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Legal status and rules of the Association

Hafod Care Association Limited (the ‘Association’) is a subsidiary of Hendre Limited 
(the ‘parent’). The Association is a ‘not for profit’ organisation administered by a voluntary Board.

The Association is registered as a charitable housing association (No. 28830R) under the Co-
operative and Community Benefits Act 2014 and is registered with the Welsh Government (No. 
J126).

The Registered Office of the Association is St Hilary Court, Copthorne Way, Culverhouse Cross, 
Cardiff, CF5 6ES.

The Association has adopted the charitable version of Community Housing Cymru’s Model 
Rules (2013). 

The Association, as part of the Hendre Group, is a member of Community Housing Cymru.

Shareholders

The Association will admit to Membership individuals and organisations which are likely to have 
a long-term interest in promoting the Association’s work. These will include organisations with 
whom the Association has developed positive relationships, including organisations with whom 
the Association has agency or partnership agreements, as well as other voluntary or charitable 
organisations with whom the Association comes into contact by reasons of its work.

Membership may extend to local and other public authorities or key individuals within such 
authorities. Individual tenants and residents may apply to become shareholders.

No individuals or organisations will be admitted into membership under circumstances in which 
an individual might derive personal gain, financially or otherwise.

All applicants to become a shareholder of the Association are subject to approval of the Hendre 
Limited Board.
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Board, Committees and executive officers

The Board of the Association comprises up to fifteen members, the majority of whom shall 
always be capable of appointment by Hendre Limited.

The current Members of the Board are as follows:

 Chair      Mrs J Keenor

 Other Members

 Mr R Alexander (from June 2016) *  Mr M Rees *
 Ms T Boyce (from June 2016) *   Mrs S Sansom
 Mrs J Davies *     Ms S Sheppard
 Mr S Greenstreet (from June 2016) *  Mr D Westall *
 Mr E Lewis *
    
 Company Secretary   Mr I Williams

Board Members appointed by the Hendre Board are indicated with an asterisk against their 
name.

Following the Group’s Board Member recruitment initiative in early 2016 there have been the 
following changes Board Membership since the financial statements for the year ended 31 
December 2015 were approved at the Board meeting held on 11 May 2016:

 Name    Category    Date of leaving the Board
 Ms M Howells   Elected Member   February 2017
 Mr I Jenkins    Elected Member   March 2017
 Dr P Jones    Elected Member   April 2017
 Dr A Napier    Hendre Appointee   June 2016
 Mr J Singh MBE   Hendre Appointee   June 2016
 Mr M Talbot    Hendre Appointee   June 2016
 Mr C Thomas   Hendre Appointee   June 2016
 Mr P Williams MBE   Elected Member   June 2016

Additionally Mrs J Gregory joined the Board as a Hendre Appointee in June 2016 but 
subsequently resigned October 2016.

The Board, at its meeting in February 2017, resolved to reduce the maximum size of the Board 
from fifteen to eleven Members, this change to become effective from the date of the Annual 
General Meeting in June. Therefore, from that date, the Board will comprise five Members in the 
elected category and six Members in the appointed category.
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The Association has three functional committees:
 
 − Finance;
 − Staffing and Marketing; and
 − Performance Monitoring.

All Members of these Committees are also Members of the Board.

Each of the Association’s larger establishments has a house committee, chaired by a Board 
Member, which provides a platform on which residents, their relatives or their advocates can 
bring forward issues for discussion and, where necessary, resolution.

The Chair of the Association, together with the Chair of Hafod Housing Association Limited 
and the Chair of Hafod Resources Limited, sits on the Board of Hendre Limited. The remaining 
seven Members of the Hendre Board are independent Members who do not sit on the Boards of 
any other organisation within the Group. The Chair of Hendre Limited attends the Association’s 
Board meetings in an ex-officio capacity.

The Association is represented on the Group Corporate Governance Committee, the Group 
Health and Safety Committee and the Group Remuneration Committee. The Association’s 
Board has also established a Disciplinary Committee and an Appeals Committee which meet as 
and when required.

The senior executives of the Association are as follows:

 Managing Director       Mrs I Watkins
 Director of Operations (from October 2016)   Mr S Conway
 Director of Nursing (Quality and Development)   Mrs K Healey

The senior executives hold no interest in the shares of the Association. They act as an 
executive within the authority delegated by the Board. In addition to the above Mr D Lewis, 
Director of Support & Community Care left the Association in May 2016. The Managing Director 
together with the Group Chief Executive, Group Finance Director and Managing Director of 
Hafod Housing Association form the Group Executive Committee.
 
Current obligations of Board Members to the Board and the Association

The Board is expected at all times to act in the best interests of the Association and is 
responsible for controlling the Association’s affairs in an efficient, effective and accountable 
manner. The Board has agreed that Board and Committee Members should:

 − Be committed to the values and objectives of the Association;
 − Be committed to the Association’s policies including its equal opportunities policy;
 − Contribute to the shared responsibility for the Board’s decisions;
 − Ensure that all reports and minutes are diligently read;
 −  Attend meetings, training sessions and other events that may from time to time   
  occur; and
 − Declare any interests in the Association’s dealings whether pecuniary or    
  otherwise.
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All Board and Committee Members must, within one month of appointment, sign and deliver to 
the Board a statement confirming that they will meet their obligations to the Board and to the 
Association.

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

The Board must be competent in the wider sense to carry out its defined role. Competence in 
this wide sense goes beyond particular skills. It includes the ability to understand the impact of 
the Association’s work on local communities and those it seeks to serve. It requires a high level 
of commitment and cohesion in pursuit of shared goals.

Board Members should all possess the qualities required to make decisions and monitor the 
Association’s performance. The Board will include experience of the following so as to discharge 
its responsibilities effectively:

 − Care and support services;
 − Housing needs;
 − Management (including the management of staff and of property);
 − Finance;
 − Community relations and needs;
 − Public presentations; and
 − Resident and tenant issues and concerns.

All Board Members serve because of their commitment to the aims and objectives of the 
Association. They are not appointed to represent any particular group.

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

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

The law requires the Board to prepare financial statements for each financial year. Under 
those regulations the Board has elected to prepare the financial statements in accordance with 
the United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting 
Practice), including Financial Reporting Standard 102 ‘The Financial Reporting Standard 
applicable in the UK and Republic of Ireland’.

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 judgments 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.
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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 it to ensure that its 
financial statements comply with the Co-operative & Community Benefit Societies Act 2014, the 
Housing and Regeneration Act 2008 and the Accounting Requirements for Registered Social 
Landlords General Determination (Wales) 2015.

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 also responsible for ensuring the integrity of the corporate and financial 
information included on the Association’s website.

Housing Association governance – reporting on internal controls

The Welsh Government requires Registered Social Landlords (RSLs) to report on internal 
controls (Welsh Government Circular RSL 02/10). These requirements have been adapted to 
suit RSLs and follow the report of the Cadbury Committee on ‘the financial aspects of corporate 
governance’ and in particular paragraph 4.5 of the ‘Code of Best Practice’.

The Board is ultimately responsible for the Association’s system of internal control which is 
designed to provide reasonable but not absolute assurance regarding the safeguarding of the 
assets, the maintenance of proper accounting records and the reliability of financial information.
The following mechanisms have been put in place, which are designed to provide effective 
internal financial control:

 − Clearly defined management and reporting structures;
 − Careful recruitment and effective financial training programmes;
 − Regulations and procedures manuals for staff;
 − Management information and accounting systems with quarterly reporting of
  financial results and other performance indicators compared with budgets and   
  forecasts;
 − Rolling five and thirty year strategic business plan forecasts and development   
  plans; and
 − Monitoring of the control systems by the Group Corporate Governance    
  Committee, internal auditors and management review.

The Group Corporate Governance Committee comprises representatives from each Board 
within the Hendre Group plus an independent Member (Mr Gareth Phillips). The Committee has 
a wide remit to monitor all aspects of corporate governance across each member of the Group, 
including financial controls, fraud and corruption, and internal and external audit arrangements.

The Director of Central Services (Hafod Resources Limited) acts in liaison with the Group 
Corporate Governance Committee and its Chair in preparing reports on all aspects of related 
governance activities across the Group.

The Group complies with best practice on the prevention of fraud. In particular, it has a clear 
counter fraud policy and strategy in place. The strategy covers the prevention, detection and 
reporting of fraud and the recovery of assets. There have been no cases of fraud reported 
during the year.

TIAA was appointed as the Group’s internal auditor in May 2015. Their annual programme of 
audits is approved by the Hendre Board and their reports are presented for consideration both 
to the Association’s Board and to the Group Corporate Governance Committee. 
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Risk and risk management

Risks facing the Association

The overall risks and challenges facing the Association are assessed and monitored by 
the Board on a regular basis using its risk control framework. A key factor is having a 
comprehensive understanding the business environment in which the Association operates 
and the key factors that will impact upon the Association’s aim of sustaining long term financial 
viability that will enable it to continue to provide high quality services to current and new clients 
within a well governed organisation.

The Board periodically reviews its appetite for risk and will use this as a benchmark for making 
strategic decisions about current service provision or future growth.

Under the new risk based approach the Regulator has indicated three areas of risk which the 
Boards of Associations in Wales need to address.

Governance risks

The Hendre Group has adopted Community Housing Cymru’s Code of Governance and has 
undertaken a thorough and extensive review of its compliance (or otherwise) against the 
provisions of the Code.

For the areas of non-compliance the Group has identified the required actions to either ensure 
compliance within a specified timescale or have robust reasons to explain non-compliance.

The Hendre Group has an active Board Member recruitment programme ensuring that new 
appointees have a cross section of skills and reflect the diversity of communities we serve.

Board Members, Committee Members and senior executives are covered under Community 
Housing Cymru’s indemnity insurance policy.

Financial risks

The Board recognises that, in an uncertain economic environment, there are significant risks 
and challenges that face the Association at present and into the foreseeable future. Some of 
these risks are known, identifiable and manageable. However, there remains considerable 
uncertainty around future national and local policy with regards to the funding crisis facing 
social care providers and future funding of supported housing accommodation which forms a 
significant part of the Association’s business.

Many of the Association’s residents living in nursing and residential care homes are funded 
by a combination of Local Authorities and Health Boards. These organisations, like most parts 
of the public sector, are under pressure to reduce costs and make savings. This is at a time 
when residents entering our homes are, most typically, more frail and in need of more intense 
care. This combination of increasing costs and downward pressure on income is a well-known 
risk to the Association which is looking to mitigate the effects by re-defining the Association’s 
offer to ensure that it can operate effectively in what is likely to be a more stringent financial 
environment.
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Similar scenarios face those tenants and residents that are reliant on the Association for 
providing support. For those tenants for whom we provide supported accommodation the impact 
of the various aspects of welfare reform on their ability to continue to secure financial support 
for the accommodation which we provide, is a major concern for the individual as well as the 
Association. Where the Association is also the support provider, there is the continued threat of 
cuts to supporting people funding. The Association, up to now, has been reasonably successful 
in retaining funding for most of the schemes which it operates but, as with other areas, the 
availability of continued funding is under pressure.

The implementation of national living wage from April 2016 has had, and will continue to have, 
a considerable impact on the Association. This means that even to keep services to the same 
level of delivery Hafod Care will have to work in smarter, more efficient ways.

The care industry across the United Kingdom has responded to these challenges by developing 
private pay offerings to help support the continuation of a socially funded service whilst retaining 
overall financial viability. This is a direction that Hafod Care itself will need to take to ensure 
income maximisation meets rising operational costs.

The Association automatically enrolled all employees, who had not opted to join one of the 
Association’s existing schemes, into a defined pension scheme in 2013. As required by 
legislation those staff who have elected to opt out of the scheme have been automatically re-
enrolled after three years. The Association decided, on implementation of the scheme, to set 
employers contribution at the minimum level (one percent of pensionable salary) required by 
legislation. This minimum will increase from the autumn of 2017, when the Association will 
be required to increase its employer’s contribution to two percent of pensionable salary. This 
increase, together with the impact of the half a percent apprenticeship levy from April 2017, will 
further add to Hafod Care’s cost base.

As detailed in the financial statements the Association has a number of current employees still 
contributing to the final salary pension scheme that was on offer to staff who were transferred 
from Torfaen County Council when the Association took over the management of these homes 
in 2002. The financial statements detail the actuarial future liability to pay pensions according to 
the terms of the scheme for all current, deferred and retired members of the scheme, including, 
where relevant, family beneficiaries. 

Under the terms of the Admission Agreement to the Greater Gwent Scheme, once the last 
active (contributing) member of the scheme leaves the employment of the Association the 
pension liability crystallises and the Association becomes liable to make a cash settlement 
to the pension scheme. The liability will be assessed by independent actuaries at that time. 
At present it is difficult to predict when the crystallisation will occur. However, the Board is 
implementing a strategy to ensure that, when this occurs, it has ring-fenced sufficient cash 
reserves to meet the liability.

The Association’s treasury management risks are managed under the umbrella of the Group’s 
Treasury Management policy. The Association currently has the majority of its external 
borrowing

through one major loan facility and in the short term its exposure to interest rate changes has 
been mitigated by fixed interest rate arrangements. £12 million of current funding has been 
forward fixed from August 2017 at an all-in rate of 1.17%.
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The Association’s relatively low external indebtedness reduces the risk of being unable to 
service debt.

The Board has also decided, at this time, not to enter into any commitments to develop 
new, non-grant funded schemes specific to the Association. However, the Association will 
still continue to manage schemes on behalf of others where the client group has specific 
requirements for service provision that is best aligned to the expertise that the Association 
can offer. These will include those schemes that have been funded and developed by other 
members of the Group. Subject to the requirement to set aside sufficient cash reserves to meet 
the potential crystallisation of the defined benefit liability, the Association’s strategy is to use 
accumulated cash surpluses generated from operations to purchase the extra care schemes in 
Merthyr Tydfil and the Vale of Glamorgan from Hafod Housing Association.

The Association, as part of a wider Hendre Group initiative, has developed an asset and 
liabilities register as well as considering the condition of the estate and how it can ensure that 
it remains fit for purpose in the future, given changing demand, client requirements as well as 
financial considerations.

Given the wide range of uncertainties facing all registered landlords, an increasing emphasis 
is placed on future business planning which incorporates a range of stress testing scenarios. 
The Association’s Finance Committee, in considering the base business plan, is also presented 
with scenarios that demonstrate the impact of multiple risks which allows them to consider what 
mitigating actions can be taken to offset the effects, as far as possible, of these risks, should 
they materialise. The Association recognises that even more rigorous stress testing of business 
plans will be required as the range of risks increase.

Operational service risks

The Association recognises the operational risks involved in providing a service to frail and 
vulnerable people. It aspires to do this within a healthy and safe working environment for staff 
and clients alike to minimise risks of accidents and adverse effects on the health of everyone. 
Policies, procedures and practices are designed to reduce risks, underpinned by the Group’s 
health and safety professionals that provide advice, guidance and support to operational 
mangers on health and safety matters. The Board fully recognises and accepts its duty of care 
in respect of health, safety and wellbeing.

The Social Services and Well-Being (Wales) Act became law in April 2016 and provides the 
Association with a new set of challenges with the focus on services becoming person centred. 
This act, together with the new social care regulations that will be introduced over 2017, means 
that the Association will need to consider how it will rise to, and meet, the challenges that these 
changes bring and how it can adapt it services accordingly. While the Association fully buy-
in to the spirit of these changes there is still considerable uncertainty of the impact that these 
changes will have on funding.

The Association is committed to ensuring it delivers all its services with the health and safety of 
employees, clients and contractors as a top priority.

The Association engages external parties to insure against a range of risks, including property, 
public and employer liability. 
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Risk and risk management

The Group and Association’s approach to the management of risk

The Board is acutely aware of its responsibilities and seeks to manage all risks to a manageable 
level by way of implementing appropriate actions.

These are regularly reviewed by the Board. Internal risks are minimised by the implementation 
of policies and procedures which are periodically reviewed to ensure that they still meet the 
needs of the organisation and recognised good practice.

Risk management and health and safety are all areas monitored by the Group Corporate 
Governance Committee on which the Association is represented by an appointed Board 
Member.

In relation to health and safety specific risks, the Board is aware of its responsibilities on 
these matters and strives to maintain a healthy and safe living and working environment for 
tenants and members of staff. The Association is represented on the Group Health and Safety 
Committee which meets on a regular basis to assess risks and associated actions in relation to 
health and safety.

The Association has reviewed its approach to risk management and follows the Hendre Group’s 
approach to risk management using the services of the Director of Central Services. This work 
has resulted in an updating of both the Association’s risk register and risk strategy.
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Strategic review and performance

Values and objectives of the Association

The project to re-brand the Hendre Group, which commenced in 2015, defined the key shared 
vision of all parts of the Group – ‘Making Lives Better’.

The progressive roll out during 2016 of the new brand gave the opportunity for staff across the 
Group to be involved as brand champions to assist and advise on changes that were needed to 
signage, uniforms, stationery, websites, vehicles etc.

Running in parallel was a project to engage with staff to explore and establish the values that 
should underpin the Hafod brand and be at the forefront of everything we do. Fourteen hundred 
staff across all locations and operational areas of the Group were encouraged to be involved 
in a range of activities to help us define our values as well as the required behaviours that the 
Group expect of staff in living these values.

Everything we do at Hafod is underpinned by our values – ‘The Hafod Way’. These are:

 Working Together   –  working as one team to create a positive and    
      supportive workplace
  Respect    –  respecting and valuing everyone, showing    
      consideration for each other at all times
  Professional   –  taking pride in doing a great job and always presenting  
      our selves and Hafod in a positive way
 Learning and Improving  –  Always seeking to improve what needs to be improved  
      and reinforcing what works well
 Great Service   –  Delivering great service by doing our best at all times

Feedback from this exercise was a key element in compiling our new corporate plan. Over the 
summer of 2016 we consulted with partners, stakeholders, tenants, residents, Board Members 
and staff to enable their views on the Association and the Group to inform and influence our 
future strategic direction. This culminated in the production of the Group’s Corporate Plan for 
2017 – 2021 which has two strategic aims:

 − To provide more homes and services
 − To improve everything we do.

A copy of the Group’s Corporate Plan can be found on the Hafod Care website.

Strategic business objectives

As part of the Hendre Group, the Association plays a key part in the delivery of the wide range 
of housing, support and care services offered by the Group across a large part of south Wales. 

The high level objectives of the Association are currently:

 − To build and develop partnerships that deliver improvements in quality for the   
  benefit of everyone in our communities;
 − To develop further a voice for those who use our services to enable continuous   
  improvement to deliver what people want;
 − To recruit, develop, engage, support and retain a skilled, committed and    
  compassionate workforce with effective leadership at every level;
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Strategic review and performance

 − To establish clear outcomes in both safety and quality across all areas of the   
  Association;
 − To offer opportunity to enhance independence and well-being to those we care for  
  and support;
 − To evolve to meet the changing needs of older people to deliver outcomes in a   
  timely manner; and
 − To ensure financial sustainability with an effective and well governed Association.

Hafod Care is now developing its operational plan to ensure we play our part in achieving the 
overall strategic aims of the Group.

Currently the principal activities of the Association are:

 − The development and management of residential and nursing homes;
 − The provision of supported housing schemes for people suffering from some level
  of physical disability, complex mental health issues or overcoming problems 
  associated with alcohol or drug abuse;
 − The operation of a range of floating and tenant support schemes, including the   
  provision of services to tenants of other organisations;
 − The provision of domiciliary care services; and
 − The provision of day care services.

The Association currently provides services in eight local authority areas across south Wales.
The configuration of these services will almost certainly change through the years ahead as 
the Association faces different stresses and strains of adapting to more difficult economic 
conditions, as well as the changing needs, wants and aspirations of service users.

Against a back drop of falling revenue, increased costs, challenges in the recruitment and 
retention of staff (particularly nurses) plus ever increasing legislation has inevitably put strains 
on the Association’s current business model. This will necessitate the Association adapting 
and changing its approach in the future to mitigate these negative impacts by examining what 
services are offered, at what price and to what group of clientele.

Despite reductions in the availability of revenue grant, the Association remains committed to 
supporting vulnerable people who rely on its current services as well as competing for new 
services tendered under the Supporting People regime, and the provision of other domiciliary 
care and support services across south Wales.

The potential impact of welfare reform changes, which may limit clients of our supported houses 
to receive lower levels of benefit than at present, will require a major review of this service area 
as Government policy becomes clearer and is progressively implemented in the years ahead.
All the above challenges come at a time when the Association is faced with an increase in 
its costs base as a result of the introduction of national living wage from April 2016 and the 
compounded effects of this over the forthcoming years as the national living wage increases.
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Performance for the year

Construction of the Association’s third extra care scheme, Ty Heulog, in the Rhondda Cynon Taf 
Local Authority, was completed in the autumn of 2016 providing 40 (24 two bed and 16 one bed) 
units together with on-site facilities for support and domiciliary care. Build up to full occupancy 
has been more protracted than anticipated. Although intended originally to be a scheme 
leased by Hafod Care form Hafod Housing, the use of surplus cash reserves have enabled the 
Association to acquire the scheme outright, thereby avoiding the payment of leasing fees to 
Hafod Housing.

The redevelopment of the former Trowbridge Heath Centre site in Cardiff, which is adjacent to 
the existing Woodcroft and Dol yr Hafren schemes was also completed in autumn 2016. Cwrt 
Hir comprises a mix of sixteen flats and bungalows for older persons as well as for clients with 
physical/sensory impairment. As with Ty Heulog, the Association has now acquired this scheme 
outright from Hafod Housing Association.

In April 2017 construction was completed on the development of a 19 unit mixed-tenure scheme 
on the site of the former Dorothy Lewis Residential Home in Canton, Cardiff. Hafod Care will 
manage the nine flats on this site, intended for clients with learning difficulties.

The Association has recently been successful in receiving approval for loan funding of £0.3m to 
acquire land for future development under the Welsh Government’s Land for Housing initiative.
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Financial performance

The Association made an overall surplus for the year of £0.1m compared to a previous year 
surplus of £1.1m. Turnover decreased by 6.7% compared to the previous year to reach £26.0m. 
The operating surplus of £0.6m was 2.2% of turnover (2015: £1.6m, 5.7% of turnover).

Reduction in the Association’s reported surplus for 2016 compared to the previous year 
reflected a combination of:

 − the upward pressure on costs, in particular the impact of national living wage
 − the inability to retain staff resulting in high agency costs
 − the loss of support and domiciliary care contracts
 − operational problems at the larger care homes

The difficult operating environment of the larger nursing care homes is in line with the 
experience being reported by other care providers, both in the not-for-profit and the private 
sector, resulting in many cases to closure of facilities.

Although the overall results for the year were well below budgeted expectation, nonetheless 
the Association returned a small overall surplus, having made a full contribution to central 
overheads. Moreover, the Association comfortably exceeded the minimum requirements of 
interest cover required under its loan facility covenants. 

Summary statement of comprehensive income

An independent evaluation of the Greater Gwent (Torfaen) final salary pension scheme resulted 
in an actuarial loss on the scheme being reported in the statement of comprehensive income for 
the year of £0.7m (2015: £0.2m actuarial loss). Reference has been made earlier in this report 
to the potential crystallisation of pension deficit for this scheme.

The financial statements and supporting notes detail the financial performance of the various 
operating activities of the Association.

2016 2015 2014
£m £m £m

Turnover 26.0 27.9 27.2
Operating expenditure (25.4) (26.3) (25.5)
Operating surplus 0.6 1.6 1.7
Net interest payable (0.5) (0.5) (0.3)
Other income and expenditure - - -
Surplus for the year 0.1 1.1 1.4
Actuarial loss in respect of pension scheme (0.7) (0.2) (0.6)
Total comprehensive income for the year (0.6) 0.9 0.8
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Summary statement of financial position

Revenue reserves at the end of 2015 of £20.9m reduced to £20.3m as at 31 December 2016, 
this net reduction comprising the surplus for the year (£0.1m) being offset by the actuarial loss 
on the pension scheme (£0.7m).

The Association’s total borrowing of £17.9m as at 31 December 2016 comprises £17.5m from 
Nationwide Building Society, £0.1m the Royal Bank of Scotland (RBS) and £0.3m from the 
Welsh Government under the ‘Land for Housing’ initiative. All the Association’s loans at the 
end of the year were at fixed interest rates. The Association comfortably remained within the 
maximum gearing ratio required under its loan facility covenants.

With the exception of the ‘Land for Housing’ loans there was no additional external borrowing 
drawn down in 2016, with total borrowing at the end of the year at £17.9m (2015: £17.9m).

In line with lenders requirements, a full valuation of all properties charged as security against 
both Nationwide and RBS these loans was undertaken by independent external valuers during 
2016. The results were received in January 2017 and indicated that there is sufficient security 
charged to each lender to meet the requirements of the respective loan facilities.

We are in the process of concluding discussions with Nationwide Building Society on the 
re-defining of covenant calculations following the transition from UK GAAP to FRS 102. It is 
anticipated that the impact of these changes will be neutral to both the Association and lenders. 
As indicated above the Association has met all financial covenants within its loan facilities.
 

2016 2015 2014
£m £m £m

Fixed assets 49.4 39.0 38.0
Current assets 7.6 11.3 10.8
Total assets 57.0 50.3 48.8

Current liabilities (3.8) (3.8) (4.0)
Housing loans (17.9) (17.9) (18.2)
Government grants (13.5) (7.0) (6.3)
Defined benefit pension liability (1.5) (0.7) (0.3)
Total liabilities (36.7) (29.4) (28.8)

Net assets represented by reserves 20.3 20.9 20.0
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Summary statement of cash flows

There was a net cash inflow from operating activities during the year of £1.2m (2015: £2.2m). 
After cash outflows in respect of interest payable, loan repayments, investment in component 
replacements and purchase of replacement fixed assets, the Association generated ‘free cash 
flows’ of £0.1m (2015: £1.2m).

Under the Group’s treasury management policy, surplus cash generated by the Association is 
pooled within Hafod Housing Association Limited and placed by them on deposit with approved 
counter-parties. Therefore, the Association has minimal cash balances on the face of its balance 
sheet at the end of the financial year.

External borrowing was offset by inter-company debtors/creditors and bank account balances to 
leave net debt at the end of 2016 of £16.0m (2015: £13.8m).

The Association has now utilised all its existing external borrowing facilities and at present has 
no plans to seek new additional funding. Achievement of the 2017 budget targets will result in 
Association generating surplus operating cash after service of debt.
 

 

2016 2015 2014
£m £m £m

Opening cash and cash equivalents - - -

Net cash from operating activities 1.2 2.2 3.1
Purchase of fixed assets (15.3) (2.0) (2.0)
Proceeds from sale of fixed assets 1.7 0.1 2.0
Government grants received 8.9 0.8 0.3
Net interest paid (0.5) (0.5) (0.3)
Loan (repaid)/received - (0.3) (0.3)
Inter-company cash flows 4.0 (0.3) (2.8)
Net cash outflow - - -

Closing cash and cash equivalents - - -
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Strategic review and performance

Key financial performance indicators

Unlike the majority of traditional housing associations, the Association has few comparable
organisations against which it can compare either financial or operational performance 
indicators. A value for money statement for 2016 has been presented to the Board.

The wider Hendre Group is also a significant contributor to the Welsh economy, through its
procurement of goods and services which, including the cost of staff, annually exceeds £40m. 
Working with the Value Wales team in the Welsh Government it is estimated that through its 
major contracted works the Group has contributed over £5.8m to Welsh SMEs and over £2.8m 
in income to people living in Wales over the year.

Welsh Government financial viability judgement

On 15 January 2016 the Housing Regulation Team of the Welsh Government issued its 
judgement on the financial viability of the Hendre Group. The financial viability judgement for 
the Group was a ‘pass’. Future viability judgments will be included with the periodic regulatory 
assessment of the Group. The next viability judgement is anticipated in June 2017.

Hafod Care Association’s Employees

The Association is now a significant employer in the localities where it delivers its wide range of
services. Its strengths lie in the quality and commitment not only of its own employees, but 
also those staff employed by the Hendre Group who provide strategic direction and advice as 
well as corporate and development services. The Association’s ability to meet its objectives 
and commitments to residents and tenants in an efficient and effective manner depends on the 
contribution of employees throughout the Association.

The Association continues to provide information on its objectives, progress and activities 
through regular executive, management team and departmental meetings and actively 
promotes appropriate staff training to meet these objectives. Staff from across a number of 
locations within Hafod Care participated in the first Group wide staff conference at the beginning 
of 2017, at which, amongst other things, the Corporate Plan was presented and discussed
The recruitment and retention of front line staff remains a major challenge for the Association,
particularly nurse recruitment.

2016 2015 2014

Operating surplus as % of turnover 2.2% 5.7% 6.3%

Net surplus as % of turnover 0.2% 4.0% 5.1%

Net surplus as percentage of net assets 0.3% 5.3% 7.0%

Average net interest cost 2.8% 2.8% 2.7%

Change in annual turnover (6.7)% 2.4% n/a

Change in net assets (3.2)% 4.4% 4.3%
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Strategic review and performance

The Association is striving to engage more effectively with staff across all areas of operation, 
seeking to ensure they understand the Association’s values as well as to get a better 
understanding of their issues, ambitions and concerns. This will enable the Association to help 
staff to develop in their current job as well as providing a career path that meets their ambitions. 
Engaging with staff will lead to greater retention, better attendance through reduced sickness 
related absences and greater job satisfaction. 

The Association is also looking at how best to fulfil its statutory and developmental
training programme to make it fit for purpose and to fulfil the needs of the business and the
developmental needs of the individual.

All this needs to happen under the umbrella of a management structure that has accountability 
for performance, both operationally and financially. With this in mind the Association has already
strengthened the role of managers of the larger care homes and has reviewed its central senior
management structure.
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Other matters

Subsequent events

In March 2017 Hendre Limited repaid to Hafod Care £2.4m of inter-company loan reducing 
the amount outstanding to £1.6m as at 31 March 2017. This level is in line with the level 
of borrowing Hendre receives from Hafod Housing Association Limited and from which 
Hendre Limited funded the acquisition of the St Hilary Court offices which are occupied by all 
subsidiaries within the Group.

Disclosure of information to the auditor

The Board Members who held office at the date of approval of this report confirm that, so far as 
they are each aware, there is no relevant audit information of which the Association’s auditor is 
unaware; and each Board Member has taken all the steps that they ought to have taken as a 
Board Member to make themselves aware of any relevant audit information and to establish the 
Association’s auditor is aware of such information.

Annual general meeting

The annual general meeting will be held on 12 June 2017 at St Hilary Court, Copthorne Way,
Culverhouse Cross, Cardiff.

Auditor

The auditor, Mazars LLP, is willing to continue in office and a resolution to re-appoint them will 
be proposed at the annual general meeting.

The report of the Board was approved on 10 May 2017 and signed on its behalf by:-

Judy Keenor, Chair
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Independent Auditor’s report

Independent Auditor’s report to the Members of Hafod Care 
Association Limited

We have audited the financial statements of Hafod Care Association Limited for the year ended 
31 December 2016 which comprise the Statement of Comprehensive Income, the Statement of 
Financial Position, the Statement of Cash Flows, the Statement of Changes in Reserves and 
the related notes.  The financial reporting framework that has been applied in their preparation 
is applicable law and United Kingdom Accounting Standards (United Kingdom Generally 
Accepted Accounting Practice), including Financial Reporting Standard 102 “The Financial 
Reporting Standard applicable in the UK and Republic of Ireland”.

Respective responsibilities of The Board and auditor

As explained more fully in the Statement of the Board’s Responsibilities set out on page 4, the 
Board is responsible for the preparation of the financial statements and for being satisfied that 
they give a true and fair view. 

Our responsibility is to audit and express an opinion on the financial statements in accordance 
with applicable law and International Standards on Auditing (UK and Ireland). Those standards 
require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors. This 
report is made solely to the Association’s members, as a body, in accordance with Part 7 of the 
Co-operative and Community Benefit Societies Act 2014 and the Housing and Regeneration Act 
2008.  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 its members as a body for our audit work, for this report, or for the 
opinions we have formed.

We have reviewed the Board’s statement on the Association’s compliance with the Welsh 
Government circular RSL 02/10 ‘Internal controls and reporting’.  We are not required to express 
an opinion on the effectiveness of the Association‘s system of internal control.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Financial 
Reporting Council’s website at www.frc.org.uk/auditscopeukprivate.

Opinion on the financial statements

In our opinion the financial statements:

 − give a true and fair view of the state of the Association’s affairs as at 31 December  
  2016 and of the Association’s surplus for the year then ended;
 − have been properly prepared in accordance with United Kingdom Generally   
  Accepted Accounting Practice; and
 − have been prepared in accordance with the requirements of the Co-operative   
  and Community Benefit Societies Act 2014, the Housing and Regeneration Act   
  2008 and the Accounting Requirements for Registered Social Landlords General   
  Determination (Wales) 2015.
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Independent Auditor’s report

Opinion on other matters prescribed by the Welsh Government circular RSL 
02/10 ‘Internal controls and reporting’

In our opinion, with respect to the Board’s statement on internal control:

 − the Board has provided the disclosures required by the Welsh Government   
  circular RSL 02/10 ‘Internal controls and reporting’; and
 − the statement is not inconsistent with the information of which we are aware from  
  our audit work on the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Co-operative and 
Community Benefit Societies Act 2014 requires us to report to you if, in our opinion:

 − the Association has not kept proper books of account; or
 − a satisfactory system of control over transactions has not been maintained; or
 − the financial statements are not in agreement with the books of account; or
 − we have not received all the information and explanations we require for our audit.

Mazars LLP
Chartered Accountants and Statutory Auditor 
45 Church Street
Birmingham
B3 2RT

Date:  
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Financial statements

Statement of comprehensive income
Year ended 31 December 2016

Note 2016 2015
£'000 £'000

Turnover 3 26,008 27,871

Operating expenditure 3 (25,443) (26,280)

Operating surplus 3 565 1,591

Surplus on disposal of property, plant and equipment 5 - -

Interest receivable 6 11 31

Interest and financing costs 7 (494) (497)

Other finance cost 29 (30) (15)

Surplus before tax 3 52 1,110

Taxation 12 - -

Surplus for the year 52 1,110

Actuarial loss in respect of pension schemes 30 (715) (223)

Total comprehensive income for the year (663) 887

Statement of changes to reserves
As at 31 December 2016

2016 2015
£'000 £'000

At beginning of year 20,915 20,028
Surplus for the year 52 1,110
Actuarial loss in respect of pension schemes (715) (223)
At end of year 20,252 20,915
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Financial statements

Statement of financial position
As at 31 December 2016

Note 2016 2015
£'000 £'000

Fixed assets
Housing properties 13 48,900 38,550
Other property, plant and equipment 15 477 430

49,377 38,980

Current assets
Debtors due after one year 16 4,000 5,750
Debtors due within one year 17 3,463 5,460
Cash at bank and in hand 18 89 56

7,552 11,266

Creditors: amounts falling due within one year 19 (4,295) (4,186)

Net current assets 3,257 7,080

Total assets less current liabilities 52,634 46,060

Creditors: amounts falling due after more than one year 20 (30,928) (24,469)
Defined benefit pension liability 30 (1,454) (676)

Net assets 20,252 20,915

Capital and reserves
Called up share capital 23 - -
Revenue reserves 20,252 20,915
Association's funds 20,252 20,915

The financial statements were approved by the Board on 10 May 2017 and signed on its behalf by:

Chair                                                                    Board Member                                                              Secretary

28



Financial statements

Statement of cash flows
Year ended 31 December 2016

Note 2016 2015
£'000 £'000

Net cash generated from operating activities a 1,231 2,235

Cash flows from investing activities
Purchase of property, plant and equipment (15,348) (1,986)
Proceeds from sale of property, plant and equipment 1,697 86
Grants received 8,891 808
Interest received 11 31
Inter-company loan 1,750 (2,350)
Net cash flows from investing activities (2,999) (3,411)

Cash flows from financing activities
Interest paid (495) (497)
New loans 330 -
Repayments of borrowings (302) (286)
Inter-company debtors and creditors 2,268 1,965
Net cash flows from financing activities 1,801 1,182

Net increase in cash and cash equivalents 33 6

Cash and cash equivalents at beginning of year 56 50
Cash and cash equivalents at end of year b 89 56
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Financial statements

Notes to the statement of cash flows
Year ended 31 December 2016

a) Net cash generated from operating activities
2016 2015
£'000 £'000

Surplus for the year 52 1,110
Adjustment for non-cash items:

Depreciation of property, plant and equipment 1,102 1,115
Decrease in debtors 133 29
Decrease in creditors (527) (499)
Pension costs less contributions payable 63 91
Carrying amount of property, plant & equipment disposals 1,697 86

Adjustments for investing or financing activities:
Proceeds from the sale of property, plant and equipment (1,697) (86)
Government grants utilised in the year (75) (77)
Interest payable 494 497
Interest received (11) (31)

Net cash generated from operating activities 1,231 2,235

b) Cash and cash equivalents
2016 2015
£'000 £'000

Cash at bank and in hand 89 56

c) Free cash flow
2016 2015
£'000 £'000

Net cash generated from operating activities 1,231 2,235
Interest paid (495) (497)
Interest received 11 31
Taxation paid - -
Component replacements (120) (99)
Purchase of other replacement fixed assets (255) (230)
Free cash generated before loan repayments 372 1,440
Loans repaid (excluding revolving credit and overdrafts) (302) (286)
Free cash generated after loan repayments 70 1,154

d) Reconciliation of net cash flow to movement in net debt
2016 2015
£'000 £'000

Increase in cash in the year 33 6
Cash outflow from inter-company debtors and creditors (2,268) (1,965)
Cash (inflow)/outflow from changes in debt (28) 286
Movement in net debt in the year (2,263) (1,673)
Net debt at 1 January (13,775) (12,102)
Net debt at 31 December (16,038) (13,775)

e) Analysis of changes in net debt

2016 2016
£'000 £'000 £'000

Cash and cash equivalents 56 33 89
Inter-company debtors and creditors 4,029 (2,268) 1,761
Housing loans (17,860) (28) (17,888)
Net debt (13,775) (2,263) (16,038)

At 31 
December

At 1 
January

Cash 
flows
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Financial statements

Notes to the financial statements
Year ended 31 December 2016

1 Principal accounting policies
a) Basis of accounting

b) Other accounting policies
The accounting policies applied in preparing these financial statements are set out in the notes that follow.

2 Significant management judgements and key sources of estimation uncertainty

Classification of financial instruments between basic and other

Development expenditure

Key sources of estimation uncertainty applied in preparing these financial statements include the Associaiton's 
defined benefit pension scheme which has been evaluated by an independent actuary at the year end (see note 
30).

The financial statements have been prepared under the historical cost convention, modified to include certain 
items at fair value, in accordance with Financial Reporting Standard 102 (FRS 102) issued by the Financial 
Reporting Council and comply with the Statement of Recommended Practice for registered social housing 
providers 2014 (SORP), the Housing and Regeneration Act 2008 and the Accounting Requirements for Registered 
Social Landlords General Determination (Wales) 2015. The Association is a public benefit entity, as defined in 
FRS 102 and applies the relevant paragraphs prefixed ‘PBE’ in FRS 102.

The preparation of the financial statements requires management to make judgements, estimates and 
assumptions that affect the application of policies and reported amounts of assets and liabilities, income and 
expenses. The estimates and associated assumptions are based on historical experience and various other 
factors that are believed to be reasonable under the circumstances, the results of which form the basis of making 
the judgements about carrying values of assets and liabilities that are not readily apparent from other sources. 
Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are 
recognised in the period in which the estimate is revised and in any future periods affected.

The following are management judgements in applying the accounting policies of the Association that have the 
most significant effect on the amounts recognised in the financial statements:

Financial instruments are classified as either basic or other, with differing accounting treatments depending on 
the classification.  Section 11 of FRS 102, ‘Basic Financial Instruments’, sets out the requirements for the 
recognition, measurement and derecognition of basic financial instruments. This section sets out the 
conditions that must be met in order to classify a financial instrument as basic and therefore account for it in 
accordance with Section 11.  The Association has considered this guidance and concluded that FRS 102’s 
requirements are most appropriately interpreted to classify all financial instruments held by the Association as 
basic. 

The Association capitalises development expenditure in accordance with the accounting policy described on 
page 31.  Distinguishing the point at which a project is more likely than not to continue, allowing capitalisation 
of associated development costs, requires judgement.  Initial capitalisation of costs is based on management’s 
judgement that the development scheme is confirmed and, in determining whether a project is likely to cease, 
management monitors the development and considers if changes have occurred that result in impairment. 
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Notes to the financial statements
Year ended 31 December 2016

3 Turnover, operating surplus and surplus before taxation

£'000 £'000 £'000 £'000 £'000

Social housing lettings:
Supported housing 6,934 5,309 1,625 1,625 2,052

Other social housing activities:
Residential care homes 7,845 7,773 72 72 388

Non social housing activities:
Nursing care homes 8,974 9,979 (1,005) (1,005) (1,446)
Domiciliary care 2,255 2,382 (127) (127) 97

26,008 25,443 565 565 1,091
Exceptional income - termination of Vale care contract - - - - 500

26,008 25,443 565 565 1,591

Surplus on disposal of property, plant and equipment - -
Interest receivable 11 31
Interest and financing costs (494) (497)
Other finance cost (30) (15)

Surplus before tax 52 1,110

Turnover comprises:
- Rent, fees and service charge income receivable in the year from tenants and residents;
- Income from other goods and services supplies in the year (excluding VAT);
- Revenue grants, including amortisation of government grants; and
- Income from sale of housing property stock.

2015
Surplus / 

(deficit)  
before 

taxation

2016
Surplus / 

(deficit)  
before 

taxationTurnover
Operating 

costs

Operating 
surplus / 
(deficit)
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Notes to the financial statements
Year ended 31 December 2016

4 Particulars of income and expenditure

2016 2015
Total Total

£'000 £'000 £'000 £'000 £'000 £'000

Turnover
Rents, fees and other charges 3,614 7,845 8,974 2,255 22,688 23,391
Service charges 1,513 - - - 1,513 1,639
Revenue grants 1,732 - - - 1,732 2,264
Amortised government grant 75 - - - 75 77

6,934 7,845 8,974 2,255 26,008 27,371

Operating costs
Management and service costs 4,214 7,190 9,203 2,376 22,983 23,607
Maintenance 822 418 247 6 1,493 1,728
Bad debts 49 8 16 - 73 36
Deficit on replacement of property components 5 - 94 - 99 110
Depreciation of properties 219 157 419 - 795 799

5,309 7,773 9,979 2,382 25,443 26,280

Operating surplus / (deficit) 1,625 72 (1,005) (127) 565 1,091

Rent loss from voids (memorandum note) 141 297 643 - 1,081 1,229

5 Surplus on disposal of property, plant and equipment
2016 2015
£'000 £'000

Sale proceeds 1,697 86
Cost of sales (1,697) (86)

- -

6 Interest receivable
2016 2015
£'000 £'000

Bank interest receivable 11 31

7 Interest and financing costs
2016 2015
£'000 £'000

Bank loans 494 497

The Association does not capitalise any interest costs associated with its development activity.

Non social housing 
activities

Borrowing costs are interest and other costs incurred in connection with the borrowing of funds.  Borrowing costs are 
calculated using the effective interest rate, which is the rate that exactly discounts estimated future cash payments or 
receipts through the expected life of a financial instrument and is determined on the basis of the carrying amount of the 
financial liability at initial recognition. Under the effective interest method, the amortised cost of a financial liability is the 
present value of future cash payments discounted at the effective interest rate and the interest expense in a period equals 
the carrying amount of the financial liability at the beginning of a period multiplied by the effective interest rate for the period.

Supported 
Housing

Nursing 
care 

homes

Residential 
care 

homes
Domiciliary 

care

Social 
housing 
lettings

Other 
social 

housing 
activities

Comprises properties disposed to Hafod Housing Association Limited at net book value.

33



Financial statements

Notes to the financial statements
Year ended 31 December 2016

8 Surplus on ordinary activities before taxation
2016 2015
£'000 £'000

Surplus on ordinary activities before taxation is stated after charging/(crediting):
Depreciation of property, plant and equipment 1,003 1,005
Amortised government grant (75) (77)
Surplus on disposal of property, plant and equipment - -
Audit fees:
       - Statutory audit 18 18
       - Audit related assurance services - -
Operating lease rentals 14 30

9 Units in management
2016 2015

Number Number

Supported housing 505 450
Residential care homes 271 274
Nursing care homes 231 231

1,007 955

10 Employee information
The average number of staff employed by the Association during the year was as follows:

2016 2015
Number Number

Care and support services 1,103 1,179

The total number of staff employed at the end of the year was: 1,058 1,186

2016 2015
£'000 £'000

Wages and salaries 14,514 14,171
Social security costs 864 810
Pension costs 307 292

15,685 15,273

The Association operates a salary exchange scheme that is available to all employees. 

The charge for pension represents contributions paid by the Association to the pension schemes.  Amounts 
payable to the schemes at the year end were £46,205 (2015: £36,646).

Additionally, Hendre Limited and Hafod Resources Limited recharged staff costs of £1.2m (2015: £0.9m) to the 
Association in respect of services provided by those staff employed under joint contracts of employment.

Certain staff are employed by Hendre Limited and Hafod Resources Limited under joint contracts of employment 
with all subsidiary members of the Group.  The cost of staff directly employed by the Association was as follows:

In addition to bed spaces and units in management the Association also provides floating support, tenant support 
and domiciliary care services to 405 (2015: 579) clients.

During 2016, the Association changed the holiday leave year to be in line with the financial reporting year.  As a 
result, no accrual was required as at 31 December 2016 (2015: £94,108).  Senior executives do not have any 
entitlement to enhanced benefits.

34



Financial statements

Notes to the financial statements
Year ended 31 December 2016

11 Members' and key management personnel emoluments
Emoluments, including benefits in kind, payable to key management personnel of the Association were as follows:   

2016 2015
£'000 £'000

Emoluments 281 249
Pension contributions 27 22
Total emoluments 308 271

Emoluments payable to the Managing Director:
2016 2015
£'000 £'000

Emoluments  104 90
Pension contributions 11 7
Total emoluments 115 97

The number of directors who received emoluments (excluding pension contributions) were in the following ranges:

2016 2015
Number Number

£20,001 - £30,000 1 -
£60,001 - £70,000 1 -
£70,001 - £80,000 - 1
£80,001 - £90,000 - 2
£90,001 - £100,000 1 -
£100,001 - £110,000 1 -

12 Taxation
The surpluses of the Association are exempt from taxation as it is accepted as a charity for tax purposes.

The Managing Director is an ordinary member of the Association's defined contribution pension scheme.  No 
enhanced or special terms apply to her membership and the Association makes no contribution to any individual 
pension arrangement in respect of the Managing Director.

No emoluments were paid to members of the Board during the year.  Expenses paid during the year to Board 
members amounted to £1,458 (2015: £2,285).

The Association is registered for VAT but a large proportion of its income is exempt for VAT purposes and this 
therefore gives rise to a partial exemption calculation.
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Notes to the financial statements
Year ended 31 December 2016

13 Housing properties

2016 2015
Total Total

£'000 £'000 £'000 £'000
Cost
At beginning of year 43,139 1,626 44,765 43,427
Additions to properties in the year 396 5,276 5,672 1,634
Schemes completed in the year - - - -
Components replaced in the year 106 - 106 72
Disposal of components in the year (337) - (337) (282)
Acquired from Hafod Housing Association Limited 9,431 10 9,441 -
Disposed to Hafod Housing Association Limited - (3,975) (3,975) (86)
At end of year 52,735 2,937 55,672 44,765

Depreciation
At beginning of year 6,215 - 6,215 5,588
Charge for year 795 - 795 799
Disposal of components in the year (238) - (238) (172)
At end of year 6,772 - 6,772 6,215

Net book value
At end of year 45,963 2,937 48,900 38,550
At beginning of year 36,924 1,626 38,550 37,839

The Association charges depreciation on properties for letting and capitalised components on a straight line basis in order 
to write off the asset's cost less residual value over its useful economic life.

Where a property for letting comprises two or more major components with substantially different useful economic lives, 
each component is accounted for separately and is depreciated over its individual useful economic life. Expenditure relating 
to replacement or renewal of components is capitalised as incurred.

Depreciation on properties for letting is charged from the beginning of the year following the property entering into 
management. Depreciation on capitalised components is charged from the beginning of the year following the replacement 
of a capitalised component.

Completed 
properties

Under 
construction

In addition to the components replaced in the year, a further £0.2m was spent on major repairs (excluding overheads) and 
has been written off to the statement of comprehensive income (2015: £0.3m). There were no improvements capitalised in 
the year (2015: Nil).

Properties for letting are stated at historic cost less depreciation. Cost includes the cost of acquiring land and buildings and 
development costs. Where land or buildings are acquired at below market value e.g. as part of a Section 106 agreement 
(under the Town and Country Planning Act 1990), the carrying value reflects the fair value of the asset received, with the 
subsidy implicit in the arrangement deemed as grant. Surpluses or deficits resulting from the sale of properties are shown in 
the statement of comprehensive income under surpluses/deficits from the sale of property, plant and equipment.

Direct development administration costs capitalised in the year amounted to £0.2m (2015: £0.1m). Costs which are directly 
attributable to the development activity are capitalised including any third party legal, professional or consultancy costs 
incurred directly in bringing a project into management. The Association does not capitalise any interest costs associated 
with its development activity.
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Notes to the financial statements
Year ended 31 December 2016

13 Housing properties (continued)

Component Supported housing Residential and nursing homes
Property structure 100 years or the period of lease 50 years or the period of lease
Kitchens 15 years 30 years 
Bathrooms 25 years 25 years 
Heating systems 15 years 20 years 
Electrics 35 years 35 years 
Window and doors 30 years 30 years 
Roof 65 years 50 years 
Lifts 20 years 20 years 
Physical adaptions 20 years n/a
Conversions n/a 20 years 

14 Impairment review

15 Other property, plant and equipment
2016 2015
Total Total
£'000 £'000

Cost
At beginning of year 2,580 3,111
Additions during year 255 230
Disposals during year - (761)
At end of year 2,835 2,580

Depreciation
At beginning of year 2,150 2,705
Charge for year 208 206
Disposals during year - (761)
At end of year 2,358 2,150

Net book value
At end of year 477 430
At beginning of year 430 406

Depreciation is charged on a straight line basis over the assets expected useful economic life as follows:

An impairment loss is reversed if the reasons for the impairment loss have ceased to apply and included in surplus 
or deficit in the statement of comprehensive income.

The Association is satisfied, by consideration of a number of factors, that there is no indication of impairment to the 
supported housing, residential and nursing homes category of assets, and thus considers that a full, detailed 
impairment evaluation is not required.  In arriving at this conclusion the Association has considered the current level 
of demand for property across all areas and property types, the low level of void losses, current and projected cash 
flows, and the ongoing investment in property maintenance and improvement.

Properties held for their social benefit are not held solely for the cash inflows they generate and are held for their 
service potential. An assessment is made at each reporting date as to whether an indicator of impairment exists. If 
such an indicator exists, an impairment assessment is carried out and an estimate of the recoverable amount of the 
asset is made. Where the carrying amount of the asset exceeds its recoverable amount, an impairment loss is 
recognised in surplus or deficit in the statement of comprehensive income. The recoverable amount of an asset is 
the higher of its value in use and fair value less costs to sell. Where assets are held for their service potential, value 
in use is determined by the present value of the asset’s remaining service potential plus the net amount expected to 
be received from its disposal. Depreciated replacement cost is taken as a suitable measurement model.
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15 Other property, plant and equipment (continued)
Other property, plant and equipment is stated at historic cost less accumulated depreciation.

         Equipment, furniture and fittings 4 - 10 years

16 Debtors due after more than one year
2016 2015
£'000 £'000

Loan to Hendre Limited 4,000 5,750

17 Debtors due within one year
2016 2015
£'000 £'000

Arrears of rent and service charges 867 965
Less: provision for bad and doubtful debts (153) (114)

714 851
Trade debtors 276 306
Other debtors and prepayments 190 156
Inter-company debtors 2,283 4,147

3,463 5,460

18 Cash and cash equivalents
2016 2015
£'000 £'000

Cash at bank and in hand 89 56

19 Creditors: amounts falling due within one year
2016 2015
£'000 £'000

Revenue grants 53 93
Housing loans (see note 21) 318 302
Interest on housing loans 100 101
Government grants (see note 22) 166 75
Capital expenditure - properties for letting 150 10
Capital expenditure - replacement components - 14
Trade creditors 418 700
Other taxation and social security 621 541
Other creditors and accruals 1,947 2,232
Inter-company creditors 522 118

4,295 4,186

The Association charges depreciation on a straight line basis in order to write off the asset's cost less residual 
value over its useful economic life.  The principal asset lives on which depreciation is based are:

A public benefit entity concessionary loan was made to Hendre Limited on 1 January 2012.  During 2016, Hendre 
Limited repaid £1.75m to leave an outstanding balance of £4m (2015: £5.75m). 

The Association adopts a policy for making full provision for all arrears owed by former tenants plus full provision 
for all current tenant arrears in excess of eight weeks old at the balance sheet date.

The Association’s treasury management risks are managed under the umbrella of the Group’s Treasury 
Management policy.  Under the Group’s policy, surplus cash generated is pooled with Hafod Housing Association 
Limited and placed on deposit with approved counter-parties.  As at 31 December 2016, £2.3m was pooled under 
this arrangement (2015: £4.1m) and held as an inter-company debtor.

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short term, highly 
liquid investments that are readily convertible into known amounts of cash and are subject to an insignificant risk 
of changes in value. 
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20 Creditors: amounts falling due after more than one year
2016 2015
£'000 £'000

Housing loans (see note 21) 17,570 17,558
Government grants (see note 22) 13,358 6,911

30,928 24,469

21 Housing loans

2016 2015
£'000 £'000

Repayable by instalments due as follows:
Between one and two years 336 318
Between two and five years 1,453 1,064
After five years 15,781 16,176

17,570 17,558
Within one year 318 302

17,888 17,860

22 Government grants

2016 2015
£'000 £'000 £'000 £'000

At beginning of year 6,980 800 7,780 6,972
Receipts 37 2,764 2,801 808
Transfers from Hafod Housing Association Limited 6,090 - 6,090 -
Transfers to Hafod Housing Association Limited - (2,278) (2,278) -
At end of year 13,107 1,286 14,393 7,780

Amortisation
At beginning of year 794 - 794 717
Amortised to statement of comprehensive income 75 - 75 77
At end of year 869 - 869 794

Net book value
At end of year 12,238 1,286 13,524 6,986
At beginning of year 6,186 800 6,986 6,255

Due within one year (see note 19) 166 75
Due after more than one year (see note 21) 13,358 6,911
Total government grants 13,524 6,986

Under 
construction

Housing loans are secured by specific charges on the Association's properties.  The interest rates are fixed at 
between 1.7% and 10.3% or vary with market rates.

Completed 
properties

During 2016, as part of the Welsh Government's 'Land for Housing' initiative, the Association received a public 
benefit entity concessionary loan of £330k.  The loan was specifically used for the acquisition of land and is 
repayable when construction of the scheme begins or within five years, whichever is earlier.

Government grants, including social housing grant (SHG) received from the Welsh Government, relating to the 
acquisition and development of the Association's housing properties are accounted for under the accrual model 
and recognised in turnover over the expected useful life of the housing property structure (see note13).  Where 
land or buildings are acquired at below market value e.g. as part of a Section 106 agreement (under the Town and 
Country Planning Act 1990), the carrying value reflects the fair value of the asset received, with the subsidy implicit 
in the arrangement deemed as grant.
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23 Non equity share capital
2016 2015

£ £

Shares of £1 each fully paid and issued at par
At beginning of year 18 20
Shares issued during the year 3 -
Shares redeemed/forfeited during the year - (2)
At end of year 21 18

24 Financial instruments

Financial assets measured at undiscounted amount receivable

2016 2015
£'000 £'000

Inter-company loan to Hendre Limited (see note 16) 4,000 5,750
Rent arrears (see note 17) 714 851
Trade debtors (see note 17) 276 306
Inter-company debtors (see note 17) 2,283 4,147
Cash and cash equivalents (see note 18) 89 56

7,362 11,110

Financial liabilities measured at undiscounted amount payable

2016 2015
£'000 £'000

Interest on housing loans (see note 19) 100 101
Capital expenditure - properties for letting (see note 19) 150 10
Capital expenditure - replacement components (see note 19) - 14
Trade creditors (see note 19) 418 700
Inter-company creditors (see note 19) 522 118

1,190 943

Financial liabilities measured at amortised cost

The shares provide members with the right to vote at general meetings, but do not provide any rights to 
dividends, redemption or distributions on a winding up.

Financial assets and financial liabilities are recognised when the Association becomes a party to the contractual 
provisions of the instrument. The carrying value of the Association's financial assets and liabilities are 
summarised by category below:

Non-current debt instruments which meet the necessary conditions in FRS 102, are initially recognised at fair 
value adjusted for any directly attributable transaction cost and subsequently measured at amortised cost using 
the effective interest method, with interest-related charges recognised as an expense in finance costs in the 
statement of comprehensive income. Discounting is omitted where the effect of discounting is immaterial. A 
financial liability is derecognised only when the contractual obligation is extinguished, that is, when the 
obligation is discharged, cancelled or expires.

Short term creditors with no stated interest rate receivable within one year are recorded at transaction price; any 
changes are recognised in the statement of comprehensive income.

Where loans are made or received between a public benefit entity within the Group at below the prevailing 
market rate of interest that are not repayable on demand and are for the purposes to further the objectives of the 
public benefit entity, these loans are treated as concessionary loans and are recognised in the statement of 
financial position at the amount paid or received and the carrying amount adjusted to reflect any accrued 
interest payable or receivable.

Short term debtors with no stated interest rate receivable within one year are recorded at transaction price; any 
changes are recognised in the statement of comprehensive income.
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24 Financial instruments (continued)
2016 2015
£'000 £'000

Housing loans (see note 21) 17,888 17,860

Interest income and expense 
The Association's income and expense in respect of financial instruments are summarised below:

2016 2015
£'000 £'000

Total interest expense for financial liabilities at amortised cost (494) (497)

25 Capital commitments
2016 2015
£'000 £'000

Expenditure contracted less certified 350 4,847
Expenditure authorised by the Board but not contracted 4,623 -

4,973 4,847

26 Contingent liabilities
The Association is not aware of any contingent liabilities at the end of the year.

27 Operating leases

2016 2015
£'000 £'000

Payments due:
No later than one year 14 27
Later than one year and not later than 5 years 9 23

23 50

The Board expects that any expenditure it has authorised will be fully financed by grants, mortgage, loans and 
reserves.

Rental costs incurred under operating leases are charged to the statement of comprehensive income on a straight 
line basis over the periods of the leases.

At 31 December 2016 the Association had total commitments under operating leases in respect of office premises, 
equipment and vehicles as follows:
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28 Related party transactions
Transactions between members of the Hendre Group are set out in the tables below.

Hendre 
Limited

Hafod 
Housing 

Association 
Limited

Hafod Care 
Association 

Limited

Hafod 
Resources 

Limited

Foundation 
Housing Tai 

Sylfaen

Yellow 
Wales

£'000 £'000 £'000 £'000 £'000 £'000

Hendre Limited - 153 126 172 - -

Hafod Housing 
Association Limited - - - - - -

Hafod Care 
Association Limited - - - - - -

Hafod Resources 
Limited - 1,390 1,395 - - -

Foundation Housing 
Tai Sylfaen - - - - - -

Yellow Wales - - - - - -

Hendre 
Limited

Hafod 
Housing 

Association 
Limited

Hafod Care 
Association 

Limited

Hafod 
Resources 

Limited

Foundation 
Housing Tai 

Sylfaen

Yellow 
Wales

£'000 £'000 £'000 £'000 £'000 £'000

Hendre Limited - 1,882 3,478 (220) - -

Hafod Housing 
Association Limited (1,882) - 2,283 51 - (21)

Hafod Care 
Association Limited (3,478) (2,283) - - - -

Hafod Resources 
Limited 220 (51) - - - -

Foundation Housing 
Tai Sylfaen - - - - - -

Yellow Wales - 21 - - - -

Services 
provided by:

Registered 
Social Landlord

Non-registered

Hendre Limited and Hafod Resources Limited provide 'back office' support, including Finance, HR, IT, and Governance to 
members of the Group.  These costs are recharged based on turnover.  Hafod Resources Limited also proivde Development 
services to members of the Group; this is recharged based on the respective development programme of each subsidiary.

Debtor / 
(creditor) 
balances:

Company

Company

Registered 
Social Landlord

Non-registered

As at 31 December 2016, Hendre Limited has a public entity concessionary loan with Hafod Housing Association Limited 
(£1.6m) and Hafod Care Association Limited (£4m).

The Group’s treasury management risks are managed under the umbrella of the Group’s Treasury Management policy.  
Under the Group’s policy, surplus cash generated by members of the Group is pooled within Hafod Housing Association 
Limited and placed on deposit with approved counter-parties.

None of the senior executives or Board Members of Hendre Limited or its subsidiaries had any related party transactions 
with the Group during the year which require disclosure.
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28 Related party transactions (continued)

Mrs C Ellaway Tenant - Hafod Housing 

Mrs M Howell (to February 2017) Tenant - Hafod Care 

Mrs V Ibbertson (to December 2016) Tenant - Hafod Care 

Mr I Jenkins (to March 2017) Leaseholder - Hafod Housing  

Mrs S Sansom Tenant - Hafod Housing   

Mr D Westall Tenant - Hafod Care 

Mr G Robinson Tenant - Hafod Housing 

Ms J Cox Tenant - Hafod Housing 

Mr K Ellaway Tenant - Hafod Housing 

29 Other finance cost
2016 2015
£'000 £'000

Return on pension scheme assets 268 256
Interest on pension scheme liabilities (298) (271)

(30) (15)

30 Pension scheme
a) Greater Gwent (Torfaen) Pension Fund

The following individuals who served on the Boards of either the parent or its subsidiaries were also tenants or 
leaseholders of the subsidiaries:

On 1 August 2002 the Association acquired, from Torfaen County Borough Council, five residential homes for the 
elderly. Staff employed at these homes were transferred to the employment of the Association under Transfer of 
Undertakings (Protection of Employment) regulations. Prior to transfer, employees at these homes had been eligible to 
participate in the Local Government Pension Scheme; a defined benefit scheme. From the date of transfer the 
Administering Authority (Torfaen CBC) and the Transferee Admission Body (Hafod Care Association Limited) entered 
into an agreement to enable eligible employees to continue to be members of the Scheme and participate in the 
Pension Fund.

In respect of those employees of the Association who are members of Torfaen Local Government Pension Scheme, the 
Association operates a pension scheme providing benefits based on final pensionable salary. The assets of the scheme 
are held separately from those of the Association. Pension scheme assets are measured using market values (in 
respect of quoted securities this is current bid price). Pension scheme liabilities are measured using a projected unit 
method and discounted at the current rate of return on a high quality corporate bond of equivalent term and currency to 
the liability. 

The pension scheme surplus (to the extent that it is recoverable) or deficit is recognised in full. The movement in the 
scheme surplus/deficit is split between operating charges, finance items and in the statement of comprehensive income.

Hafod 
Resources 

Limited

Hafod 
Housing 

Association 
Limited

Hafod Care 
Association 

Limited

The tenancies of these Board/sub-committee Members are on normal commercial terms and their position as Members 
does not confer any advantage on these individuals as either tenants or leaseholders.  During the year the Group 
received £51,802 in rent and service charges from these individuals (2015: £52,018); there was a net arrear of £567 as 
at 31 December 2016 (2015: prepayment of £269).

The following individuals who served on the sub-committees of either the parent or its subsidiaries were also tenants or 
leaseholders of the subsidiaries:

43



Financial statements

Notes to the financial statements
Year ended 31 December 2016

30 Pension scheme (continued)

The main assumptions used in this valuation were:
2016 2015

% %

Rate of increase in salaries 2.9 3.9
Rate of increase of pensions in payment and deferred pensions 2.5 2.4
Discount rate applied to scheme liabilities 2.7 3.9

Mortality assumptions:
The following standard mortality tables were used in the evaluation:

Post retirement mortality assumptions

Life expectancy (at the end of the year)
       - of a male (female) future pensioner aged 65 in 20 years time 25.2 (27.8) years
       - of a male (female) current pensioner aged 65 23.0 (25.4) years

Scheme assets/(liabilities)

Value at Value at
31-Dec-16 31-Dec-15

£'000 £'000

Equities 6,270 5,573
Government bonds 1,428 1,199
Property 238 212
Cash (including others) - 71
Total market value of assets 7,936 7,055
Present value of scheme liabilities (9,390) (7,731)
Net pension liability (1,454) (676)

Movement in surplus for the year
2016 2015
£'000 £'000

Deficit at the beginning of year (676) (362)
Current service cost (99) (125)
Contributions paid 66 49
Other finance cost (30) (15)
Actuarial loss (715) (223)
Deficit at the end of year (1,454) (676)

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

Life expectancy is based on the SAPS year of birth tables with improvements in line with the CMI 2012 model 
assuming the rate of improvement will converge to a long term rate of 1.5% for future and current pensioners.

The assumptions used by the actuary are the best estimates chosen from a range of possible actuarial 
assumptions which, due to the timescale covered, may not necessarily be borne out in practice.

The latest full actuarial valuation was carried out at 31 March 2016 and was updated, by a qualified independent 
actuary, to comply with the Accounting Standard for the year ended 31 December 2016.

The contribution rate payable by the Association for all its employees in the scheme for 2016 was 17.6% (2015: 
10.4%).  Contributions paid during the year were £66,246 (2015: £49,404). The company expects to contribute 
approximately £73,000 to the scheme in the next financial year.
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30 Pension scheme (continued)
Movement in plan assets for the year

2016 2015
£'000 £'000

Assets at the beginning of year 7,055 6,951
Return on assets 268 256
Actuarial gain/(loss) 989 (74)
Employer contributions 66 49
Employee contributions 24 30
Benefits paid (466) (157)
Assets at the end of year 7,936 7,055

Movement in plan liabilities for the year
2016 2015
£'000 £'000

Liabilities at the beginning of year 7,731 7,313
Service cost 99 125
Interest cost 298 271
Employee contributions 24 30
Actuarial loss 1,704 149
Benefits paid (466) (157)
Liabilities at the end of year 9,390 7,731

Analysis of other pension costs charged in arriving at operating surplus
2016 2015
£'000 £'000

Current service cost (99) (125)

Analysis of amounts included in other finance income
2016 2015
£'000 £'000

Return on pension scheme assets 268 256
Interest on pension scheme liabilities (298) (271)

(30) (15)

Analysis of amount recognised in statement of total recognised surpluses and deficits
2016 2015
£'000 £'000

Actuarial gain/(loss) on scheme assets 989 (74)
Actuarial loss on scheme liabilities (1,704) (149)
Actuarial loss recognised in the statement of comprehensive income (715) (223)
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30 Pension scheme (continued)
Sensitivity analysis
The sensitivities regarding the principal assumptions used to measure the scheme liabilities are set out below:

0.5% decrease in real discount rate
1 year increase in member life expectancy
0.5% increase in the salary increase rate
0.5% increase in the pension increase rate

b) Other pension arrangements

31 Ultimate parent undertaking

The consolidated financial statements of Hendre Limited are available to the public and may be obtained from:
St Hilary Court
Copthorne Way
Cardiff
CF5 6ES

The ultimate parent undertaking is Hendre Limited, a registered society under the Co-operative and Community Benefit Societies 
Act 2014 registered with the Welsh Government.

Approximate % 
increase to employer 

liability

Approximate monetary 
amount (£'000)

1,086
282
370
689

Staff employed by the Association (except those staff participating in the Torfaen Local Government Pension Scheme) have 
the option to participate either in the group defined contribution scheme with Scottish Widows Fund and Life Assurance 
Society, a group personal pension plan with AEGON or are offered a stakeholder pension scheme with The Standard Life 
Assurance Company. Staff who do not opt to enrol into the pension scheme offered under their contract of employment are 
auto-enrolled into the National Employment Savings Trust (NEST). The costs of these schemes are written off to the statement 
of comprehensive income on an accruals basis. The assets of these schemes are held separately from those of the 
Association in an independently administered fund.  

Change in assumptions at 31 December 2016

12%
3%
4%
7%
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