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Progress Housing Group
Five year financial highlights for   Restated  Restated
the financial years ended 31 March  2014  2013  2012  2011  2010
  £’000’s £’000’s £’000’s £’000’s £’000’s

Income and Expenditure Account
Turnover  68,842  64,084  59,803  55,840  51,211
Depreciation  5,696  5,228  4,862  3,158  4,476
Exceptional item for pension  -  -  -  2,145  -
Impairment and grant amortisation  274  394  406  -  -
Operating Surplus  23,000 20,843 20,351 19,106  15,360
Surplus for year on ordinary activities  
including exceptional credit  11,144  9,346  9,484  8,200  3,329
Surplus for year on ordinary activities  11,144  9,346  9,484  6,055  3,329
Interest Payable  (11,716) (11,561)  (11,058)  (11,281)  (12,005)
Historical Cost Surplus for year  11,414  9,610  9,694  7,921  4,297

Cash Flow
Cash flow from operating activities  27,926  27,880  24,023  23,523  19,727
Net cash outflows from returns on investments  
and servicing of finance  (11,579)  (11,353)  (11,102)  (11,628)  (12,191)
Net cash inflow after servicing of finance  16,347  16,527  12,921  11,895  7,536
Acquisition and construction of housing  (21,818)  (28,287)  (24,861)  (30,629)  (28,555)
Capital grants  2,254  4,819  7,027  16,354  9,402
Net cash outflow for capital expenditure  (22,905)  (26,602)  (22,205)  (17,762)  (19,355)
Net debt  (261,986)  (254,942)  (244,916)  (235,485)  (229,574)

Balance Sheet
Tangible Fixed Assets  627,134  583,471  539,291  513,952  445,747
Accumulated Depreciation  47,660  43,028  39,562  38,542  29,014
Accumulated Social Housing Grant  81,184  80,153 76, 347 67,796  50,400
Net Tangible Fixed Assets  498,290  460,290  423,382  407,614  366,333
Net Current Assets/(Liabilities)  (808)  710  1,090  (2,769)  580
Debt due after more than one year  264,930  258,732  246,754  237,360  231,690
Pension Liabilities recognised on balance sheet  6,171  9,241  8,372  7,439  12,175
Revaluation reserve  171,546  152,366  137,112  134,073  102,464
Other reserves  56,761  42,701  34,376  26,060  20,635

Key Ratios and Indicators
Operating margin  33%  33%  34%  34%  30%
Operating margin excluding exceptional pension credit  33%  33%  34%  30%  30%
EBITDA (£’000’s)  28,970  26,465  25,619  22,264  19,836
Interest cover  245%  226%  228%  197%  165%
Net surplus as a % of turnover  16%  15%  16%  11%  7%
Net surplus as a % of turnover (excluding FRS17 pension)  16%  15%  16%  7%  7%
Gearing on a valuation basis  52%  55%  57%  58%  63%

Gearing on a valuation basis is calculated using total net debt.
# The impact of component accounting required restatement of the year ended 2011 only therefore making further prior years not directly
comparable. The impact of the 2011 restatement increased the surplus for the year by £1.5m.
During 2014, the Group shows a net liability position which is due to timing differences for loan drawdowns.
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Operating and Financial Review

Business Overview

Progress Housing Group Limited aims to be the 
housing provider of choice and we believe that 
everyone has the right to a decent place to live.  
Its subsidiaries comprise New Progress Housing  
Association Limited, Progress Care Housing  
Association Limited, New Fylde Housing Limited 
and Key Unlocking Futures Limited which joined 
the Group on 1st January 2014. Its range of  
housing includes general needs rented housing, 
supported housing, housing for older people, 
shared ownership, key worker accommodation, 
market rented and supported living shared  
ownership. The Group owns and manages over 
9,800 tenancies across England and Scotland. 
The Group also provides external services for  
provision of lifeline services.

Objectives and Strategies

The Group’s vision is to have a positive impact 
on people and communities by providing high 
quality homes, supporting independence and 
creating opportunities. The Group’s business 
plan for 2014-2018 has its primary focus
as the delivery of a well-housed population with 
high standards of customer service. 

The business plan sets out a series of strategic 
aims and objectives, each of which will help  
to deliver service enhancements and achieve 
high levels of customer satisfaction within a  
financially sustainable business model. These 
objectives are supported by clear performance 
measures and will be delivered by a dedicated 
staff team. The organisation’s Board members 
will monitor progress towards these objectives 
and undertake an annual review of the business 
plan. In addition, the organisation will continue 
to monitor changes in operating environment  
in order to manage risk and capitalise on
opportunities that fit the Group’s direction.

The Group’s strategic aims include: 

•	 Putting customers at the heart of the business
•	 Serving local communities
•	 Providing excellent services
•	 	Continuing to grow the organisation to meet 

housing need
•	 Building an even stronger organisation

It’s strategic plan sets out the objectives and 
outcomes. There are a number of measures the 
Board will use to monitor achievement of these 
objectives, which include:
 

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

Report of the Group Board
The Group Board presents its report and the audited 
consolidated financial statements of the Group and its 
subsidiary undertakings for the year ended 31 March 2014.
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Report of the Group Board

Strategic Aim Action

Put customers at the heart 
of the business

•	 	Refine our offer to older people. Develop and deliver a strategy 
to meet the short, medium and long-term approach to the  
provision of services.

•	 	Improve the customer experience and explore new ways to  
engage customers and deliver services, including the use of  
digital technologies. Deliver agreed value for money savings  
in this three year change programme.

•	 	Define our range of clients and understand the diverse needs  
of customers.

Serve local communities •	 	Create more training, capacity building, volunteering and  
employment opportunities for people in our neighbourhoods, 
with a particular focus on our customers, through  
Progress Futures.

•	 	Update our asset management strategy to ensure appropriate 
decisions are made on poorer performing assets.

•	Identify and develop opportunities to support social enterprise. 

Provide excellent services •	 Improve performance for our key performance indicators.
•	 	Continue to improve customer satisfaction with our services by 

increasing ‘right first time’ service delivery and value for money.
•	 	Become digital by default and use technology to deliver  

business changes, efficiency and value for money.

Continue to grow the 
organisation to meet 
housing and related needs

•	 	Deliver the required funding to enable us to achieve  
our growth plan.

•	 Identify opportunities for new income streams.
•	 	Identify new housing provision opportunities, including  

accommodation for people with mental health issues,  
children’s services and those with dementia.

Build an even stronger 
organisation

•	 	Improve business processes and demonstrate operational  
excellence and value for money.

•	 	Improve reporting systems and make best use of IT to deliver 
service improvements.

•	 	Improve service costing, procurement and service  
benchmarking whilst taking account of best practice.
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The year under review 
There have been a number of notable 
events during the year.

Progress Care Housing Association was  
nominated for three awards during the year for 
the ‘Include Me In’ research project and were 
successful in winning the TPAS Northern  
Regional Awards ‘Excellence In Working  
Together’ award and also in the Laing & Buisson 
Independent Specialist Care Awards winning 
the Supported Living category. 

New Progress Housing Association’s control 
centre (which provides social alarm services 
to approximately 10,000 customers) achieved 
re-accreditation to “platinum standard” (the 
highest level possible) for all services provided 
under the Telecare Services Association’s code 
of practice. The team also exceeded growth 
projections and now generates in excess of 
£1.4 million per annum in income for the Group. 

A member of the Community Safety Team 
received a second commendation from the 
Lancashire Constabulary for their contribution 
to significantly reducing crime and anti-social 
behaviour on a local estate. Satisfaction remains 
high for the Antisocial Behaviour service with 
96.6% of customers happy with the outcome 
and 100% customers using the victim support 
service being satisfied. 

Progress Futures is a project established to  
help the Group’s customers into education,  
employment or training. This is done through a 
person centred approach to deliver outcomes 
specific to individual needs. In total since Octo-
ber 2013, 54 tenants have expressed an inter-
est to work with Progress Futures. This has led 
to many success stories and positive outcomes 
for tenants. This has included attendance at 
training courses, work placements within the 
organisation as well as with partner agencies 
and a bursary scheme.

The Group’s internal delivery of a repairs and  
maintenance function continues to deliver  
excellent results. In terms of performance all  
targets for emergency, urgent and routine repairs 
have been met or exceeded in the financial year. 

In addition the Gas Servicing team has ensured 
that 100% of properties requiring a valid gas safety 
certificate have had the services carried out and 
certificates issued for the fifth consecutive year.

Over the last year more than 46,300 responsive 
repair jobs have been completed and works to 
over 700 void properties has been carried out. 
The in-house team have managed the  
installation of major repairs including 374  
kitchens, 86 bathrooms, 273 heating systems 
and 178 window and door replacements.  
Overall the planned programme of works has 
been managed within budget with the exception  
of NPHA heating replacements due to an  
additional number of unanticipated boiler  
failures (55).

The Key Trust is the predecessor of Key Un-
locking Futures Limited. On 1st January 2014 
the Trust transferred its activities to Key Unlock-
ing Futures Limited when the company joined 
Progress Housing Group. There has been no 
change in trustees with all of the former trustees 
becoming the directors of the new company. 
The objects of the new company have been  
updated and reflect the same charitable  
purpose of the original trust thus securing the 
Charity Commission’s approval to the trans-
fer. Key has a twenty year history of service 
to young people and the community of South 
Ribble with extension of some services into 
Chorley and Preston. As a result of joining the 
Group these activities can be strengthened and 
extended into new areas of operation both  

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

Report of the Group Board
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Report of the Group Board
Financial Performance for the Year

Turnover increased by £4.8m, or 7.4% due  
to growth from new properties, rent and  
service charge increases. Operating costs and 
costs of sales increased by £2.6m, resulting in 
an increase in operating surplus of £2.2m, or 
10.35% to £23.0m. The surplus on ordinary  
activities before tax increased by £1.8m to 
£11.1m in the year with a historical cost  
surplus for the year of £11.4m.

Cash flow from operating activities was £27.9m, 
reflecting the operating surplus, adding back 
some £6.0m of depreciation and impairment. 
Net new borrowings of £5.9m were required 
during the year reflecting the Group’s  
development programme, which showed a  
net spend of £22.9m in the year.

Net tangible assets rose to £498.3m, an  
increase of £38.0m. This reflects investment 
in new property and valuation increases at the 
year end on the Group’s housing stock. The 
Group’s LGPS Pension Fund deficit is £6.2m, 
a decrease of £3.1m. Reserves increased by 
£33.2m due to the Group surplus and property 
revaluations. The Group had £0.8m net current 
liabilities at the end of the year, a movement of 
£1.5m on the prior year. The net liability position 
is due to timing differences for loan drawdowns 
and does not indicate a liquidity issue for  
the Group.

Capital Structure

In common with most Housing Association 
Registered Providers, Progress Housing Group 
is financed by debt £265m (2013: £260m),  
revenue reserves surplus £56.6m (2013: 
£42.7m) out of total reserves of £228m and
capital grants £81.2m (2013: £80.2m). The first 
mandatory repayment on existing housing loans 
is due in 2017.

Treasury Management

The Group’s Treasury Management function is  
under the direction of the Executive Director  
(Finance and Resources). Advice is also  
received from the Group’s financial and  
corporate advisers, David Tolson Partnership  
who review the Group Treasury Management  
Policy and Strategy annually. The primary  
objective of the Group’s Treasury Management 
Strategy is the provision of financial resources 
necessary to achieve its purpose and the  
management of associated risks, financial and 
operational, that might threaten its ability to do so. 
The Treasury Management function is not a profit 
centre however it is committed to the principles  
of achieving value for money in Treasury  
Management, and to employ suitable  
measurement techniques, within the context  
of effective risk management.

The Group’s interest rate management policy is 
to have a minimum of 50% fixed rate debt, with 
no more than 20% of fixed rate debt repricing 
in each year in each subsidiary. The Group has 
sufficient liquidity in place to meet at least the 
next 12 months requirements plus an  
additional buffer. Progress Housing Group has 
£298 million of available loan facilities to call on, 
with undrawn facilities being fully secured. Of 
these facilities, there is a significant amount of  
headroom for anticipated drawings. All loan 
covenants have been complied with in the year.

Operational Performance Indicators

The Group continues to demonstrate strong 
performance on most of its performance  
indicators. There have been significant  
improvements in repairs and voids performance. 
The Group regularly monitors and reports on 
key indicators including rent arrears, void losses, 
repairs and Decent Homes. Where targets are 
not being met improvement plans are in place. 
For a full list of our performance indicators and our 
current performance against target please visit the 
Group’s website www.progressgroup.org.uk.

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014
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Development Activity

Progress Housing Group is a delivery partner 
of the Homes and Communities Agency and 
through the Riverside Consortium has an 
allocation of grant funding under the Affordable 
Homes Programme 2011/15 and the Affordable
Homes Guarantees Programme for New 
Progress Housing Association and New 
Fylde Housing. This has enabled both New 
Progress Housing Association and New Fylde 
Housing to start on site on 107 new units of 
accommodation through the year and complete 
and handover 119 units of accommodation, and 
is on target to deliver the 2011/2015 Affordable 
Homes Programme.

At a Group level 257 tenancies came into 
management in the year and £21.8m of cash 
outflow was reported on acquisition of housing 
properties. In housing properties held for sale 
there were 9 shared ownership units.

Financial Planning

The Group’s latest long term financial plan 
shows a continuing strengthening of the Group’s 
financial position over time and is not reliant on 
property sales to meet our objectives. The key 
strategy remains to ensure it is financially
strong, respond to economic and political 
change and continue to deliver quality services 
to customers. The Group has performed 
detailed scenario testing on its financial plans 
to help inform of potential financial impacts 
including changes to inflation, interest rates and 
multi variable scenarios of both economic and 
business factors (e.g. increase in bad debts).

Employee Involvement

The Group values its staff, and ensures that 
all staff are given the opportunity to provide 
comments and feedback through the Staff 

Forum, team meetings, a staff suggestion 
scheme and the Group’s Intranet. The Group 
conducts a staff survey every two years to find 
out what employees views are in relation to their 
employment with the Group and the last survey 
was completed in July 2014. Staff are provided 
with information on the performance of the
organisation at business update briefing 
sessions that are held regularly throughout the 
year, at the annual staff conference, a monthly 
newsletter and at team meetings. The Group 
adopted the UK Living Wage in the year which
means employees are paid a rate which reflects 
the actual cost of living in the UK.

The Environment

The Group’s Environmental Strategy seeks to 
ensure that the Group develops and maintains 
sound environmental practices that minimise 
the impact on the environment of business 
activities. The Group has an Environmental team
to facilitate staff suggestions and assist in 
implementing initiatives.

Customer Involvement

The Group’s Community Investment Panel 
makes awards to community groups and other 
organisations providing support and assistance 
to tenants. During the last year a total of 9  
New Progress and 5 joint New Progress and
New Fylde projects have been supported 
through the panel.

There have been a number of scrutiny related 
activities that have taken place over the past 
12 months, including the first meeting of the 
Scrutiny Pool. In addition, teams of tenant 
inspectors continue to assess several of our
services on a regular basis with void inspections 
and green inspections continuing to be popular.

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

Report of the Group Board
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The South Ribble based youth forum, Youth 
Say has grown in popularity, and the group 
has met on several occasions to discuss future 
projects, funding applications and increasing 
membership. In addition, one of the members 
was recently shortlisted for TPAS North West 
Young Tenant of the Year award.

Tenant involvement continued to have a high 
profile for supported living and it was a particularly 
successful area of work, with tenant involvement 
staff reporting a noticeable increase in tenants’ 
expectations and their empowerment to challenge 
the services delivered to them. This is a real 
measure of success in building the confidence of 
a client group not generally used to having a voice. 
By the end of March 2014, 910 tenants attended 
meetings across the country. In addition to this 
284 tenants living in the LiLAC scheme in Leeds 
attended meetings. In total 504 (16% of the PCHA 
tenant base) different tenant voices engaged 
with PCHA in 2013/14, this was a 4% increase 
compared to the previous year.

Regulation

The Homes and Communities Agency published 
its Regulatory Judgement for the Group on 
governance and financial viability in February 
2014. The regulatory ratings are as follows:

Viability – V1
The provider meets the requirements on viability 
set out in the Governance and Financial Viability 
Standard and has the capacity to mitigate its 
exposures effectively.

Governance – G2
The provider meets the requirements on 
governance set out in the Governance and 
Financial Viability Standard, but needs to 
improve some aspects of its governance 
arrangements to support continued compliance.

The change of governance rating from G1 to 
G2 related to a delay in the publication of the 
Group’s self-assessment on value for money on 
the Group’s web site. The Group is working with

the HCA to achieve its former G1 status  
at the earliest possible opportunity.

Value for Money (VFM)

Progress Housing Group comprises five 
companies, providing around 10,000 units of 
accommodation across England and Scotland. 
The range of housing includes general needs 
rented housing, supported housing, housing
for older people, shared ownership, key worker 
accommodation, market rented and supported 
living shared ownership. The Group also provides 
social alarm and telecare services to over 4500 
customers. The Group’s vision is “to have a 
positive impact on people and communities 
by providing high quality homes, supporting 
independence and creating opportunities”.

The Group has set out a number of business 
priorities under its Group Business Plan and 
believes value for money (VFM) activities are 
essential to support these objectives. The Group 
aims to deliver improvements in its business 
in order to be able to generate the capacity to 
continue to fund development of new social 
housing provision and related services, to 
withstand the adverse effects of welfare reform 
on customers, to actively manage properties, 
manage pension liabilities, reduce management 
cost per unit and reduce gearing levels. The 
Group operates within a newly established virtual 
collapsed structure and its Group Business Plan 
and VFM activities reflect this approach.

Responsibility for delivery of VFM rests with 
the Board and Executive Team. The Board 
recognises and understands the requirement to 
ensure the Group is well governed, is aware of 
its financial risks and remains financially viable
whilst facing external challenges and pressures. 
The Board have approved a comprehensive 
framework for VFM which has been developed 
with officers through away days and discussions 
at board meetings. The approved strategy is 
based on “work strands” which help us focus 
on specific activity areas.

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

Report of the Group Board
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The five VFM strands are:

•	 Income maximisation and asset usage
•	 Cost and expenditure controls
•	 Efficient procurement
•	 	Profitability, customer satisfaction and 

benchmarking
•	 Financial controls and loss prevention.

The Board has undertaken the annual review 
of the VFM strategy in order to ensure that the 
business continues to deliver VFM in line with 
the approved Business Plan objectives. The 
Board has also reviewed the progress against
the strands which then provides members 
with assurance that the Group considers  
VFM effectively within its core activities.

The VFM strategy sets out the framework and 
can be found at: www.progressgroup.org.uk

Why VFM is important to Progress  
Housing Group

Ensuring VFM helps to achieve the strategic 
aims of the business. The Group’s aims are 
detailed below:

Strategic aim one: put customers at the 
heart of our business

Confidence in the ability to deliver value for 
money is very important to customers. 88% of 
customers feel that the rent they pay represents 
good value for money. As costs rise and service 
offers increase the aim is for this figure to be 
maintained at this high level as this will help 
to maintain customer satisfaction, engender 
greater loyalty and ultimately strengthen the 
business.

Strategic aim two: serve local communities

The Group aim is not only to provide high quality 
homes but also to support independence and 
create opportunities for customers. To do this 
the Group must be efficient and target the 
community investment expenditure wisely.

The targeted savings over the coming 3 years 
will help strengthen the business and enable 
continued spend on community engagement 
activities. Perhaps even more importantly, the 
Group will need to target our community
investment activities in the areas and in a 
manner that will have the greatest impact. That 
means not just looking at the monetary value of 
the Group’s work, but at its wider social value.

The Group is updating the procurement 
strategy in order to promote local employment 
of subcontractors and direct employment 
opportunities for customers.

Strategic aim three: provide excellent 
services

The Group is prepared to invest in services  
to make them better where this is needed and 
wanted by customers. Customers have helped 
to identify the most important services for them. 
These are:

Progress Housing Group  
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•	 Repairs
•	 	Estate management (looking after the area, 

with grounds maintenance and adequate 
provision for and management of car parking 
being key examples)

•	 Community safety
•	 	Aids and adaptations, particularly for older 

tenants
•	 	Community involvement, particularly for  

our active tenants

The Group takes these preferences into account 
when assessing performance at a service area 
level and when setting spending and savings 
targets.

Strategic aim four: continue to grow the 
organisation to meet housing need

Growth enables the Group to generate 
economies of scale and to meet housing need.
Targeted savings over the coming 5 years would 
enable provision of additional homes to meet 
housing need. The financial plan assumes the 
Group will develop over 1000 units at a cost of 
over £85m over the next five years.

An important part of the business is the 
provision of social alarm and Telecare services 
and the Group seeks to achieve growth in  
these areas.

Strategic aim five: build an even stronger 
organisation

Being financially strong enables the Group to 
achieve all the above whilst taking a prudent 
approach to risk. The Group’s five year 
highlights detailed in these accounts shows 
growth of net surplus of £7.8m or over 200% 
in this period. A key target is to reduce average 
operating costs which will help to maintain a 
strong surplus in order to achieve the wider 
business plan objectives.

How investment is prioritised

The Group’s VFM approach helps to ensure 
that the services provided are as effective and 
efficient as they can be.

The Group understands that tenants want 
good value for money and they have identified 
that rent and service charge costs, repair 
services, estate management, community 
safety, community involvement and aids and 
adaptations are key priorities for the business. 
The Group has held consultation events at the 
tenant’s conference, forum meetings, surveys, 
tenant’s inspection feedback and the recent 
review of service standards consultation, all
of which have helped to understand customers’ 
priorities. The Group has therefore identified 
these in the Business Plan along with a number 
of other targets to improve value for money 
across the organisation.

The key outputs from the VFM activity support 
the Group’s vision. They enable the Group to 
reinvest efficiency gains to provide more new 
homes for people who need them, invest in 
local communities so they offer a safe and
healthy place to live and support people to 
achieve more opportunities and independence 
and thus drive the VFM agenda.

Progress Housing Group  
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The strategy demonstrates how spending is 
prioritised and how income and assets are 
maximised. The Business Plan sets out the 
priorities, which links to the long term financial 
plan and in turn the budget setting process. The
financial plans include specific target savings to 
help reduce operating costs per unit over time.
Each year priorities are set within the Group 
Business Plan which contains the five 
strategic aims. These help to deliver service 

enhancements and achieve high levels of 
customer satisfaction within a financially 
sustainable business model. The objectives 
are supported by clear performance measures 
and are delivered by a dedicated staff team. 
The 2014-2018 Group Business Plan has been 
recently approved and set VFM the objectives 
which underpin each strategic aim. The detailed 
Group Business Plan can be found at  
www.progressgroup.org.uk.

The values
People-focused, Forward-thinking,  
Genuine, Expert, Collaborative

Value for Money Linkage

The vision
‘To have a positive impact on people  
and communities by providing high  
quality homes, supporting independence 
and creating opportunities.’
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Performance management and monitoring

There are a number of tools to monitor 
VFM progress, which includes:

Group Business Plan – details the priorities for 
the next three years, updated annually.

VFM Action Plan – has specific areas of focus 
with identified responsibilities, outcomes and 
target completion dates.

VFM Self-Assessment – details completed 
activities and where the Group needs 
to continue its focus. As the Group is a 
transparent organisation the VFM approach and 
achievements can be seen within the published 
annual self-assessment. There is a transparency 
policy which sets out the wider obligations.

Benchmarking – reviewing service provision 
with external sources including Housemark, 
HCA Global Accounts, other benchmarking 
clubs and external publications to enable the 
Group to assess its position against comparable 
organisations.

Customer Involvement – engaging with 
customers to involve and obtain feedback 
on VFM targets including through the budget 
process, the annual tenant conference and 
forums.

Financial Planning – incorporation of specific 
efficiency savings within the long term financial 
plans for identified activities. This enables the 
Group to identify areas for re-investment of 
operating cash flows to resource other activities.

Whole Business Targets – provides a 
framework for each part of the business to 
contribute to its corporate objectives. VFM has 
been identified as one of the whole business 
targets. The Group will have specific measures 
to demonstrate our outcomes from each service 
area within the business.

Staff Expertise and Involvement – the Group 
recognises staff are essential to the delivery 
of the above framework and there is a central 
procurement team, budget holder responsibility 
and senior management lead to embed VFM 
within the Group. Staff contribute to a bi-ennial 
staff survey with resultant action plan.
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What is the Group's current position?

Last year in summary the Group 
recognised that:

•	 	The targeted value for money action plan 
from last year’s self-assessment identified 11 
specific actions which were completed during 
the year. The 2014 actions identified are on 
schedule for the new financial year and form 
part of the updated 2014 targets.

•	 	Performance is very good overall (20 of our 
KPI were exceeded out of 28, 4 almost met 
and 4 not met) although the Group needs to 
improve in certain areas.

•	 	The quality of services is high and overall 
satisfaction rates are exceptional. 

•	 	Assets are generally well designed and 
maintained, in popular locations and making  
a good return. Where assets have not 
performed there is a track record of 
remodelling or disposing where there is no 
over-riding social objective to the contrary. 
The Group has disposed of 17 properties in 
the year generating cash of £1.1m.

•	 	The Group has developed £23m of new 
social housing of which £12m is at affordable 
rents. 60% was funded from operating cash 
flows, 25% from borrowings, 10% from 
sale of properties and 5% from grants. New 
development is a main part of our strategic 
aims and this shows that the improved 
financial strength of the Group is assisting 
continued development despite lower grant 
funding.

•	 	The Group has established a strong record of 
achieving high levels of organic growth based 
on close partnership working with a wide 
range of organisations.

 

•	 	Management costs are above average which 
is in part due to the organic way in which the 
group structure has developed.

•	 	Financial strength improvements achieved 
have supported community investment 
activities, and sustained sheltered scheme 
refurbishment programmes which have 
enhanced service provision to customers and 
reduced poor performing stock.

•	 	There is a drive for improved performance and 
the high quality of services warrants a cost 
base which is above average but nonetheless 
the Group aims to improve its relative position 
by reducing our average management costs 
and by improving still further the review of 
the economic and social value of assets. The 
Group aims to achieve this in a number of 
ways, but current priorities are to:

  a.  Complete a “virtual collapse” of the 
group structure

  b.  Standardise working practices across 
the organisation and modernise IT 
infrastructure

  c.  Improve understanding of the 
relationship between cost, quality and 
performance at a service level

  d.  Improve procurement practice across 
the whole organisation

  e.  Use the asset management strategy 
to identify and deal with properties and 
schemes that are performing relatively 
badly. The strategy already brings 
economic and wider social factors to 
bear on the decision making process; 
the Group will refine the tools it uses to 
improve this still further over the next 
two years.
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Strategic Aim Strand Outcome

Continue the rolling programme of sheltered 
scheme reviews and implement action plans 
accordingly.

1: Income Strategy & 
Asset Usage

9 scheme reviews completed 
with 1 scheme demolition
underway

Change future development strategy in response 
to the affordable homes programme for new 
developments.

1: Income Strategy & 
Asset Usage

Strategy change to develop  
1 & 2 bed properties

Continue to review salaries annually across  
all job types.

2: Cost Strategy &
Expenditure Areas

Independent benchmarking
confirmed salaries within 
market range

Minimise the extent to which shared 
ownership accommodation is provided in new 
developments where demand is limited.

1: Income Strategy & 
Asset Usage

Converted 6 unsold shared 
ownership to social rent and 
negotiated new development 
with no shared ownership

Reviewing the sickness absence policies to 
further improve attendance, and strengthen 
training for managers.

2: Cost Strategy &
Expenditure Areas

Processes streamlined 

Continue to rationalise the number of suppliers  
in the Group.

3: Procurement Consolidated purchasing 
actioned

Continue to bring services in house; for Progress 
Care Housing Association, with the aim of 
reducing service charge costs to customers.

1: Income Strategy & 
Asset Usage

Target exceeded for 100 
schemes to be managed 
internally

Review the role of the budget panel to improve 
the strategic focus of budget setting and to 
improve engagement with  
a wider range of customers.

5: Financial Controls, 
Fraud Loss and 
Contracting

Budget session held with 
customers for transparency

Continue the programme of internal audits to 
identify areas where further efficiencies can be 
made.

5: Financial Controls, 
Fraud Loss and 
Contracting

New year audit plan  
approved with identification  
of potential gains

Review procurement processes to incorporate 
social value where appropriate.

3: Procurement development of procurement 
policy

The Group considers its operating margin  
as an important indicator. Continue to  
monitor this.

4: Profitability Strategy, 
benchmarking and 
customer satisfaction

Improved operating margin  
of 1% for year ended  
March 14

The group's achievements against the 13-14 action plan
The Group set out specific targets last year, all achieved by the end of the year and our 
achievements are detailed in the table below:
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Understanding assets

Effective management of assets will assist 
the Group in delivering good VFM and 
maintain sustainability. One of the key 
elements of the regulatory requirements 
in relation to VFM is that the Group has 
an understanding of the return on assets 
and how these are measured against its 
organisational objectives.

One of the strategic aims is to serve local 
communities and the aim here is to ensure that 
the Group’s homes are in communities where 
people feel safe, happy and involved. The 
Group therefore understands the importance of 
managing its properties to achieve this aim and 
that it is important to maximise the return on its 
assets to achieve the Business Plan objectives.

The asset management strategy contains 
a robust assessment of the investment 
requirements of the stock, including expenditure 
necessary to fulfil our energy efficiency strategy. 
This is based on stock condition information
which is externally validated and is fully funded 
in the long term financial plan.

The Group has an established approach to 
monitoring the performance of the existing 
stock, undertaking options appraisals where 
issues are identified and implementing the 
actions identified. This includes:

•	 	An asset management matrix that includes 
sustainability and operational indicators. 
This is used to identify issues which are then 
addressed via the appropriate neighbourhood 
plan or triggers a comprehensive review and 
options appraisal.

•	 	A rolling program of scheme by scheme 
reviews of the sheltered housing stock.

•	 	Supported living scheme viability reviews 
identified through higher than planned void 
rates and changing needs identified by 
commissioning partners.

•	 	Comprehensive assessments of new 
developments are undertaken, including NPV 
analysis.

This has resulted in re-modelling of bedsits 
into larger one bedroom flats and the 
decommissioning and demolition
of a sheltered scheme with the intention of 
developing new provision on the released site. 
This year 53 Supported Living Schemes were 
identified for review resulting in 4 disposals. 
Other properties requiring extensive
investment to bring them up to a satisfactory 
standard have also been sold.

For other types of accommodation i.e. key 
worker accommodation, performance is 
reviewed against the specific project plan and 
is monitored by Board. For market rented 
and shared ownership accommodation, 
performance is reviewed against budget 
performance and business targets and is 
monitored by board. For general needs housing,
we have identified some financial outlying 
properties for early investigation.

The Group has recognised the need to improve 
in this area and has agreed the active asset 
management approach to measuring the return  
on assets. This will improve operating 
performance and assist the Group to 
strengthen its overall performance to continue 
its developments, service finance and improve 
its service provision. Return on assets can be 
measured in a range of methods. The table below 
based on 2013-14 data shows the Group’s 
current return on assets by tenure type, which 
has been calculated using operating surplus as a 
percentage of the capital employed.
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The vast majority of the Group’s stock is 
performing satisfactorily, and in line with original 
appraisal objectives. The Group’s return on assets 
is 7.6%, up 0.4% from 2013 which was 7.22%, 
and this is higher than the sector average (2013) of 
4.7%. Therefore, overall its assets are performing 
better than the sector and comfortably above its 
own average cost of capital of 4.5%. The Group is 
generating strong positive cash flows which helps 
to achieve the objectives including providing new 
properties and investing in improving services.

These indicators are used to provide an overview, 
and to highlight properties for further investigation.

The Group has undertaken a whole stock analysis 
utilising historical income and expenditure to 
assess return on investment. The results of this 
work show only a very small number of schemes 
that need fuller investigation and this work is 
underway. Some identified developments are not 
making a positive return, as they were developed 
on the basis of planned internal subsidy, or 
other deliberate strategic decisions, or are 
underperforming because of demand issues or 
high operating costs. The Group has therefore 
evaluated alternative options to decide whether 
they are remodelled, retained, disposed of or an

alternative use sought. The Executive Team has 
delegated authority to approve these decisions  
on behalf of the Board to ensure it considers 
financial, social and environmental factors at the 
highest level.

It is planned to develop our asset management 
strategy over the next 18 months by using a 
number of analytical approaches to assess the 
performance of the stock. This includes:
•	 	A number of financial measures including NPV, 

annual cash flow projections 
•	 	Modelling that combining the financial measures 

and non – monetary factors to assess the social 
value of the stock

•	 	A whole stock review of opportunities created 
by open market values and other rental yields 
such as market renting.

This analysis will be undertaken on a range of 
property groupings for example by scheme,  
tenure type and property archetype. The 
outcomes will assist the identification of 
underperforming stock that requires more detailed 
examination. This analysis will also identify 
properties that might present other opportunities, 
for example potential disposal for high values 
schemes or market renting.
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2013-2014 Operating Return as a Percentage of Assets (Historic Costs) 

Tenure Type % of Stock Group %

General Needs 45 3.61

Housing for Older People 14 27.08

Supported Housing 33 9.00

Shared Ownership 1 3.27

Key Worker Accommodation 6 4.65

Market Rented 1 4.99

Total 100 7.64
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Supported Living - Periodic Property 
Appraisal

Property provision for supported living is distinct 
due to the bespoke nature of the developments. 
Each scheme is commissioned by local 
authority social services commissioners or 
support providers where a specific demand has 
been identified. Individual viability assessments 
are undertaken at the point at which demand 
for a scheme begins to decrease, highlighted by 
either a decrease in nominations for the scheme 
or additional requests for aids and adaptations 
or other requests for improvement work. The 
Property Viability process adopted by the 
supported living team includes early discussion 
with local authority commissioners in relation to 
current and future demand and explores options 
for alternative uses for the scheme. Where 
demand is low or nil, all options are evaluated 
using an options appraisal model.

During the year, three properties were disposed 
of as customer needs changed and were 
therefore no longer fit for purpose. A further 
property was a listed building and not cost 
effective to maintain, and in conjunction with the
support provider the Group sought more 
suitable accommodation. Sales proceeds for 
these properties were £0.6m increasing cash 
flows available for reinvestment in existing 
stock or new services. A small loss of £11k 
was incurred on the sale of these properties, 
which would have been a substantially greater 
loss had they been retained. 58 properties have 
been identified for review at year end; current 
indications are showing the likely disposal of 6
properties during 2014/15 with £1.1m of 
additional cash flow for supported living,  
with a small profit of £6k.

Right to Buy and Right to Acquire

Within NPHA and NFH, 13 right to buy/
acquire properties were disposed of with sales 
proceeds of £0.5m and a small surplus of £1k. 
The Group anticipates 12 right to buy/acquire 
sales in the new year with a loss of £74k.

New Supported Housing Schemes

The Group has reviewed its development 
strategy for supported living which provides 
a revised framework for the assessment of 
viability for new supported living developments. 
Improved contracting arrangements with
commissioners and support providers will 
provide risk mitigation and reduce the potential 
adverse impact of welfare reform, thus 
protecting from loss of income.

System Improvements

Improved transaction recording is being 
developed to improve the accuracy of 
information and to integrate with asset 
management plans to forecast more exactly 
from existing developments linked to property 
maintenance strategy. The Group is planning  
to link this analysis to current estimated 
property market values and market rents, to 
better highlight opportunities for active asset 
management.
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Welfare Reform

In order to minimise the financial impact of 
Welfare Reform action has been taken to 
maximise occupancy within the stock. This 
includes allocating properties to families that will 
fully occupy the property, introducing an under 
occupancy officer to assist tenants wanting 
to move to smaller properties and assisting 
tenants extensively in dealing with financial 
issues. This has included working closely with 
Local Authorities to assist in the success of 
Discretionary Housing Payments (DHP) where 
applicable. The Group has been able to assist 
tenants with their requests to move home and 
have recently introduced a direct matching 
service for those under occupying their homes. 
This has resulted in the under occupancy officer 
assisting 64 tenants to move to more suitable 
homes (28 of which were a direct match). By 
providing financial assistance totalling £24k 
people have been assisted to transfer to more 
suitable properties and reduce arrears as a 
result of under occupancy. In addition to this  
44 people are still registered for a move to a 
smaller property. In total contact has been made 
with over 877 tenants who have been identified 
as potentially under occupying, and worked with 
them to assist in a move, or amend the benefit 
award. Comparisons of rent arrears for tenants 
under occupying have reduced from 8.2% in 
July 2013 to 6% at year end. Additionally, where 
there has been direct engagement with under 
occupiers, the average arrears are 5.37%
compared to 9.84% for those not engaging. 
Work continues to contact all tenants under 
occupying to minimise the arrears on account. 
There are only 2 supported living tenants 
affected by the under-occupancy charge and 
both have elected to “stay and pay”.

The Group has reviewed its affordable homes 
development strategy to reflect the changing 
demand for homes as a result of welfare reform. 
The majority of new homes will now be one and 
two bedroom properties resulting in reduction 
in potential loss of income, and ensuring the 
majority of homes will not be under occupied.

Sheltered Housing Review

The Group has continued to review our offer 
specifically in sheltered housing. Scheme 
appraisals have been carried out on all 9 New 
Fylde sheltered schemes which has led to the 
demolition of Naze Court, Freckleton. Appraisals
have recently commenced on the 22 New 
Progress schemes. Furthermore a recent 
consultation with staff has concluded that the 
amount of staff time delivering scheme activities 
within sheltered schemes covering both NPHA
and NFH with effect from April 2014, can be 
reduced. This also ensures a consistent and 
joint approach to services for sheltered tenants, 
across the Group. 

Understanding the importance of financial 
strength

The strategic aim number five sets out 
objectives for the Group to ‘build an even 
stronger organisation’ with the aim to ensure it 
is well managed, efficient and financially strong. 
The financial surplus for March 14 is the highest 
achieved at £11m, an increase of 18% on the 
previous year. This surplus will enable new 
development in accordance with the business 
plan targets with minimal external borrowing.
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Treasury Management

VFM within treasury management activity has 
been reviewed, which considered existing 
and market financing costs and cash holding. 
This review provides assurance that this area 
demonstrates VFM. The review was undertaken 
in conjunction with external treasury advisors 
to provide assurance that the Group has the 
optimum financing arrangements to help it 
achieve this strategic aims.

Fraud and Insurance

Operating cash flows in an organisation can be 
affected by the strength of internal controls to 
prevent fraud and losses and therefore support 
the maximisation of resources. During the year 
there have been no identified or reported cases 
of fraud and no material losses suffered by the 
Group. Reduced risk premiums of c£150k per 
annum have been achieved whilst increasing 
risk mitigation for insured losses. The Group has 
improved contracting arrangements to better 
protect it in the event of contract disputes.

Non Social Housing Income 

In addition, turnover from social alarm services 
grew by 3.6% contributing income of £1.4m. 
As this service is not asset intensive, its financial 
contribution is strongly positive. The Group is 
involved with partners to help shape services 
in the future and improve longevity of contracts 
and deliver continued income. 

The Progress Plus initiative has been reviewed 
and terminated as it no longer contributed 
positively to the Group surplus.

Understanding environmental and social 
impact on communities

Energy Efficiency Advice

The Group recognises that environmental 
returns are important and it has worked in 
partnership with local authorities to deliver 
affordable warmth strategies. In particular it has 
been able to access green doctor services
provided by Groundwork Trust in the Fylde area 
by supporting the local authority in their bid for 
affordable warmth funding. This has resulted 
in 32 visits to tenants identified as being in fuel 
poverty to provide energy efficiency advice, with 
28 tenants having energy efficient measures 
installed. The outcome of this will be monitored 
over the next 6-12 months to measure the 
impact on individual tenants.

Air Source Heat Pumps and Solar Panels

At Bolton’s Croft, Salwick, the Group has 
8 properties that are off gas, with no mains 
supply available in that location which meant 
homes were being heated by electricity which 
is expensive. Air source heat pumps were 
provided, supported by grant funding through 
the Energy Savings Trust. This enabled a 
subsidised installation of 31%. The renewable 
heat technology will provide tenants with 
potential savings of up to 40% on their previous 
fuel bills. The tenants are extremely happy that 
they are now able to heat their homes effectively 
and far more efficiently throughout the year.
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There are regular articles in Progress People 
(supported living tenants’ magazine) on energy 
saving tips along with sessions at tenant 
involvement meetings. The most recent article  
is here: 

http://www.progressgroup.org.uk/
Resources/ProgressHousing/PCHA/Docs/
Newsletters/2431%20- %20PCHA_autumn%20
2013_web.pdf

In addition, energy costs and tips for saving 
energy are now a regular agenda item on all 
tenant meetings. Work sheets and quizzes from 
the Energy Savings Trust website are used to 
help tenants understand about saving energy
and therefore reducing costs to them. 
Solar panels have been installed on some 
developments which has generated £72k 
additional income for the Group during the year.

Community Investment

Strategic aim number 2 sets out how the Group 
serves its local communities. This includes 
a priority to generate social value within its 
communities through a range of its activities. 
This can be done in a number of ways and the
Group has analysed the social impact 
of projects supported by its Community 
Investment Fund (CIF) and Progress
Futures. The Group has set out to provide 
at least £1.5m of specific funding via its 
Community Investment Fund. Using a simple 
measurement model known as LM3, which 
measures the local economic impact of 
investment, it is shown that £0.5m of recent 
investment in these areas has generated an 
additional £0.4m into the local economy.
This means that by the Group providing funding 
on community related projects this funding then 
creates spending in the local area.

New Fylde Futures is a sport based diversionary 
activities programme that delivers sessions for 
young people across Fylde communities. Since 

2012, the initiative has engaged with nearly  
180 young people, many of whom are from
the households of PHG. As well as engaging 
young people in sports, the project has seen 
improvements in behaviour of the young people, 
and has supported three young people into 
further training (FA Level 1 Coaching;
BTEC Level 3 course and the National 
Citizenship Service). This has been delivered in 
partnership with Blackpool Football Club, which 
means that investment is kept in the local area. 
The numbers show a total project cost of £50k,
CIF investments of £20k, salary costs of £38k 
therefore indicating an LM3 measure of an 
additional £28k into the local economy.

Digital Futures is the Group’s digital inclusion 
project. It has been funded by the CIF and 
DWP’s Digital Deal programme. The programme 
was made up of five elements: launch 
roadshow; get online booklet; creation of
tenant zones; establishing a programme of 
digital champions; and a number of training 
opportunities. Long term sustainability has been 
created with the creation of tenant zones and 
digital champions, which will be particularly
used to support the roll out of Universal Credit. 
The numbers show a total project cost of £49k, 
CIF investments of £29k, and trainer costs of 
£16k therefore indicating an LM3 measure of an 
additional £18k in to the local economy.

Spend on community investment has been 
benchmarked and it shows that 73 RP’s 
invested £15m in community investment 
activities which represented 0.62% of turnover 
and £20.42 spend per unit. The Group’s 
investment 13/14 was 0.43% of turnover and 
£23.11 per unit. Progress Futures is a free 
service to customers and their families
to improve their employment prospects. Since 
October 13 this has supported 15 customers 
into employment, arranged 10 to undertake 
training or education and established work 
experience placements for 11 customers.
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There have also been a number of initiatives 
to raise awareness with suppliers to explore 
the social value they can offer. This included a 
breakfast briefing for suppliers around the work 
of Progress Futures. Please see the website
for more detail on this initiative.  
www.progressgroup.org.uk

How does the group compare against others 
for service delivery?

A further key element of the regulatory 
requirements in relation to VFM is that the 
Group sets out the costs of delivering its 
services. 

Strategic aim number 3 is to provide excellent 
services that meet customers’ aspirations 
and needs, and match the top quartile of 
performance amongst organisations of similar 
type. In order for the Group to achieve this aim 
the VFM strategy has a key strand outlining the 
importance of profitability, benchmarking and 
customer satisfaction.

The Group compares its performance against 
a number of sources including the regulators 
(HCA) assessment of annual performance, 
Housemark, external sector publications and 
internal reviews. Performance information is
shared with the board, employees and 
customers on a quarterly and annual basis 
with appropriate comparators to assess 
performance against peers via the balanced 
scorecard approach.

HCA Global Accounts Benchmarking

Key performance indicators and how the Group 
compares with the sector as reported by the 
HCA in the Global Accounts are shown below. 
The most up to date information available for 
the Group to benchmark with the sector is
derived from 2013 statutory accounts. 2014 
performance from the accounts is reported.
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KPI 2014 PHG 2013 PHG 2013 Sector

Gross operating margin 33.7% 32.5% 26.7%

Net operating margin 16.5% 15% 13%

Operating surplus per unit £2,349 £2,165 £1,473

Effective interest rate 4.5% 4.6% 4.7%

Management cost per unit £985 £985 £876

Responsive/Cyclical cost per unit £953 £884 £1,041

Major repairs cost per unit £799 £749 £1,297

Stock failing decent homes 0% 0% 1.0%

Void loss 2.5% (excl PCHA) 1.32% (excl PCHA) 1.7%

Bad debts 1.47% (excl PCHA) 1.51% (excl PCHA) 0.9%
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When the Group compares its performance  
with the sector it is noted:

•	 	The operating margin for the year ended 
31st March 2014 has improved by over 1% 
and remains significantly above the sector 
average. In particular New Fylde Housing’s 
financial surplus has increased by over 30% 
in the year. The operating surplus per unit 
has increased by over 7% compared to last 
year and for 2013 was 47% above the sector 
average.

•	 	The cost of borrowing is competitive and 
lower than the sector average.

•	 	Management cost per unit has remained 
static with last year, which is an improvement 
but the Group is still above the sector 
average.

•	 	Combined revenue repair costs whilst below 
the sector have increased from last year.

•	 	Voids and bad debt positions also remain 
above the sector average. Actions in these 
areas are detailed below.

Housemark Benchmarking

The position with peers via Housemark for 
NPHA and NFH is benchmarked annually. The 
peer Group comparison is with Registered 
Provides with between 2500 and 7500 homes 
in the North West, North East and Yorkshire 
areas and contains c11 peers in the comparator 
Group. The 2013 KPI, Cost per Property and 
Satisfaction information is shown below: 
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KPI NPHA NPHA 
Quartile

NFH NFH 
Quartile

NPHA/
NFH 

Average

Peer Higher/
(Lower)

Current Arrears 3.1% Lower 2.6% Median 2.9% 2.6% 0.3%

Rent Collected 98.9% Median 99.4% Median 99.1% 99.3% (0.2%)

Void Loss 0.75% Median 2.1% Lower 1.23% 0.97% 0.26%

Responsive 
Repairs  
completed 
on time

99.5% Top 99.5% Top 99.5% 97.2% 2.3%

Gas Servicing 100% Top 100% Top 100% 100% 0%

Decent Homes 100% Top 100% Top 100% 100% 0%
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This shows that performance is below the Group’s 
peers on voids and arrears. Arrears performance 
has remained static with last year’s levels, repairs 
response times have improved since last year 
but the voids position has deteriorated. The 
strategy, which is underway, is to remodel bedsit 
accommodation in the Fylde area to provide 
appropriate accommodation which will lead to 
an improvement for voids. In addition, substantial 
work has been undertaken across general, 
sheltered and supported housing services to 
refine the process of void management which will 
better integrate on the core housing management 
system. This will allow a more consistent and 
improved voids management process for staff. 
For 2013/14 we have reviewed and streamlined 
arrears processes. The financial inclusion team 

have recently introduced a new system to identify 
tenants at risk of falling into arrears. This will 
accelerate and target support to those most  
at risk.

As PCHA provides a unique service to their 
customers there are no identified peers and 
therefore Housemark benchmarking is not 
undertaken. The Group is however currently 
working with some supported housing providers
through the Housing and Support Alliance 
group to benchmark costs and expect to have 
this data by March 2015. As part of the asset 
management the Group will compare properties 
within the PCHA portfolio.

The above table indicates that costs for delivering customer involvement and ASB services are higher 
than the Group’s peers on average. However, it should be noted that satisfaction levels exceed peers in 
all categories as indicated opposite.
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Cost per 
Property

NPHA NPHA 
Quartile

NFH NFH 
Quartile

NPHA/
NFH 

Average

Peer Higher/
(Lower)

Arrears and 
Rent Collection

£100 Median £135 Median £112 £135 (£23)

Involvement £73 Median £130 Lower £93 £76 £17

ASB £126 Lower £114 Lower £122 £75 £47

Tenancy 
Management

£85 Median £128 Median £100 £104 (£4)
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This shows that for all satisfaction indicators the Group is either above or in line with its peer group, 
and this also improved since last year. In addition, the annual customer involvement survey showed 
that 98.7% of respondents thought that the community involvement activities represented ok or 
good value for money. The annual ASB satisfaction survey also showed that 96.3% of respondents 
were satisfied or very satisfied with the service provided.

Overall overhead costs as a percentage of turnover indicates that performance is median in the range. 
(Top quartile indicates we are cheaper, bottom quartile more expensive). As part of the service cost 
strategy lower and median corporate and business areas will be reviewed to implement actions to 
reduce costs, as detailed above. Benchmarking of corporate services has been commissioned which 
will tell the Group how it compares in more detail and enable improvement actions to be implemented.
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Satisfaction 
Area

NPHA NPHA 
Quartile

NFH NFH 
Quartile

NPHA/
NFH 

Average

Peer Higher/
(Lower)

Services 
provided

93% Top 92.6% Top 92.9% 89% 3.9%

Repairs and 
Maintenance

86.3% Median 86.5% Median 86.4% 85.8% 0.6%

Views taken into 
consideration

79.7% Median 75% Median 78% 76% 2%

Overhead as  
a % of Turnover

NPHA NPHA 
Quartile

NFH NFH 
Quartile

NPHA/
NFH 

Average

Peer Higher/
(Lower)

Office 0.1% Top 1.2% Top 0.5% 1.7% (1.2%)

IT 3.1% Median 1.9% Median 2.7% 2.7% 0

Central Support 1.4% Median 2.2% Median 1.7% 2.0% (0.3%)

Central Support 4.2% Median 7.0% Lower 5.2% 6.4% (1.2%)
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As identified in strategic aim number 1, putting 
customers at the heart of the business, the 
customer scrutiny panel has undertaken 2 major 
reviews focused on ASB and the customer 
experience in reporting repairs. CCTV and noise 
monitoring equipment has been procured to 
assist with ASB cases which have delivered over 
£38k annual savings. In calculating these savings 
the likely costs which would have incurred have 
been compared and had the Group continued to 
use external providers of this service excluding 
the initial cost of purchasing the equipment. In 
addition to this efficiency savings continue to be 
made from undertaking legal action using own 
staff instead of engaging external solicitors. This 
has saved the Group over £8k in the last financial 
year. Following wide consultation and review of the 
scrutiny function within the Group, a scrutiny pool 
has now been established which encompasses a 
number of scrutiny functions already in existence 
e.g. mystery shopping, tenant inspectors, green 
inspectors. The scrutiny pool has established 2 
areas for review early in 2014/15 which includes: 
repairs response times and services offered to 
assist tenants as a result of the Welfare Reform 

changes, specifically ‘bedroom tax’. It is envisaged 
that recommendations to improve services and 
communication in relation to under occupancy will 
increase the numbers of tenants engaged with, 
which evidentially will help maximise income for 
those tenants and minimise arrears. 

The benchmarking above has identified areas 
above the average for cost of some services. 
These specific areas will be reviewed to determine 
cost and service standard provision to balance the 
position with cost and quality, in line with meeting 
the strategic aim objectives.

Peer Group Benchmarking

The Group annually compares its performance 
with other Registered Providers. The comparison 
of 2013 data against some providers in the Top 
45 mixed group according to Social Housing 
magazine is detailed below. These providers  
have been selected as they are closest in 
properties owned and have all obtained funding  
in the public markets.
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Indicator PHG Housing 
Association 1

Housing  
Association 2

Housing 
Association 3

Housing 
Association 4

Units 9,630 12,350 16,500 19,860 20,950

Operating Surplus/Turnover 33% 27% 29% 28% 35%

Net Surplus/Turnover 15% 12% 10% 12% 20%

Debt Per Unit £27,000 £12,600 £23,300 £30,200 £16,500

Gearing 55% 53% 41% 82% 44%

Average Cost of Funds 4.4% 5.3% 4.1% 4.0% 5.0%

Turnover Per Unit £6,646 £4,130 £5,231 £6,143 £4,439

Net Surplus Per Unit £966 £510 £461 £710 £845



28

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

This benchmarking shows that, for the Group’s 
size, it is significantly performing above most of 
this group for surplus to turnover and turnover 
per unit calculations. The Group does however 
have high debt ratios in terms of debt per unit and 
gearing, which is why the strategy is to reduce 
these over time.

What are the efficiency gains this year?

A further key element of the regulatory 
requirements in relation to VFM is that the 
Group evidences past VFM gains and show 
how these have and will be realised over time.

The procurement activities support all of the 
strategic aims within the VFM strategy and enable 
the Group to facilitate and fund community 
activities such as assisting unemployed tenants 
into work, deliver welfare reform and anti-poverty 
strategies to improve budgeting skills and reduce 
living costs. Also reduces the cost of interest 
charges for new housing provision by reducing 
drawdown requirements of new funding by 
increasing operating surplus.

In summary this year the Group:

•	 	Has achieved £400k through procurement 
activities 

•	 	Demonstrated active treasury management 
which has derived direct cash savings of £0.1m 
through minimising cash holdings and £0.3m 
improvement against budget due to loan 
portfolio management 

•	 	Realised reductions in service charge costs to 
PCHA customers the average weekly service 
charge per tenant has reduced by 16% or £5.86 
in 14/15 when compared to 13/14. This has 
been achieved through reducing services no 
longer required or actual cost savings. 

•	 	Achieved £47k ASB savings 

•	 	Achieved £38k scrutiny panel savings

Scrutiny pool members have already contributed 
ideas that have saved the Group over £38k and 
this role of the scrutiny pool will continue in future 
areas of scrutiny.

Procurement

A review of contracts across the Group has been 
continued with a total contract value of over £6m. 
These contracts have achieved savings of £0.4m 
(14%) on an annual spend of £2.6m. These have 
included furniture, grounds maintenance contracts, 
insurance, assisted living technologies, stationery, 
cleaning materials, vehicle hire and washroom 
services. The contract reviews have led to savings 
for tenants with reductions in service charges. 
Other outcomes of these reviews are reduced 
operating costs, and process or management 
information improvements which form part of 
future budgets. Some of these contracts are via 
public frameworks enabling us to access savings 
by aggregating spend with other companies and 
this also reduces procurement costs associated 
with OJEU. The savings generated help the Group 
to manage its operating costs levels and improve 
surpluses for reinvestment. Going forward the 
Group is developing its procurement activities to 
include social value elements.

Report of the Group Board
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Customers and staff are involved in the 
procurement activities to ensure service delivery 
considers cost, quality and satisfaction. As part 
of the procurement reviews the social value 
impact is considered which can be seen through 
division of larger contracts into smaller lots with 
positive impact on SME’s, working with suppliers 
with a strong local presence as an employer and 
substitution of environment friendly products at 
no extra cost. The procurement policy has been 
further developed with greater emphasis on this 
area and also on customer and staff consultation.

Service Reviews

Service delivery to PCHA tenants has been 
improved by bringing in-house a further 100 
schemes for service charge management, which 
were previously managed by support providers. 
Joint working between NPHA and NFH has 
continued with the centralisation of a service 
charge team to improve consistency or provision 
and help cost comparison. Joint working is now 
in place for all areas of operation. There are further 
changes being made to the operational working 
of all areas, a large part of this being to take into 
account the mobile working initiatives that are 
being introduced. This is expected to increase the 
number of visiting officers, directing them to visits 
in the locality, thus reducing unnecessary calls 
back to the office. 

The Group has historically provided some 
caretaker services through internal resources and 
funding from its Community Investment Panel. 
Following consultation with tenants, this has now 
been introduced as a service chargeable item 
which also provides an excellent service that 
tenants value.

Management

Management costs per unit for the Group are 
higher than the average, in the region of 12%. 
Over the next two years the change management 
programme will reduce operating costs by over 
£400k per annum, which represents 5% of overall 
management costs. The change management 
programme is continuing including investment in
Information Technology. Financial assessments 
have been incorporated into each new project to 
identify efficiency savings which will be delivered. 
Each project must achieve a target rate of return. 
Our financial plans reflect the savings and we will 
reduce operating costs enabling the Group to 
maximise its development capacity.

Within human resources, it has been recognised 
the Group is above average with its peers on 
sickness absence and has therefore reviewed the 
sickness absence policy to streamline processes 
and update procedures. There is a plan in place to 
improve productivity by improving management in 
this area. A lower cost pension option has been
implemented for employees as part of 
auto-enrolment legislation. An independent 
benchmarking analysis has been undertaken for 
pay rises and a sample of jobs which indicated  
the Group is within market ranges for salaries.
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What are the group's 2014-15 targets  
for improvement?

The Group Business Plan sets out the strategic 
aims and priorities, objectives and measures. 
Specific VFM priorities have been included within 
these aims to help to continue the focus. The 
Business Plan can be found on the website

at www.progressgroup.org.uk but detailed below 
is a summary of the priorities which link with VFM. 
Progress against these targets will be reported to 
the Board and will form part of the annual self-
assessment in 2015.

Report of the Group Board

Strategic 
Aim

VFM Strand Priority Measure Outcome Target

1 1: Asset 
usage

Deliver a strategy for 
provision of services for 
older people. Remodel 
and dispose of poor  
performing stock

Measure  
demand, 
voids and 
scheme  
viability

Improved 
asset  
management

Cashflow 
receipts  
of £1.6m  
for 19  
property  
disposals

1 2: Cost 
Strategy

Improve customer 
engagement for service 
delivery including digital 
technologies

Project  
delivery

Delivery of  
digital services

Deliver  
projects  
on time and 
to budget

1 4: Customer 
satisfaction

Maintain high customer 
satisfaction levels and 
involvement in decision 
making

STAR  
surveys

STAR survey 
in 2014 shows 
improved  
satisfaction 
levels

91.9%

1 4: Customer 
satisfaction

Extend Scrutiny Pool 
role to increase tenant 
empowerment and 
review findings of the 
tenant inspection  
programme

Board  
report to  
detail  
outcomes of 
Scrutiny Pool 
activity

Scrutiny Pool 
having impact 
on service  
delivery

Recom-
mendations 
implemented

2 3:  
Procurement 
and Social 
Value

Review our OJEU  
tender procurement 
mechanism to deliver 
social value

Report on 
procurement 
activities and 
social value 
contributions

More  
involvement  
in activities to 
deliver 
improved 
social value 
impact

3 significant 
contracts 
reviewed. 
Social value 
clause in 
procurement 
contracts
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Strategic 
Aim

VFM 
Strand

Priority Measure Outcome Target

2 1: Asset 
Usage

Update our  
asset management 
strategy to ensure 
appropriate  
decisions are  
made on poorer 
performing assets

We will 
understand 
what each 
asset adds to 
the business 
to take VFM 
decisions on 
these assets

Improved  
decision  
making

First stage NPV  
assessment of  
stock completed 
March 2015 
10 supported living 
properties reviewed 
by October 2014

3 1: Income 
Strategy & 

2: Cost  
Strategy

Improve  
performance for 
our KPI’s to reduce 
voids and maintain 
arrears 

Assess our 
KPI’s on a 
regular basis

Contain the impact 
of welfare reform 
within financial plan 
levels (group average 
1.1%)Reduction in 
General Needs and 
Sheltered void loss 
to 1% and 1.5% 
respectively.

3 4:  
Customer 
Satisfaction

Continue to  
improve customer 
satisfaction with  
our services by 
increasing right first 
time service  
delivery and VFM

STAR  
surveys and 
VFM self- 
assessment

High  
satisfaction 
levels 

91.9%

4 1: Income 
Strategy  
Asset  
Usage

Continue to  
develop supported  
housing and  
maximise the use 
of public funds

Assess our 
performance 
against our 
growth  
targets in  
our KPI’s

New schemes 
developed in 
line with the 
Rent and  
Development 
Strategy

100 new units

4 1: Income 
Strategy

Identify  
opportunities 
for new income 
streams

Report on 
external 
funding we 
have  
received

External  
funding  
secured to 
deliver  
services

Revenue stream 
budget for new  
contracts £0.18m
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Strategic 
Aim

VFM 
Strand

Priority Measure Outcome Target

4 1: Income 
Strategy 
Asset  
Usage

Develop in  
partnership with 
Preston City Deal 
to provide new 
accommodation in 
our local areas

We will  
understand the 
cost of new 
provision and 
the return of any 
scheme within 
our VFM strategy

New homes for 
rent

20 new units 
secured within 
this area

5 4:  
Customer 
satisfaction

Continue and 
extend all current 
quality assurance 
standards and 
accreditations and 
return high  
satisfaction levels

Board  
reports against  
performance on 
KPI’s

Demonstrate 
meeting external 
quality assurance 
standards

Maintain all 
external  
accreditations

5 2: Cost 
Strategy

Improve  
business  
processes, 
demonstrate VFM 
and continuous 
improvement

Board reports 
against  
performance  
on KPI’s

Change  
management 
programme  
will deliver  
outcomes in terms 
of staff costs and 
improved services 
and satisfaction

Achieve all  
28 KPI’s by 
March 2015

5 2: Cost 
Strategy

Improve reporting 
systems and make 
best use of IT to 
deliver service 
improvement

Board reports 
on improved 
processes and 
outcomes

New reporting  
systems

Delivery of  
projects on 
time and on 
budget

5 2: Cost 
Strategy

a) Continue to 
reduce gearing 

b) Continue to 
manage pension 
liabilities

Annual VFM 
self-assessment

Improved  
financial  
strength

Gearing  
reduction of 
0.6%. 
Pension liability 
discretionary 
payments 
£0.57m

5 All Improve service 
costing,  
procurement,  
asset  
management and 
benchmarking

Board reports 
and tenant 
group reports  
on service  
costing and  
benchmarking

More informed  
decision making

Inform future 
VFM strategy
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Strategic 
Aim

VFM Strand Priority Measure Outcome Target

5 2: Cost  
Strategy

Reviewing the 
group structure  
to complete the  
‘virtual collapse’

Board  
report and  
annual  
VFM self- 
assessment

More effective  
operating  
structure

Restructure 
complete by 
March 2015

2 3: Procurement  
and Social  
Value

Undertake social 
value exercise 
with a social 
enterprise and 
multi-national to 
participate in  
gardening  
contract

Annual VFM  
self- 
assessment

Social value  
research  
completed by 
September 2014

Evaluate social 
impact

2 3: Procurement 
and Social  
Value

Implement Green 
Champion pilot 
scheme where  
our tenants 
trained as  
inspectors for  
the gardening 
contract

Annual  
review visit 
and  
satisfaction 
survey

Performance  
improvements 
identified and  
implemented  
leading to  
increased  
customer  
satisfaction  
with the service 
provided

20  
tenants  
to be  
trained and  
operational  
by March  
2015

3 4: Benchmarking Work with  
supported  
housing providers 
through  
Housing and  
Support Alliance 
to benchmark 
costs

Report Costs  
benchmarked 
against similar 
organisations, 
possibly leading  
to efficiency gains 
and improved 
customer  
satisfaction.

Produce  
benchmarking 
information by 
March 2015

2 3: Procurement Continue our  
review of  
contracts c£3.9m

Annual  
Report

Amended contract 
arrangements

Deliver £0.1m 
savings and 
social value 
outputs
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Strategic 
Aim

VFM 
Strand

Priority Measure Outcome Target

4 1: Income 
Strategy 
and Asset 
Usage

To explore the 
cost effectiveness 
of system build, 
this will include 
environmentally 
friendly products.

Research  
undertaken

Report for action Complete by 
March 2015

4 1: Income 
Strategy 
and Asset 
Usage

Agree a Design 
Brief for affordable 
housing.  
To explore the 
best way to obtain 
resident feedback 
on newly  
developed  
properties to feed 
into Design Brief 
review and also 
to continue to 
design out service 
chargeable items 
as far as possible

Produce brief By producing a 
more sustainable 
product this will 
result in lower 
turnover and 
decreased void 
loss. In addition 
there should 
be reductions 
in maintenance 
costs if the 
specification 
of products for 
new build and 
refurbishment 
development 
align with those 
specified by our 
Property  
Services team. 

Complete by 
March 2015

There are a number of targets which reflect our direction of travel over the next few years including
reduced management cost per unit and improved processes from system changes.
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Overall assessment for VFM

The Board assesses that the Group is compliant 
with the HCA’s regulatory standard for value 
for money. The Group has a comprehensive 
strategy in place which provides a framework for 
delivering business plan objectives in conjunction 
with value for money outcomes. During the year 
specific targets have been achieved and areas of 
improvement have been detailed for future action 
which has been transparently communicated. 

The Board recognises the importance of VFM to 
improve our service delivery in a cost effective and 
efficient way. We will continue to strive to meet 
our targets and deliver our plan objectives along 
with specific savings and look forward to reporting 
progress to our customers in the next twelve 
months. 

Customers have been involved in setting the Group 
Business Plan priorities, identifying key priorities, 
reviewing services, monitoring performance, 
changing service standards and delivery 
mechanisms and approving the VFM statement. 

Board have been at the heart of the development 
of the Group Business Plan and the detail of 
the VFM approach undertaken by the Group. 
In particular the Board has prioritised areas for 
further improvement and future action in relation 
to benchmarking, active asset management 
and maximising the return on assets. Board will 
monitor progress against their plan to ensure key 
business objectives are achieved. Each year Board 
determining what resources are needed to achieve 
the Group Business Plan objectives and agree a 
range of savings within the annual budget setting 
process. The progress against these targets is 
tracked by Board quarterly and annually.

Outlook

The Group will continue to develop properties 
including participating in the HCA Affordable 
Homes Programmes 2011/15 and 2015/18 and 
the Affordable Homes Guarantees Programme by 
way of continuous market engagement. In addition 
it will continue to explore other ways in which it 
can deliver more homes. The increased risks of 
developing with lower levels of grant provides 
challenges which the Group will manage.

Principal Risks and Uncertainties

The Group regularly assesses and reports on 
the principal risks. Risks are recorded in the 
risk register which is reviewed quarterly and 
records key controls to manage each risk, who 
is responsible for the control and how the control 
effectiveness is monitored. Risks are analysed 
according to their impact and probability given 
the control environment. The main risks that may 
prevent the Group achieving our objectives are 
outlined below.

Impact of Government Policy Changes

The Group assesses the potential impact on 
the organisation of government policy changes 
including welfare reform and the funding of new 
affordable homes. It continually reviews the impact 
of welfare reform changes on its customers and 
on the Group cash flow position. The main areas 
which could be affected are rent arrears and empty 
property position. 

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014
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The Group identifies and engages with residents 
at risk and the Financial Inclusion Team supports 
individual customers to manage their finances. 
Close working relationships with local authority 
Housing Benefit departments has enabled 
the effective exchange of information to target 
resources on those affected. Welfare reform 
changes in respect of tenants in supported living 
accommodation have yet to be finalised by the 
Government. Officers continually monitor output 
from the Department for Work and Pensions and 
are ready to react to any changes as they are 
published.

There is a continuous improvement team for voids 
to ensure properties are closely monitored and 
take appropriate action.

The financial plans take account of the potential 
impact of welfare reforms on the Group’s financial 
position. Provisions have been made within the 
financial plan for increases in the levels of bad 
debts although impacts remain uncertain. A 
welfare reform action plan is in place to manage all 
the risks.

Loss of Key Contracts

There are a number of important contracts in 
place which generate income for the Group. 
These include supporting people and contracts 
to provide social alarm services. These are closely 
monitored for any anticipated changes, consider 
other options and review the associated cost base 
to minimise the impact of any losses.

Impact of Accounting Standard Changes

The Group is in a period of transition from current 
UK GAAP to Financial Reporting Standard 102. 
This is a significant change in application of new 
accounting standards and the Group has a project 
team to manage the implications of the transition. 
It is working closely with the external auditors and 
the Audit Committee to identify and manage the 
significant implication.

Major supplier/contractor failure

The Group undertakes due diligence checks on 
suppliers and contractors and the Procurement 
Team oversees all suppliers and contractors on 
the Group’s supplier list. It also assesses significant 
new contracts using a methodology which requires 
where appropriate risk mitigation factors to be 
actioned prior to contractual commitments.

IT and Business Project Management

The Group is investing more than £2.5m over 
three years in IT to deliver improved systems 
and processes for customers and staff. A 
robust internal governance framework has 
been established to oversee this programme of 
change. The framework controls both the capital 
investment and the process re-engineering 
aspects of the change programme. 

At the centre of the framework is the project 
board which includes all the Group’s operational 
directors. The project board meets on a monthly 
basis and is tasked with ensuring that all aspects 
of the programme are delivered as specified, on 
time and within budget. 

Report of the Group Board
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Risk Management

Risk Management is embedded throughout the 
Group with each department in the organisation 
participating in a risk management process, which 
includes:

•	 	The operation of Risk Maps and Risk Reports
•	 	The Group Audit Committee act in a risk 

management role on behalf of the Group and its 
subsidiaries

•	 	Internal Audit carrying out a review of the 
corporate risk management processes

•	 	Control checks for compliance that are regularly 
reviewed to ensure the Group adopts best 
practice.

Corporate Governance

The Group operates under National Housing 
Federation’s Code of Good Governance 2010 and 
seeks at all times to comply with this and with best 
practice with regards to corporate governance. 
Compliance is reviewed on an annual basis 
with the outcome of the review being reported 
to the Group’s Remuneration and Governance 
Committee. 

The adoption of and reporting of any variation 
from the adopted code is part of the regulators 
regulatory requirements. This statement is therefore 
part of the Group’s regulatory compliance and 
is presented on a “comply or explain” basis. 
Following the annual review of compliance in 
2013 and the actions taken following this, it is the 
Group’s assertion that it fully complies with the 
code. 

Governance Structure

The Board of Progress Housing Group sets 
the strategic direction for the Group as a whole 
through the preparation and monitoring of the 
Group’s business plan and through a series of 
corporate policies. The framework of control set 
out in the Intra Group Agreement, Scheme of 
Delegation, Financial Regulations and the Groups 
Code of Governance provides the structure of 
governance within the group. The Group Board 
oversees the Group-wide governance, risk 
management, funding and treasury management 
matters.
 
In January 2014 Key Unlocking Futures Limited 
joined Progress Housing Group. The Charity 
operates under a different grouping deed to the 
other registered providers within the group to 
provide a separation between the social housing 
and non-social housing activities within the Group. 

The Group and Subsidiary companies have 
established a number of standing committees to 
undertake work on behalf of the Group members. 
Each committee has its own terms of reference as 
set out within the Group’s Code of Governance. 
The composition of each of the committees and  
a brief résumé of their role is set out below. 

The standing committees of the Group 
consist of:

Group Audit Committee

Comprising up to six Non-Executive Directors, one 
of whom is independent of any other Board, the 
committee has responsibility for the oversight of 
the internal audit programme, recommending the 
appointment of the external auditors, approving 
accounting policies and approving the risk control 
framework. The Group Audit Committee act in a 
risk management role on behalf of the Group and 
its subsidiaries.
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Group Remuneration & Governance 
Committee

The committee comprises up to six 
Non-Executive Directors and is responsible 
for setting remuneration policy for staff and 
Non Executives, together with overseeing all 
other Human Resource policies. In addition the 
committee oversees the appraisal of the Chief 
Executive, and recommends to the Group 
Board the CEO remuneration package for 
their approval. The committee also acts as the 
Nominations Committee for the Group making 
recommendations to the AGMs for appointments 
to the boards across the Group. 

Directors

The names of the directors who have served 
during the year are shown on Page 2 and the 
Board would like to thank them all for their support 
and continued interest in the work of the Group.

Internal Controls Assurance

Compliance Statement

The Board has overall responsibility for establishing 
and maintaining the whole system of internal 
control and for reviewing its effectiveness. This 
applies for all subsidiaries within the Group.

The Board recognises that no system of internal 
control can provide absolute assurance or 
eliminate all risk. The system of internal control is 
designed to manage risk and provide reasonable 
assurance that key business objectives and 
expected outcomes will be achieved. It also 
exists to give reasonable assurance about 
the preparation and reliability of financial and 
operational information and the safeguarding of  
the Group’s assets and interests.

In meeting its responsibilities, the Board has 
adopted a risk-based approach to internal 
controls, which are embedded within the normal 
management and governance process. This 
approach includes the regular evaluation of the 
nature and extent of risks to which the Group is 
exposed and is consistent with best practice.

The processes adopted by the Board in reviewing 
the effectiveness of the system of internal control, 
together with some of the key elements of the 
control framework include:

Identification and evaluation of key risks

Management responsibility has been clearly 
defined for the identification, evaluation and control 
of significant risks. There is a formal and on-going 
process of management review in each area of 
the Group’s activities. This process is co-ordinated 
through a regular monitoring framework and 
reported to the Group Audit Committee (in their risk 
management role). The Executive Team regularly 
considers reports on significant risks facing the 
Group and are responsible for reporting to the 
Board any significant changes affecting key risks.

Internal and external audit functions

The Internal Audit function is either commissioned 
externally where expertise is required or resourced 
in-house and reports directly to the Executive 
Director (Finance & Resources) although 
mechanisms are in place to ensure that the Head 
of Internal Audit remains independent. The annual 
Internal Audit programme, which is approved (and 
reviewed each quarter) by Group Audit Committee, 
is linked to the risk identification process. 
Departmental risk maps are used as a reference 
point for internal audit work and all audit reports are 
reviewed by Group Audit Committee.

Report of the Group Board
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Internal Audit endeavour to ensure that all  
audit work is in with compliance with the 
International Standards for Professional Practice  
of Internal Auditing.

The external auditors have been in regular contact 
with the Group, including attendance at Group 
Audit Committee meetings and liaison with internal 
auditor. Non-audit work undertaken by the external 
auditors is limited and therefore it is considered that 
audit independence is not compromised. Where 
appropriate, specific specialist audits have been 
outsourced.

Financial Statements Disclosures

The Group Audit Committee has received 
regular reports during the year with regard to 
any proposed significant changes to accounting 
policies and estimates affecting the accounts. 
These reports include, proposed and actual 
changes to the Statement of Recommended 
Practice and the Accounting Direction for Housing 
Association Registered Providers, exposure draft 
IAS 17 (Leases) and the introduction of IFRS based 
standard to replace existing UK GAAP have been 
reported (FRS102).

Monitoring and corrective action

The process of control self-assessment and regular 
management reporting on control issues provides 
hierarchical assurance to successive levels of 
management, the Group Audit Committee and to 
the Board. This includes a rigorous procedure for 
ensuring that corrective action is taken in relation 
to any significant control issues, particularly those 
with a material impact on the financial statements.

Control environment and control procedures

The Board retains responsibility for a defined range 
of issues covering strategic, operational, financial 
and compliance issues including Treasury strategy 
and new investment projects. The Board has 
adopted and disseminated to all employees, the 
Group’s Code of Governance. This sets out the 
Group’s policies with regard to the quality, integrity 
and ethics of its employees. It is supported by a 
framework of policies and procedures with which 
employees must comply. 

These cover issues such as delegated authority, 
segregation of duties, accounting, treasury 
management, health and safety, data and asset 
protection and fraud detection and prevention. A 
comprehensive Board Member self-assessment 
and training programme has been developed to 
ensure that Board Members remain professionally 
updated and are equipped with the skills to meet 
the needs of the business.

It is inherently recognised that the Group does not 
tolerate fraud and action is taken to reduce the risk 
of fraud through systems of internal control. The 
fraud policy and response plan and whistleblowing 
(raising concerns at work) policy are incorporated 
within the Governance framework.

The Group continued to retain its external 
accreditations providing external assurance 
regarding the effectiveness of the Group’s systems 
and procedures. 
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The HCA’s latest regulatory judgement on 
the Group (January 2014) concluded that 
Progress Housing Group:

•	 	Meets the regulator’s requirements on 
governance but needs to improve some aspects 
in its governance arrangements to support 
continued compliance (G2).

•	 	Meets the regulator’s requirements on viability 
and has the capacity to mitigate its exposures 
effectively (V1).

This regulatory judgment downgrades the HCA’s 
previous assessment of the Group’s governance 
rating to G2. The downgrade is the result of the 
regulator’s assessment of the Group’s compliance 
with the Value for Money standard. The concerns 
raised have been fully reported to Board and 
responded to in detail. A detailed action plan has 
been agreed and approved and implementation 
has commenced in line with the agreed timescales. 
As a consequence the Board feel that the failure 
in the internal control has now been resolved and 
appropriate assurance will be provided prior to 
publication of future VFM self-assessments.  

Information and financial reporting systems

Financial reporting procedures include detailed 
budgets for the year ahead and forecasts for 
subsequent years. These are reviewed and 
approved by the Board. The Board reviews the 
management accounts each quarter which 
highlight and explain any significant budget 
variances. The Board also regularly reviews 
key performance indicators to assess progress 
towards the achievement of key business 
objectives, targets and outcomes.

The internal control framework and the risk 
management process are subject to regular review 
by Internal Audit who are responsible for providing 
independent assurance to the Board via the Group 
Audit Committee. The Group Audit Committee 
considers internal control and risks at each of its 
meetings during the year.

All significant new initiatives, major commitments 
and investment projects are subject to formal 
review and authorisation, through the Funding 
Appraisal Team (FAT), and require Board approval.

The Board confirms that there is an on-going 
process for identifying, evaluating and managing 
significant risks faced by the Group. This process 
has been in place throughout the year under 
review and is regularly reviewed by the Board. 
The Board has conducted its annual review of the 
effectiveness of the systems of internal control 
and has taken account of any changes needed to 
maintain the effectiveness of the risk management 
framework and the control process. It can 
confirm that, except for the regulatory judgement 
mentioned above, there have been no significant 
weaknesses in controls resulting in material losses, 
contingencies or uncertainties, which would have 
required disclosure in the financial statements.

Donations

The Group made £16,850 charitable donations 
during the year (2013: £22,597). 

Going Concern

After making appropriate enquiries, and 
considering the impact of new developments and 
activities, the Board is satisfied that no significant 
risks or exposures exist other than those disclosed 
in the financial statements. The Board also 
considers that the Group has adequate resources 
to continue operating for the foreseeable future. 
For these reasons, therefore, the Board continues 
to adopt the Going Concern basis in preparing the 
financial statements.

Report of the Group Board
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Statement of Compliance

This operating review has been prepared in 
accordance with Reporting Statement on the 
Operating and Financial Review.

Statement of Disclosure to the Auditors

At the time of approval of this report:

a)  so far as the Board Members are aware, there 
is no relevant audit information of which the 
Group’s auditor is unaware, and  

b)  the Board Members have taken all steps that 
they ought to have taken as Board Members in 
order to make themselves aware of any relevant 
audit information and to establish that the 
Group’s auditor is aware of that information.  

Auditors

KPMG LLP have expressed their willingness to 
continue in office, accordingly a resolution is to be 
proposed at the Annual General Meeting for their 
re-appointment.

Annual General Meeting

The Annual General Meeting of the Group and 
its subsidiaries will be held at Sumner House, 
Leyland, Lancashire on 1st September 2014. 

Secretary
1st September 2014
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Statement of Board's responsibilities  
in respect of the Board's report and the 
financial statements

The Board is responsible for preparing the Board’s 
Report and the financial statements in accordance 
with applicable law and regulations. 

Industrial and Provident Society law requires the 
Board to prepare financial statements for each 
financial year. 

Under those regulations the Board have elected 
to prepare the financial statements in accordance 
with UK Accounting Standards.

The financial statements are required by law to  
give a true and fair view of the state of affairs of  
the association 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 UK Accounting 
Standards and the Statement of Recommended 
Practice 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 association will continue  
in business. 

The Board is responsible for keeping proper 
accounting records that disclose with reasonable 
accuracy at any time the financial position of the 
association and enable them to ensure that its 
financial statements comply with the Industrial 
and Provident Societies Acts 1965 to 2003, the 
Housing and Regeneration Act 2008 and The 
Accounting Direction for Social Housing in England 
April 2012. The Board has general responsibility 
for taking such steps as are reasonably open to it 
to safeguard the assets of the association and to 
prevent and detect fraud and other irregularities. 

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

Board Member

Statement of Board's Responsibilities
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Independent auditor's report to the members 
of Progress Housing Group

We have audited the financial statements of 
Progress Housing Group Limited for the year 
ended 31 March 2014 which comprise the 
Group and Association Income and Expenditure 
Account, the Group and Association Statement 
of Total Recognised Surpluses and Deficits, the 
Group and Association Balance Sheet, the Group 
Cash flow and the related notes. The financial 
reporting framework that has been applied in their 
preparation is applicable law and UK Accounting 
Standards (UK Generally Accepted Accounting 
Practice).

This report is made solely to the association's 
members, as a body, in accordance with section 
128 of the Housing and Regeneration Act 2008 
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  
and auditor

As more fully explained in the Statement of 
Board's Responsibilities set out on page 42, 
the association's Board is responsible for the 
preparation of financial statements which 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 International Standards on Auditing (UK and 
Ireland). Those standards require us to comply  
with the Auditing Practices Board's (APB's)  
Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial 
statements is provided on the APB's website at 
www.frc.org.uk/apb/scope/private.cfm. 

Opinion on financial statements

In our opinion the financial statements:

•	 	give a true and fair view, in accordance with  
UK Generally Accepted Accounting Practice,  
of the state of affairs of the Group and 
Association as at 31 March 2014 and of the 
Group and Association’s surplus for the year 
then ended; and

•	 	have been properly prepared in accordance 
with the Industrial and Provident Societies Acts 
1965 to 2003 and the Industrial and Provident 
Societies (Group Accounts) Regulations 1969, 
the Housing and Regeneration Act 2008 and 
the Accounting Direction for Private Registered 
Providers of Social Housing 2012.
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Matters on which we are required to report 
by exception

We have nothing to report in respect of the 
following matters where the Industrial and 
Provident Societies Acts 1965 to 2003 and 
the Industrial and Provident Societies (Group 
Accounts) Regulations 1969 require us to report  
to you if, in our opinion:

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

•	 	the Association has not kept proper accounting 
records; or

•	 	the financial statements are not in agreement 
with the books of account; or

•	 	we have not received all the information  
and explanations we need for our audit.

Hywel Jones  
for and on behalf of KPMG LLP,  
Statutory Auditor 
Chartered Accountants 
St James’ Square 
Manchester 
M2 6DS

 
Date:

Report of the Independent Auditor (continued)
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Income and Expenditure Account 
For The Year Ended 31 March 2014
   Group  Company

  Notes  2014  2013  2014  2013
   £’000’s £’000’s £’000’s £’000’s

Turnover  2  68,842  64,084  24,182  22,373
Operating costs  2  (45,730)  (43,098)  (23,399)  (21,528)
Cost of sales  2  (112)  (143)  - -

Operating surplus   23,000  20,843  783  845

Deficit on disposal of fixed assets  6  (299)  (307)  - (6)
Interest receivable  7  256  273  4  4
Interest payable and similar charges  8  (11,716)  (11,561)  (243)  (318)
Gift aid  9  -  -  -  (100)
Share of Joint Venture (loss) / profit  13  (97)  98  -  -

Surplus on ordinary activities before taxation   11,144  9,346  544  425

Tax on surplus on ordinary activities  10  (152)  (67)  (152)  (67)

Surplus on ordinary activities for the  
year after taxation   10,992  9,279  392  358

Statement of Historical Cost Surpluses
For The Year Ended 31 March 2014
   Group  Company

   2014  2013  2014  2013
   £’000’s £’000’s £’000’s £’000’s

Reported surplus on ordinary activities before taxation   11,144  9,346  544  425
Realisation of housing property revaluation reserve  
on disposals   270  264  -  13
Historical cost surplus on ordinary activities  
before taxation   11,414  9,610  544  438

Historical cost surplus for the year after taxation   11,262  9,543  392  371
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Statement of Total Recognised Surpluses and Deficits
For The Year Ended 31 March 2014
   Group  Company

  Notes  2014  2013  2014  2013
   £’000’s £’000’s £’000’s £’000’s

Surplus on ordinary activities for the year after taxation   10,992  9,279  392  358
Actuarial gain / (loss) on pension scheme  29  3,498  (2,430)  2,565  (1,584)
UK deferred tax attributable to actuarial (gain) / loss  29  (700)  1,212  (700)  1,212
Unrealised surplus/(deficit) on revaluation  22  19,450  15,518  (282)  (505)

Total surpluses/(deficits) recognised  
since last annual report   33,240  23,579  1,975  (519)
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Balance Sheet
As at 31 March 2014
   Group  Company

Tangible Fixed Assets Notes  2014  2013  2014  2013
   £’000’s £’000’s £’000’s £’000’s

Housing properties at valuation/cost 11  574,562 535,955 4,281 4,689
Social housing and other capital grants 11 (81,184)  (80,153)  - -
   493,378 455,802 4,281 4,689

Other tangible fixed assets 12 4,912 4,488 2,177 1,691
   498,290 460,290 6,458 6,380
Intangible Fixed Assets 
Share in joint venture 13 1,926 2,040 - -
  
Current Assets 
Stock of housing properties for sale / other stock 14 437 536 35 36
Debtors 15 5,467 6,609 2,094 2,038
Investments 16 1,973 4,188 - 174
Cash at bank  993 751 (2) -
   8,870 12,084 2,127 2,248
Less Creditors 
Amounts falling due within one year 17 (9,678) (11,374) (2,985) (3,034)

Net current (liabilities) / assets  (808) 710 (858) (786)

Total assets less current liabilities  499,408 463,040 5,600 5,594

Creditors
Amounts falling due within one year 20 264,930 258,732 3,456 3,577
Pension liability 29 6,171 9,241 3,183 5,031

Capital and reserves
Share capital 21 - - - -
Revaluation reserves 22 171,546 152,366 1,071 1,353
Designated reserves 22 138 - - -
Revenue reserves  56,623 42,701 (2,110) (4,367)

   499,408 463,040 5,600 5,594

The notes on pages 49 to 74 form an integral part of the financial statements. 
The financial statements on pages 45 to 74 were approved by the Board of Management on 28th July 2014 
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Cash Flow Statement
For The Year Ended 31 March 2014
   Group  Company

  Notes    2014  2013
   £’000’s £’000’s £’000’s £’000’s
Net cash inflow from operating activities    27,926   27,880
Dividends received from joint venture  13   -   117
Returns on investments and servicing of finance  26   (11,579)   (11,353)
Capital expenditure
Acquisition and construction of housing   (21,818)  (28,287)
Purchase of housing property components   (3,543)   (3,513)
Capital grants   2,254   4,819
Purchase of other fixed assets   (1,058)  (710)
Loan repaid by joint venture company   18   83
Proceeds of sale of housing properties  1,242  1,006
Net cash outflow for capital expenditure    (22,905)   (26,602)
Net cash outflow before management
of liquid resources and financing    (6,558)   (9,958)
Management of liquid resources
Cash withdrawn/(placed in) from short term deposits   2,215   (1,699)
    2,215  (1,699)
Corporation tax paid    (171)  (68)
Financing  26   5,883   11,978

Increase in cash  26   1,369   253

Reconciliation of operating surpluses  
to net cash inflow from operating activities 
Operating surplus    23,000   20,843
Development for sale    (27)   (55)
Depreciation and amortisation charges    5,682   5,214
Gain on acquisition    (153)   -
Impairment charges    288   408
Difference between pension charge and cash contributions    (335)   (595)
Cash (out)/in flow from decrease/(increase) in debtors    128   488
Cash (out)/in flow from increase/(decrease) in creditors    (658)   1,582
Cash in/(out) flow from (increase)/decrease in stock    1   (5)

Net cash inflow from operating activities    27,926   27,880
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Reconciliation of net cash flow to movement in net debt 
Increase in cash    1,369   253
(Decrease)/increase in liquid resources    (2,215)   1,699
Change in loans   (5,902)   (11,965)
Issue costs  26  19  (5,883)  -
Change in net debt resulting from cashflows    (6,729)   (11,965)
Amortisation of issue costs    (315)   (13)
Change in net debt  26   (7,044)   (10,026)
Net debt at 1st April  26  (254,942)   (244,916)

Net debt at 31st March  26  (261,986)   (254,942)
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(1) Basis of Accounting

The financial statements of the Group are 
prepared in accordance with applicable 
financial reporting standards in the UK and 
the Statement of Recommended Practice for 
Registered Social Landlords (SORP) issued 
in 1999 and updated in 2010, the Statement 
of Recommended Practice for Charities 2005 
and updated in May 2008 (in relation to Key 
Unlocking Futures Limited) and comply with 
The Accounting Direction for Social Housing in 
England April 2012.

The Joint Venture is accounted for using the 
Equity method in accordance with FRS 9.

The financial statements are prepared on 
a revaluation basis for complete housing 
properties only.

Other accounting policies have been 
consistently applied from the prior year and 
throughout the Group. A summary of the more 
important accounting policies, which have been 
applied consistently, is set out below.

During the year, Key Unlocking Futures Limited 
joined the Group. The gain on acquisition 
represents the fair value of the net assets of 
the charity on the date of acquisition. As the 
acquisition of the charity was a non exchange 
transaction, the negative goodwill generated on 
acquisition is written off in the same year as a 
gain in the Income and Expenditure account.

The Group believes it has adequate resources 
to manage its business risks successfully 
despite the current economic climate. The 
Report of the Board details the Group’s 
objectives, policies and processes for managing 
its financial risks. Therefore the going concern 
basis of accounting has been adopted in the 
preparing the financial statements.

(2) Turnover

Turnover comprises:

•	 	Rental income receivable from tenants and 
leaseholders in the year;

•	 Revenue grants receivable;

•	 	Income receivable from other services 
supplied in the year excluding VAT;

•	 Income from sales of housing properties.

(3) Housing Properties

Completed housing properties are stated at 
valuation: for market rented properties, on 
the basis of market value (MV), for all other 
properties on the basis of existing use for social 
housing (“EUV-SH”) or existing use for social 
housing with sales (“EUV-SH with sales”). 
For a number of properties, the historic cost 
less depreciation of the property exceeds the 
valuation (being EUV-SH or EUV-SH with sales), 
thus creating a negative revaluation reserve.  
For such properties impairment testing has 
been performed.

Intragroup leased properties are held at the 
present value of future cash flows.

Staff flats are held at historic net book value  
as these units do not generate any rental  
cash flows.

Completed housing properties have been split 
between their land and structure costs and a 
specific set of major components that require 
periodic replacement.

1. Accounting policies
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Refurbishment or replacement of such a 
component is capitalised and then depreciated 
on a straight line basis over the estimated useful 
economic life of the component at the following 
rates:

Structure    shorter of 80 years 
     or the length of  
     the lease.

Kitchen    10-15 years

Bathrooms    15-30 years

Boilers    15 years

Heating system   30 years

Windows & doors   30 years

Lifts     25 years

Photo Voltaic Installations  25 years

Freehold land is not depreciated. Depreciation 
for the key worker accommodation properties 
is over the minimum period of the lease 
concession, (42 years).

Housing properties in the course of construction 
are stated at cost less Social Housing Grant 
(“SHG”) and are transferred to housing 
properties held for letting when completed. 
Development costs which arise directly from 
the construction or acquisition of a property are 
capitalised to housing properties in the course 
of construction.

(4) Social Housing Grant and  
Other Capital Grants 

SHG can be recycled by the Registered 
Provider under certain conditions, if a property is 
sold, or if another relevant event takes place. In 
these cases, the SHG can be used for projects 
approved by the Homes and Communities 
Agency. However, SHG may have to be repaid if 
certain conditions are not met.

The net SHG received and not spent is included 
in current liabilities, taking into account all 
properties under construction. SHG allocated to 
lease properties is included in current liabilities 
and amortised over the lease term.

In certain circumstances, SHG may be 
repayable, and, in that event, is a subordinated 
unsecured repayable debt. Other capital grants 
are also repayable under certain conditions and 
may be secured by first legal charge on the 
assets they financed.



51

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

(5) Capitalisation of Interest  
and Development Overheads

Interest is capitalised on loans financing 
schemes in development up to the point of 
practical completion. This is calculated by 
reference to the Group’s cost of borrowing and 
relevant development costs.

Administration costs relating to development 
activities are capitalised based on an 
apportionment of the support costs directly 
incurred on this activity.

(6) Other Tangible Fixed Assets and 
Depreciation

Other tangible fixed assets are stated at cost 
less accumulated depreciation. Depreciation is

provided on a straight line basis, at rates 
considered appropriate to write off the assets 
over their effective working lives as follows:-

•	 	Fixtures and Fittings 

  Straight Line Basis over 3-5 years  
or the length of the lease.

•	 	Freehold Offices and Commercial 
properties 

 Straight Line Basis over 30-50 years.

•	 	Leasehold Offices 

  Straight Line Basis over the lease term or  
the term deemed where economic benefit  
will be derived from the asset.

•	 	Computer Equipment 

  Straight Line Basis over 3-7 years  
of the length of the lease.

(7) Pensions

Progress Housing Group Limited participates 
in Lancashire County Council’s Superannuation 
Fund and the Social Housing Pension Trust. 
For current service, mandatory contributions 
to the pension schemes are calculated as 
a percentage of pensionable salaries of 
employees, determined in accordance with 
actuarial advice. Past service contributions are 
based on lump sums. The cost of providing 
pensions is charged to the period over which 
the Group benefits from the employee’s service, 
in accordance with FRS17.

(8) Major Repairs and Improvements

Works to existing properties which replace a 
component that has been treated separately 
for depreciation purposes, along with those 
works that result in an increase in net rental 
income over the lives of the properties, thereby 
enhancing the economic benefits of the assets, 
are capitalised as improvements.
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(9) Taxation

The Group parent is liable to United Kingdom 
Corporation Tax, with charitable subsidiaries 
in the Group. Where applicable, taxation is 
provided for at the rates prevailing at the 
Balance Sheet date.

The Group has also adopted the accounting 
standard for deferred tax (FRS 19), therefore 
provision is made for deferred taxation in full on 
any timing differences, on all major categories 
to the extent that it is possible that a liability will 
crystallise.

(10) Value Added Tax

The Group is registered for VAT. A large 
proportion of its income, including rents,  
is exempt from VAT. Most of its expenditure 
is therefore subject to VAT which cannot be 
reclaimed and expenditure is therefore shown 
inclusive of VAT. Any VAT recovered under  
the partial exemption calculation is credited  
to the Income and Expenditure Account.

(11) Stock

Stock represents the share of unsold shared 
ownership properties and van stock of the 
Property Services Division.

(12) Bad and Doubtful Debts

The Group provides against rent arrears of 
current and former tenants and other trade 
debtors to the extent that they are considered 
to be irrecoverable.

(13) Operating Leases

The rental payments on operating leases 
are charged to the Income and Expenditure 
Account on a straight-line basis over the term  
of the lease.

(14) Finance Costs

Finance costs include interest, arrangement fees 
and non-utilisation fees. All costs are written off 
over the period of the loan, except that interest 
is capitalised on loans financing schemes in 
the course of development as explained in 
accounting policy note (5).

(15) Service Charge Sinking Funds

Service charge sinking funds are accounted  
for within creditors.
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(16) First Tranche Shared Ownership Sales

The Group has adopted the accounting 
treatment in the SORP 2010 such that:

•	 	Shared Ownership (SO) properties are split 
proportionally between current 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; and

•	 	The remaining element of the SO property 
is accounted for as a fixed asset so that any 
subsequent sale is treated as a part disposal  
of a fixed asset.

(17) Designated Reserves

The designated reserves are in respect of 
Key Unlocking Futures Limited, a charitable 
subsidiary which joined the Group on 1st 
January 2014. Key works with young people 
to provide support for young people who are 
homeless or at risk of becoming homeless.
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        2013

   Operating Cost of Operating
  Turnover Costs Sales Surplus/ (Deficit)
  £’000’s £’000’s £’000’s £’000’s

Social Housing Lettings (note 3a)  57,657  (39,098)  -  18,559
Other Social Housing Activities (note 3b)
Supporting people  145  (171)  -  (26)
Lottery funding  72  (72)  -  -
Lease income  22  -  -  22
Development for sale
Social housing property sales  198  -  (143)  55
Non Social Housing Activities (note 3c)
Lettings  602  (241)  -  361
Other  5,388  (3,516)  -  1,872

Total  64,084  (43,098)  (143)  20,843

   
     2014 

   Operating Cost of Operating
  Turnover Costs Sales Surplus/ (Deficit)
  £’000’s £’000’s £’000’s £’000’s

Social Housing Lettings (note 3a)  62,664  (41,763) -  20,901

Other Social Housing Activities (note 3b)
Supporting people  144 (168)  - (24)
Lease income  23  -  -  23
Development for sale
Social housing property sales  137  -  (112)  25
Non Social Housing Activities (note 3c)
Lettings  596  (167)  -  429
Other  5,125  (3,632)  -  1,493
Gain on acquisition  153  -  -  153

Total  68,842  (45,730)  (112)  23,000

2 Turnover, Operating Costs  
and Operating Surpluses

Key transferred its assets and liabilities to a newly registered charity Key Unlocking Futures Limited on 1st January 
2014. Key Unlocking Futures Limited was acquired by the Group on 1st January 2014 for nil consideration which 
has generated a gain within Group based on the fair value of £153k.
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2 Turnover, Operating Costs and Operating Surpluses

Company

     
   2014

   Operating  Operating
  Turnover  Costs  Surplus
  £’000’s £’000’s £’000’s
 

Social Housing Lettings (note 3a)  137  (32)  105

Non Social Housing Activities (note 3c)

Lettings    
  151  (25)  126
Other  23,894  (23,342)  552

Total  24,182  (23,399)  783

     
   2013

   Operating  Operating
  Turnover  Costs  Surplus
  £’000’s £’000’s £’000’s
 

Social Housing Lettings (note 3a)  155  (25)  130

Non Social Housing Activities (note 3c)

Lettings  150  (26)  124
Other  22,068  (21,477)  591

Total  22,373  (21,528)  845

Other relates to corporate and property services provided to other group companies see note 3c.



56

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

3(a) Income and Expenditure from Social Housing Lettings

Group Consolidated

  General Housing
  needs for older Supported Shared Total Total
  housing people  housing ownership 2014  2013
  £’000’s £’000’s £’000’s £’000’s £’000’s £’000’s

Income
Rent receivable net of identifiable 
service charges  19,503  5,462  26,647  137  51,749  47,645
Service charge income  484  1,236  6,237  16  7,973  7,301
Other income  143  56  110  -  309  177
Charges for support services  20  718  318  -  1,056  1,120
Void guarantees and revenue grants  50  -  1,527  -  1,577  1,414

Turnover from social  
housing lettings  20,200  7,472  34,839  153  62,664  57,657

Expenditure
Management  (5,890)  (78)  (3,002)  (1)  (8,971)  (8,789)
Service charge costs and support  (573)  (1,809)  (7,186)  (14)  (9,582)  (8,978)
Routine maintenance  (4,723)  (277)  (4,260)  (7)  (9,267)  (8,058)
Planned maintenance  (1,082)  (24)  (316)  -  (1,422)  (1,480)
Major repairs expenditure  (1,643)  (415)  (1,591)  -  (3,649)  (3,171)
Bad debts  (422)  (32)  (8)  -  (462)  (492)
Property lease charges  -  -  (3,658)  -  (3,658)  (3,435)
Depreciation of housing properties  (2,054)  (381)  (1,968)  (16)  (4,419)  (4,026)
Impairment of housing properties  (17)  -  (271)  -  (288)  (408)
Other costs  (6)  (25)  (14)  -  (45)  (261)

Operating costs on social  
housing lettings  (16,410)  (3,041)  (22,274)  (38)  (41,763)  (39,098)

Operating surplus  
on lettings activities  3,790  4,431  12,565  115  20,901  18,559

Void losses (included within 
rental income)  (265)  (196)  (2,840)  -  (3,301)  (2,880)

A number of the void losses above are subject to agreements where Group is compensated for its losses. 
These void guarantees, which are not included in the void losses above, are chargeable to third parties in the 
year and totalled £1.5m (2013: £1.3m). 
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3(a) Income and Expenditure From Social Housing Lettings

Company

3(b) Turnover From Other Social Housing Activities

Group
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     2014 2013
   General Shared 
    needs  ownership  Total  Total
   £’000’s £’000’s £’000’s £’000

Income

Rent receivable net of identifiable service charges   3  120  123  120
Service income   -  14  14  27
Other Income   -  -  -  8

Turnover from social housing lettings   3  134  137  155

Expenditure
Routine maintenance   -  (7)  (7)  (3)
Services   -  (13)  (13)  (10) 
Depreciation of housing properties   -  (12)  (12)  (12)

Operating costs on social housing lettings   -  (32)  (32)  (25)

Operating surplus on social housing lettings   3  102  105  130

   Group
   
   2014 2013 
    £’000’s £’000’s 

Other
Supporting people   144  145
Lottery funding   -  72
Lease income   23  22

Total   167  239
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   Group  Company

   2014 2013 2014 2013
   £’000’s £’000’s £’000’s £’000’s
Lettings
Other rented   459  424  151  150
Commercial properties   137  178  -  -
   596  602  151  150
Other
Key worker accommodation   3,234  3,119  -  -
Progress Lifeline services   1,160  1,110  -  -
Agency agreements   7  10  -  -
Property Services external income   202  751  202  751
Support services   83  -  -  -
Property services provided to other group companies   -  -  13,820  12,394
Corporate services provided to other group companies   -  -  9,869  8,919
Lease income   336  323  -  -
Other   103  75  3  4

   5,125  5,388  23,894  22,068

   Group  Company

   2014 2013 2014 2013
   £’000’s £’000’s £’000’s £’000’s
Social housing
General needs housing:
At social rent   4,183  4,237  -  1
At affordable rent   253  96  -  -
Supported housing   2,932  2,826  -  -
Supported housing operating under a PFI service
concession   315  315  -  -
Housing for older people   1,370  1,363  -  -
Low cost home ownership   91  89  49  49
Total social housing   9,144  8,926  49  50

Non social housing
Key worker accommodation   9  8  -  -
Key worker accommodation operated under a service
concession   573  573  -  -
Market rented   30  29  27  27
Other   91  91  -  -
Total non social housing   703  701  27  27

Total owned and managed   9,847  9,627  76  77

   Group  Company

       2014   2013  2014  2013
   £’000’s £’000’s £’000’s             £’000’s
Is stated after charging:-
Auditors remuneration (excluding VAT)
 In their capacity as auditors   29  28  3  3
 In respect of other services   36  17  8  -
Depreciation of tangible fixed assets
 - Housing properties   5,089  4,700  45  45
 - Other fixed assets   607  528  383  314
Grant amortisation   (14)  (14)  -  -
Impairment of housing properties   288  408  -  -
Hire of other assets - operating leases
 - Housing properties   3,703  3,408  45  45
 - Other fixed assets   355  306  300  260

3(c) Turnover From Non Social Housing Activities

4 Accommodation in Management

5 Surplus For The Year

Supported housing units represent the number of tenancies, rather than the number of properties, as some properties are shared by
up to four tenants. The Group owns 53 properties (2013: 66) that are managed on its behalf, under management agreements, by other bodies.

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014
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   Group   Company
   
   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

Sale proceeds   1,210  1,035  86  54
Cost of sales   (1,481)  (1,115)  (86)  (60)
Operating costs associated with sales   (28)  (227)  -  -

(Deficit)   (299)  (307)  -  (6)

Impairment charges of £0.2m have been accounted for in current and prior year on supported, right to buy and 
shared ownership housing properties disposed in the year.

6 (Deficit) on Disposal of Fixed Assets

   Group   Company
   
   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

Bank interest receivable   25  41  4  4
Interest on loan to joint venture company (See note 13)   231  232  -  -
   256  273  4  4

7 Interest Receivable and Similar Income

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

8 Interest Payable and Similar Charges   Group   Company
   
   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

On bank loans:
 Repayable within 5 years   1,057  440  11  -
 Repayable wholly or partly in more than 5 years   10,618  11,110  159  135
On finance leases and other loans:
 Repayable within 5 years   4  4  4  4
Amortisation of loan issue costs   335  48  -  -
Pension scheme finance costs   63  246  69  179
   12,077  11,848  243  318

Less : Interest capitalised   (361)  (287)  -  -

   11,716  11,561  243  318

Interest has been capitalised between 4.33% and 5.6% during the year.

     Company
   
     2014 2013
      £’000’s £’000’s

Gift Aid payment to related company in accordance 
with s189 of the Corporation Tax Act 2010     -  100

9 Gift Aid
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   Group   Company
   
   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s
Current tax:
UK Corporation Tax charge for the year   108  91  108  91
Under provision in previous years   (2)  2  (2)  2
Total current tax   106  93  106  93

Deferred tax:
Origination and reversal of timing differences   46  (26)  46  (26)

Tax on surplus on ordinary activities   152  67  152  67

(b) Factors affecting tax charge for the period

Surplus on ordinary activities before tax   11,144  9,346  544  425

Surplus on ordinary activities multiplied by standard rate
of corporation tax in the UK of 23% (2013: 24%)   2,563  2,243  125  102

Effects of:
(Profits) arising in charitable activities   (2,438)  (2,141)  -  -
Items not allowable for tax purposes   16  51  16  51

Capital allowances in advance of depreciation   (37)  8  (37)  8
Other timing differences   -  25  -  25

Chargeable gains greater than reported surplus on sales of
housing   -  5  -  5

Movements in provisions   4  (100)  4  (100)

Over provision   (2)  2  (2)  2
 
   106  93  106  93

(c) Factors that may affect future tax charges

A deferred tax liability has been recognised on the association’s fixed assets and other timing differences

10. Taxation on Surplus on Ordinary Activities 
(a) Analysis of the charge in the period 
The tax charge on the surplus on ordinary activities 
for the year was as follows:

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014
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11 Tangible Fixed Assets - Housing Properties

Group Consolidated  Housing Housing Shared Shared 2014 2013
  Properties Properties Ownership Ownership Total Total
  Completed Under Properties Under
   Construction Completed Construction 
Cost (net of SHG)  £’000’s £’000’s £’000’s £’000’s £’000’s £’000’s
or valuation

As at 1 April  444,141  6,884  4,777  -  455,802  418,536
Additions  3,541  20,695  289  301  24,826  28,189
Transferred on completion  18,422  (18,422)  301  (301)  -  -
Transferred to current assets  423  -  (423)  -  -  (569)
Disposals  (1,809)  -  (139)  -  (1,948)  (1,532)
Depreciation  (5,059)  -  (30)  -  (5,089)  (4,700)
Depreciation on disposals  683  -  37  -  720  712
Abortive Costs  -  -  -  -  -  (205)
Impairment  (119)  -  -  -  (119)  (408)
Gain on revaluation  19,129  -  56  -  19,185  15,779

31st March 2014  479,353  9,157  4,868  -  493,378  455,802

Cost or valuation is 
represented by:-
Gross cost  407,254  10,563  3,995  -  421,812  398,027
Less:
 Social housing and other 
 capital grants  (79,472)  (1,406)  (306)  -  (81,184)  (80,153)
 Depreciation  (43,375)  -   (168)  -  (43,543) (39,175)
  284,407  9,157  3,521  -  297,085  278,699
Revaluation reserve  194,946  -  1,347  -  196,293  177,103
 
  479,353  9,157  4,868  -  493,378  455,802

The above valuation in respect of Housing Properties and Shared Ownership Properties completed comprises:

   Housing Properties   Shared Ownership Properties

   2014 2013  2014 2013
   £’000’s £’000’s  £’000’s £’000’s

Freehold properties   450,685  417,753  4,144  4,292
Long leasehold   28,668  26,388  723 4 85
Total   479,353  444,141  4,867  4,777

    

   2014 2013  
   £’000’s £’000’s  

Capitalised   3,543  3,513
Charged to revenue   3,738  3,171
   7,281  6,684

Major Repairs, Renewals and Improvements

The last full detailed valuation was performed by either Countrywide Social Housing or Deloitte Real Estate on the basis of existing use value - social housing 
(EUVSH), market value (MV), existing use value - social housing with sales (EUV-SH with sales) and market value subject to tenancies (MV-ST) as at 31st 
March 2014. The valuations were undertaken in accordance with the RICS Statement of asset valuation practice and guidance notes. In preparing the  
valuation where applicable, the valuer made use of discounted cash flow methodology and key assumptions made concerning future rental flows, the rate  
of turnover of existing tenants and the discount rate. The discount rates were between 5.4% and 6%. The valuers estimated the aggregate existing use value 
- social housing and open market value of all completed properties at 31st March 14 to be £481.1m.

10 properties held for sale as at 31st March 2014 are held at recoverable amount of £1.4m (March 2013: 5 properties £1.0m).

Due to adopting a programme of rolling valuation newly developed housing properties totalling £4.3m have yet to be valued. These housing properties are 
being held at historic net book value which are an approximation of their open market value.

Leased assets are valued at the present value obligation to pay future rentals £7.9m (2013: £8.0m) and staff flats are held at historic net book value £0.3m  
as these units do not generate any rental flows.

The cost includes £0.36m of interest capitalised @ 4.84% in the year (2013: £0.29m). Property costs include an apportionment of development staff time 
directly spent on the administration of development activities amounting to £0.76m (2013: £1.163m) and on in-house legal costs amounting to £51k (2013: 
£141k).

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014
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11 Tangible Fixed Assets - Housing Properties

Company

                  Housing Properties      Shared Ownership Properties 
               Completed              Completed

    2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

Freehold Properties    2,265 2,556  2,016  2,133

Total    2,265  2,556  2,016  2,133

All completed housing properties are professionally valued by Countrywide Social Housing on the basis of existing use value - social housing 
(EUV-SH) for shared ownership and market valuation subject to tenancies (MV-ST) for market rented properties. The valuers estimated the 
aggregate market valuation subject to tenancies of all market rented properties at 31st March 14 to be £2.3m and the aggregate existing  
use value - social housing of all shared ownership properties at 31st March 14 to be £2.0m. The discount rate used was 8.5% for MV-ST  
and 5.75% for the EUV-SH.

    Housing Shared 2014 2013
    Properties Ownership Total Total
    Completed Properties
     Completed 
Cost (net of SHG) or valuation   £’000’s £’000’s £’000’s £’000’s

As at 1 April    2,556  2,133  4,689  4,700
Additions    -  -  -  57
Disposals     (88)  -  (88)  (32)
Depreciation     (33)  (12)  (45)  (44)
Depreciation on disposals    2  -  2  1
(Loss) / Surplus on revaluation    (172)  (105)  (277)  7

31st March 2014    2,265  2,016  4,281  4,689

Cost or valuation is represented by:
Gross cost    2,754  1,484  4,238  4,327
Less:
 Depreciation    (237)  (85)  (322)  (280)
    2,517  1,399  3,916  4,047
Revaluation reserve    (252)  617 365 642

    2,265  2,016  4,281  4,689

The above valuation in respect of Housing Properties and Shared Ownership Properties completed comprises:

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014
Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014
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     Computer 2014 2013
    Fixtures Hardware Total  Total
    and and 
  Leasehold Freehold Fittings Software 
  £’000’s £’000’s £’000’s £’000’s £’000’s £’000’s

Cost or Valuation
At 1 April  2,552  2,152  1,068  2,569  8,341  9,209
Additions  16  11  282  749  1,058  710
Disposals  -  -  (66)  (299)  (365)  (1,053)
Loss on revaluation  -  (5)  -  -  (5)  (525)
At 31 March  2,568  2,158  1,284  3,019  9,029  8,341

Depreciation
At 1 April  928  314  745  1,866  3,853  4,363
Charge for the year  100  46  118  343  607  528
Depreciation on disposals  -  -  (44)  (299)  (343)  (1,038)
At 31 March  1,028  360  819  1,910  4,117  3,853

Net Book Value
At 1 April  1,624  1,838  323  703  4,488  4,846
At 31 March  1,540  1,798 465  1,109  4,912  4,488

12 Tangible Fixed  
Assets - Other

Group Consolidated

Commercial and Office
Properties

  
     Computer 2014 2013
   Freehold Fixtures Hardware Total  Total
   Office and and 
   Properties Fittings Software 
   £’000’s £’000’s £’000’s £’000’s £’000’s

 
At 1 April   983  223  2,498  3,704  4,722
Additions   11  115  749  875  548
Disposals   -  -  (299)  (299)  (1,041)
Loss on revaluation   (5)  -  -  (5)  (525)
At 31 March   989  338  2,948  4,275  3,704

Depreciation
At 1 April   33  186  1,794  2,013  2,725
Charge for the year   6  35  343  383  314
Depreciation on disposals   -  -  (299)  (299)  (1,026)
At 31 March   39  221  1,838  2,097  2,013

Net Book Value
At 1 April   950  37  704  1,691  1,997
At 31 March   950  117  1,110  2,177  1,691

Freehold offices are held at valuation. Computer hardware and software and fixtures and fittings are held at cost less 
accumulated depreciation.

Company

Cost or Valuation
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13 Investments In Joint Ventures

Group

   
   
   2014 2013 
    £’000’s £’000’s 

Share of assets
Share of current assets    20,774  21,174
    20,774  21,174
Share of Liabilities
Liabilities due within one year or less    (1,176)  (1,321)
Liabilities due after more than one year    (17,672)  (17,930)
    (18,848)  (19,251)
Share of net assets    1,926  1,923
Dividends received from joint venture    -  117
Total share in joint venture    1,926  2,040
Subordinated debt with joint venture company   (1,781)  (1,799)
Share of operating (deficit)/surplus during the year   (97)  98

Progress Care Housing Association holds 33.3% (£333) of the equity share capital of Leeds Independent Living  
Accommodation Ltd, a Private Finance Initiative commissioned by Leeds City Council to fund the reprovision of 
accommodation for independent living. This is a joint venture with two other shareholders, Civic PFI Investments 
Limited and Jack Lunn (Properties) Ltd, each holding 33.3% of the equity share capital. Progress Care Housing 
Association did not receive a dividend in the year (2013: £0.1m).

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

   Group   Company
   
   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

Completed properties held for sale   402  500  -  -
Property Services   35  33  35  33
Stationery   -  3  -  3
   437  536  35  36

   Group   Company
   
   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

Amounts falling due within one year :
Rent and service charge arrears   3,261  3,404  26  20
  Less provision for bad debts   (1,026)  (984)  (5)  (5)
    2,235  2,420  21  15
Prepayments and accrued income   1,887  1,671  340  466
Amounts owed by group companies   -  -  1,399  1,242
Trade debtors   1,455  1,749  32  217
  Less provision for bad debts   (414)  (447)  (2)  (2)
Other debtors   250  1  250  1
Capital grants receivable   -  1,263  - -
   3,178  4,237  2,019  1,924
   5,413  6,657  2,040  1,939
Amounts falling due greater than one year :
Deferred tax - Fixed asset and other timing differences   54  99  54  99

14 Stock

15 Debtors
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16 Current Asset Investments   Group   Company
   
   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

Bank deposits accessible on demand   1,704  4,041  -  174
Cash lodged as security   113  -  -  -
Deposits held for leasehold schemes   156  147  -  -
   1,973  4,188  -  174

18 Disposal Proceeds Fund   Group   Company
   
   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

At 1 April   50  -  -  -
To fund   -  50  -  -
At 31 March   50  50  -  -

Maturity of debt

19 Recycled Capital Grant Fund   Group   Company
   
   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

At 1 April   34  34  -  -
To fund   81  -  -  -
At 31 March   115  34  -  -

20 Creditors: Amounts falling due after 
more than one year:

   Group   Company
   
   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

Housing loans   264,930  258,732  3,456  3,577
   264,930  258,732  3,456  3,577

   2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s
Bank and building society loans repayable in instalments as follows:-
In more than two years but not more than five years   12,381  9,814  106  111
In more than five years   253,505  250,232  3,399  3,555
Total Loans   265,886  260,046  3,505  3,666
Less loan issue costs   (956)  (1,314)  (49)  (89)
   264,930  258,732  3,456  3,577

Bank and building society loans are secured by fixed charges on the Groups’ assets. They include fixed and variable rate loans, 
at various rates, between 0.98% and 7.2%.

17 Creditors
Amounts falling due within one year  Notes 2014 2013 2014 2013
    £’000’s £’000’s £’000’s £’000’s

Bank balances   22  1,149  22  357
Rent and services received in advance   1,069  1,122  4  -
Trade creditors   5,273  5,859 2,705  2,332
Deposits held for leasehold schemes   150  147  -  -
Taxation and social security payable   280  179  189  81
Corporation tax   27  91  27  91
Capital expenditure accruals   857  732  -  -
Disposals proceeds fund  19  50  50  -  -
Recycled capital grant fund  20  115  34  -  -
Interest on housing loans   481  574  -  1
Capital grants in advance   178  148  -  -
Other creditors   1,176  1,289  38  172
   9,678  11,374  2,985  3,034

Bank balances substantially relate to un-cleared payments.
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21 Non-Equity Share Capital      

Group Consolidated and Company                                                      2014          2013   
   £  £ 
Allotted Issued and Fully Paid:   
At 1st April   8  8
Issued during the year   3  2
Surrendered during the year   (5)  (2)
At 31st March   6  8

The shareholders do not have a right to any dividend or distribution upon winding-up. Each shareholder has full voting rights 
and £1 non equity shares

22 Reserves

Group Consolidated

  Revaluation Designated Revenue 2014 2013
  Reserves Reserves Revenues  
  £’000’s  £’000’s £’000’s £’000’s £’000’s

At 1 April  152,366  -  42,701  195,067  171,488
Surplus for the year ended 31 March  -  -  10,992  10,992  9,279
Gain on revaluation  19,450  -  -  19,450  15,518
Realised on property sales  (270)  -  270  -  -
Transfer to designated reserves  -  138  (138)  -  -
Actuarial gain / (loss) on pension scheme  -  -  2,798  2,798  (1,218)
At 31 March  171,546  138  56,623  228,307  195,067

Designated reserves - Key Unlocking Futures Limited was acquired by the Group on 1st January 2014 generating a gain  
within Group of £153k. This has been reduced by a net transfer from reserves of £15k.

Company Revaluation Revenue 2014 2013
  Reserves Revenues  
  £’000’s £’000’s £’000’s £’000’s

At 1 April  1,353  (4,367)  (3,014)  (2,495)
Surplus for the year ended 31 March  -  392  392  358
(Loss) on revaluation  (282)  -  (282)  (505)
Actuarial gain / (loss) on pension scheme  -  1,865  1,865  (372)
At 31 March  1,071  (2,110)  (1,039)  (3,014)

23 Capital Commitments  Group  Company
  2014 2013 2014 2013
  £’000’s £’000’s £’000’s £’000’s

Capital expenditure contracted but not provided  
for in the financial statements  2,973  9,037  -  -
Capital expenditure that has been authorised by the board 
of Directors but has not yet been contracted for  7,241  5,273 - -
  10,214  14,310  -  -

Progress Housing Group expects the contracted  2014 2013 2014 2013
commitments to be financed with: £’000’s £’000’s £’000’s £’000’s
Grants  1,032  1,621  -  -
Committed loan facilities and free cash flow  1,941  7,416  -  -
  2,973  9,037 - -

The commitments for the following year under non-cancellable operating leases are analysed into the earliest period in which break  
clauses can be excercised.

  Group   Company
  Housing Properties   Housing Properties
   Restated  
  £’000’s £’000’s £’000’s £’000’s
Up to one year  2,101  960  -  -
Between two and five years  1,642  1,723  -  -

The restatement relates to operating lease commitments for the following year being calculated to the earliest break clause date.
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   2014 2013    
    £’000’s £’000’s
 
Board members remuneration   91  131

The Group provides emoluments to board members.
During the year there were no benefits, other than wages and salaries, payable to Board members
Details on individual board member remuneration can be obtained from the Group’s website

   2014 2013    
    £’000’s £’000’s

Expenses re-imbursed to the Board not chargeable to UK income tax  5  8

Analysis of Directors’ Emoluments  2014 2013    
    £’000’s £’000’s

The Directors of the Group are its members and the Executive Officers. 
All emoluments are contained in the Company. 

Emoluments of the Group’s Directors including pension contributions   748  768
Emoluments of the Group’s Directors excluding pension contributions   663  672
Compensation for loss of office (included in above figures)   106  -
Emoluments of the Chief Executive, who was the highest paid   170  175
Director, excluding pension contributions

The Chief Executive of the Group is an ordinary member of the pension scheme, and no enhanced or special terms apply
There are no other individual pension arrangements to which the Group makes a contribution on behalf of the Chief Executive.

Analysis of Board Members’ Emoluments

25 Employee Information  Group   Company
   
   2014 2013 2014 2013
    No. No. No.  No. 

The average number of full time equivalent persons employed during the year was:
Office staff   319  312  178  183
Staff providing tenant services   20  30  1  1
Maintenance   86  88  86  88 
   425  430  265  272

Full time equivalents are calculated based on a standard working week of 36.25 hours.

Staff costs (for the above persons)  Group   Company
   
   2014 2013 2014 2013
    £’000’s  £’000’s  £’000’s   £’000’s 

Wages & Salaries   13,182  12,728  9,040  8,595
Social security costs   1,063  1,024  759  723
Other pension costs   1,622  1,495  1,158  1,053
   15,867  15,247  10,957  10,371

Salary bandings for all employees earning over £60,000:   Group   Company
   
   2014 2013 2014 2013
£60,000 - £70,000   3  4  3  2
£70,001 - £80,000   6  -  4  -
£100,001 - £110,000   5  5  5  5
£110,001 - £120,000   -  1  -  1
£160,001 - £170,000   1  1  1  1
   15  11  13  9

Salaries for the above includes remuneration, bonuses, benefits in kind and compensation for loss of office
The salary bandings for employees earning over £60,000 includes the Directors disclosed in note 24.
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26 Cash Flow Statement Notes

Group Consolidated
   2014 2013 
    £’000’s £’000’s 

Returns on investments and servicing of finance
Interest received   944  895
Interest paid   (12,523)  (12,248)
   (11,579)  (11,353)
Financing
Loans received   6,025  12,490
Loans repaid   (161)  (499)
Issue costs amortised   18  89
Issue costs (incurred)   1  (102)
 
   5,883  11,978

   1st  Cashflows Other 31st
   April  Changes March 
   £’000’s £’000’s £’000’s £’000’s

Analysis of net debt
Cash in hand, at bank and overdrafts   (398)  1,369  -  971
Current asset investments   4,188  (2,215)  -  1,973
Debt due within one year   -  -  -  -
Debt due after one year   (258,732)  (5,883)  (315)  (264,930)

Total   (254,942)  (6,729)  (315)  (261,986)
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27 Related Party Transactions 

The Group Board of Management includes 1 member 
as shown on page 2 who is a tenant of New Progress 
HA, the terms of their tenancy agreement is
consistent with those offered to other tenants. At the 
year end there were no significant amounts due to the 
Group in respect of this member.

The New Progress Board of Management includes 1 
member who is an elected member of South Ribble 
Borough Council. The Group undertakes transactions
with the Council at arms length in the normal course 
of the business. The New Progress Board of  
Management also includes 3 members who are  
tenants of the Association. The terms of their tenancy 
agreements are consistent with those offered to other 
tenants of the Association. At the year end their were 
no significant amounts due to the Group in respect of 
these members.

The New Fylde Board of Management includes 1 
member who is an elected members of Fylde Borough 
Council. The Group undertakes transactions with the
Council at arms length in the normal course of the 
business. The New Fylde Board of Management also 
includes 3 members who are tenants of the
Association. The terms of their tenancy agreements  
are consistent with those offered to other tenants  
of the Association. At the year end there were no
significant amounts due to the Group in respect  
of these members.

All intra-group charges relate to the recovery of  
common costs in the usual course of business,  
and are priced as arms-length transactions.

Progress Housing Group  
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28 Parent Undertakings and Group Transactions
 

The Group comprises the 
following bodies

No. of 
shares 

held

Principal Activity

Progress Housing Group 
Limited

N/A  Provision of corporate services, development, legal,  
property

New Progress Housing 
Association Limited 

1 Provision of Social and Supported Housing

Progress Care Housing 
Association Limited

1  Provision of Supported Housing and Key Worker  
Accommodation

New Fylde Housing  
Limited

1 Provision of Social and Supported Housing

Key Unlocking Futures 
Limited

N/A Provision of support for the young and homeless

All companies are incorporated under the Industrial and Provident Societies Act 1965, and are registered with  
the Homes and Communities Agency as Registered Providers. Progress Care Housing Association Limited,  
New Progress Housing Association Limited and New Fylde Housing Limited have charitable status for tax  
purposes.

The Parent company has the ability to appoint and dismiss shareholders.
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29 Pension Obligations

The Group participates in two pension schemes, Lancashire County Council’s Superannuation Fund and the Social Housing Pension 
Scheme administered by the Pensions Trust. The LCC is a defined benefit scheme and SHPS has both defined benefit streams and  
defined contribution streams within its scheme, and detailed regulations govern the rates of pension contribution by both employees  
and the Group. Benefits are normally in the form of a lump sum retirement grant plus an annual pension.

As a responsible employer, the Group’s strategy to proactively manage defined-benefit pension scheme deficits by taking the following 
steps, whilst ensuring the pension offered is competitive.

•		Closing	both	its	multi-employer,	defined	benefit	pension	schemes	to	new	membership	in	2009.
•		Increasing	employer	contributions	beyond	those	actuarially	assessed
•		Making	additional	discretionary	payments	to	the	Lancashire	Local	Government	Pension	scheme.
•		Making	a	good	quality	defined	contribution	scheme	available	for	all	new	starters.

A deferred tax asset of £0.8 million has been recognised in respect of the parent company’s LGPS deficit, being 23%  
(tax rate). The ability of the pension funds to provide statutory benefits is assessed every three years by an independent professionally 
qualified actuary, and employer’s contributions are reviewed in light of the actuary’s report.

Lancashire county pension fund 

The most recent full actuarial valuation of the fund was as at 31 March 2013, the results of which were: 

Valuation Method  Projected Unit
Value of Assets  £5,011 million

The Group’s employers’ contributions to the fund during the year were equal to 19.2% of pensionable salary in the year, and amounted to 
£1,037,818. The following table details the numbers of staff who are members of the fund. The Group parent, Progress Housing Group 
Limited paid an additional £250k at the end of March 2014 (2013: £400k) into the fund.

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

  Employer’s Contributions  No. Staff
  2014 2013 2014 2013  
  £ £

New Progress Housing Association  115,174  121,691  25  28
Progress Care Housing Association  128,504  140,244  25  24
Progress Housing Group  794,140  817,266  130  138
Discretionary Additional Contribution  250,000  400,000
Total Group  1,287,818  1,479,201  180  190

Financial Reporting Standard 17 disclosures

Actuarial Assumptions  At 31/03/14  At 31/03/13
Rate of CPI Inflation  2.40%  2.40%
Rate of Increase in Salaries  3.90%  4.40%
Rate of Increase in Pensions  2.40%  2.40%
Discount Rate  4.50%  4.40%

Continued overleaf
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Asset Expected Rate Market Value % Split  Expected Rate Market Value at % Split of
Information of Return at 31 March 2014 of Assets of Return 31 March 2013 Assets
  % £’000’s % % £’000’s %
Equities  7.00  15,911  52.40  7.00  17,852  58.00
Government Bonds  3.40  941  3.10  2.80  2,275  5.00
Other Bonds  4.30  2,794  9.20  3.90  4,953  15.00
Property 6.20  2,642  8.70  5.70  2,678  10.00
Cash/Liquidity  0.50  516  1.70  0.50  1,008  5.00
Other  7.00  7,561  24.90  7.00  29  7.00

Total Market Value of Assets   30,365  100   28,795  100 

Present Value of Scheme Liabilities   36,620    38,380
Net Pension Liability before tax asset   (6,255)    (9,585)
Deferred tax asset   800   1,500
Group parent Allocation   (3,183)    (5,031)

The allocation is based on the number of direct employees.

A deferred tax asset of £0.8 million has been recognised in respect of the parent company’s LGPS deficit, being 23% (tax rate).

The following disclosures relate to the Group excluding New Fylde Housing Ltd which is disclosed separately below.

   2014 2013    
    £’000’s £’000’s
 
Present Value of Funded Benefit Obligations   36,406  38,314
Present Value of Unfunded Benefit Obligations   214  66
Total Present Value of Benefit Obligations   36,620  38,380
Fair Value of Plan Assets   (30,365)  (28,795)

Deficit before deferred tax asset   6,255  9,585

Balance Sheet Items as at 31 March
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Components of pension cost for period to 31 March  2014  2013
     £’000’s  £’000’s 

Current Service Cost    1,228   1,040
Interest on Pension Liabilities    1,700   1,631
Expected Return on Assets    (1,610)  (1,395)
Effect of Curtailments or Settlements    39   19
Total pension cost recognised in Income    1,357   1,295
& Expenditure Account
Statement of Recognised Total Recognised Surpluses and Deficits
Actuarial (gains)/losses    (3,352)   2,092

Total pension cost recognised in the Statement   (3,352)   2,092
of Total Recognised Surpluses and Deficits  

Post retirement mortality assumptions

Non-retired members  S1PA CMI_2012 [1.5%]  S1PA CMI_2009 [1.25%]
  (100% Males, 98% Females)  (103% Males, 96% Females)

Retired members S1PA CMI_2012 [1.5%]  S1PA CMI_2009 [1.25%]
  (100% Males, 98% Females)  (103% Males, 96% Females)
Life expectancy
of a male (female) future pensioner aged 65 in 20 years time  25 (27.7) years  23.9 (26.7) years
of a male (female) current pensioner aged 65  22.8 (25.3) years  22.1 (24.8) years

Market value of total fund assets (£ millions)  4,978  4,920

Pension Obligations - New Fylde Housing
New Fylde Housing participates in two pension schemes, Lancashire County Council’s Superannuation Fund and the Social Housing Pension 
Scheme administered by the Pensions Trust. Both are defined benefit schemes, and detailed regulations govern the rates of pension contribution by 
both employees and the Association. Benefits are normally in the form of a lump sum retirement grant plus an annual pension. 

Employer’s contributions are based on percentages of employees’ earnings as recommended by the actuary of the fund in his valuation. The ability 
of the pension funds to provide statutory benefits is assessed every three years by an independent professionally qualified actuary, and employer’s 
contributions are reviewed in light of the actuary’s report.

Change in Benefit Obligation during period to 31 March  2014  2013 
     £’000’s  £’000’s
   Unfunded All Unfunded All
   Benefits Benefits Benefits Benefits
 
Fair value of plan assets at beginning of period   -  28,795  -  24,006
Expected return on plan assets   -  1,610  -  1,395
Settlements   -  -  -  -
Employer contributions   14  1,335  6  1,485
Member contributions   -  360  -  375
Benefits/transfers paid   (14)  (1,009)  (6)  (793)
Fair value of plan assets at end of period   -  30,365  -  28,795

Actual Return on Plan Assets    1,180   3,723
Experience gains/(losses) on Assets    (726)   (2,327)
Experience gains/(losses) on Liabilities    1,136   -

Change in Benefit Obligation during period to 31 March  2014  2013 
     £’000’s  £’000’s
   Unfunded All Unfunded All
   Benefits Benefits Benefits Benefits
 
Benefit Obligation at beginning of period   66  38,380  65  31,689
Current Service Cost   -  1,228  -  1,040
Interest on Pension Liabilities   3  1,700  3  1,631
Member Contributions   -  360  -  375
Actuarial (gains)/losses on liabilities   159  (4,078)  4  4,419
Curtailments   -  39  -  19
Benefits/transfers paid   (14)  (1,009)  (6)  (793)
Business combinations
Benefit Obligation at end of period   214  36,620  66  38,380
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The most recent valuation of the fund was as at 31 March 2013, the results of which were: 

Valuation Method   Projected Unit
Value of Assets   £5,011 million

New Fylde’s employers’ contributions to the fund during the year were equal to 37.5% of pensionable salary in the year, and amounted  
to £198,201. New Fylde Housing paid an additional discretionary contribution of £150k (2012:nil). The following table details the numbers  
of staff who are members of the fund.

Lancashire county pension fund

Progress Housing Group  
Consolidated financial statements for the year ended 31 March 2014

             Employer’s Contributions  No. Staff
  2014 2013 2014 2013  
  £ £
New Fylde Housing Limited  38,324  48,201  3  4

Financial Reporting Standard 17 disclosures

Actuarial Assumptions   at 31/03/14  at 31/03/13

Rate of CPI Inflation   2.40%  2.40%
Rate of Increase in Pensions   2.40%  2.40%
Discount Rate   4.30%  3.70%
Rate of Increase in Salaries   3.90%  4.40%

Asset Information Expected Rate Market Value % Split  Expected Rate Market Value % Split of
  of Return at 31 March 2014 of Assets of Return at 31 March Assets
  % £’000’s % % £’000’s %
Equities  7.00  1,701  52.40  7.00  2,159  62.00
Government Bonds  3.40  101  3.10  2.80  275  7.90
Other Bonds  4.30  299  9.20  3.90  599  17.20
Property  6.20  283  8.70  5.70  324  9.30
Cash/Liquidity  0.50  55  1.70  0.50  122  3.50
Other  7.00  809  24.90  7.00  3  0.10
Expenses deduction  0.28  -  0.00  0.26  -  0.00
Total Market Value of Assets  6.18%  3,248  100.00  5.52%  3,482  100

Present Value of Scheme Liabilities   (3,964)    (4,638)
Net Pension Liability   (716)    (1,156)

Balance Sheet Items as at 31 March 2014   2013
   £’000’s   £’000’s 
Present Value of Funded Benefit Obligations  3,964    4,638
Total Present Value of Benefit Obligations  3,964    4,638
Fair Value of Plan Assets  (3,248)    (3,482)
Deficit  716    1,156

Components of pension cost for period  2014   2013
to 31 March £’000’s   £’000

Current Service Cost  21    20
Interest on Pension Liabilities  169    181
Expected Return on Assets  (196)    (172)
Effect of Curtailments or Settlements  -    10
Total pension cost recognised in the  (6)    39
Income & Expenditure Account  

Statement of Recognised Surpluses & Deficits
Actuarial (gains)/losses  (146)    338
Total pension cost recognised    
in the Statement of Total (146)   338
Recognised Surpluses & Deficits
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Change in Benefit Obligation 2014   2013
during period to 31 March  £’000’s   £’000’s 
  All Benefits    All Benefits

Benefit Obligation at beginning of period  4,638    4,014
Current Service Cost  21    20
Interest on Pension Liabilities  169    181
Member Contributions  4    5
Actuarial (gains)/losses on liabilities  (694)    626
Curtailments  -    10
Benefits/transfers paid  (174)    (218)
Benefit Obligation at end of period  3,964    4,638

Change in Plan Assets during 2014   2013
period to 31 March  £’000’s   £’000’s 
  All Benefits    All Benefits

Fair value of plan assets at beginning of period  3,482    3,037
Expected return on plan assets  196    172
Actuarial gains/(losses) on assets  (548)    288
Employer contributions  288    198
Member contributions  4    5
Benefits/transfers paid  (174)    (218)
Fair value of plan assets at end of period  3,248    3,482
Actual Return on Plan Assets  143    460
Experience gains/(losses) on Assets  (548)    288
Experience gains/(losses) on Liabilities  300    -

Post retirement mortality assumptions

Non-retired members  S1PA CMI_2012 [1.5%]  S1PA CMI_2009 [1.25%]
  (100% Males, 98% Females)  (103% Males, 96% Females)
Retired members
  S1PA CMI_2012 [1.5%]  S1PA CMI_2009 [1.25%]
  (100% Males, 98% Females)  (103% Males, 96% Females) 
Life expectancy
of a male (female) future pensioner aged 65 in 20 years time  25 (27.7) years  23.9 (26.7) years
of a male (female) current pensioner aged 65  22.8 (25.3) years  22.1 (24.8) years

Market value of total fund assets (£ millions)  4,978  4,920

SOCIAL HOUSING PENSION SCHEME

The Company participates in the Social Housing Pension Scheme (the Scheme). The Scheme is funded and is contracted-out of the State Pension scheme.

It is not possible in the normal course of events to identify on a consistent and reasonable basis the share of underlying assets and liabilities belonging to the 
individual participating employers. This is because the Scheme is a multi-employer scheme where the Scheme assets are co-mingled for investment purposes, 
and benefits are paid from the total Scheme assets. Accordingly, due to the nature of the Scheme, the accounting charge for the period under FRS17 represents 
the employer contribution payable.

The Trustee commissions an actuarial valuation of the Scheme every three years. The main purpose of the valuation is to determine the financial position of the 
Scheme in order to address the level of future contributions required so that the Scheme can meet its pension obligations as they fall due. The last formal valuation 
of the Scheme was performed as at 30 September 2011 by a professionally qualified Actuary using the Projected Unit Method. The market value of the Scheme’s 
assets at the valuation date was £2,062 million. The valuation revealed a shortfall of assets compared with the value of liabilities of £1,035 million, equivalent to a 
past service funding level of 67.0%.

The Scheme Actuary has prepared an Actuarial Report that provides an approximate update on the funding position of the Scheme as at 30 September 2013. 
Such a report is required by legislation for years in which a full valuation is not carried out. The market value of the Scheme’s assets at the date of the Actuarial 
Report was £2,718 million. The Actuarial Report revealed a shortfall of assets compared with the value of liabilities of £1,151 million, equivalent to a past service 
funding level of 70%. The Group has joint and several contracts of employment for employees in the SHPS Defined Benefit Scheme. In the event if crystallisation 
within the Parent company, the subsidiaries will become liable for any deficit.


