of the Executive Board is included in our Group Statutory Accounts and updated as the
composition changes on our website.



THE SWAYTHLING HOUSING SOCIETY LIMITED

DIRECTORS’ REPORT (continued)

Executive and Corporate Directors Service Contracts

The members of the Executive Board and Corporate Directors are employed on the same terms as
other staff, except for a contractual annual bonus scheme and the provision of a company car or
payment of a car allowance.

Remuneration decisions are overseen by the People and Culture Committee. The Group Board is
responsible for approving any bonus awards or changes in the Chief Executive’s remuneration or
contract. Details of the benefits received by Executive Directors are set out on page 35.

The Executive Board and Corporate Directors, including those who are Group Board members, hold
no interest in the Society’s shares and act within the authority delegated to them by the Group Board
under defined terms of reference.

Capital and Treasury Management

Introduction

The Society is financed by a combination of revenue, intercompany loans, long-term loan facilities,
bond finance, and social housing grant received from government.

Abri has a comprehensive treasury policy with tests that apply to the Group as a whole. The policy
requires the Group to maintain a minimum level of liquidity such that there is:

sufficient cash and cash equivalents to cover the next six months forecast cash requirement;
sufficient liquidity to cover the next 18 months net cash requirement before funding (including
uncommitted but not aspirational development or any staircasing cashflows); and

no over-reliance placed on any one counterparty, whether through cash holdings or available
facilities.

Capital Structure

At 31 March 2022 the Society’s borrowings amounted to £281.0m of nominal drawn debt (2021:
£273.9m) of which £15.0m (2021: £4.0m) is due to be repaid within the next year.

Risks

Interest rate risk is the risk that the Society is unable to service its loans and borrowings due
torises in interest rates. The Society manages interest rate risk through the requirements laid
out in the Group Treasury Policy, including entering into interest rate swaps to fix a proportion
of floating rate debt;

Liquidity risk is the risk that the Society is unable to service its loans and borrowings, or meet
repayment liabilities as they fall due, owing to insufficient cash. The Society manages liquidity
risk through the requirements laid out in the Group Treasury Policy, including requirements
for minimum levels of cash or immediately available facilities;

Counterparty credit risk is the risk that the Society is unable to access cash deposits due to
failure of counterparties. The Society manages counterparty credit risk by regularly
monitoring and reviewing the credit rating of counterparties through the requirements laid
out in the Group Treasury Policy;

Market risk is the risk that the Society is unable to refinance loans and borrowings at an
acceptable interest rate as they mature. The Society manages market risk by modelling the
impact of interest rate rises in its long-term forecast and identifying mitigating actions; and
Currency risk is not applicable as the Society borrows and invests surplus funds only in sterling.



THE SWAYTHLING HOUSING SOCIETY LIMITED
DIRECTORS’ REPORT (continued)

Capital and Treasury Management (continued)
Interest Rate Management

Most of the Society’s borrowings consist of fixed rate bonds and bank funding at both fixed and
floating rates of interest. A subset of our bank loans have embedded interest rate swaps that run for
all or part of the loan term. During the year, finance costs totalling £6.0m were incurred breaking
interest rate swaps. These costs were incurred to reduce interest costs in future years by utilising
strong performance in the current year.

The Society has two Homes England loans which are repayable as single instalments and are subject
to an increasing fixed nominal rate of interest. The Society also has an intercompany loan at a floating
rate of interest.

Total debt of £281.0m nominal at 31 March 2022 consisted of 78% (2021: 82%) fixed rate debt, of
which £89.1m (2021: £133.9m) was made up of embedded interest rate swaps running for all or part
of the loan term, £130.3m (2021: £89.5m) relates to fixed rate bonds and £0.6m (2021: £0.6m) to
fixed rate Homes England loans. There are no options in our portfolio.

Financial Loan Covenant Compliance

Financial loan covenants are primarily measured by EBITDA MRI interest cover, gearing ratios and
asset cover based on property asset values. Covenants are continually monitored and reported to the
Executive Board and Treasury Committee. There were no breaches of financial covenants during the
year.

Surplus assets for future debt security

At 31 March 2022 the Society had £292.5m unsecured completed housing properties not required for
charging to existing debt facilities. These are sufficient to raise over £272.5m of future new debt
assuming asset cover ratios of 105% for Existing Use Value as Social Housing (EUV-SH) for social
properties and 120% for Market Value Subject to Tenancies (MV-T) for market rent properties.

Based on our current development programme, we also expect to complete more than 333 properties
in the period to 31 March 2023, which could be charged to debt facilities in future.

Future Funding Options
We did not experience any material impact from the Covid-19 pandemic, and we consider our financial
strength and high levels of liquidity puts us in a strong position to navigate any further impacts that

may arise.

As at 31 March 2022, the Society had sufficient funds, and undrawn Revolving Credit Facilities and
Intercompany Loans for its current and medium-term needs.



THE SWAYTHLING HOUSING SOCIETY LIMITED
DIRECTORS’ REPORT (continued)

Capital and Treasury Management (continued)
Moody’s Credit Rating

Moody’s review Abri’s credit rating by looking at the Group as a whole. In December 2021, following
their review, Moody’s confirmed the Group’s credit rating remained unchanged at A3 stable. In their
review Moody’s highlighted our financial strength, with moderate gearing, solid liquidity and
supportive institutional framework, making us resilient to challenges and well placed to achieve our
corporate objectives.

Governance and Regulation

The operations of the Society are subject to the governance and management structures in place
across the Group, in common with all fellow subsidiaries.

An overview of the approach to governance and regulatory compliance, as determined by the Group
Board, is included in our Group statutory accounts.

Employees

The Society directly employed an average of 1,256 (2021: 978) full-time equivalent employees during
the year, calculated on standard working hours per week for each employee.

There are multiple employers in the Group from a contractual perspective, a legacy of previous
combinations and partnership activity. However, on a day-to-day basis all employees serve the
interests of all group entities simultaneously depending on the specifics of their roles and
responsibilities.

Consequently, an overview of the communication to and engagement with all colleagues, irrespective
of employer, is included in our Group accounts.

Post Balance Sheet Events

There have been no events since the reporting date that the Board considers having had a significant
effect on the Society’s financial position.

Going Concern

Within the Abri Group a programme of Group Optimisation has continued in the year, with the aim of
arriving at an appropriate structure from an operational, regulatory, governance, finance and tax
perspective. The Board subsequently expect the entity to continue to operate within this structure for
the foreseeable future.

The appropriateness of preparing the accounts on a going concern basis continues to be set against a
backdrop of a global pandemic but given the reduction in the uncertainty surrounding the impact of
Covid-19 itself, it is no longer deemed a significant factor in our considerations.

However, the associated impact of the pandemic on the economy remains a key concern, affecting
people’s ability to pay their rent or finance a mortgage. Inflation in general and specifically the rising
cost of utilities, in tandem with increases in National Insurance, places additional pressure on
customers to manage the costs of running a home.



THE SWAYTHLING HOUSING SOCIETY LIMITED
DIRECTORS’ REPORT (continued)
Going Concern (continued)

The entity is also operating in a post-Brexit environment and in a sector where regulations surrounding
fire safety and the environment, and continued reforms around ownership models will affect the
organisation on a day-to-day basis in the future.

Such factors are all key considerations in setting our budgets for the financial year ahead, and more
significantly in our long-term planning, covering the next 30 years. The assumptions in our business
plans — interest rates, inflation, demand for property and legislative impact amongst others - are
subjected to a range of stress testing, to identify areas of risk or concern, with a particular focus on
continued covenant compliance and appropriate mitigation — such as fixing interest rates or exploring
new methods of delivery of housing supply - where possible. Our forecasting is evaluated against a
number of key performance indicators, with overlap to those reviewed by external parties such as the
Regulator of Social Housing and credit referencing agencies.

Given the strength of our financial position and availability and liquidity of undrawn loan facilities, the
Board believe that, while uncertainty exists, this does not pose a material uncertainty that would cast
doubt on the Society’s ability to continue as a going concern as we are well placed to absorb the impact
of changes that lay ahead.

The Board, therefore, consider it appropriate for the accounts to be prepared on a going concern basis
for the 12 months from the signing date.

Disclosure of Information to Auditor
At the date when this report is approved each of the Board Members confirm the following:

e 5o far as each Board Member is aware, there is no relevant audit information needed by the
Society’s auditor in connection with preparing their report, of which the Society’s auditor is
unaware; and

e 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 needed by the Society’s auditor
in connection with preparing their report and to establish that the Society’s auditor is aware
of that information.

External Auditor

BDO LLP has indicated their willingness to continue in office as auditor to the Abri Group, and a
resolution to appoint them will be proposed at the forthcoming annual general meeting.

Approval of the Board

The Directors’ Report was approved by the Board on 16 September 2022 and signed on its behalf by:

/

Wayne Morris
Director

10



THE SWAYTHLING HOUSING SOCIETY LIMITED

STATEMENT OF THE BOARD’S RESPONSIBILITIES

The Board Members are responsible for preparing the report of the board and the financial statements
in accordance with applicable law and regulations.

Co-operative and Community Benefit Society law requires the Board Members to prepare financial
statements for each financial year. Under that law the Board Members have elected to prepare the
Society’s financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law).

In preparing these financial statements, the Board Members are required to:

e select suitable accounting policies and then apply them consistently;

e make judgements and accounting estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any
material departures disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the Group and society will continue in business.

The Board Members are responsible for keeping adequate accounting records that are sufficient to
show and explain the Society’s transactions and disclose with reasonable accuracy at any time the
financial position of the Society and enable them to ensure that the financial statements comply with
the Co-operative and Community Benefit Societies Act 2014, the Housing and Regeneration Act 2008
and the Accounting Direction for Private Registered Providers of Social Housing 2022. They are also
responsible for safeguarding the assets of the Society and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The Board Members are responsible for ensuring that the report of the board is prepared in
accordance with the Statement of Recommended Practice: Accounting by registered social housing
providers 2018.

Financial statements are published on the Group’s website in accordance with legislation in the United
Kingdom governing the preparation and dissemination of financial statements, which may vary from
legislation in other jurisdictions. The maintenance and integrity of the Group’s website is the
responsibility of the Board Members. The Board Members responsibility also extends to the ongoing
integrity of the financial statements contained therein.

11



THE SWAYTHLING HOUSING SOCIETY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE SWAYTHLING HOUSING SOCIETY
LIMITED

Opinion on the financial statements
In our opinion, the financial statements:

e give a true and fair view of the state of the Society’s affairs as at 31 March 2022 and of the
Society’s deficit for the year then ended,;

e have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

e have been properly prepared in accordance with the Co-operative and Community Benefit
Societies Act 2014, the Co-operative and Community Benefit Societies (Group Accounts)
Regulations 1969, the Housing and Regeneration Act 2008 and the Accounting Direction for
Private Registered Providers of Social Housing 2022.

We have audited the financial statements of The Swaythling Housing Society Limited (“the Society”)
for the year ended 31 March 2022 which comprise the Society statement of comprehensive income,
the Society statement of financial position, the Society statement of changes in equity and notes to
the financial statements, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“1SAs (UK)”) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remain independent of the Society in accordance with the ethical requirements that are relevant
to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have
fulfilled our other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the board members’ use of the going
concern basis of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the Society’s ability
to continue as a going concern for a period of at least twelve months from when the financial
statements are authorised for issue.

Our responsibilities and the responsibilities of the board with respect to going concern are described
in the relevant sections of this report.

12



THE SWAYTHLING HOUSING SOCIETY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE SWAYTHLING HOUSING SOCIETY
LIMITED (continued)

Other information

The board are responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor’s report thereon.
Our opinion on the financial statements does not cover the other information we do not express any
form of assurance conclusion thereon. Our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify
such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of
the other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information we are required to report that fact.

We have nothing to report in this regard.
Other Companies Act 2006 reporting
In our opinion, based on the work undertaken in the course of the audit:

e theinformation given in the Strategic report and the Report of the Board for the financial year
for which the financial statements are prepared is consistent with the financial statements;
and

e the Strategic report and Report of the Board have been prepared in accordance with
applicable legal requirements.

In the light of the knowledge and understanding of the Society and its environment obtained in the
course of the audit, we have not identified material misstatements in the Strategic report and Report
of the Directors.

We have nothing to report in respect of the following matters in relation to which the Companies Act
2006 requires us to report to you if, in our opinion;

e adequate accounting records have not been kept by the Society, or returns adequate for our
audit have not been received from branches not visited by us; or

o the Society financial statements are not in agreement with the accounting records and
returns; or

e certain disclosures of board member and or directors’ remuneration specified by law are not
made; or

e we have not received all the information and explanations we require for our audit.

Responsibilities of the Board
As explained more fully in the board members responsibilities statement, the board is responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view,

and for such internal control as the board members determine is necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error.

13



THE SWAYTHLING HOUSING SOCIETY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE SWAYTHLING HOUSING SOCIETY
LIMITED (continued)

Responsibilities of the Board (continued)

In preparing the financial statements, the board are responsible for assessing the Society’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the board either intend to liquidate the Society or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

Extent to which the audit was capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in
respect of irregularities, including fraud. The extent to which our procedures are capable of detecting
irregularities, including fraud is detailed below:

Based on our understanding of the Society and the sector in which it operates, we identified that the
principal risks of non-compliance with laws and regulations related to their registration with the
Regulator of Social Housing, and we considered the extent to which non-compliance might have a
material effect on the Financial Statements or their continued operation. We also considered those
laws and regulations that have a direct impact on the financial statements such as compliance with
the Accounting Direction for Private Registered Providers of Social Housing and tax legislation.

We evaluated management’s incentives and opportunities for fraudulent manipulation of the financial
statements (including the risk of override of controls), and determined that the principal risks were
related to posting inappropriate journal entries to manipulate financial results and management bias
in accounting estimates.

The audit procedures to address the risks identified included:

e enquiry of the Directors and other management and inspection of regulatory and legal
correspondence to identify any non-compliance with these laws and regulations;

e challenging assumptions made by management in their significant accounting estimates and
judgements in relation to the recoverable amount of assets, recognition and measurement of
provisions for fire safety works, income recognition, assumptions used by the actuaries in the
pensions valuations and recoverability of debtors;

e identifying and testing journal entries, in particular any journal entries posted from staff
members with privilege access rights, journals pos