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Legal and Administrative Details (continued)
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Synergy Housing Limited

Report of the Board

The board presents its report and the audited financial statements for the year ended 31 March 2018.

Principal activities
Synergy Housing Limited's principal activity is to provide affordable homes and associated services as a
Registered Provider.

Results for the year
The profit for the year was £12.8 million (2017: £13.7 millicn).

The Board
The members of the board are listed on page 1. No members of the board held, at any time during the
year, any beneficial interest shares in the association.

Share Capital
During the year, 2 shares were issued (2017: 3 shares) and 3 were cancelled (2017: 3 shares) leaving a
balance in the share capitat of the association of £27 (2017: £28}.

Directors' indemnities

Synergy Housing Limited is a member of the Aster Group which has made qualifying third party
indemnity provisions for the benefits of its directors and officers {which extend fo the performance of any
duties as a director or officer of an associated company or subsidiary). The provisions have been in
place throughout the year and remain in force at the date of this report.

Going concern

The hoard has a reasonable expectation that the association has adequate rescurces to continue in
operational existence for the foreseeable future given its net asset position. For this reason, it continues
to adopt the going cencern basis in the financial statements.

Reduced reporting disclosures
Section 1.12 of FRS 102 allows subsidiaries to opt out of making some disclosures in its financial
statements and not to report the following:

a) A Statement of Cash Flows as outlined in section 7 of FRS 102;

c) The detailed disclosures of financial instruments, carrying values, terms and conditions and hedging
relationships outlined in paragraph 11.41, 11.42, 11.44, 11.45, 11.48, 12.27, 12.29 and 12.29A of
FRS 102;

d} The requirement to disclose key management perscnnel compensation outlined in paragraph 33.7 of
FRS 102; .

Synergy Housing Limited has taken advantage of these exemptions. A full set of disclosures are included
in the group’s censolidated financial statements.

Paragraph 4.4 of the Housing SORP 2014 allows registered providers that are subsidiaries of a group to

opt out of providing a Strategic Report. Synergy Housing Limited has taken this opt out and not produced
a Strategic Report.
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Synergy Housing Limited

Report of the Board (continued)

Review of the association's business

Synergy Housing Limited owns or manages approximately 10,000 homes for more than 21,000 customers, and is a
developer of new affordable housing. Zebra Property Solutions Limited, a wholly owned subsidiary of the
association, undertook commercial and development activities which were outside the charitable rules for Synergy
Housing Limited. On 29" March 2018 the market rental properties of Zebra Property Solutions Limited were
transferred to Synergy Housing Limited, after which Zebra Property Solutions Limited became a dormant company.
Aster Solar Limited, a joint veniure with a fellow subsidiary, Aster Communities, provides green electricity to
Synergy Housing Limited's tenants using photovoltaic panels.

Aster Solar Limited remains as a non-charitable joint venture of Synhergy Housing Limited.
Operational performance
Operational and financial performance in the business continues to be strong. Key highlights are as follows:

« Good perfermance in income collection despite a challenging environment evidenced by current tenant arrears
of 2.2% against a target of 3.0% and prior year of 2.3%.

+ Rent lost through properties being empty is 0.4% of total rental income (2017: 0.3%) compared to a target of
0.7%. The increase on prior year is due to the void disposal programme which began in 2017/18 and options
appraisals.

+ Improved performance in re-letting homes with the average number of days to re-let one day better than target
for general needs and five days better than target for housing for older people (HOPS?).

« Completed 225 new homes for rent or sale against a target of 303 and prior year of 301.

+ A continued strong focus on managing the impacts of welfare reform and the roil out of Universal Credit, through
the internal Strategy and Practitioners Group, ensuring that customers are supported at the same time as
protecting income streams.

+ Synergy Housing Limited continues to improve its approach to recavering service charges with fighter controls
and more efficient systems for recording expenditure and charging customers.

« Work to transform customer contact started with the merging of Synergy Housing Limited contact centres. The
association confinues to change the way it works to make processes simpler and easier, providing services
through a range of different channels more efficiently.

« The void disposal programme (VDP'} and stock option appraisal programme ('SOAP" has generated net profit
of £1.8 million during the year. There have been 10 VOP sales and 1 SOAP sale.

+ Synergy Housing Limited has Key Performance Indicators. Targets are set at the beginning of each year as part
of the business planning process and regular reports are drawn from each of the key operating systems to
monitor performance. Measures for the association are highlighted below:

2017/18 2017/18 2016/17

Target Actual Actual
% rent jost through vacant properties 0.7% 0.4% 0.3%
Average number of days to re-let - General Needs 15 14 11
Average number of days to re-let - Housing for Older
People (HOPS) 24 19 16
% arrears {General Needs & HOPS) 3.0% 2.2% 2.3%
% repairs completed on time 98.0% 96.4% 98.0%
% of tenants satisfied with repair work 80.0% 88.0% 85.0%
% of all appointments kept 90.0% 98.0% 99.0%
New homes completed 303 225 301
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Synergy Housing Limited

Report of the Board (continued)

Operational performance {continued}
The association has had a successful financial year. Operating profit was £19.8 million.

+ Turnover increased by £2.7 million to £66.0 million with rental income increasing by £0.8 million to £48.5 miilion.
Setrvice charge income decreased by £0.4 million to £3.4 million.

+ First tranche shared ownership income increased by £2.3 million to £12.3 miltion during the year.

+ Operating costs increased £5.0 million to £46.3 million, due in part to an increase in legal provision of £4.5 million;
office costs of £0.9 million; first tranche costs of sates of .7 million property related costs of £0.8 million and £0.3
million of abortive development costs.

+ Net profit decreased by £0.9 million to £12.8 million.

Value far Money

Synergy Housing Limited complies with the Regulator for Sacial Housings economic standard on Value for Money. In

line with the new standard published in April 2018, Synergy Housing Limited's performance against the seven agreed

metrics is included in the Aster Group's performance information which is published on page 26 of the group's
consolidated financial statements.

Future plans of the business

Synergy Housing Limited as part of the Aster Group updated its corporate strategy on 1 April 2017. The group’s vision is

that 'everyone has a home'. Having a decent home is a basic right and has a huge impact on peoples’ lives - from their

health, to their wellbeing, and education opportunities.

As a not-for-dividend business, which exisis to benefit society, all profits are reinvesied back into the business to buiid

more homes. The association's purpose is {0 be an ethical housing developer and landiord to benefit society, focussed

on 'doing the right thing'. Over the next eight years, as well as providing services to existing customers, Aster Group will
aim to build around 11,000 new homes.

The group is building a transparent, outcome-focused cuiture with clear lines of accountability running throughout the

business. The corporate plan sets out a clear operational direction which will enable Aster Group to successfully deliver

the corporate strategy. The priorities for Synergy Housing Limited are as follows:

« Achieve operational and financial performance targets, with a strong focus on value for money and efficiency;

» Deliver good housing, care and support and asset management and maintenance setvices and deliver the
discretionary work the association chooses to do though our corporate saciat responsibility framewark;

« Transform the business to embrace digital technology;

« Get greater value from property assets;

+ Increase the level of innovation in the business:

« Build as many homes as possible;

« Increase agility and resilience; and

* Increase employee engagement.

The operating environment for 2018/19 poses a number of risks including:

» The uncertainty of the external environment and government palicy towards the housing sector;

« The impact of welfare reforms will continue to be a challenge and could be S|gn1flcantiy different to that the assoclatlon
has envisaged and prepared for;

* The availability and cost of funds for development, allied to inflationary pressures on construction costs;

+ The risk of regulatory actions from the government and / or RSH for failure to meet the economic and consumer
standards set out in the regulatory framework.
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Synergy Housing Limited

Report of the Board (continued)

Brexit

The British Government has triggered Article 50 which starts the process of Britain leaving the EU, scheduled
to occur on 29 March 2019. An agreement has been reached between government and the EU on a 21-month
transition period to run from 29 March 2019 to 31 December 2020 to allow businesses to prepare for the
moment when the new post-Brexit rules between the UK and EU begin. The exact outcome and
consequences of the decision remain unknown. The association’s principal risks are explained below and
Brexit could potentially trigger some or all of these risks.

Principal risks and uncertainties

Managing the risks and opportunities are essential to the group’s long-term success and sustainability. The
group endeavours to pursue opportunities which provide the right balance of risk and seeks to maintain
exposure to these risks at an acceptable level in line with the risk appetite of the organisation.

The group’s framework for opportunity and risk management supports Aster Group's approach to business
and enhances the chances of delivering the strategy.

Risk identification and management

The group’s system for identifying and managing risks is embedded from the top down in its organisational
structure, operations and management systems and accords with the risk management guidelines and
principtes set out in 1ISO 31000, the International Standard for Risk Management. The group Overlap Board
has overall responsibility for ensuring the group’s opportunity and risk management and internal control
frameworks are appropriate and applied across the organisation. Principal risks are reviewed at each Group
Risk & Compliance Committee meeting and quarterly by the board.

The risks associated with the delivery of the strategy and work programme, and the associated mitigation
measures and action plans are maintained in a series of risk registers at group, association and project level.
Assessment of the potential risks plays a fundamental role in the evaluation of each new opportunity and the
management of all projects. The risks and mitigating actions from all of these sources are consolidated into
the group risk matrix.

Principal risks

During 2017/18, the board regularly reviewed the risks which they believe could adversely impact the business
and also focussed on the opportunities that could be realised to deliver the strategy. The following list provides
an overview of the principal strategic and financial risks that pertain to Synergy Housing Limited at 31st March
2018. The list is not exhaustive or set out in order of priority and is continually subject to change:

* Government Policy Change - as a registered provider of social housing, the group is exposed to the impact
of changes in government policy.

. The group maintains prudent financial assumptions to aflow sufficient strength to weather
changing policy. In addition, the group's financial plan undergoes scenarioc and stress
testing using single and multiple variables to ensure that the business can cope with
them.

. Once a change in policy is known, the potential impact on the business and financial plan is
modelled to further understand the implications.

. The group seeks to recognise the opportunities presented by changing policy to counter
any negative implications that may be felt.
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Synergy Housing Limited

Report of the Board (continued)

Principal risks (continued)

« Development programme delayed or frustrated — the group’s vision is that "everyone has a home” and
in order to achieve this it must build more homes. [n order to develop new homes the group requires
either land to build on or developer contributions to help supply affordable housing.

The group's development programme and related risks are assessed and monitored prior
to purchase of sites through to completion by appropriately skilled people.

There is a clear route for approval of schemes up to board level as appropriate.

The development team work closely with finance to ensure funding is available where
required.

« Regulatory action/intervention — the group is heavily regulated including by the Regulator for Social
Housing {'RSH') and the Care Quality Commission ('CQC").

The group operates a regulatory compliance framework which embeds controls across
the operations of the group that help support compliance with the relevant regulation.

Regulation matters are regularly monitored and reviewed at a senior ievel across the group
and at the Risk & Compliance Committee.

Management remain vigilant over adherence to the Regulatory Framework including
cyclical and reactive review and regular reporting to boards.

The Group Chief Executive and senior leadership team maintain regular contact with
the RSH and other regulators.

+ Sales risk — the group undertakes a number of property sales activities to include market sales, new
build shared cwnership sales and stair-casing and is exposed to fluctuations in the property market.

Risk is managed at all stages with the sales team providing input from the point of
scheme appraisal.

Contingencies are buiit into each scheme including not reflecting any house price
growth assumptions in the development appraisal and a prudent estimate of the likely
sales price achieved.

Transactional sales figures are monitored weekly.
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Synergy Housing Limited

Report of the Board (continued)

Treasury policy, liquidity and credit risk

The group operates a centralised Treasury Management function. Outlined below are extracts from Synergy
Housing Limited's financial statements that relate to treasury policy, liquidity and credit risk;

Treasury policy

Synergy Housing Limited, as part of the Aster Group, operates a centralised Treasury Manhagement function, the
primary purpose of which is to manage liquidity, funding, investment and the group’s financial risk, including risk
from volatility in interest rates and liquidity. The Group Treasury Committee reviews and recommends the Group
Treasury Management Policy before it is approved by the group Overlap Board.

interest rate risk

The association’s exposure to interest rate fluctuations on its borrowings is managed by using fixed rate foans
and interest rate swaps. It is the group’s policy to manage interest rate risk on a group basis by applying the
Group Treasury Policy by having at least 50% of debt and no more than 90% of debt subject to fixed rates for
the medium to long term. As at 31 March 2018, 89% of the association's debt was fixed (2017: 93%) for a
weighted average maturity of 11.7 years (2017: 12.3 years). The group finances its operations by a mixture of
retained surpluses, borrowing from the capital markets, government grants and bank loans.

Current liquidity

Liquidity risk is managed by ensuring the group can meet at least six months of committed spend from a
combination of cash and loan facilities capable of immediate drawdown. In addition, loan facilities are required
to be in place to finance all committed expenditure of the group. The group has sufficient undrawn existing
facilities and cash available to fund the group, at its full committed and generic development programme fevel,
until July 2019. Further financing is not required for another 16 months. This is above the RSH's requirement for
funding which expects finance to be agreed and in place 12 months before it is required.

At 31 March 2018, undrawn loan and overdraft facilities for the association amounted to £31.5 million (2017:
£29.0 million), all of which is committed and available for immediate drawdown.

The drawdown of loan facilities is closely linked to investment in new homes. At the end of the year, the group
had hot committed to any investment that would take it beyond the scale of facilities available.

in order to maintain flexibility in the management of liquidity, the group’s policy is to ensure that no more than
15% of debt matures in any 12 month period over the next five years where no replacement finance has been
arranged. Of the association's debt, £57.6 million {18% of the current facility) is repayable within five years.
Credit risk

The group's poficy is to minimise borrowings and surpius funds and investments are only made with highly rated

counterparties on a Group Treasury Committee approved list with a maximum investment of £30 million per
counterparty or up to a limit of the principal amount outstanding of any lender to the group.
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Synergy Housing Limited

Report of the Board (continued)

Corporate and social responsibility
Equality and diversity

Synergy Housing Limited as a member of the Aster Group remains committed to the idea of fairness in all its
dealings with people. This includes ensuring that its services are delivered in a way that gives equality of
access to everyone and that our colleagues have equality in the workplace.

The group is reviewing its Equalities Network to ensure that it is representative of its wider workforce and
customer profile and are building an action plan to identify opportunities for changes that have a positive
impact. .

During the year organisations with over 250 employees were required to publish their Gender Pay Gap. The
gap for the whole Aster Group is 20.27% and 19.5% for Aster Property Limited and although there are many
factors that have contributed to this, the group is determined to reduce it over the coming years.

The group has seen some changes in its two senior leadership teams which have led to a better gender
balance. The Executive Board now has 43% women and the Leadership Team has 50% - both of which
demonstrates that women can achieve success in the business.

fn addition, the group is proud to be a Disability Confident Committed employer and has an action plan in place
to achieve the next level of registration.

Employee wellbeing

During 2017/18 Aster Group launched a year-long campaign to help end the stigma attached to people
suffering with poor mental health,

To date, the group has frained 51 colleagues to become mental health first aiders, with another 32 mental
health places coming soon, as well as an opportunity for 100 managers to take part in a shorter course. In
addition, the group has made a 'Time to Change' pledge, which commits to a series of actions to improve
mental wellbeing of its employees, and is running awareness sessions across the business.

Employee voice

The group’s Transformation Network has been active for the last year. The Network is made up of 90
colleagues who volunteered to act as cultural ambassadors to support wider culture change — moving to more
empowerment and engagement across the business. They are supported with coaching and mentoring from
members of the group’s Culture Working Group.

Highlights over the year include Networkers hosting debates with their colleagues considering what it means to
work in an ethical way which led to a change in the group’s corporate purpose from being an ethical housing
developer and landlord to benefit society to providing safety and security through being a reliable landiord,
offering independent living services and supplying a wide range of options in response to the housing crisis.
They also took part in a Chartered Institute of Housing consuitation event called ‘Re-thinking Social Housing'
where they led colleague discussions about the changing sector and wider impacts on the Aster Group and
their day-to-day roles.

in addition, as a result of Networker feedback, two significant events were held in June 2018 and supported by
the Group. They were ‘This is Aster', which brought the group’s corporate strategy to life ensuring everyone
.understands how their role supports the group’s vision that ‘Everyone has a home', and a week-long series of
events for anyone in a line management role, working with an external consuitancy called Corporate Rebels to
explore their eight habits of great workplaces.
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Synergy Housing Limited

Report of the Board (continued)

Corporate and social responsibility (continued)
Employee voice (continued)

In preparation for the event, all colleagues were invited to complete a Corporate Rebels survey, which asked
for opinions on where they felt the business was against the Rebels’ eight habits. The results informed the
Corporate Rebels workshops and will highlight where the group focuses its work moving forwards to achieve
the cuitural shift it is aspiring to.

Giving back

With match funding, where Aster Group matches every £250 raised for charity, colleagues have given back
£35,240 to a wide range of different causes from Macmillan Cancer Support to Mind, Comic Relief and Save
the Children as well as local charities nominated by employees.

The group's volunteering scheme has seen colleagues dedicate 66 days to activities in local communities. This
has included the groups operatives and supply chain working together to create a new sensory garden for a
local special school in Andover, a garden makeover at one of Aster Group’s supported housing schemes and a
clean-up day working with the Forestry Commission,

Through the Aster Foundation, the group’s vehicle for delivering support to non-core activities of value to its
customers and staff, the group has provided 10 work placements for members of its local communities, as weII
eight apprenticeships and two volunteering opportunities.

Annual report and financial statements for the year ended 31 March 2018
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Synergy Housing Limited

Report of the Board (continued)

Statement of Board's responsibilities in respect of the Board's report and the financial statements

The directors are responsible for preparing the Report of the Board and the financial statements in
accordance with applicable faw and regulations.

The Co-operative and Community Benefit Societies Act 2014 and registered social housing legislation
requires the directors to prepare financial statements for each financial year. Under that law they have
elected to prepare the financial statements in accordance with UK accounting standards and applicable law
(UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of ireland.

Under the Co-operative and Community Benefit Societies Act 2014 and registered social housing legislation
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period. In preparing
these financial statements, the directors are required fo:

+ select suitable accounting policies and then apply them consistently;
* make judgements and estimates that are reasonable and prudent;

* state whether applicable UK accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

+ assess the association’s ability to continue as a going concemn, disclosing, as applicable, matters related to
going concern; and

* use the going concern basis of accounting unless they either intend to liquidate the association or to cease
operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the association’s transactions and disclose with reasonable accuracy at any time the financial position of the
associalion and enabie them to ensure that the financial statements comply with the Co-operative and
Community Benefit Societies Act 2014 and registered social housing legislation. They are responsible for
such internal control as they determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error, and have general responsibility for taking such
steps as are reasonably open to them to safeguard the assets of the association and to prevent and detect
fraud and other irregularities.

Annual report and financial statements for the year ended 31 March 2018
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Synergy Housing Limited

Report of the Board {continued)

Attendance at board meetings

Non-executive directors Total | Possible® %

Andrew Jackson ' 10 12 83

Phillip Owens 10 12 83

Sally Higham 12 12 100
Steve Trusler 12 12 100
Mary Watkins 8 12 67
Mike Biles 12 12 100
Andrew Kluth 12 12 100
Executive directors

Bjorn Howard 12 12 100
John Brace 6 7 86

Michael Reece 5 5 100
Amanda Williams 3 5 60

*Possible attendance may be lower than the total number of meetings held due to the director only
holding office for part of the year.

Disclosure of information to auditors

So far as the board is aware, there is no relevant information of which the company's auditor is unaware.
The board has taken all reasonable steps that ought to have been taken to make itself aware of any

relevant audit information, and to establish the company’s auditor is aware of that information.

Signed on behalf of the board.

"DOelor

David Betlteridge
Association Secretary
7 August 2018
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Independent Auditor's Report to the Members of Synergy Housing Limited

Opinion

We have audited the financial statements of Synergy Housing Limited (“the Association”) for the year ended 31 March

2018 which comprise the Statement of Comprehensive Income, Statement of Financial Position and Statement of Changes

in Reserves and related notes, including the accounting poficies in note 3.

In our opinion the financial statements:

* give a true and fair view, in accordance with UK accounting standards, including FRS 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland, of the state of affairs of the association as at 31 March 2018 and
of its income and expenditure for the year then ended:

* comply with the requirements of the Co-operative and Community Benefit Societies Act 2014: and

* have been properly prepared in accordance with the Housing and Regeneration Act 2008 and the Accounting Direction
for Private Registered Providers of Social Housing 2015.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable law. Our
responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent of the
assoclation in accordance with, UK ethical requirements including the FRC Ethicai Standard. We pelieve that the audit
evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis for a
period of at least twelve months from the date of approval of the financial statements. We have nothing to report in these
respects,

Other information

The association's Board is responsible for the other information, which comprises the Board’s Annual Report. Cur opinion
an the financial statements does not cover the other information and, accordingly, we do not express an audit opinion or
any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether, based on our financial statements
audit work, the information therein is materially misstated or inconsistent with the financial statements or our audit
knowledge. Based solely on that work, we have not identified material misstatements in the other information.

Matters on which we are required to report by exception

Under the Co-operative and Community Benefit Societies Act 2014 we are required to report to you if, in our opinion:

+ the Association has not kept proper books of account; or

+ the Association has not maintained a satisfactory system of control over transactions:; or

+ the financiai statements are not in agreement with the Association’s books of account: or .

- we have not recelved all the information and explanations we need for our audit.

i We have nothing to report in these respects.
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Synergy Housing Limited

Notes to the Financial Statements

1 Legal status

Synergy Housing Limited is registered under the Cooperative and Community Benefit Society Act 2014, and is
registered with the Regulator for Social Housing {'RSH') as a Registered Provider as defined by the Housing Act
2004.

2 Basis of preparation

The financial statements of the association have been prepared in accordance with applicable United Kingdom
accounting standards, including Financial Reporting Standard 102 - "The Financial Reporting Standard
applicable in the United Kingdom and Republic of Ireland” (FR5102), the Housing SORP 2014: Statement of
Recommended Practice for Registered Social Housing Providers, and comply with the Accounting Direction for
Private Registered Providers of Social Housing 2015. The association is classified as a Public Benefit Entity
under FRS102.

The financial statements are presented in Sterling (E).

Going Concern

The board has a reasonable expectation that the association has adequate resources to continue in operaticnal
existence for the foreseeable future given its net asset position. For this reason, these financial statements are
prepared on the going concern basis, under the historical cost convention, except as modified by the revaluation
of investment properties.

Presentation

The association has elected not to produce a strategic report, statement of cash flows, detailed disclosures of
financial instruments and disclosure relating to key management compensation within the individual subsidiary
financial statements in line with exemptions available within FRS 102 and the Housing SORF 2014.

These disclosures are included in the group's consolidated financial statements.

The association has not pre'pared consolidated financial statements as it is a wholly owned subsidiary of the
Aster Group and its resuits are included within the consolidated financial statements of the group.
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Synergy Housing Limited

Notes to the Financial Statements (continued)

3 Summary of significant accounting policies

Operating Profit

Synergy Housing Limited has chosen to show operating profit on the face of the Statement of Comprehensive Income. This
figure represents income, less the costs and expenses incurred to generate it, from the association's principal activities that are
not investing or financing activities.

Turnover
Turnover represents:

Rental, service charge income and garage lettings - recognised from the point at which the properties under development
reach practical completion or otherwise become available for letting;

Service charge income - an amalgamation of the budgeted charge for the year and the under or over recovery from the pre-
previous year;

Revenue fees and grants from local authorities and the Regulator for Social Housing - recognised over the peried the related
costs are incurred;

Asset related fees and grants from local authorities and the Regulator for Social Housing - recognised over the life of the
related assel. For grants relating to completed properties the grant is amortised through turnover over the effective useful life of
the property's structure;

fncome from first tranche sales of New Build HomeBuy and housing properties developed for sale - recognised at the legal
completion of the sale;

Other income, such as domiciliary care and sewerage services - recognised when the performance of a service is completed,
or when the requirements of an agreement with a third party or other group subsidiary are met.

Property managed by agents

The association has a smail number of properties that it owns but are managed by agents on its behalf. Where the association
carries the financial risk on property managed by agents, all the income and expenditure arising from the property is included in
the statement of consolidated income for the year. Where the agency carries the financiat risk, the profit or loss for the year
includes only that income and expenditure which relates solely to the group.

Value added tax (VAT)

The association is registered for VAT and, while turnover is stated excluding VAT, a large portion of its income, including its
rents, is exempt for VAT purposes. The majority of its expenditure is subject to VAT which cannot be reclaimed and therefore
expenditure is shown inclusive of irrecoverable VAT. The balance of VAT payable or recoverable at the year-end is included as
a current liabiiity or asset,

Right to buy

The gain or loss on disposal of housing properties under the right to buy arrangement is calculated as being the difference
between the proceeds of sale of a property and the carrying value of that property. The gain or loss on disposal is recognised
in the statement of comprehensive income for the year at the date of transfer after adjusting for any local authority claw back
agreement in operation. The local authority claw back is recognised as a liability unfil it is repaid to the relevant authority.

Right to acquire

The gain or loss on the disposal of housing properties under the right to acquire arrangement is calculated as being the

difference between the proceeds of sale of a property and the carrying value of that property. Any gain or loss on disposal is
recognised in the statement of comprehensive income for the year at the date of transfer.
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Notes to the Financial Statements (continued)

3 Summary of significant accounting policies (continued)
New Build HomeBuy (Shared ownership)

The cost of developing New Build HomeBuy properties is split hetween current assets for that part of the property which is
expected to be sold by way of a first tranche sale and property, plant and equipment for the remaining part of the property
which is expected to be retained.

First {ranche sales on New Build HomeBuy properties are recognised in turnover, with an appropriate proportion of
development build costs being expensed through cost of sales.

Subsequent tranches sold {staircasing) are reflected in the statement of comprehensive income on sale of praperty, plant and
equipment, Such staircasing sales may result in social housing grant being deferred or abated until it can be recycled or
repaid. Cost includes the acquisition of land and buildings, the cost of developing properties, plus expenditure incurred in
respect of improvements.

Intangible assets and amortisation - computer software

intangible assets are identifiable non-monetary assets without physical substance such as computer software. Intangibie
assets are stated at cost less accumulated amortisation. Cost includes the original purchase price of the asset and any
directly attributable costs of preparing the asset for its intended use. Amortisation is charged on a straight line basis over the
expected remaining useful economic lives (UEL}) of the assets as follows:

UEL
Computer software 3 years
Main computer systems software 10 years

Social housing properties and depreciation

Properties rented for social benefit are classified as property, plant and equipment and referred to as social housing. These
properties are rented at below market rate to people put forward by the relevant focal authorities from their housing lists.
Social housing properties under construction are stated at cost and are not depreciated. These are reclassified as social
housing properties on practical completion of canstruction with cost apportioned by key components.

Freehold land is not depreciated. Freehold properties are depreciated by component on a straight fine basis over the
estimated useful economic lives of the compaonent categories.

Social housing properties are split between the structure and those major components which require periodic replacement.
Capitalised major components are depreciated over the following useful economic lives (UEL):

Gomponent UEL
Structure (see below) 30 - 100 years
Roof 60 years
Heating Distribution Systems ' 30 years
Boiler 15 years
Bathroom 30 years
Windows/Doors 30 years
Kitchen 20 years
Electrical wiring 30 years

Impaimment reviews are carried out at each reporting date. If impairment is present the asset's carrying value is reduced to its
depreciated replacement cost, as outlined in the impairment policy, unless it is being demolished or remodelled when the
carrying value is reduced to that of the remaining components.

Social housing properties held on long leases are depreciated in the same manner as freehold properties, except where the

unexpired lease term is shorter than the longest component life envisaged, in which case the unexpired term of the lease is
adopted as the useful economic life of the refevant component category.
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Notes to the Financial Statements (continued)

3 Summary of significant accounting policies {continued)

Social housing properties and depreciation (continued)

New Build HomeBuy properties are split proportionately between property, plant and equipment and current
assets based on the proportion of the share of equity sold in the first franche. The element of a property
anticipated to be sold as a first tranche sale is recognised as a current asset, whereas the element refating
to second and subsequent tranche sales is treated as property, plant and equipment. If the profit on sale of
the first tranche is expected to exceed the total overall profit on sale of all tranches of that property the
proporticnate value of the first tranche current asset is increased to limit the profit eamed to the overall
profit.

Depreciation on freehold properties and long leasehold social housing properties is provided to write off the
cost iess the estimated residual value of social housing properties by equal instalments over their remaining
estimated useful economic life (UEL). Any additions and improvements are depreciated over the remaining
life of the premises. The useful economic lives used are:

Structure UEL
Pre-fabricated reinforced concrete construction (PRC) 30 years
Bedsits 30 years
All other social housing properties 100 years

Freehold land is not depreciated.

it was elected to take the transitional exemption laid out in paragraph 35.10{d) of FRS 102 and use the 31
March 2014 valuation as the deemed cost of social housing properties at that date. All social housing
properties completed after that date are recognised at cost.

Donated land

Land donated by local authorities and others is added to the cost of the development scheme at the market
value of the land at the time of the donation. If the land is donated by a local authority the market value is
recognised as a government grant and accounted for using the accruals method. If the land is donated by a
non-government party the market value is recognised as turmover in the statement of comprehensive
income for the year.

Property, plant and equipment and depreciation, non-social housing

Property, plant and equipment, is stated at cost less accumulated depreciation. Cost includes the original
purchase price of the asset and the cosis incurred in bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended. Subsequent expenditure is capitalised
where it increases the value of the asset or extends its life. Completed social housing properties are
covered by a separate policy. Depreciation is charged on a straight line basis over the expected remaining
useful economic lives of the assets as follows;

UEL
Freehold offices 50 years
Photovoltaic panels 25 years
Motor vehicles 4 -5 years
Office, estate equipment and furniture 3—15years

Freehold premises (non-social housing properties) depreciation is provided to write off the cost less
estimated residual value over the useful economic life of the property. Any additions and improvements are
depreciated over the remaining life of the premises.

Assets under construction are stated at cost {as defined above). They are presented separately in the note
to the financial statements and not depreciated until they are completed and brought into use. The useful
economic lives of ail property, ptant and equipment is reviewed annually.
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Notes to the Financial Statements (continued)

3 Summary of significant accounting policies {continued)
Capitalisation of internal staff costs
a} Housing development schemes
Internal staff costs that are directly related to the development of housing assets are capitalised to the schemes
under construction where the outcome of the scheme is certain. Where the outcome of the scheme is uncertain or
aborted, the direct development administration costs are charged to the statement of comprehensive income for
the period.

&) Development of internally created assets

Internal staffing costs relating to internally created other tangible or intangible assets are capitalised to the extent
that they are additional costs incurred due to the development of the asset.

An internally generated intangible asset is only recognised if all the following conditions are met:
* The asset created can be identified (such as software or a website);

+ ltis expected that the asset created will generate future economic benefits; and

* The development cost of the asset can be measured reliably.

Internally generated intangible assets are recognised at cost and amortised on a straight-line basis over the
useful fives from the date the asset becomes usable.

Capitalisation of interest costs

tnterest costs relating to the construction and acquisition of housing assets are charged to the cost of the
development scheme, over the period of its development. The amount capitalised represents either:

+ Interest costs incurred specificaliy for financing the development programme after the deduction of sodial
housing grant in advance; or

* Interest costs of the group as a whole after the deduction of interest on social housing grant in advance to the
extent that they are funding the development programme.

Other interest costs are recognised in the statement of comprehensive income for the period to which they relate.

Leased assets

Where assets are financed by leasing agreements that transfers substantially all the risks and rewards of
ownership, they are treated as if they had been purchased outright. The amount capitalised is the lower of the
present value of the minimum lease payments payable during the lease term or the fair value of the leased asset.
The corresponding leasing commitments are shown as the present value of the obligations to the lessor. Lease
payments are treated as consisting of a finance charge and a reduction in the liability. The finance charge is
charged to the statement of comprehensive income for the period using the effective interest method.

Rentals paid under operating leases are charged to the statement of comprehensive income for the period on a
straight line basis over the period of the lease.

Investment properties

Investment properties are properties held for capital appreciation, rental at a market rate where there are no
restrictions on who can be a tenant, or both.

investment properties are re-valued each year to their fair or market value. Any changes in value are recognised
fn the statement of comprehensive income for the year when they occur.
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Notes to the Financial Statements (continued)

3 Summary of significant accounting policies {continued)
Inventories

a) General inventories

inventories are valued at the lower of cost and net realisable value, after making allowances for any obsolete and/or
slow moving items. Net realisable value is the price which inventories can be sold for in the normal course of
business after allowing for the costs of realisation. Inventories are valued using a first-in-first-out methodology.

b} Properties identified for disposal

Where a decision has been taken to dispose of housing properties, these are included under inventories. These
properties are held at the lower of historical cost less depreciation, or net realisable value. Cost comprises materials,
direct labour, direct development overheads and attributable interest. Net realisable value is based on estimated
sales price after allowing for all further costs of compietion and disposal.

¢} Praperties developed for market sale .

Properties that have been developed for market sale are recognised at cost less cost to sell. Cost comprises
materials, direct labour, direct development overheads and attributable interest. Sales proceeds are included in
turnover,

Impairment

a) Inventories
At the end of each reporting period inventories are reviewed for impairment. If any inventory fs found to be impaired
the carrying value is reduced to the selling price less costs to complete and sell,

b} Other tangible and infangible assets

Other tangible and intangible assets are reviewed for impairment if there is an indication that impairment may have
occurred. Where there is evidence of impairment, the affected assets are written down to the recoverable amount.
Any such write down is charged to the statement of comprehensive income for the period.

¢) Social Housing

Social Housing properties are subject to impairment trigger reviews on completion and then annually thereafter. if
there is a trigger and evidence of impairment is found the carrying value of the property is compared fo its
depreciated replacement cost. This represents the amount it would cost the group to replace the property. For
properties built or acquired prior to 1 April 2014 this replacement cost is depreciated from 1 Aprii 2014, For
properties built or acquired after 1 April 2014 depreciation starts from the build or acquisition date. If the property's
carrying value is higher than its depreciated replacement cost the carrying value must be reduced to the depreciated
replacement cost, the write down is charged to Consolidated Statement of Comprehensive income for the year.

In the portfolio there are some pre-fabricated reinforced concrete construction properties and bedsits. Where an
impairment review indicates that their useful economic life is likely to be less than the standard policy they have
been re-lifed to 10 years.

d) Unsold first franche HomeBuy current assets

On practical completion HomeBuy property assets are spilt between current assets for the unsold first tranche
portion and property, plant and equipment for the rental portion.

First tranche current assets are reviewed for impairment if there are indications that the market value of the property
has dropped below that included in the investment appraisal. If any current assets are found to be impaired the
carrying value is reduced to the selling price less costs to complete and sell.

The rental portion is treated as social housing for impairment purposes.
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Notes to the Financial Statements (continued)

3 Summary of significant accounting policies (continued)
Accrued income

When, as a result of performing a service or otherwise meeting the requirements of an agreement with a third party,
income falls due but has not been invoiced in the period, an accrual is made for this income.

Deferred income

Where payment has been received for goods or services not yet delivered, the amount is initially recorded as a
liability in the consolidated statement of financial position and recognised as turnover once the delivery has been
made.

Service charge sinking funds

The association owns a number of schemes which require it to manage sinking funds in order to maintain the upkeep
of the properties. These funds are held separately by the association, and may only be used for the benefit of the
relevant schemes. These funds are held in creditors on the consolidated statement of financial position.

Financial instruments

Section 11 Basic Financial Instruments of FRS 102 permits an accounting policy choice for financial instruments. The
group has chosen to adopt sections 11 and 12 of FRS 102 as permitted by this section.

a) Rent arrears and other debls

Rent arrears, other amounts due from tenants and other miscellaneous debts are recognised and carried at original
amount of the charge, less provision for impairment. A provision is made and charged to the statement of
comprehensive income for the period when there is objective evidence that the group will not be able to collect all
amounts due in accordance to the original terms.

Any tenants or miscellaneous debtors who have a payment arrangement to pay their debts over a period of longer
than the normal terms of business are treated as having a financing transaction. These transactions are recognised
at their present value rather than transaction value. The discount rate used for the present value calculation is based
upon an estimate of the rate the debtor could obtain in their own right.

b) Cash and cash equivalents
Cash and cash equivalents includes cash, short-term deposits and other short-term highly liquid investments with an
original maturity of twelve months or less.

¢) Offsetting financial instrumerts

Financial assets and liabilities are offset and the net amount reported in the statement of financial position when there
is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or
realise the asset and settle the liahility simultaneously.

d) Trade creditors
Trade creditors are not interest-bearing and are stated at their transaction value.

f Cornnitted borrowings and hank overdraffs

Interest-bearing loans and overdrafts are recorded at the amounis received, net of direct issue costs, using the
effective interest method. Direct issue costs are amortised over the period of the loans and overdrafts to which they
relate. Finance charges, including premiums payable on settlement or redemption, are charged to the profit or loss
for the period as incurred using the effective interest rate method and are added to the carrying value of the
borrowings or overdraft to the extent they are not settled in the period in which they arise.

When a loan facility agreement is entered into, any associated costs are capitalised, discounted at the prevailing
market rate of interest amortised over the life of the related loans.
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3 Summary of significant accounting policies (continued)

Social housing and other grants

Social housing grant (SHG) is receivable from the Regulator for Sociat Housing {'RSH") It is accounted for
under section 24 of FRS 102 ‘Government Grants' using the accrual model. Once properties have been
completed the grant is classified as a long-term creditor and amortised to the statement of comprehensive
income for the period over the life of the properties’ structure. Where grants are paid in advance, they are
included in creditors until performance ts completed. '

If a property which received a grant is subsequently sold, or another refevant event takes place the SHG
appears as a creditor due in less than one year. It can be recycled for use in a project approved by the
RSH or repaid to the RSH if it is not used within the agreed timescale,

Prior to transition to FRS 102 Aster Group held its social housing properties at valuation. On transition this
became the deemed cost. All SHG received pricr to transition on 1 Aprii 2014 was transferred to the profit
and loss reserve. It is recycled from this reserve if a relevant event occurs.

Government grants received after 1 April 2014 are recognised in income over periods in which the related
costs are recognised for which the grant is intended to compensate, over the useful economic life of the
property's sfructure.

Other government grants received are also accounted for under section 24 of FRS 102 using the accrual
model,

When part of the government grant is deferred, it is recognised as deferred income within creditors and
aliocated between due within one year and due after more than one year as appropriate.

Pension Costs

The cost of providing retirement pensions and related benefits is accounted for in accordance with Section
28 of FRS 102 'Employee Benefits'.

Synergy Housing Limited participates in four pension schemes. There is one Local Government Pension
Scheme (LGPS) which is the Dorset County Councit Pension Fund. There are three separate schemes
with the Social Housing Pension Scheme ('SHPS').

The Local Government Pensicn Scheme {LGPS) is accounted for as a defined benefit scheme. The asset
for this scheme is held separately from those of the association in independently administered funds.
Pension scheme assets are measured in accordance with the FRS 102 fair value hierarchy. Pension
scheme labilities are measured using the projected unit actuarial method and are discounted at the
current rate of return on a high quality corporate bond of equivalent terms and currency to the liability.

The increase in the present value of the liabilities of the association's defined benefit pension scheme
expected fo arise from employee service in the period is charged to operating profit. The expected return
on the schemes’ assets and the increase during the year in the present value of the schemes’ liabilities
arising from the passage of time are included in operating expenditure. Pension schemes’ surpluses, to
the extent that they are considered recoverable, or deficits, are recognised in full and presented on the
face of the stafement of financial position net of the related deferred tax. Actuarial gains and losses which
arise from the difference between actual and expected performance of the scheme are recognised in other
comprehensive income.

Annual report and financial statements for the year ended 31 March 2018



Synergy Housing Limited

Notes to the Financial Statements (continued)

3 Summary of significant accounting policies (continued)
Pension Costs {continued)

There are three separate SHPS schemes. The SHPS defined benefit scheme based on final salary was
closed to new starters with effect from October 2010. Employees now have a choice of joining the SHPS
defined benefit scheme based on a career average of earnings, or a SHPS defined contributions
{'stakeholder’) scheme.

At the year end, SHPS are unable to provide sufficient information to calculate the association’s share of
assets and liabilities on the defined benefits schemes and sc all SHPS schemes are accounted in the
same way as a defined contribution scheme.

Defined contribution scheme costs are charged to the statement of comprehensive income as they fall
due.

Where the SHPS scheme is in deficit and where the association has agreed, with the SHPS scheme, to
participate in a deficit funding arrangement the association recognises a liability for this obligation. The
amount recognised is the net present value of the contributions payable under the agreement that relate
to the deficit. This amount is expensed in the profit or loss for the period. The unwinding of the discount
is recognised as a finance cost.

Provisions

a) General provisions

A provision is recognised in the consolidated statement of financial position where the group has an
obligation as a result of a past event, and it is probable that economic benefits will be required to settle
the obligation. The amount of provision is re-assessed each year in the light of estimated future income
and costs as appropriate.

b} Termination benefits

Termination benefits are only recognised cnce a formal plan has been approved and communicated by
senior management.
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4 Critical accounting judgements and estimation uncertainty

Preparation of the financial statements requires management to make significant judgements and
estimates, which are shown below.

Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonabie under the
circumstances.

Critical judgements in applying the association’s accounting policies
Multi-empioyer defined benefit pension scheme

Two multi-employer defined benefit pension schemes are participated in, one based on final salary and
one based on a career average of earnings, both provided by the Social Housing Pension Scheme. In the
judgement of the directors, there is not sufficient information on the plan assets and fiabilities to be able to
reliably account for their share of the defined benefit obligation and plan assets. Therefore the scheme is
accounted for as a defined contribution scheme, see note "Pension Obligations” note for further details.

Fair value
The directors have made the following judgements regarding fair value:

. {fland is donated at below market cost it is recognised at its fair value. The directors judge this fo be its
market value at the time of the donation.

+ Investment properties are recognised each year at their fair value. The directors judge this to be their
market value at the end of the reporting period.

Indexation uplifting in leases

Several lease arrangements have an indexation uplift included in their terms and conditions by the lessor.
These contract terms are typical for the sector and so management judges these leases to be operating
leases within the scope of FRS 102 section 20: 'Leases' and recognises them under the appropriate
classification within this section.

Loans with embedded callable options

Different types of financial instruments are used to fund development activities. Some have the form of a
fixed rate loan with an embedded callable option that gives the lender the right to change the interest rate
to variable at a certain date, the call date. Management judges that these financial instruments fall under
section 41 'Basic Financial Instruments' of FRS 102 and so recognise them as fixed rated foans using the
effective interest rate method.

Exemptions on transition to FRS 102
The association has elected to use the previous UK GAAP valuation of its social housing properties as

deemed cost in transition to FRS 102. The assets are depreciated from the date of transition {1 April
2014) in accordance with the company's accounting policies.
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Critical accounting judgements and estimation uncertainty (continued)
Early Repayment clauses in loan facility agreements

Within the loan documentation there are clauses that allow the early repayment of the loans, subject to the
payment of breakage costs and compensation. The breakage and compensation payments can either be
payable to the lender or receivable by the borrower. Management judges that the effect of these clauses do
not breach the conditions laid out in paragraph 11.9 of section 11 'Basic Financial instruments' of FRS 102 and
s0 recognise the related loans as being classified as basic.

Cash generating units

When reviewing social housing properties for impairment the directors are required to consider the level of
cash generating unit. For impaimment purposes, the directors consider that each individual property constitutes
a cash generating unit as it generates cash flows that are largely independent of the cash flows generated by
other assets.

Critical accounting estimates and assumptions

The association makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptions that have significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year are addressed below.

Useful lives of social housing property assets

Social housing property assets are spiit into their component parts, with each component being depreciated
over a separate estimated useful economic fife. The annual depreciation charge for social housing property
assets in total is sensitive to changes in these estimated useful economic lives. The useful economic lives of
individual components are re-assessed as part of a rolling stock condition survey, examining 20% of the stock
annually, and amended where necessary. See note 3 for the useful economic lives for each class of
component.

Rebalancing surpluses from HomeBuy first tranche sales

Where social housing development schemes consist of social rental and HomeBuy properties the cost of
development is split between the individual properties by property classification. As these costs cannot be
accurately assigned to individual properties management assumes that they are evenly spread by floor area.

The HomeBuy property costs are then further split between the percentage of the property to remain as
property, plant and equipment and the current asset based on the percentage to be sold as the first tranches
sale.

The exception to this treatment is where the overall surplus of the scheme, including social rental properties, is
less than the surplus to be recognised for the first tranche sale. The surplus for the entire scheme is calculated
by taking the present value of the net cash flows expected to be generated by the scheme over a period of 30
years, (its existing use valuation — social housing (EUV-SHY)), value away from the cost of the scheme. If the
resulting surplus is smaller than the surplus on the first franche sales alone the first tranche surplus must be
restricted to that of the total scheme. This is achieved by transferring costs from property, plant and equipment
to the current asset untit the excess surplus is removed.
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4 Critical accounting judgements and estimation uncertainty (continued)
Depreciated replacement cost depreciation start date

Properties owned prior to 1 April 2014 are recognised at their 31 March 2014 valuation or deemed cost. When
these properties are assessed for impairment using the depreciated replacement cost mode! management
assume the depreciation starts from 1 April 2014 rather than the properties' construction date. This
assumption is based on the properties’ deemed cost being its Existing Value in Use - Social Housing (EUV-
SH) representing the value of its service potential.

Impairment of debtors

Management need to make an estimate of the recoverable value of rent arrears and other debtors. When
assessing these debts for impairment, management considers factors including the status of the tenant,
(current or former), the aging profile of the debtors and historicai experience. Former tenant debts are
assumed to be impaired and so are fully provided for. Current tenant debts which have an arrangement to pay
over the period greater than 12 months are discounted, to reflect the time value of money, See "Debtors:
amounts falling due within one year" note for the net carrying amount of the debtors and the associated
discounting of the debtors.

Impairment of fixed and current assets

During each reporting period management assess fixed and current assets for indicators of impairment .
When impairment indicators are found the carrying value of the affected assets are compared to their
recoverable amount or value in use. If the carrying value is found to in excess of the assets' recoverable
amount or value in use management judge whether the asset should be impaired. Where impairment is
required the association's impairment policy is applied.

Defined benefit pension scheme

There is an obligation to pay pension benefits to certain employees. The cost of these benefits and the
present value of the obligation depend on a number of factors, inciuding life expectancy, salary increases,
asset valuations and the discount rate on corporate bonds. Management estimates these factors in the
determining the net pension obligation in the statement of financial position. The assumptions reflect historical
experience and current trends. See "Pension Obligations” note 30 for the disclosures relating to defined
benefit pension schemes.

Impairment triggers for housing properties

On completion each development scheme is reviewed for impairment triggers using the group's Property
Impairment Flow Chart. If it is judged that there is evidence that the scheme has activated one of the triggers
in the flow chart an impairment review is undertaken. Where impairment is found the carrying value of the
properties in the scheme is reduced to their depreciated replacement cost. This process is also applied to
completed properties annually.
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7 Directors' emoluments

Members of the Executive Board and executive management team

Synergy Housing Limited did employ one member of the Executive Board and management team during the year,
this was recharged to Aster Group so that their services could be recharged cut along with other members via the
group overheads. This recharge included £nil (2017: £nil} for executive directors’ services and £199,000 (2017:
£210,000) for the executive team’s services. These amounts are included in the association's profit for the year. Full
details of the executive directors’ and executive management team's emoluments are disclosed in Aster Group's

Nen-executive directors

Synergy Housing Limited hoard operates as part of the group Overlap Board. The non-executive directors are
paid by Aster Group Limited. A charge of £56,000 (2017: £52,000} was made for their services via the group
overheads recharge to the association. This amount is inciuded in the profit for the year. Full details of the non-
executive directors' emoluments are disclosed in Aster Group's consolidated financial statements.
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8 Employee information

2018 2017
No. No.

The average number of persons employed during the
year {full ime equivalents) based on 37 hours per week 175 193

FTE by salary bands:

Salary includes salary, car allowance and any acting up allowances, but excludes pension contributions made by

the group.
2018 2017
No. No.
£59,999 or less 172 190
£80,000 to £89,999 ' 1 2
£90,000 to £99,999 1 -
£140,000 to £149,999 - 1
£150,000 to £159,999 1 -
175 193

None of the above employees received any enhanced pension payments during the year (2017: nil)

2018 2017

Staff costs: £000 £000
Wages and salaries 6,032 6,254
Social securily costs 621 684
Other pension costs 803 711
7,456 7.649
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14

Taxation

Intangible assets

Cost

At 1 April
Additions
Disposals
At 31 March

Accumulated amortisation
At 1 Aprit

Charge for year

Dispasals

At 31 March

Net book value
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The association has charitable rules registered under the Co-operative and Community Benefit Societies Act 2014 and is
therefore not liable to Corporation Tax on its charitable activities.

2018 2017

Computer Computer

software software

£000 £000
2,058 2,058
2,058 2,058
1,155 1,006
150 150
1,305 1,155
753 903
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27 Recycled Capital Grant Fund

2018 2017
£000 £000
Funds relating to activities within areas covered by the RSH:
Balance as at 1 April 33 16
Additicns:
Grants recycled 193 17
Interest accrued 1 -
Withdrawals:
New build - -
Transfers to other Private Registered Providers - -
Other - -
Balance as at 31 March 227 33
Analysis of Maturity:
- in less than one year 1 16
- in one fo two years 32 1
- in more than two years 194 16
227 33

The Recycled Capital Grant Fund (‘RCGF") relates to Social Housing or Housing Association Grant previously
received on social housing properties that have been sold, demolished or which there has been a change of use
which does not meet the original conditions of the Grant. The Regulator for Social Housing (RSH') permits
grants to be reinvested within a three year pericd into schemes within the Approved Development Programme.
The RSH requires funds which have not been reinvested within three years to be repaid.
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Notes to the Financial Statements (continued)

28 Disposal Proceeds Fund

Funds relating to activities within areas covered by the RSH:
Balance as at 1 April
Additions:
Funds recycled
Withdrawals:
New build
Balance as at 31 March

Analysis of Maturity:
- in less than one year

- in one to two years
- in more than two years

2018 2017
£000 £000
193 106
- 87
193 193
106 -
87 106
- 87
193 193

Following the dereguiation changes made to the Housing and Planning Act 20186, which came into force on 6 April
2017, the requirement to recycle grant into the Disposal Proceed Fund was removed. The Disposal Proceeds Fund
will continue to have interest added and withdrawals made to fund new builds until the fund is exhausted or untii

the wind down period ends on 6 Aprif 2020. After this date any unused funds will be repaid.
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29 Financial instruments

29a Financial Instruments' descriptions

Synergy Housing Limited holds several different types of financial instrument which it uses to fund its
aclivities and manage its interest rate risk. The characteristics of the main classes of financial instrument
held are given below:

Fixed rated loans

The association's fixed rated loans have a base fixed interest rate plus a margin that varies over the life of
the borrowing. Due to this variation these loans are recognised using the effective interest method which
averages the inferest rate over the fife of the loan. As with the group’s bonds the interest charged to profit
or loss is the effective interest and not the amount actually paid. During the year the effective interest
charged to profit and loss was £153,000 {2017: £149,000) higher than the actual interest paid.

At the end of the year the association had drawn £153.5 million (2017; £168.5 million) of fixed rated loans
which incurred an effeclive interest charge during the year of between 2.7% and 6.0% (2017 2.3% and
6.0%). These loans have a carrying value of £155.4 million (2017: £171 million) giving a cumulative
effective interest adjustment of £1.9 million (2017; £2.7 million).

Floating rate loans

The interest on these loans varies or floats as the London Inter-Bank Offered Rate (LIBOR) changes. In
addition to LIBOR a margin is also charged which makes up the total interest rate. Within the total amount
the group can borrow from its [enders there is a set amount designed as floating ioans, once this limit is
reached the group cannot draw down any more floating rate loans. At the end of the year the association
had drawn £33.0 million (2017: £20.5 million} of floating rate loans and was charged interest rates of
between 0.7% and 1.0% (2017: 0.5% and 0.8%).

Disposal proceeds fund

Following the deregulation changes made to the Housing and Planning Act 2016, which came into force on
6 Aprit 2017, the requirement to recycled grant into the Disposal Proceed Fund was removed. The Disposal
Proceeds Fund will continue to have interest added and withdrawals made to fund new builds untif the fund
is exhausted or until the wind down period ends on 6 April 2020. The balance on the fund is £193,000
(2017: £193,000).
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29 Financial instruments {continued)

29a Financial instruments' descriptions (continued)
Recycled capital grant fund

The group receives SHG from the RSH to build Social Housing. When the tenant of a New Build Home Buy property
purchases a further tranche of the property, if there are sufficient sales proceeds, the associated grant will be
recycled via the RCGF. Like the DPF a notional amount of interest is added to the fund each year depending on the
vaiue of the fund. The balance in the association's RCGF at the end of the year was £227,000 (2017: £33,000), this
includes £568 of interest added during the year.

Loan commitments measured at cost less impairment
The association has various borrowing facilities available to it. The undrawn committed facilities are valued at cost

less impairment. The amount of undrawn borrowings at 31 March 2018 was £31.5 million (2017: £29 million}, the
cost of the undrawn facility is £78,000 (2017; £142,000), it is not considered to be impaired.

29b Financial instruments' classifications

Amortised cost

Basic financial instruments such as loans are measured at amorised cost. This is calculated using the effective
interest rate method. For floating rated loans and fixed rate loans with no interest rate changes the effective interest
will equal the amount of interest paid. For fixed rated loans which have changes in interest rate over the life of the
loan the effective interest rate will average the different interest rates over the life of the loan. The effective interest is
the amount that is recognised in profit or loss.

Equity
Equity is the difference between an entity's total assets and total liabilities. Where a company has joint or a

controlling interest in another company its share of the equity in that company is recognised in is financial
statements.
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29 Financial instruments {continued)

29d Interest rate profile of borrowings

2018 2017
£000 - £000
Association borrowings comprise:
Inter group loans 110,000 110,000
Affordable Housing Finance Fixed rated loans 50,000 50,000
Fixed rated loans 103,500 118,500
Floating rated [oans 33,000 20,500
Recycled Capital Grant Fund 227 33
Disposal Proceeds Fund 193 193
Total 296,920 299,226
The above values are the foan principal not the loan's carrying vaiue.
2018 2018 2017 2017
Weighted Weighted
Weighted average average
average period for Weighted period for
interest which rate is average  which raté
rate fixed interest rate is fixed
At 31 March % Years % Years
Inter group loans 4.50 25.7 4,50 26.7
Fixed rated loans 4.25 11.9 4.14 12.0
29e Maturity of borrowings
The maturity profile of the principal value of the association's loans, as shown in note 29d; is:
2018 2017
Repayment Repayment
By Not by By Not by
instalments instalments Total instalments instalments Total
£000 £000 £000 £000 £000 £000
0-1years 1,520 107 1,627 - 16 16
1-2years 1,520 119 1,639 1,520 107 1,627
2-5years 54,552 194 54,746 4,560 103 4,663
Over 5 years 68,908 170,000 238,908 122,920 170,000 292,920
126,500 170,420 296,920 129,000 170226 _ 299,228

The above borrowings are secured against the Synergy Housing Limited's social housing properties. The value of the
secured properties is £446.6 million (2017: £430 miflion). At 31 March 2018 properties valuing £84.4 million (2017:

£65 million) were unsecured and available to be secured.
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30 Pension ohligations {continued)

Dorset County Council Pension Fund

The association participates in the above fund as an admitted body under the Local Government Superannuation
Regulations 1995, funded jointly by employer and employee contributions. The fund is a defined benefit final salary
multi-employer scheme.

As at the balance shest date there were 46 (2017: 51) active members of the Scheme employed by Synergy Housing
Limited. The annual pensionable payroll in respect of these members was £1.5 million (2017 £1.6 million).

The fund is subject to 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 Scheme Actuary has prepared an Actuarial Report that provides an approximate update on the funding position of
the Scheme as at 31 March 2018. The principal assumptions used by the independent qualified actuaries in updating
the latest valuation in order to provide the disclosures required by Financial Reporting Standard No. 102 section 28 —
Employes Benefits are stated below. The actuary has used the projected unit credit method of valuation.

The last triennial valuation was performed on 31 March 2016 and the results have been incorporated into the financial
statements for 2018,

The next triennial valuation is due to be carried out on 31 March 2019 and the results for this will be incorporated into
the financial statements for 2020.

The information in the financial statement'relating to the valuation of the pensions scheme's assets and liabilities has
been prepared by the scheme's actuaries, Barnett Waddingham.
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30 Pension obligations {continued)

The Social Housing Pension Scheme
The group participates in the Social Housing Pension Scheme (“the Scheme”).

SHPS is a multi-employer defined benefit scheme. Employer participation in the Scheme is subject to adherence
with the employer responsibilities and obligations as set out in the ‘SHPS House Policies and Rules Employer
Guide'.

The Scheme operated a single benefit structure, final salary with a 1/60th accrual rate untit 31 March 2007. From
April 2007 three defined benefit structures have been available, namely:

« Final salary with a 1/60th accrual rate — now closed to new members.

+ Final salary with a 1/70th accrual rate — not available to employees of Aster Group.

+ Career average revalued earnings (CARE') with a 1/60th accrual rate ~ closed to new members.

From April 2010 a further two defined benefit structures have been available, namely:

« Final salary with a 1/80th accrual rate — not available to employees of Aster Group.

- Career average revalued earnings (‘CARE') with a 1/80th accrual rate — not available to employees of Aster
Group,

A defined contribution benefit structure was made available from 1 October 2010.

An employer can elect to operate different benefit structures for their active members and their new entrants. An
employer can only operate one open defined benefit structure at any one time. An open defined benefit structure is
one which new entrants are able to join,

Synergy Housing Limited currently operates a final salary with a 1/60M accrual rate (closed to new members), a
career average revalued earnings scheme (CARE’) with a 1/60t accrual rate {closed to new members) and a
defined contribution scheme for active members offering variable levels of contribution.

in February 2014, Aster Group introduced a career average revalued earnings scheme {'CARE" with a 1/120%
accrual rate.

SHPS defined benefit scheme

Synergy Housing Limited participates in the scheme, a multi-employer scheme which provides benefits to some 500
non-associated employers. The scheme is a defined benefit scheme in the UK. It is not possible for the association
to obtain sufficient information to enable it to account for the scheme as a defined bernefit scheme. Therefore it
accounts for the scheme as a defined contribution scheme.

The scheme is subject to the funding legislation outlined in the Pensions Act 2004 which came into force on 30
December 2005. This, together with documents issued by the Pensions Regulator and Technical Actuarial
Standards issued by the Financial Reporting Council, set out the framework for funding defined benefit cccupational
pension schemes in the UK.
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36 Homes and bed spaces in management and in development
2018 2017
No. No.
Under development at end of year:
Housing accommodation : 374 410
Shared ownership 206 234
530 644
Under management at end of year:
Owned and managed by the association:
Housing accommodation
Social rent 6,002 6,022
Affordable rent 591 592
Supported housing
Social rent 1,739 1,739
Affordable rent 4 4
Shared ownership ' 249 264
Leasehoid 495 483
Temporary Social Housing 42 42
9,122 9,146
Not owned but managed by the association;
Housing accommodation
Social rent . 29 29
Affordable rent 6 4
Shared Ownership 16 12
Private Sector Leasing 3 3
54 48
Owned but managed by others at the end of the year:
Housing accommodation
Social rent 272 216
Affordable rent 364 263
Supported housing
Social rent 78 79
Shared ownership 305 218
Leasehold 2 1
Market Rented 88 79
1,109 856
10,285 10,050
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37 Related party transactions

The association receives management and other services from its holding company, Aster Group Limited, and property
services from Aster Property Limited and Aster Solar Limited, both fellow group companies under the terms of documented

Service Level Agreements.

Synergy Housing Limited used Zebra Propeity Solutions Limited, a subsidiary of the association, to undertake commercial
and development activities which are outside the charitable rules on its behalf.

The association has taken advantage of the exemption allowed under FRS 102 Section 33 Related Party Disclosures not to
disclose related party transactions within the group. This exemption is available providing the transactions are entered into
between two or more members of a group, so long as any subsidiary which is party to the transaction is whally owned,

The Accounting Direction for Private Registered Providers of Social Housing requires disclosure of the material recharges

for services between non-regulated and regulated entities. These are:

From non-requlated entity To regulated entity

Aster Property Limited Synergy Housing Limited
Aster Homes Limited Synergy Housing Limited
Aster Living Synergy Housing Limited
Aster Solar Limited Synergy Housing Limited
Zebra Property Sclutions Limited Synergy Housing Limited

Nature of supply
Property maintenance services

Property development services

Site management services

Supply of photovoitaic panels

Property development services

2018

Total

£000
19,316

24,421

601

11

Recharges from Aster Property Limited and Aster Homes Limited are at cost plus a profit margin. Al other recharges are at

cost.

The association received £29,925 (2017; £17,850) of services from Aster Options Plus Limited, a fellow member of the

Aster Group, and had an outstanding balance of £625 (2017 £350) with that company at 31 March 2018.

38 Ultimate Parent Company

Synergy Housing Limited is a wholly owned subsidiary of Aster Group Limited, the ulimate parent company and controlling
party, and whose consolidated financial statements may be obtained from the following address:

The Company Secretary, Sarsen Court, Horton Avenue, Cannings Hill, Devizes, Wiltshire, SN10 2AZ.

Aster Group Limited is the only group te consolidate the company's financial statements.
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