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FOREWORD  
BY THE CHAIR

2019/2020 proved to be an extremely 
challenging year for Arhag with lack 
of stability at senior management level 
having an adverse impact on our usual 
excellent performance. 

Brexit, the General Election and Covid-19 
didn’t help either Arhag nor the sector 
in general, as these contributed to an 
uncertain environment and led to some 
key decisions placed on hold. 

Despite the challenges above, we 
managed to achieve some notable 
successes, and amongst these was our 
move in July 2019 from the offices in 
Camden to a state of the art Hub building 
in Stratford to create a welcoming and 
pleasant environment where migrants 
and refugees can access the services 
they need under one roof. The support 
we now offer to our clients is extended 
to include employment, health, 
immigration advice, campaigning, and 
research. We have been joined by six 
other specialist organisations. The move 
in to our Stratford Hub is part of our 
ambitious plans whereby Arhag wants to 
capitalise on its expertise in supporting 
refugees and migrants, and be seen as a 
thought leader in this area – the “go to” 
organisation – become the national voice 
on refugees and migrants issues and 
develop our consultancy offering. We 
were also able to reduce our operating 
costs as well as bring some much-
needed stability to the organisation 
towards end of the last financial year. 

Whilst 2019/2020 was challenging, 
Covid-19 has created the “new normal” 
which will require organisations to 

critically analyse and assess their business 
models. Currently home working with 
use of mediums such as Zoom and 
Microsoft Teams appear to be in vogue 
but how will these impact specialist 
and people facing organisation such as 
Arhag in their efforts to deliver value for 
money, culturally sensitive and customer  
driven services? 

The recent rise of the Black Lives 
Matter movement along with the 
disproportionately high levels of 
mortality rates amongst BAME 
communities only goes to highlight  
the many inequalities which currently 
exist in the 21st Century. Therefore, 
it is even more imperative than ever 
for Arhag to be the champion for 
communities such as Migrants and 
Refuges and drive forward our much 
vaunted “go to agenda”. We will also 
need to explore new ways of working 
and to develop innovative partnerships 
so that we can continue to place the 
needs of our residents, communities 
and staff at the forefront of our new 
business model. Therefore, partnership 
working with our Hub colleagues to 
attract external funding, joint ventures 
to increase our stock holdings and 
maximise income streams and seeking 
opportunities to reduce costs will be  
the key to success in the next year  
and beyond. 

Qadeer Kiani  
Arhag Board Chair

“ It is even more  
imperative than  
ever for Arhag to be  
the champion for 
communities such as 
Migrants and Refugees 
and drive forward  
our much vaunted  
“go to agenda.”
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FOREWORD  
BY THE  
CHIEF EXECUTIVE

Upon joining Arhag this year, as Chief Financial 
Officer and subsequently as Chief Executive, 
I would like begin by thanking our staff for 
their dedication and hard work, in regards to 
providing the best possible service amongst 
difficult and changing times. 

During the Covid-19 pandemic, our focus 
has been to work to keep our residents, 
staff and partners safe. We transitioned 
our staff to remote-working very quickly, 
continued with all of our emergency 
repairs, and our hostel remained open. 
We continued to remain in contact with 
our most vulnerable residents to ensure 
they were OK. We have now resumed 
many of the repairs and environmental 
services, and will continue to do so in a 
safe manner. We have issued guidance 
and support to our residents who are 
going through additional financial 
difficulties during this crisis, and we 
have established an emergency fund to 
provide urgent support to our residents 
where we can. 

I am pleased with the results outlined 
in this report, and I intend to further 
improve on all aspects of our services. 
From governance and key performance 
indicators, to improving our customer 
experience, our journey in the coming 
months will further enhance our role 
as a landlord to our residents, and the 

partnerships we are building to provide 
migrants and refugees with the support 
they need and a good quality of life. 

With over 40 years of history, our 
charitable mission is as important to us 
today, as it was to our founders. We want 
to help with the housing crisis London 
faces, by providing housing which can 
not be afforded by a significant number 
people today.

It is likely that there will be a turbulent year 
ahead for us all, and we are faced with an 
economic downturn that will no doubt 
put pressure and further demands on our 
services and controls. I feel privileged to 
be able to lead Arhag, into the coming 
year, and remain confident that Arhag and 
our residents will be able to look ahead to 
a bright future.

Rachelle Beltran 
Chief Executive

“ We want to help with  
the housing crisis London 
faces, by providing 
housing which cannot  
be afforded by a 
significant number  
of people today.”
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Arhag was founded in 1979 as a campaign group 
to challenge the housing disadvantage migrants 
and refugees experienced which has now 
developed into our social purpose to develop  
the potential of migrants and refugees.

In 1988 we set up as a housing association and started developing new properties in 
1989. This transformation has enabled us to both contribute to meeting housing need in 
London and to further our social purpose. We have since grown into an organisation with 
over 900 properties mainly in the North and East quarters of London. 

PRINCIPAL 
ACTIVITIES 

8   Arhag



Arhag’s core housing business is providing low 
cost homes and related services to people in 
housing need. 

We manage 931 properties spread over 14 London boroughs and provide permanent 
key worker and supported accommodation. We are London-based and our main office 
is in Stratford, East London. We have a very strong presence in the North and East 
quarters of London. Most of our growth in the last three years has been in this area.

In addition, we specialise in providing supported accommodation and related services 
to migrants and refugees. We seek to be a good landlord to our tenants, to help 
people most in need of housing, and to be a provider or enabler of opportunities for 
migrants and refugees in London. 

“ We seek to be a good 
landlord to our tenants, 
to help people most in 
need for housing, and  
to be a provider or 
enabler of opportunities 
for migrants and 
refugees in London.”

ARHAG’S 
BUSINESS  
MODEL

931
Properties

14 
London boroughs
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There has been a 
significant drive to 
ensure that the M&R 
Hub has been fitted 
out to the necessary 
specifications to allow 
Arhag and fellow 
partners to move in and 
start work immediately. 

As of June 2019, the M&R Hub was 
opened and fully operational, with 
partners moving in over a staged period. 

The M&R Hub is a high priority in our 
business development plan going 
forward. This major new initiative will 
lead to better services for our M&R 
clients as well as providing a new 
amenity, serving and supporting the 
surrounding community in and around 
Newham. We expect the new facility  
will operate outside accepted core 
working hours, thereby striving to  
deliver 24-hour services maximising  
the use of available resources. 

Six partners have been contracted and  
are Arhag’s tenants and partners, and 
Arhag look forward to welcoming other 
tenants shortly. This is an exciting new 
period in the history of Arhag.

THE MIGRANT  
AND REFUGEE 
(“M&R”) HUB
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Repairs
Our repairs performance is below where we would want it to be. The number of repairs 
completed on time has improved significantly, but residents’ satisfaction has not so action 
is being taken to understand how we can ensure that our residents are satisfied with the 
overall repairs service being delivered. 

Rent Arrears and Collection
The increasing number of residents on Universal Credit has led to, on average, an 
additional five weeks before the payments reach our rent accounts. This has seen our 
current arrears increase to 4% and the average rent collection for the year reduce to 
94%. To assist as best we can, we are seeking to address this in the 2020/21 financial 
year, however, it is likely that our rent collection will be impacted by the Covid-19 
pandemic. We have revised our strategy on debt advice for those residents who have 
been affected in the current year. 

Voids
Our void performance is good. Most of our voids occurred in the first half of the year  
in our general need properties, and our average turnaround is 27% faster than our target 
of 22 days. During the second half of the year, we only had three voids increasing the 
total in the year to 17. 

Gas Safety 
As at the end of the year, Arhag was 100% compliant with gas servicing and tests. 

ARHAG’S 
PERFORMANCE 
SUMMARY VIEW

Arhag metrics Target 2020 2019 Vs. Target 

Resident satisfaction with responsive repairs 90% 60% 69% -30%

Current rent arrears 2% 4% 2% -2.0%

Rent collection as % of rent due >100% 94% >100% -6.0%

Voids as percentage of stock 0.1% 0.2% 0.1% -0.1%

Gas safety certificate 100% 100% 98% 0.0%

“ Action is being taken  
to understand how we 
can ensure that our 
residents are satisfied.”

94%

The average rent 
collection for the year
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Having managed to complete the sale 
on three properties for outright sale in 
Siva Court, and transferred 11 properties 
in South London to another Registered 
Provider so we could concentrate 
our activities in our core areas, we 
also handed back more properties to 
Newham Council during the year. 

We will review our 2017-22 Business 
plan to assess our position on further 
developments. We are looking to 
increase our unit numbers via other 
methods next year, such as long-term 
lease agreements and joint ventures 
with other developers, to take 

advantage of Section 106 agreements 
in our geographical areas. Should 
good transfer opportunities arise we 
would certainly consider the proposals 
in the best interests of the Association. 

We will continue to consider 
transferring properties in South 
London. This proposal would improve 
efficiencies, by releasing resources 
so we can focus on our portfolio of 
accommodation for migrants and 
refugees in the North and East quarters 
of London and adjoining areas. This is 
in line with our current strategy and our 
“go to” agenda. 

Despite the ever-changing socio-economic-political 
environment that we are living through, we are 
feeling financially and strategically comfortable. 

“ We are looking to 
increase our unit numbers 
via other methods next 
year, such as long-term 
lease agreements and 
joint ventures with  
other developers.”

Housing 
Stock

2020  
No. of units

2019  
No. of units

Owned Housing Property Freehold 728 757

Long lease 108 104

Short lease 36 36

872 897

Shared 
Ownership

17 17

Hostel Bed Spaces Freehold 13 13

902 927

Managed  
not owned

Short Life LB Newham 16 45

Private 
Landlord

2 1

18 46

920 973

Other Units Owned by: Managed by:

LB Newham Bahay Kubo 
HA

8 11

LB Newham Tamil HA 3 5

11 16

DEVELOPMENT 
AND GROWTH
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The “go to” agenda for migrants and refugees 
will increasingly diversify our activities and make 
the organisation more robust. 

Following the move to the Stratford Hub, we will continue to work with our six existing 
partners to set and agree on a business model to reduce our operating costs and 
create new opportunities for our residents and other migrants and refugees in our 
communities. We will enable further income streams by being more competitive for 
government and other forms of funding to provide services for migrants and refugees. 

Where finances permit, we will continue to grow the organisation’s housing supply 
and income stream, to fund our social purpose. For now, our core business remains 
managing our residential properties, being a good landlord to our tenants and 
providing them with high-quality services. 

“ Our core business 
remains managing our 
residential properties, 
being a good landlord 
to our tenants and 
providing them with  
high-quality services.”

FUTURE 
PROSPECTS

6
Existing partners
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FINANCIAL  
PERFORMANCE

2020  
(£’000)

2019  
(£’000)

Turnover 6,675 6,687

Operating costs  (5,223)  (5,569)

Other income 221 26

Other operating items  (51) -

Surplus on disposal of 
housing properties

500 1,731

Deficit on sale of  
fixed assets

 (37) -

Operating Surplus 2,085 2,875

Interest receivable 4 5

Interest payable  (1,303)  (931)

Surplus on ordinary 
activities before tax

786 1,949

“ We are pleased to report  
that our underlying operating 
costs are lower than in  
previous years.”

During the financial year, we have 
exited from our offices in Camden 
and purchased our own offices 
in Stratford, built a partnership 
with other BAME organisations, 
and continued with our stock 
rationalisation programme. 

With the uncertainty of the wider economic situation due to 
both Covid-19 and Brexit, our financial performance is essential 
to enabling us to achieve our objectives. Hence, we are pleased 
to report a good set of results and a strong financial position.
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75%

of the second phase 
concluded in the first quarter 

of the following year

£2.1M
Operating surplus  

in 2019/20

Surplus and  
Operating Surplus

We completed the financial year 
2019/20 with an operating surplus of 
£2.1m, a decrease of £0.8m from the 
previous year.

Whilst our underlying position for 
social housing rental income and 
operating costs has broadly remained 
the same (explained in further detail 
later), our new stream of income as 
landlord to our partners is offset by 
the significant reduction in surplus 
gained from disposals and transfers 
of housing properties in the previous 
year, when we acquired 47 units and 
did a stock swap. 

As a result, our surplus overall of 
£1.9m in 2018/19 reduced to £0.8m 
in 2019/20. 

Turnover

Social Housing Turnover has broadly 
remained the same at £6.7m (2019: 
£6.7m). This takes into account 1% 
reduction in rents, the loss of rent from 
the handing back of 29 temporary 
social housing units (TSH) to the 
London Borough of Newham and the 
first phase transfer of 11 units to Ekaya 
Housing Association, and is offset by the 
increases in rent due from the full year 
effect of the new properties completed 
in Siva Court at the end of 2018/19. 

Cost of Sales

Cost of sales units sold at Siva Court of 
£1.0m is contained within the net surplus 
on sale of housing properties. These 
costs were previously as properties held 
for sale, in current assets. 

Operating Costs

Our operating costs have decreased by 
£0.3m since last year; we are pleased 
to report that our underlying operating 
costs are lower than in previous years, 
when taking into account £0.4m one-off 
costs associated with the move to the 
Stratford office from the Kentish Town 
office. We do not expect any further 
office move costs going forward, and  
will seek to ensure that our expenditure is 
focused in the right areas of the business, 
to ensure fire safety and health and safety 
compliance, that our stock meets with the 
decent homes standards, and that our 
business is adequately resourced to run 
and grow our service to our customers. 

There has been a drive to ensure  
that boilers and gas certifications are  
up-to-date and, during the financial  
year, the maintenance department 
undertook fire risk assessments and 
concentrated on bringing properties 
transferred to us in previous years up  
to an acceptable standard.

Surplus on Sale and Disposal  
of Assets

We completed on the first phase of 
the stock transfer to Ekaya, as well as 
the disposal of a property in De Laune 
Street, and the sale of three of the ten 
units we built at Siva Court in 2018/19. 

Further transfers are expected to happen 
in future years, as we continue rationalise 
our stock.

Net Interest and  
Other Income

Our Net Interest Cost during the 
year 2019/20 increased, due to the 
full year effect of additional loans 
at the end of the previous year to 
acquire properties from another 
Registered Provider. 

During the financial year Arhag 
received the second £0.5m of the 
£1.0m grant in respect of the  
Tampon Tax Fund for projects 
supporting the improvement of lives  
of disadvantaged girls and women.  
We spent slightly more than this  
during the year, to ensure the work 
started was completed fully. 

Our Debt and Liquidity

At the end of the financial year, our 
drawn and committed debt was 
£31.0m. Our total liquidity at the year 
end of £3.0m comprises immediately 
available bank deposits. Arhag’s loan 
facilities are held with four banks.

During Covid-19, Arhag has a small 
re-financing risk in the financial year 
2021/22, with the majority of debt 
falling due after five years.

We have reviewed our cashflow  
to understand any potential impact 
relating to our business model,  
supply chain, legal and contractual 
issues, employees, consumers and 
working capital. 

Our business model has adjusted to 
carry out more of our work remotely 
and digitally during lockdown, and it  
is likely that this will continue.

The ability to collect income 
combined with the extended period 
of not being able to evict tenants 
during lockdown has been factored 
into worst case cashflow scenarios, 
and we have made assumptions 
around the longer term cost of repairs, 
as we resume as many services as 
possible. We have maintained our 
staffing levels, and when we return 
to the office, the costs to ensure our 
office is a safe place to work have been 
factored into our cashflows. We are 
confident that our access to finance 
has not been affected by any breaches 
of covenant terms.
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VALUE  
FOR MONEY

Annual Value for Money (“VFM”) Statement 2019/20

The revised VFM standard and new Code of Practice (“Code”) applicable from 30 June 
2020 sets out the requirements for registered providers to publish annual evidence in the 
Financial Statements to enable stakeholders to understand the provider’s:

a)  Performance against its own value for money targets and any metrics set out by the 
regulator and how that performance compares to peers.

b)  Measurable plans to address any areas of underperformance, including clearly stating 
any areas where improvements would not be appropriate and the rationale for this.

The suite of VFM metrics set out by the regulator in a) above is restricted to data derived 
from the Financial Statements and regulatory returns such as the Financial Viability 
Assessment (“FVA”). All metrics are derived from data that is already in the public domain 
in providers’ own Financial Statements and the Global Accounts dataset. The metrics 
include output measures alongside cost data, and measures of the efficiency with which 
both resources and our assets are utilised. This includes the degree of investment to 
existing stock as well as new supply.

VFM Metrics 2020 2019 
(restated)

Reinvestment (%) - 9%

New supply delivered – Social (%) (1%) 8%

New supply delivered – Non-social (%) - -

Gearing* (%) 35% 35%

EBITDA MRI Interest Cover (%) 259% 329%

Social housing cost per unit £4,557 £5,921

Operating Margin (%) 18% 17%

Return on capital employed (ROCE) (%) 3% 2%
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We have seen an overall reduction in 
our rental income resulting from the 
reduction of properties during the 
year, in addition to the year-on-year 
rent reductions required by central 
government. We plan to increase our 
income with additional units in the  
future as well as the CPI + 0.5% rent 
increase in the new year, and we seek  
to do this with as little impact on our  
fixed operating costs as possible. 

We want to demonstrate 
value for money so that 
our residents, lenders  
and other stakeholders 
are satisfied that 
expenditure on our 
existing properties  
and service charges 
ensures our stock is  
of a good standard, 
and that we have the 
financial strength to 
grow in the future. 
There are opportunities to drive efficiency 
savings via a review of our supply chain, 
as well as a better understanding of our 
data and the key drivers behind what and 
where we spend our money. 

Our social housing cost per property 
cost has decreased year-on-year, but  
we still have a way to go. 

During the year, we incurred one-off 
costs relating to the fitting out and 
relocation to our Stratford Office, which 
has enabled us to move forward with 
our “go-to” agenda for migrants and 
refugees. We welcomed partners into 
our office, and we support the work they 
do to further assist our residents and  
non-resident migrants and refugees in 
our community who require help. 

Annual Value for Money (“VFM”) Statement 2019/20

Our reinvestment in new supply has 
reduced whilst we (a) concentrated  
on bringing the properties acquired 
last year, by way of a property transfer, 
up to an acceptable standard and  
(b) as we sought to reduce our stock  
in South London to re-set and focus  
on increasing our units in North and  
East London. 

We have maintained investment  
in our existing properties to ensure  
our properties meet the Decent  
Homes Standard. During the year,  
we recognised the reduction of 
properties from a Stock Swap with  
One Housing completed in the 
previous financial year.

The Board will review the next steps 
to move forward, which will best fit 
with our strategy, and provide the best 
housing solutions for the residents in 
the boroughs we operate in. 

The Gearing Ratio illustrates a strong 
balance sheet, as well as the headroom 
available for Arhag to consider 
future financing strategies for future 
reinvestment and new supply. 

We have been operating in a volatile 
setting. We do not know what financial 
and non-financial impacts Covid-19 
and Brexit will bring. We also incurred 
costs in relation to the office relocation 
to Stratford, yet we have managed to 
improve our EBITDA MRI year on year 
when we remove the impact of sales 
and disposals of housing properties. 

We are still committed to further 
reducing our property and overhead 
costs, as we want to drive down 
our operating costs per unit and 
further improve our controls around 
expenditure. We are set to review our 
income and expenditure management 
overall in order to secure a more stable 
financial position and platform for us to 
embark on our future growth plans. 

Our underlying cost per unit is set to improve 
in the coming year as follows:

• We will work to better define our planned 
repairs and component replacement 
programmes, so that we are able to 
capitalise more than we did this year. 

• We want to change the way in which 
we plan and procure our component 
replacement, compliance, and responsive 
repair programmes, so that our work is 
more effective and preventative rather 
than reactive, and overall enhances the 
quality and value of our stock. 

• We want to ensure that the difficulties 
faced by a smaller organisation in terms 
of economy of scale does not deter us 
from providing a good standard of service 
delivery and compliance, and that we are 
in control of the resources we employ to 
manage our organisation.

Our overall operating margin remains in a 
comfortable position; we generate a surplus 
which is added to our reserves for the future 
benefit of our organisation. 

We incurred a small deficit with the sale of 
three units in Siva Court. However, we now 
benefit from the additional rental generated 
from the full year effect of the remaining 
seven units and the properties acquired 
by way of a stock transfer in the previous 
financial year. 

Our social housing operating margin rate 
highlights that we are able to operate 
without reliance on sales but we must 
continue to strengthen our position, 
particularly with a backdrop of political and 
economic uncertainty and the ever-growing 
need for housing in our community. This 
will be done by growing our income and 
ensuring our cost base is right. 

We want to ensure that through driving 
efficiencies and generating better returns  
on the use of our assets, we improve  
services to residents and support our  
wider social purpose. 
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We have determined several VFM objectives based on an honest  
self-assessment of our current approach to VFM. 

Essentially this took the form of a gap 
analysis of the organisation against 
practice that is widely accepted 
maximises VFM.

Our objectives are as follows:

1. Improve service quality;

2.  Provide top quartile business 
performance;

3. Develop income streams;

4. Reduce costs;

5. Improve procurement;

6. Improve asset management;

7.  Embed a VFM culture amongst Board 
and staff; and

8.  Develop tenants’ role in service 
shaping and VFM scrutiny.

Specific areas of work we will embark upon 
to see the changes we need to continue to 
deliver our strategic objectives will include: 

• Procurement of a major works 
programme to meet our commitment 
for safe and quality homes.

• A tender programme for the supply 
of most of our maintenance services 
through our outsourced business 
model to enhance service levels and 
drive down costs.

• A review of our social housing costs 
per unit to improve operating margin.

• Working effectively with Local 
Authorities and other partners to  
guide residents to available support 
from benefits and training to information 
on local services and activities.

• Investment in our people by 
ensuring all staff are equipped  
with the right development plans 
and support that embraces a culture 
that aligns with our core values. 

• Continued investment in our 
systems, IT and data, so that 
we become a forward-thinking 
organisation, so our residents 
directly benefit from automated  
and up-to-date services, and  
our decision-making is led with 
business intelligence. 

The enhanced health and safety and  
fire compliance requirements mean  
that a return to benchmark levels for 
EBITDA MRI, operating margin and  
cost per property, will continue to be  
a challenge in 2020/21.

“ A return to benchmark levels for  
EBITDA MRI, operating margin  
and cost per property, will continue  
to be a challenge in 2020/21.”

VFM  
OBJECTIVES
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As highlighted in previous financial 
years, we are now in the final year 
of a four-year sector mandated 1% 
reduction in average rents. 

As at 31 March 2020, there has been a cumulative 16%  
reduction in rent levels against business planning assumptions  
as at 31 March 2016. Work continues to ensure that our  
current properties are safe and compliant with the current  
fire risk assessments. 

Despite the difficult trading conditions encountered our  
finances have remained strong and enabled us to grow and 
remain viable and competitive through another challenging 
economic cycle.

TRADING  
POSITION 

16%

Reduction in average rents 
in the last four years
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STRATEGIC AIMS/
OBJECTIVES 
AND RISKS/
UNCERTAINTIES
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Theme/Goal: 

GROWTH  
& EFFICIENCY

Objective/target Risk/uncertainty Mitigation

To grow the 
business 
organically

To reach 900 properties  
owned or managed

We now have 920 properties, 
however, this might change if we 
need to hand back more properties 
to Newham council and if we sell the 
remaining stock in South London.  
The changing profile of the housing 
sector and relationships with our 
stakeholders pose a risk. The housing 
market might not enable us to sell our 
stock in South London in favour of 
properties in North London.

We continue to build relationships 
with our stakeholders, open ourselves 
up to other non-traditional partners 
for growth opportunities. We also 
seek to become financially strong  
so that we can grow and sustain 
future developments.

To extend Arhag’s influence in 
Newham, Tower Hamlets, Hackney, 
Barking and Redbridge to maximise 
opportunities for growth

Our aptitude around building  
good relationships to enhance 
working relationships with 
stakeholders creates uncertainty. 

We are working to enhance our 
relationships with our partners and 
residents to share common goals.

Concentrate on properties in  
North London

We may not be able to find suitable 
properties to increase our portfolio in 
the North and East quarters of London.

We are in talks with developers and 
other partners to continue to grow  
our presence in North London.

To add new  
income streams 

To consolidate and extend the hub 
income streams through the provision 
of services to partners 

Financial challenges faced by our 
partners or the lack of availability 
of commercial developments in 
the current financial and operating 
climates might slow down our 
ambition. Failure to add new  
income streams may result in  
reduced operating surplus that  
will adversely affect our capacity  
to fund our social purpose.

We are offering commercial support 
to our partners to remain financially 
stable, and we are exploring new 
income streams for both Arhag and 
our partners.

 To be undertaking selective 
commercial developments 

There is risk around processing the 
commercial capability to instigate  
and deliver growth.

We have recruited staff and  
partners who have the commercial 
capability required.

Greater efficiency  
and VFM

To provide housing management 
services to other housing organisations 

We risk not being able to offer  
services which are attractive to  
other housing associations.

We will research into what services 
will be attractive for small and larger 
housing associations.

To own Arhag’s head office There is a long-term risk that the  
office might not service Arhag’s  
needs in the future.

We now own our head office,  
instead of high levels of rent.

To reduce Arhag’s tax liability HMRC might not agree with the 
approach or methodologies Arhag 
wish to use.

We have included a VAT partial 
exemption special method in our 
accounts, which will reduce our  
costs, this has been agreed by  
HMRC in principle.

To have a pro-active VFM strategy Risk lies around the financial climate  
for control of expenditure and 
knowledge of value for money  
services which do not suffer in quality. 

We will continue to address the 
economic climate by ensuring value 
for money is achieved in all we do and 
ensure that we retain open channels of 
communication to enable collaborative 
solutions where required.
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Theme/Goal: 

A STRONG AND VIBRANT  
CORE BUSINESS

Objective/target Risk/uncertainty Mitigation

Quality Customer 
Services

To increase the level and quality  
of contact with customers 

We risk not delivering improved 
customer satisfaction or understanding 
what our customers’ needs are. 

Work has begun to ensure the right 
work around the right issues will lead to 
the right outcomes for our customers.

To be providing services that 
respond to customer needs 

We risk not having the right capability 
to deliver an improvement plan which 
will put the customer journey as one of 
the drivers behind the processes and 
procedures in Arhag.

We have revised our way of working to 
put the customer as a priority for what 
we do and how we do it.

To achieve a high level of  
customer satisfaction

We might not understand what the 
customer needs are.

We are using our data and feedback  
to understand this better.

To provide an accredited service  
to vulnerable residents 

Poor customer contact; levels of 
customer satisfaction will adversely 
impact the identification of the relevant 
services we should provide to our 
residents and will risk a failure to meet 
the regulatory consumer standard.

We are strategically reviewing the 
customer journey and aligning this  
with key performance indicators  
and compliance.

Top quartile 
business 
performance 

To achieve top quartile performance 
in the provision of housing services

We risk not using data effectively  
to be able to deliver good quality 
service provision. 

We are investing in our systems  
and increasing our understanding  
of our data.

To be an award-winning service We risk not taking time out to use 
resident engagement information to 
translate into or co-design our services. 
An inward-looking approach to 
performance management would stifle 
achieving a top quartile performance. 

We have resident scrutiny panels  
which will input into our decision-
making processes.

Good Governance To have a reputation for  
good governance

We might not understand or comply 
with good levels of governance, or fail 
to be a good employer. Failure to meet 
Governance and Viability Standards 
will result in regulatory and reputational 
damage which will, in turn, affect credit 
rating with banks.

We have plans in place to strengthen 
our use of data and continuously 
improve our data from the viewpoint  
of all our stakeholders.

To sustain a high level of  
resident engagement 

We risk not knowing when is the  
right time and frequency to engage  
our residents.

We are developing our leadership 
team so that foresight will benefit our 
organisation and our customers.

To establish a good reputation  
as an employer 

We risk our employees leaving if they 
are not satisfied at work.

We are developing our workforce to 
have the skillset required to grow and 
develop in the organisation.
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Theme/Goal: 

A STRONG AND VIBRANT  
CORE BUSINESS

Theme/Goal: 

TO BECOME THE “GO TO” ORGANISATION  
FOR MIGRANTS AND REFUGEES 

Objective/target Risk/uncertainty Mitigation

Become a significant provider 
of accommodation  
for M&Rs

To become a significant 
provider of accommodation  
to refugees

Our nominations might  
not refer refugees to us  
for accommodation.

We maintain a positive relationship with  
our partners and ensure that we are working 
towards a common goal.

To facilitate the provision  
of accommodation to  
people with no recourse  
to public funds

We risk failing to become 
specialists in providing services 
to M&Rs who are not tenants.

We maintain a positive relationship with  
our partners and ensure that we are working 
towards a common goal.

A diverse service provider To provide services that  
enable M&Rs to become 
home-owners

Our partners may opt to 
discontinue working directly 
with us.

We seek to maintain a good relationship  
with our partners.

To become specialists in 
providing services to M&Rs 
who are not tenants 

We risk not having the capacity 
to do this.

We will seek to increase capacity if  
this happens.

To operate a London-wide 
employability programme 

We risk not being able to reach 
all of London.

We will use our partners to help up promote 
the programme. Larger housing associations 
have already engaged and have taken the 
learning to do this in other parts of London.

To provide a high level of 
immigration advice 

We risk service users choosing 
other providers.

We will continue to promote this service  
using our networks.

To establish a vibrant 
community hub 

We risk partners not wanting to 
become part of the hub.

We will continue to promote the benefits to 
partners and the wider community of the hub.

Awareness raiser To nurture formal partnerships 
with M&R service providers 
and other organisations 
working in the sector

Potential service users might 
not be aware of our services or 
choose not to use them.

We will continue to promote our organisation 
and the services of our partner organisations. 
We have also begun to engage with the NHS 
as a key partner.

To provide a M&R consultancy 
service to other organisations

We risk failing to provide an 
M&R consultancy service to 
third party organisations.

We will continue to promote this service  
using our networks.

To get to a position where 
Arhag’s Vision and Mission  
are well known 

We risk not having the capacity 
to promote Arhag’s Vision  
and Mission.

We will continue to promote this service  
using our networks.

To get to a position where 
residents are fully contributing 
to achieving Arhag’s vision

Arhag’s residents might not 
want to be involved with the 
“go-to” vision.

We continue to promote the benefits to 
partners and the wider community and we 
have extended our reach to the NHS as a  
result of the Covid-19 pandemic.

Additional risks in the year
We have seen a challenging operating environment this 
year, initially led by Brexit which brought a period of political 
uncertainty. Just as things were stabilising, the emergence 
of Covid-19 became an unexpected pressure to the housing 
sector as it did in the rest of the world. We took effective risk 
management measures to be able to operate flexibly and to 
remain resilient and with the necessary resources to deal with 
any further unexpected issues.

Despite falling at the end of the financial year, our largest risk 
for Arhag and our stakeholders is, and will continue until the 
end of the current year at least, Covid-19. We have responded 

by organising business continuity and operational groups in the 
management teams, to enable the association to continue with 
urgent services and ensure that our staff are working safely. 

We have since been working to resume as many of our services as 
possible, and we are now working to ensure that we recover as an 
organisation and as a community for our residents, and we will remain 
flexible and vigilant in the event that there is a local or national spike. 

We have taken additional precautions with regards to our IT and 
cyber security, to ensure we are vigilant and aware as an organisation 
during the period of lockdown and remote working.
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GOVERNANCE
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Arhag Housing  
Association Board
The Board of Arhag shapes and 
directs the strategic aims and vision 
of the organisation and examines and 
scrutinises performance against the 
agreed Business Plan. 

As at March 2020, the Board was made 
up of nine non-executive members that 
embrace a broad range of experience 
in business, finance, HR, property 
development, risk management and 
housing service. There is also expertise 
in migrant and refugee issues. One of 
the non-executives is a resident of the 
Association. The Association’s Board  
has well-established processes that it 
uses to determine the policies, strategy 
and the financial and operational 
performance of the organisation which 
are regularly reviewed.

The Board meets regularly to set and 
review the strategic direction and the 
financial and operational performance 
of the Association. It met five times in 
2019/2020. 

The Board is supported by two 
Committees whose functions are  
set out below:

Audit and Risk Committee
It has been set up to support the Board 
in discharging its responsibilities, 
particularly in maintaining an effective 
system of internal control, ensuring 
the adequacy of risk management and 
governance arrangements, and that 
Arhag resources are used efficiently 
and effectively. The Audit and Risk 

Committee is accountable to the 
Board and will assist in formulating 
the assurance needs of Arhag and 
assessing how comprehensive and 
reliable those assurances are. 

The Committee also oversees the  
work of the internal audit service, the 
external audit and such other matters  
as may be referred to it by the Board. 
The external and internal auditors 
attend key meetings and have direct 
access to the Committee Chair.  
The Committee keeps the relationship 
between the Association and its 
auditors under review. 

Development Committee
The Committee helps the Board 
discharge its responsibility to 
manage its housing stock and ensure 
a sustainable and viable strategy is 
in place to enable growth. It takes 
the lead on housing development 
and disposals, evaluating new build 
housing and land and property 
purchases to ensure that Arhag is using 
its development capacity in the most 
viable and cost-effective manner. 

Regulatory Compliance
The Board undertakes a regular 
assessment of compliance with the 
governance and financial viability 
standard. It is reviewed each year by 
the Board. The Association maintains 
continued compliance with this 
standard. The Board is satisfied that 
Arhag has adopted the National 
Housing Federation 2015 code of 
excellence for governance and its  
code of conduct, and is fully compliant.

NINE

FIVE

Non-executive members 
make up the Board

Times the Board met in 
2019/2020

“ The Board of Arhag 
shapes and directs 
the strategic aims 
and vision of the 
organisation and 
examines and 
scrutinises performance 
against the agreed 
Business Plan.”

Legal Status
The Association is incorporated with limited liability as a charitable Housing 
Association under the Co-operative and Community Benefits Societies Act 
2014, registration number 23520R. 

The Association is registered with the Regulator of Social Housing, 
registration number LH3811.

The Board is responsible for preparing the report of the Board and the 
Financial Statements in accordance with applicable laws and regulations. 

The Financial Statements, as presented, comply with the requirements of the 
2018 SORP. 

Annual Report 2019-2020   25 



The Board has overall responsibility for 
establishing and maintaining the whole system  
of internal control and reviewing its effectiveness. 

The Board recognises that such a system 
can provide only reasonable and not 
absolute assurance against material 
misstatements or loss or eliminate all risks 
of failure to achieve business objectives.

The system of internal controls in Arhag 
undergoes regular reviews as part of 
the process of continuous improvement 
to manage key risks and to provide 
reasonable assurance that planned 
business objectives and outcomes are 
achieved. In the year under review Arhag 
has introduced several improvements 
to its internal controls framework which 
confirms sufficient evidence of systems  
of internal controls in place.

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

The Board has delegated the 
responsibility for managing internal 
controls to the Audit and Risk Committee. 
This responsibility is reflected within 
its terms of reference. The Board has 
established a business planning, risk  
and control framework.

INTERNAL 
CONTROLS

“ Arhag has introduced 
several improvements 
to its internal controls 
framework which confirms 
sufficient evidence 
of systems of internal 
controls in place.”
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Auditors
The Board has implemented the 
necessary measures so that internal and 
external auditors are able to access any 
information they may require so that the 
audits are carried out in time and with 
full access to any documentation or 
explanations as required. The directors 
do not know of any information which 
the auditors are unaware of.

Risk Management
The Board reviews the Association’s 
financial performance regularly and 
in light of this, assesses the risks 
facing the Association through a 
structured risk management process. 
We are committed to ensuring that 
consideration of risks is part of the 
everyday management process  
across the organisation and helps 
to improve our decision making, 
optimise opportunities, promote 
innovation, deliver value for money 
and avoid loss. 

Our risk register is updated annually 
and kept under regular review. 
Sensitivity analysis is carried out on 
our high-level risks and probability is 
factored into the financial plan. The 
risk register is reviewed quarterly 
by the Senior Management Team 
(“SMT”) and by the Association’s 
Audit and Risk Committee. An in-
depth review of risk and mitigation is 
carried out annually at the Board and 
SMT strategic planning day. This year 
the Board and the SMT conducted 
a comprehensive review of our 
approach to risk management and 
mitigation, with a specific emphasis 
on the management of project risk.

The Board are continuing to develop 
the approach towards management 
by risk, with the implementation of 
assurance statements from the senior 
management teams to be able to 
identify any new areas of risk.

Fraud
The Board continues to adopt a robust 
policy covering avoidance, recognition 
and recording of fraud and this has been 
regularly communicated to employees. 

Internal Audit
Our internal audit approach is  
driven from our risk register to ensure  
all key areas of risk are covered on 
a regular basis. The Association’s 
Audit & Risk Committee review all 
recommendations from the Internal 
Auditors and monitor the implementation 
of their recommendations.

Policies and Procedures
Arhag has a structure of policies  
and procedures which outline the 
internal controls.

Information and Financial 
Reporting Systems
The Board has reviewed the long-
term financial plan, budget, and 
cashflow, and reviews this position 
quarterly when they meet. This is 
all considered along with Arhag’s 
objectives and outcomes, so that they 
are carefully considered together. 

INTERNAL CONTROLS

“ Audits are carried out in 
time and with full access 
to any documentation or 
explanations as required.”
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The Arhag Board acknowledges its 
ultimate responsibility for ensuring that the 
Association has in place a system of control 
that is appropriate to the various business 
environments in which it operates. 

In addition, the Board certifies that 
the Association complies with the 
Governance and Financial Viability 
standard and the National Housing 
Federation code of governance.

The Board has prepared the 
Association’s Financial Statements  
in accordance with applicable law  
and United Kingdom Accounting 
Standards (United Kingdom Generally 
Accepted Accounting Practice)  
including FRS 102 “The Financial 
Reporting Standard applicable in  
the UK and Republic of Ireland”.

The Co-operative and Community 
Benefit Societies Act 2014 and the 
Housing and Regeneration Act 2008 
require the Board to prepare financial 
statements for each financial year.  
The Board is responsible for ensuring 
that the financial statements prepared 
give a true and fair view of the Financial 
Position of the Association as at the 
end of the financial year and the 
Comprehensive Income for Association 
for the year ended on that date. In 
preparing these financial statements,  
the Board is required to:

• Select suitable accounting policies 
and then apply them consistently.

• Make judgements and estimates that 
are reasonable and prudent; and

• Prepare the accounts on the going 
concern basis unless it is inappropriate 
to presume that the Association will 
continue in business.

The Board is responsible for ensuring 
that arrangements are made for keeping 
proper books of account with respect 
to the Association’s transactions and its 
assets and liabilities and for maintaining 
a satisfactory system of control over 
the Association’s books of account 
and transactions. The records must 
be sufficient to show and explain the 
Association’s transactions and disclose 
with reasonable accuracy at any time 
the financial position of the Association 
and enable the Financial Statements 

to comply with the Co-operative and 
Community Benefit Societies Act 2014 
and the Housing and Regeneration Act 
2008. The Board is also responsible for 
ensuring that arrangements are made to 
safeguard the assets of the Association 
and hence for taking reasonable steps 
for the prevention and detection of fraud 
and other irregularities.

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

Statement of Disclosure  
to Auditors
In the case of each person who was  
a member of the Board at the time this 
report was approved:

a)  So far as that member is aware, there 
was no available information of which 
the Association’s auditors were 
unaware; and

b)  That member had taken all steps that 
he or she ought to have taken as a 
member of the Board to make himself 
or herself aware of any relevant audit 
information and to establish that the 
Association’s auditors were aware of 
that information.

Post Balance Sheet Events
There have been no significant events 
between the year-end date and the date 
of approval of these Financial Statements 
which would require an adjustment to or 
disclosure in the Financial Statements. 
The report of the Board was approved 
on 24th September 2020 and signed on 
its behalf by:

Qadeer Kiani 
Chair

“ The Board has prepared 
the Association’s 
Financial Statements 
in accordance with 
applicable law and 
United Kingdom 
Accounting Standards.”
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Opinion
We have audited the Financial 
Statements of Arhag Housing Association 
Limited (the ‘association’) for the year 
ended 31 March 2020 which comprise 
the Statement of Comprehensive 
Income, the Statement of Financial 
Position, the Statement of Changes in 
Capital and Reserves, the Statement of 
Cash-flows and the notes to the Financial 
Statements, including a summary of 
significant accounting policies. The 
financial reporting framework that has 
been applied in their preparation is 
applicable law and United Kingdom 
Accounting Standards, including FRS 
102 “The Financial Reporting Standard 
applicable in the UK and Republic of 
Ireland” (United Kingdom Generally 
Accepted Accounting Practice).

In our opinion, the Financial Statements:

• Give a true and fair view of the  
state of the Association’s affairs as  
at 31 March 2020 and of its surplus  
for the year then ended;

• Have been properly prepared  
in accordance with United  
Kingdom Generally Accepted 
Accounting Practice;

• Have been properly prepared in 
accordance with the Co-operative  
and Community Benefit Societies  
Act 2014, the Housing and 
Regeneration Act 2008 and the 
Accounting Direction for Private 
Registered Providers of Social  
Housing 2019. 

Basis for opinion
We conducted our audit in accordance 
with International Standards on 
Auditing (UK) (ISAs (UK)) and applicable 
law. Our responsibilities under those 
standards are further described in the 
Auditor’s responsibilities for the audit 
of the Financial Statements section of 
our report. We are independent of the 
Association in accordance with the 
ethical requirements that are relevant to 
our audit of the Financial Statements in 
the UK, including the Ethical Standard, 
and we have fulfilled our other ethical 
responsibilities in accordance with 
these requirements. We believe that 
the audit evidence we have obtained is 
sufficient and appropriate to provide a 
basis for our opinion. 

Conclusions relating  
to going concern
We have nothing to report in respect of the 
following matters in relation to which the 
ISAs (UK) require us to report to you where:

• The Board’s use of the going concern 
basis of accounting in the preparation 
of the Financial Statements is not 
appropriate; or

• The Board have not disclosed in the 
Financial Statements any identified 
material uncertainties that may cast 
significant doubt about the association’s 
ability to continue to adopt the going 
concern basis of accounting for a period 
of at least twelve months from the date 
when the Financial Statements are 
authorised for issue.

Emphasis of matter –  
impact of Covid-19. 
We draw attention to note 1.3 of the 
financial statements, which describes the 
impact of Covid-19 on the Association.  
Our opinion is not modified in respect  
of this matter.

Other information
The other information comprises the 
information included in the Annual Report 
and Financial Statements, other than the 
Financial Statements and our auditor’s 
report thereon. The Board are responsible 
for the other information. Our opinion on 
the Financial Statements does not cover the 
other information and, except to the extent 
otherwise explicitly stated in our report, 
we do not express any form of assurance 
conclusion thereon. 

In connection with our audit of the Financial 
Statements, our responsibility is to read 
the other information and, in doing so, 
consider whether the other information is 
materially inconsistent with the Financial 
Statements or our knowledge obtained 
in the audit or otherwise appears to be 
materially misstated. If we identify such 
material inconsistencies or apparent material 
misstatements, we are required to determine 
whether there is a material misstatement 
in the Financial Statements or a material 
misstatement of the other information.  
If, based on the work we have performed, 
we conclude that there is a material 
misstatement of this other information,  
we are required to report that fact. 

We have nothing to report in this regard. 
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Matters on which we  
are required to report  
by exception
In the light of the knowledge and 
understanding of the association and 
its environment obtained in the course 
of the audit, we have not identified 
material misstatements in the Report  
of the Board of Management.

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:

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

• The Financial Statements are not 
in agreement with the accounting 
records and returns; or

• Certain disclosures of Board’s 
remuneration specified by law are  
not made; or

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

Responsibilities of  
the Board
As explained more fully in the 
Statement of Board’s Responsibilities 
set out on page 15, the Board is 
responsible for the preparation of the 
Financial Statements and for being 
satisfied that they give a true and fair 
view, and for such internal controls as 
the Board determine is necessary to 
enable the preparation of Financial 
Statements that are free from material 
misstatement, whether due to fraud 
or error.

In preparing the Financial Statements, 
the Board is responsible for assessing 
the association’s ability to continue 
as a going concern, disclosing, as 
applicable, matters related to going 
concern and using the going concern 
basis of accounting unless the 
Board either intends to liquidate the 
association or to cease operations, 
or have no realistic alternative but to 
do so. 

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

A further description of our 
responsibilities for the audit of the 
Financial Statements is located on 
the Financial Reporting Council’s 
website at: www.frc.org.uk/
auditorsresponsibilities.  
This description forms part of our 
auditor’s report.

Use of our report 
This report is made solely available to  
the association’s members, as a body,  
in accordance with Section 87 of the 
Co-operative and Communities Benefit 
Societies Act 2014. Our audit work 
has been undertaken so that we might 
state to the association’s members 
those matters we are required to state 
to them in an auditor’s report and for 
no other purpose. To the fullest extent 
permitted by law, we do not accept or 
assume responsibility to anyone other 
than the association and the association’s 
members as a body, for our audit work, 
for this report, or for the opinions we 
have formed.

Nexia Smith & Williamson 
Statutory Auditor 
Chartered Accountants

25 Moorgate 
London 
EC2R 6AY

Date: 28th September 2020
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Statement of comprehensive income for the year ended 31 March 2020

Notes 2020 
(£'000)

2019  
(£'000)

Turnover 2 6,675 6,687

Operating costs 2  (5,223)  (5,569)

Other income 2 221 26

Other operating items 2  (51) -

Surplus on disposal of housing properties 2+7 500 1,731

Deficit on sale of fixed assets 2+7  (37) -

Operating surplus 2,085 2,875

Interest receivable 5 4 5

Interest payable 5  (1,303)  (931)

Surplus on ordinary activities before tax 4 786 1,949

Tax on surplus of ordinary activities - - -

Total comprehensive income for the year - 786 1,949

All of the activities (except the work relating to the Tampon Tax Fund shown in other operating items) of the 
Association are classed as continuing.

Notes 1-23 form part of these Financial Statements.

Other income in 2019/20 relates to the income received from partners for accommodation and other services 
provided by Arhag. 

Statement of changes in equity for the year ended 31 March 2020

Share  
capital
(£’000)

Reserve 
reserves

(£’000)

Total capital 
and reserves

(£’000)

At 1 April 2019 - 19,117 19,117

Surplus from statement of comprehensive income - 786 786

At 31 March 2020 - 19,903 19,903

At 1 April 2018 - 17,168 17,168

Surplus from statement of comprehensive income - 1,949 1,949

At 31 March 2019 - 19,117 19,117
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The accounts were approved by the Board on 24th September 2020 and signed on their behalf by:

Qadeer Kiani  David Maitland  Rachelle Beltran  
Arhag Board Chair Chair of the Audit and Risk Committee Company Secretary

Balance sheet as at 31 March 2020

Notes 2020
(£’000)

2019
(£’000)

Fixed assets:

Tangible fixed assets – housing properties 6a 74,323 76,181

Tangible fixed assets – other 6b 5,110 3,725

79,433 79,906

Current assets:

Properties for sale 8 - 966

Debtors 9 766 580

Cash and cash equivalents 10 3,063 3,723

3,829 5,269

Creditors: amounts falling due within one year 11 (2,472) (3,393)

Net current assets 1,357 1,876

Total assets less current liabilities 80,790 81,782

Creditors: amounts falling due after more  
than one year

12 (60,887) (62,665)

19,903 19,117

Reserves:

Called-up share capital 15 - -

Revenue reserves 16 19,903 19,117

- 19,903 19,117
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Cashflow statement as at 31 March 2020

2020
 (£'000) 

 2019
(£’000) 

Net cash generated from operating activities:

Operating Cashflows 3,604 1,914

Cash flow from investing activities:

Proceeds from Sales 2,310 -

Profit/(Loss) on Sale (580) -

Grants Repaid (200) -

Purchase of Fixed Assets (3,108) (3,907)

Interest Received  4 5

Net cash used In investing activities (1,574) (3,902)

Cash flow from financing activities:

New secured loans - 5,717

Loan Repayments (1,387) (1,075)

Interest Paid (1,303) (1,073)

Net cash generated (used in)/from financing activities (2,690) 3,569

Net (decrease)/increase in cash and cash equivalents (660) 1,581

Cash and cash equivalents at the beginning of the year 3,723 2,142

Cash and cash equivalents at the end of the year 3,063 3,723

Cash and cash equivalents consist of:

Cash at bank and in hand  3,063  3,723

Cash & Cash Equivalent  3,063  3,723

Operating Surplus 2,085 1,144

Depreciation 1,918 1,340

Grant Amortisation (603) (669)

Stock & WIP 966 (609)

Change in Debtors (186) (127)

Change in Creditors (576) 835

Net cash inflow from operating activities 3,604 1,914
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1. PRINCIPAL ACCOUNTING POLICIES 

1.1 General information
Arhag Housing Association Limited is incorporated under the Co-operative and Community Benefit Societies  
Act 2014 in England and is a registered provider of social housing with the Regulator of Social Housing.  
A description of the nature of the Association’s operations and its principal activity is disclosed in the Report  
of the Board on page 28.

The Association’s registered office is 82-90 Stratford High Street, London, E15 2NE.

1.2.  Basis of preparation
The Financial Statements of the Association are prepared in accordance with UK Generally Accepted Accounting 
Practice (UK GAAP) including FRS102 “The Financial Reporting Standard applicable in the United Kingdom 
and the Republic of Ireland” (FRS 102) and the Housing SORP 2018 “Statement of Recommended Practice for 
Registered Social Housing Providers” and comply with the Accounting Direction for Private Registered Providers 
of Social Housing from February 2019.

1.3. Going concern
The Association has sufficient financial resources based on forecasts and current expectations of future sector 
conditions. Consequently, the Board believes that the Association is well placed to manage its business risks 
successfully. Cashflow scenarios take possible pressures arising from Covid-19 and Brexit into account. Covid-19 
has presented challenges for Arhag. The Board has considered the impact of the pandemic and actions have 
been put in place to manage these risks and the Board consider these risks to be sufficiently mitigated. Arhag’s 
cash position has been reviewed for any cash shortfalls resulting from Covid-19 pressures, and the Association is 
satisfied that the cashflows in place offer sufficient flexibility to reduce any risk and remain sustainable.

The Board has a reasonable expectation that it will have adequate resources to continue in operational existence 
for the following twelve months. The Board therefore continues to adopt the going concern basis in preparing 
these Financial Statements.

1.4  Measurement convention

 The Financial Statements are prepared on the historical cost basis.

1.5  Social Housing Grant (“SHG”) 
Social Housing Grant (“SHG”), receivable from the Greater London Authority (GLA), is recognised using the 
accrual model in accordance with clause 24.5C of FRS 102. SHG is initially measured at the fair value of the 
asset received. It is initially recorded as a long-term liability (with the exception of the portion expected to be 
amortised to income in the forthcoming year, which is classified as a current liability) and classified as deferred 
grant income. Once the asset it is funding reaches practical completion, it is then released through the statement 
of comprehensive income as turnover over the estimated life (100 years) of the structure of housing properties.

NOTES TO THE FINANCIAL 
STATEMENTS FOR THE YEAR  
ENDED 31 MARCH 2020
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On disposal of properties, all associated SHG is transferred to the Recycled Capital Grant Fund (RCGF) until the 
grant is recycled or repaid to reflect the existing obligation under the social housing grant funding regime.

Where units are acquired from a third party who received grant funding for the development, the grant is not 
reflected in the Association’s statement of financial position. Instead, it is disclosed in the notes to the Financial 
Statements as contingent liabilities as the obligation will only crystallise on the disposal of these units.

1.6 Property plant and equipment
Housing properties are properties held for the provision of social housing or to otherwise provide  
social benefit.

Property plant and equipment is stated at cost less accumulated depreciation and accumulated impairment 
losses. The cost of land is not depreciated. Cost includes the cost of acquiring land and buildings, directly 
attributable development costs, interest at the average cost of borrowing for the development period,  
and expenditure incurred in respect of improvements which comprise the modernisation and extension of 
existing properties.

1.7  Component accounting
The Association accounts for its expenditure on housing properties using component accounting.  
Under component accounting, the housing property is divided into those major components which  
are considered to have substantially different lives. These components are then depreciated over their  
individual useful lives as follows:

Land Infinite

House structure 100 years

Lease Over the period of lease

Roof structure and covering 70 years

Windows 30 years

Kitchen 20 years

Lifts 20 years

Central heating boilers 15 years

Bathrooms 30 years

Electrics 40 years

Where a separately identified and depreciated component is replaced, the carrying value of the component  
is expensed as accelerated depreciation and the cost of the replacement component capitalised.  
All depreciation is provided on a straight-line basis. Leases are written off over the period of the lease.

Housing properties under construction are stated at cost less any impairment provision required.
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1.8  Other fixed assets
Cost incurred for scheme equipment is capitalised and recovered from residents through service charges 
levied over the life of the asset. Other fixed assets are included at cost to the Association less depreciation, 
which is provided on a straight-line basis over the periods shown below:

Long Leasehold Land
Over the period of the lease 

 – starting from the date of the lease

Long Lease Office Buildings 
(including the M&R Hub)

100 years  
– starting from date of handover

Office furniture and equipment 5 years

Computer Hardware 5 years

Computer Software 5 years

White Goods 5 years

Scheme equipment (including digital aerials) 10 years and 15 years 

1.9  Impairment
Financial assets (including rent and service charge arrears)

Financial assets are assessed at each reporting date to determine whether there is objective evidence that they 
might be impaired. A financial asset is impaired if objective evidence indicates that a loss event has occurred after 
the initial recognition of the asset, and that the loss event had a negative effect on the estimated future cash flows of 
that asset that can be estimated reliably. An impairment loss in respect of a financial asset measured at amortised cost 
is calculated as the difference between its carrying amount and the present value of the estimated future cash flows 
discounted at the asset’s original effective interest rate. For financial instruments measured at cost less impairment, 
an impairment is calculated as the difference between its carrying amount and the best estimate of the amount 
that the Association would receive for the asset if it were to be sold at the reporting date. Interest on the impaired 
asset continues to be recognised through the unwinding of the discount. Impairment losses are recognised in the 
Statement of Comprehensive Income. When a subsequent event causes the amount of impairment loss to decrease, 
the decrease in impairment loss is reversed through the Statement of Comprehensive Income.

Non-financial assets (Property, Plant and Equipment)

The carrying amounts of the Association’s non-financial assets are reviewed at each reporting date to determine 
whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable amount 
is estimated. The recoverable amount of an asset or cash-generating unit is the greater of its value in use and 
its fair value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their 
present value using a discount rate that reflects current market assessments of the time value of money and the 
risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested individually are 
grouped together into the smallest group of assets that generate cash inflows from continuing use that are largely 
independent of the cash inflows of other assets or groups of assets (the “cash-generating unit” or “CGU”).

Impairment arises where the cost is lower than the Net Realisable Value, and where the cost is greater than the 
Net Realisable Value, the impairment is recognised within the Statement of Comprehensive Income. 

The Association assesses the recoverable amount as being the higher of the fair value of the asset (less any 
incidental costs of selling the asset) and its value in use (the present value of anticipated future cash flows arising 
from its present use). Where the asset or CGU comprises assets held for their service potential (for example social 
housing properties and the “hub”) and the asset is both in demand and intended to be used for the long term, 
the Association also considers depreciated replacement cost (“DRC”) (the estimated cost of replacing the asset 
either by purchasing on the open market or rebuilding on the same, less an allowance for depreciation to match 
the present condition of the existing properties). If DRC is higher than both the fair value of the asset or CGU and 
its value in use, then the recoverable amount is considered to be equal to DRC.

The Association operates entirely in the London area, where the demand for housing is high (void levels for the 
year ended 31 March 2020 were 0.20% and for the previous year 0.10%). As there are no plans currently to 
regenerate or demolish our units, the Association can derive its recoverable amounts from DRC. 
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1.10 Financial instruments
Financial assets and financial liabilities are recognised when the Association becomes party to the contractual 
provisions of the financial instrument. Financial assets are only derecognised when the contractual rights to 
the cashflows from the financial asset expire or are settled. Financial liabilities are derecognised only when 
the obligation specified in the contract is discharged, cancelled or expires. The Association does not use 
standalone derivative financial instruments to reduce exposure to interest rate movements.

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand and at bank and short-term deposits. Cash equivalents are 
highly liquid investments that are readily convertible to known amounts of cash within three months without 
significant risk of change in value.

Tenant arrears, trade and other debtors 

Tenant arrears, trade and other debtors are recognised initially at transaction price less attributable transaction 
costs. After initial recognition they are measured at amortised cost using the effective interest method, less any 
impairment losses. If the arrangement constitutes a financing transaction, for example if payment is deferred 
beyond normal business terms, then it is measured at the present value of future payments discounted at a 
market rate of instrument for a similar debt instrument.

Trade and other creditors

Trade and other creditors are recognised initially at transaction price plus attributable transaction costs. 

Interest-bearing borrowings classified as basic financial instruments

Debt instruments which meet the conditions of Section 11.9 of FRS 102 are measured at amortised cost using 
the effective interest method. If the arrangement constitutes a financing transaction, for example if payment 
is deferred beyond normal business terms, then it is measured at the present value of future payments 
discounted at a market rate of instrument for a similar debt instrument.

1.11 Turnover
Turnover represents rental and service charge income receivable (net of void losses), fees receivable, and 
amortisation of Social Housing Grant (“SHG”) under the accrual model. Rental income is recognised on the 
execution of tenancy agreements. Proceeds on sales are recognised on completion. Other income, such as 
Tampon Tax Fund (TTF) is recognised as receivable on the delivery of services provided.

1.12 Grant income
Grants received from non-government sources are recognised using the performance model. A grant 
which does not impose specified future performance conditions is recognised as revenue when the 
grant proceeds are received or receivable. A grant that imposes specified future performance-related 
conditions on Arhag is recognised only when these conditions are met. A grant received before the 
revenue recognition criteria are satisfied is shown as a liability in the Statement of Financial Position.
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1.13 Interest capitalised
Interest on borrowings is capitalised to housing properties during the course of construction up  
to the date of practical completion of each scheme. The interest capitalised is derived from the  
average rate of interest payable by the Association.

1.14 Capitalisation of development costs 
Development staff costs based on the time spent on a scheme are capitalised up to the date  
of practical completion of that scheme. Only salary related costs and incremental overheads  
are included.

1.15 Major repairs
The amount of expenditure incurred which relates to an improvement, which is defined as an increase 
in the net rental stream or the life of a property, has been capitalised. Expenditure incurred on other 
major repairs, cyclical and day-to-day repairs to housing properties is charged to the Statement of 
Comprehensive Income in the period in which it is incurred.

1.16 Leases
Operating leases 

Payments made under operating leases are recognised in the Statement of Comprehensive  
Income on a straight-line basis over the term of the lease. Lease incentives received are recognised  
in the Statement of Comprehensive Income over the term of the lease as an integral part of the  
total lease expense. 

1.17 Employee benefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the Association pays  
fixed contributions into a separate entity and will have no legal or constructive obligation to pay  
further amounts. Obligations for contributions to defined contribution pension plans are recognised 
as an expense in the Statement of Comprehensive Income in the periods during which services are 
rendered by employees.

Other short-term employee benefits

The financial equivalents of any unused employee holidays at the balance sheet date are recognised 
and accrued as a liability. This is measured at the undiscounted salary cost of the future holiday 
entitlement at the balance sheet date.
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1.18 Taxation 
The Association has charitable status and is therefore not subject to corporation tax on surpluses arising 
from charitable activities. A large proportion of the Association’s social housing income, including 
its rent, is exempt for VAT purposes. The majority of its expenditure is subject to VAT that cannot be 
reclaimed, consequently amounts shown in the accounts are inclusive of VAT where applicable. 

In light of the change in 2019/20 to the Association’s business structure, the proportion of income which 
relates to non-social housing will be subject to a partial exemption method to determine the recoverable 
input tax. This applies only to the partial exemption special method (‘PESM’). Arhag Housing Association 
has to ensure that only input tax incurred on goods and services used for business purposes is included in 
the calculations. VAT incurred directly or indirectly for non-business purposes must be excluded before the 
PESM calculations are made.

Should there be any change in the structure of the business and/or trading patterns that prevent this 
method from giving a fair and reasonable recovery of input tax, this might be subject to further change. 

Corporation Tax is due on the Taxable Surplus of Sale of properties held for sale.

1.19 Provisions
A provision is recognised in the balance sheet when the Association has a present legal or constructive 
obligation as a result of a past event, that can be reliably measured and it is probable that an outflow of 
benefits will be required to settle the obligation. Provisions are recognised as the best estimate of the 
amount required to settle the obligation at the reporting date.

1.20 Properties held for sale
Properties that are completed in the financial year and are now and intended for future sales have been 
recognised as properties held for sale.

1.21 Judgements and areas of estimation uncertainty
The preparation of Financial Statements requires the use of estimates and assumptions that affect the 
amounts reported for assets and liabilities as at the balance sheet date and the amounts reported for 
income and expenses for the year. Although these estimates and associated assumptions are based 
on historical experience and management’s best knowledge of current events and actions, the actual 
results may ultimately differ from those estimates. The estimates and underlying assumptions are 
reviewed on an on-going basis.

Significant judgements in applying the Association’s accounting policies

The following are the significant judgements, apart from those involving estimations (which are  
dealt with separately below), that the Board has made in the process of applying the Association’s 
accounting policies and that have the most significant effect on the amounts recognised in the  
Financial Statements.

• The Association has applied judgements in deciding on the component categories, which are 
considered to have substantially different useful lives from the structure.

• A judgement is used on the appropriate allocation of costs for mixed tenure developments, 
including the allocation of costs between current and fixed assets.

• Where there are indications of impairment on property, plant and equipment and housing  
property assets, the Association performs impairment tests on these assets that require judgements 
to be made.

• The income and expenditure relating to Tampon Tax Fund is recognised gross, because Arhag takes 
the full risk as principal for the subcontracted work.

Key sources of estimation uncertainty

The estimates and assumptions which have the most significant effect on amounts recognised in the 
Financial Statements are discussed below:

The depreciation expense is the recognition of the consumption of the asset and allocation of the cost 
of the asset over the periods in which the asset will be used. The useful lives of the assets are estimated 
and regularly reviewed to reflect changes in the environment.
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2a.  ANALYSIS OF TURNOVER AND OPERATING COSTS  
FROM LETTINGS

2019/20 2018/19

Turnover 
 
 

(£’000)

Total 
operating 

costs 
(£’000)

Operating 
surplus 

 
(£’000)

Turnover 
 
 

(£’000)

Total 
operating 

costs 
(£’000)

Operating 
surplus 

 
(£’000)

Social housing activities:

General needs – 
permanent housing

6,268 4,883 1,386 6,130 5,009 1,121

General needs 
temporary housing

191 227 (36) 346 409 (63)

General needs 
managed on behalf 
of other

29 44 (15) 33 31 2

Shared ownership 48 1 46 39 7 32

Supported housing 139 68 71 139 113 26

6,675 5,223 1,452 6,687 5,569 1,118

Other social housing activities:

Surplus on sale  
of stock

982 1,019 (37) - - -

Surplus on  
disposal of housing 
properties

1,614 1,114 500 2,310  579 1,731

2,596 2,133 463 2,310 579 1,731

Non social housing activities:

Other Income - 
partners

221 - 221 26 - 26

Other – tampon tax 519 570 (51) 522 522 -

740 570 170 548 522 26

Total 10,011 7,926 2,085 9,545 6,670 2,875
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2b.  ANALYSIS OF TURNOVER AND OPERATING COSTS  
FROM LETTINGS

General 
needs 

permanent 
housing 

2019/20 
(£’000)

General 
needs 

temporary 
housing 

2019/20 
(£’000)

General needs 
managed on 

behalf of other 
2019/20  

 
(£’000)

Shared 
ownership  

2019/20 
 
 

(£’000)

Supported 
housing 

2019/20 
 
 

(£’000)

Surplus 
on sale 

of FA 
 
 

(£’000)

Total 
2019 

/20 
 
 

(£’000)

Total 
2018 

/19 
 
 

(£’000)

TURNOVER

Social housing lettings:

Rent receivable 5,331 162 29 12 53 - 5,587 5,427

Service charge 
receivable

532 29 - 36 80 - 677 592

Amortisation  
of SHG

405 - - - 6 - 411 668

6,268 191 29 48 139 - 6,675 6,687

Other social 
housing activities

- - - - - - - -

Other income - -  -  - - 2,596 2,596 26

Total turnover 6,268 191 29 48 139 2,596 9,271 6,713

OPERATING COSTS

Social housing lettings:

Management 
costs

2,710 115 2 1 45 - 2,873 2,185

Service costs 543 3 30 - 11 - 587 476

Day-to-day 
maintenance

260 80 1 - 4 - 345 1,036

Planned 
maintenance

110 16 - - - - 126 520

Major repairs 45 - - - - - 45 34

Losses from rental 
bad debts

45 13 - - 4 - 62 75

Housing property 
depreciation

1,061 - 10 - 5 - 1,076 1,121

4,773 227 44 1 68 - 5,114 5,447

Other social housing activities:

Other costs 109 - - - - 2,133 2,242 122

Total operating 
costs

4,882 227 44 1 68 2,133 7,356 5,569

Operating 
surplus on 
letting activities

1,386 (36) (15) 46 71 463 1,915 1,144

Non social 
housing activity

- - - - - - 170 -

Operating surplus 1,386  (36) (15) 46 71 463 2,085 1,144

Void losses (3) 12 - - - - 9 (7)
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3. STAFF NUMBERS AND COST 

2020 
(FTE)

2019 
(FTE)

Housing, development and administration staff 21 23

Hostel staff 1 1

22 24

2020 
(£’000)

2019 
(£’000)

Staff costs during the year:

Wages 932 944 

Social security costs 75 93 

Pension costs 51  74 

Life insurance 5 3 

 1,063 1,114

2020 
(£’000)

2019 
(£’000)

Emoluments of Senior Executives were as follows:

Emoluments 250 242

Pension contributions 17 28

Consultants covering senior posts (inc. VAT) 214 167

481 437

2020 
(FTE)

2019 
(FTE)

Emoluments of the highest paid Senior Executives were as follows: 

Emolument 61 87

Pension contributions 17 11

78 98

2020 
(FTE)

2019 
(FTE)

Salary bands:

£90,000 - £99,000 - -

£80,000 - £89,999 - 1

£70,000 - £79,999 1 -

£60,000 - £69,999 - 1

1 2

 

The information above is based on the full-time equivalent number of staff whose remuneration payable in 
relation to the period of account fell within the relevant bands. It is not adjusted to show the amounts on an 
annualised basis.
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Gross Pay 
(£’000)

Board Member Pay:

Qadeer Kiani 6,000

Mark Gomar 2,500

Boe Williams 6,250

Barry Simons 2,292

Rosemarie Clarke 2,500

Bulbul Ali 2,500

Abdul Basith 2,500

Pat Davies 2,500

Wayne Farah 2,708

David Maitland 2,500

32,250

Board members are appraised on an annual basis and there is an annual review of Board member payments.  
All Board members have a basic pay of £2,500 per annum. The Chair received £6,000 per annum. 
Any variance in annual payment below are due to either Board expenses, backpay or early retirement. 
Renumeration paid to current Board members is set out below. 

4. SURPLUS FOR THE YEAR

2020 
(£’000)

2019 
(£’000)

The surplus for the year is stated after charging/(crediting):

Depreciation:

A) Housing properties  870 1,121

B) Other property, plant and equipment 561 219

Amortised Government grant (412) (669)

Operating lease buildings rental 138 83

Auditors’ remuneration:

A) Audit services 20 35

B) Other services 25 8
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5. INTEREST
2020 

(£’000)
2019 

(£’000)

Interest earned in year 4 5 

4 5 

Interest payable on housing loans repayable over more than five years:

Orchardbrook 108 82

Unity Bank (formerly co-operative bank) 146 19

Triodos 608 574

RBS 426 390

Amortised interest charges 15 -

Less: interest capitalised in housing -  (134)

1,303 931

 
6a.  PROPERTY, PLANT AND EQUIPMENT  

– HOUSING PROPERTIES

Property, plant and 
equipment – housing 
properties

Freehold 
housing 

properties 
(£’000)

Short lease 
housing 

properties 
(£’000)

Leasehold 
properties 

 
(£’000)

Shared 
ownership 

 
(£’000)

HP in  
course of 

construction 
(£’000)

Total 
 
 

(£’000)

Cost:

As at 1 April 2019 86,135 1,008 3,439 749 - 91,330

Reclassification 63 - - - - 63

Additions in year 480 - - - - 480

Component 
replacements

284 - - - - 284

Component disposals (1,589) - - - - (1,589)

Disposals in year (1,114) - (1,283) - - (2,397)

As at 31 March 2020 84,259 1,008 2,156 749 - 88,171

Depreciation: 

As at 1 April 2019 11,837 287 3,025 - - 15,149

Charge in year 803 73 209 - - 1,085

Disposals in year (1,102) - (1,283) - - (2,386)

-

As at 31 March 2020 11,538 360 1,951 - - 13,848

Net book value:

As at 31 March 2020 72,721 648 205 749 - 74,323

As at 31 March 2019 74,313 721 414 749 - 76,197
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6b. OTHER ASSETS PROPERTY, PLANT AND EQUIPMENT

Scheme 
equipment 

 
(£’000)

Computer 
hardware 

& software 
(£’000)

Long lease 
office:  

land 
(£’000)

Long lease 
office: 

structure 
(£’000)

Furniture, 
fixtures & 

fittings 
(£’000)

Total 
 
 

(£’000)

Cost:    

At 1 April 2019 501 942 - 3,291 72 4,806

Reallocation - - 1,183 (1,383) 263 63

Reclassification - - - (63) - (63)

Additions 507 1,274 - - 501 2,281

Disposals (223) (148) - - (369) (740)

At 31 March 2020 785 2,068 1,183 1,845 466 6,347

   

Depreciation:    

At 1 April 2019 (368) (604) - - (72) (1,044)

Charge for the 
period

(25) (228) - (321) (297) (871)

Disposals 222 148 - - 307 677

At 31 March 2020 (171) (684) - (321) (62) (1,238)

   

Impairment:    

At 1 April 2019 - (37) - - - (37)

Released in year - 37 - - - 37

At 31 March 2020 - - - - - -

Net book value:    

At 31 March 2020 614 1,382 1,183 1,525 404 5,110

   

At 31 March 2019 133 301 - 3,291 - 3,725
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7. DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT 

Disposal  
of stock 

 
(£’000)

Disposal 
of housing 
properties 

(£’000)

Total 
2020 

 
(£’000)

Total 
2019 

 
(£’000)

Proceeds 982 1,331 2,313 2,310

Cost (1,019) (1,114) (2,133) (1,278)

Profit/(loss)  
on disposal

(37) 217 180 1,032

Previously amortised 
grant

- 283 283 810

Surplus/(deficit)  
on proceeds

(37) 500 463 1,842

Components replaced 
NBV written off

- - 284 (111)

Net surplus/(deficit) - - 179 1,731

8. PROPERTIES FOR SALE

 
2020 

(£’000)
2019 

(£’000)

Properties for sale - 966 

- 966 

9. DEBTORS

2020 
(£’000)

2019 
(£’000)

Arrears of rent and service charges 353 222

Less: provision for bad doubtful debts  (185)  (154)

168 68

Other debtors 560 377

Less: provision for bad doubtful debts (24) -

Prepayments and accrued income 62 135

766 580
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10. CASH AND CASH EQUIVALENTS
2020 

(£’000)
2019 

(£’000)

Cash at bank and in hand 3,063 3,723 

3,063 3,723 

11. CREDITORS LESS THAN ONE YEAR
2020 

(£’000)
2019 

(£’000)

Rent and service charges payable to 3rd parties  - 2

Rent received in advance 244 336

Taxation and social security 15 12

Loan repayment in one year or less 1,325 1,398

Other trade creditors and accruals 548 1,031

Short-term portion of grant 340 614

2,472 3,393

12. CREDITORS GREATER THAN ONE YEAR
2020 

(£’000)
2019 

(£’000)

Orchardbrook 562 699

Unity bank loan 6,004 6,395

Triodos 13,166 13,952

RBS 10,000 10,000

Amortised loan fees  (288)  (299)

29,444 30,747

Deferred Grant:

SHG: GROSS 43,331 43,531

Capital grant amortisation (11,980)  (11,640)

Recycled capital grant fund 95 27

60,890 62,665

Loans:

Amounts falling due < 1 year 1,325 1,398

Amounts falling due 1--5 years 4,445 7,157

Amounts falling due > 5 years 25,286 23,590

31,056 32,145
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13. FINANCIAL INSTRUMENTS
2020 

(£’000)
2019 

(£’000)

Financial assets measured at amortised cost:

Rent receivable  168  68 

Other debtors  560  377 

Cash and cash equivalents  3,063  3,723 

Prepayments 62 -

 3,853  4,168

 

2020 
(£’000)

2019 
(£’000)

Financial liabilities measured at amortised cost:

Rent and service charges payable to 3rd parties - 2 

Rent received in advance 244 336 

Housing loans 30,769 32,145 

Other trade creditors and accruals 458 1,031

31,471 33,514 

14. GOVERNMENT GRANT
 

Held as  
deferred income 

(£’000)

Recognised in 
comprehensive income 

(£’000)

Total 
2020 

(£’000)

Total 
2019 

(£’000)

At 1 April 2019 44,145  (11,640) 32,505 33,591

Additions in year 48 - 48 430

Grant amortised in year -  (412)  (412)  (669)

Transfer RCGF (68) - (68)  (27)

Disposals  (421) 72  (354)  (821)

Liability as at  
31 March 2020

43,671 11,980 31,622 32,505
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Contingent Assets

The Association has disclosed contingent assets where there is a possible but uncertain obligation for Ekaya 
Housing Association to repay any funds arising from an overage clause with respect to the land, if Ekaya were 
to sell the property within 10 years, and any gain arises from the value of the land. Actual payment is contingent 
upon future disposal of housing properties.

Contingent Liabilities

The Association has disclosed contingent liabilities where there is a possible but uncertain obligation to repay social 
housing grant in the future. Actual payment is contingent upon future disposal of housing properties for which the 
grant was received. The Association also has a total SHG obligation of £11.6m (2019: £11.6m) attributable to the 
historical acquisition of 197 (2019: 208) units from one registered provider of social housing. The obligation will only 
crystallise on the disposal of these units. The total (both recognised as a liability and not recognised) amounts to:

2020 
(£’000)

2019 
(£’000)

Cumulative grant (gross):

At the beginning of the year: 57,085 54,998

Movement in year - 2,087

57,085 57,085

A photocopying contract is currently being contested by Arhag. Should the dispute not be found in Arhag’s 
favour, the maximum estimated cost to the Association would be £12,000.

A repairs contract has been terminated, final settlement from Arhag has been made based on the value Arhag 
believe to be the full and final amount. Should the dispute not be found in Arhag’s favour, the maximum 
estimated cost to the Association would be £42,000.

15. SHARE CAPITAL

2020 
(£)

Total shares issued at the beginning of the year 12

Movement (2)

At the end of the year 10

The share capital of the Association consists of shares with the nominal value of £1 each issued to Association 
members. The shares carry no rights to dividends or any other distributions and are not capable of being repaid 
or provide any benefits to the holder in the event of a winding up of the Association. They carry an entitlement  
to vote at the Association’s Annual General Meeting.
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16. RESERVES AND SHARE CAPITAL
Non-equity share capital: this represents the nominal value of shares which have been issued.

Revenue reserves: this includes all current and prior period retained surpluses and deficits.

17. RELATED PARTY DISCLOSURES     

Key management are the persons having authority and responsibility for planning, controlling and directing 
the activities of the Association. In the opinion of the Board, the key management are both the Board and the 
senior management team.

There is one tenant Board Member (2019 one), who has full Board-member rights. The rent and terms of tenancy 
are determined in the same way as those of other tenants of the Association. During the year rent of £5,885 (2019: 
£5,774) was charged to the tenant Board member. At the year end £346 (2019: £440) was paid in advance.

18. UNITS

2020  
(No. of units)

2019  
(No. of units)

Social housing accommodation:

Owned: Housing property Freehold 728 757

Long lease 108 104

Short lease 36 36

872 897

Shared ownership 17 17

Hostel bed spaces Freehold 13 13

902 927

Managed not owned: Short life LB Newham 16 45

Private landlord 2 1

18 46

920 973

Other units: Owned by: Managed by:

LB Newham Bahay Kubo HA 8 11

LB Newham Tamil HA 3 5

11 16

 
The 11 other units are leased by the Association from the Landlord (LB Newham). The Association retains the 
statutory rights, obligations and other duties in respect of these properties.
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19. OPERATING LEASES
At 31 March the Association had operating lease commitments as follows:    

2020 
(£’000)

2019 
(£’000)

Land and buildings:

Due within one year 25 73

Due between one and five years - 64

25 137

20. EMPLOYEE BENEFITS 
Defined contribution plans 

The Association operates a defined contribution pension plan. The total expense relating to this plan  
in the current year was £52,208 (2019: £71,900).

Group life cover

The Association operates a Group life policy cover with employee benefit of three times annual salary.  
The total expense relating to this policy in the current year was £4,789 (2019: £2,654).

21. CAPITAL COMMITMENTS
2020 

(£’000)
2019 

(£’000)

Expenditure contracted for but not provided for in the Financial Statements:

Stratford office - 396

As at 31 March 2020 - 396

22. RECYCLED CAPITAL GRANT FUND

2019 
(£’000)

Opening balance: At 1 April 2019 27

Additions in year 68

Closing balance: At 31 March 2020 95
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23.  INTEREST-BEARING LOANS AND BORROWINGS
This note provides information about the contractual terms of the Association’s interest-bearing loans and 
borrowings, which are measured at amortised cost. All loans and borrowings are measured at amortised cost. 
Bank loans are secured by way of a first fixed charge over housing properties and include an asset cover test 
based on the ratio of the value of properties secured to the carrying value of the loan. Secured bank loans 
include interest cover and gearing covenants each of which is tested annually against relevant disclosures 
within the Comprehensive Income and Financial Position of the Financial Statements.

2020 
(£’000)

2019 
(£’000)

Creditors falling due more than one year  
Secured bank loans

29,444 30,747

Creditors falling due within less than one year 
Secured bank loans 

1,325 1,398 

As at 31 March 2020 30,769 32,145

24. ANALYSIS OF CHANGES IN NET DEBT 

1 April  
2019 

(£’000)

Cash  
flows 

(£’000)

Non cash 
movement 

(£’000)

31 March 
2020 

(£’000)

Cash and cash equivalents 3,723 (660) - 3,063

Debt due within one year (1,398) 1,387 (1,314) (1,325)

Debt due after more than one year (30,747) (298) 1,314 (29,731)

(28,422) 429  - (27,993)

1 April  
2018 

(£’000)

Cash  
flows 

(£’000)

Non cash 
movement 

(£’000)

31 March 
2019 

(£’000)

Cash and cash equivalents 2,142 1,581 - 3,723

Debt due within one year (1,053) (1,075) 730 (1,398)

Debt due after more than one year (24,189) (5,828) (730) (30,747)

(23,100) (5,322)  - (28,422)
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Visit us or write to us:
Arhag Housing Association  
The People’s Place  
80-92 High Street 
Stratford, London, E15 2NE

Telephone: 
020 7424 7370

Opening hours:
Monday to Friday 
9am to 5pm

Out of hours: 
0800 389 8699  
or 020 7424 7370 
(option 5).

Hostel enquiries:
020 8519 4156

Email: 
contact@arhag.co.uk

Visit our website: 
www.arhag.co.uk

mailto:contact@arhag.co.uk
http://www.arhag.co.uk/
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