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directors’ report

The Directors submit their report and financial statements of Sandwell Homes

Limited for the year from 1 April 2007 to 31 March 2008.

PRINCIPAL ACTIVITIES

The principal activity of the Company during the
period remained the management and maintenance
of Council owned homes in Sandwell. The Company
was established as an Arms Length Management
Organisation (ALMO) in accordance with a
Government policy initiative for local authority housing
management.

REVIEW OF THE BUSINESS

In 2007/08 the Company undertook a £91m decent
homes investment programme which is by far the
largest part of the £156m turnover. It is a remarkable
achievement that the actual spend was within £71,000
of the £91m programme. The majority of the resources
for the programme came from the Government as part
of the commitment to achieve decent homes across all
Council homes. As part of the 2007 comprehensive
spending review the Company received greater
certainty on the level and timing of the Government
resources and this included an additional £8m
received in 2007/08 profiled from future years.
2007/08 is likely to be the peak of the investment
programme with the spend gradually reducing in
future years.

During the year the Company carried out
refurbishment work on 9,787 homes and 12 high
rise blocks. The completion of high rise blocks

such as Thompson Gardens, Neale and Macauley
are particularly noticeable and have improved the
environment of the surrounding areas as well as the
lives of the residents living in the blocks. Across the
whole stock the portion of homes which are now
decent is 54% compared with only 26% when the
Company was formed.

It is important to the Company that the investment
programme is completed working together with

our partners, suppliers, tenants, leaseholders and
residents. Therefore it was pleasing that the work
during the year was recognised through two awards,
the West Midlands Centre for Constructing Excellence
for Integration and Collaborative Working and the
National Federation of ALMO Awards for the Best
Community Initiative.

In addition to the investment programme the Company
is committed to providing excellent day to day services.
These services are funded through a management

fee from the Council which in return is funded from
rents received from tenants less a subsidy paid by
Sandwell into a national housing pot for redistribution
to other housing authorities. The management fee is

a declining resource which reduced from £59.1m in
2005/06 to £53.8m in 2007/08. Rather than making
reduction the Company seeks efficiency savings to
balance the budget. These need to fund both the cost
of inflation was well as the reduced management fee
and amount to 5%, around £2.5m per annum. Since
commencing trading in 2004/05 a total of £10.8m
efficiencies have been achieved and services received
by tenants and leaseholders have continuously
improved despite the reduced level of funding.

A number of key landmarks were achieved in 2007/08.
These included a step change in the management

of attendance with the average number of days lost
reducing from nearly 14 days in 2006/07 to less than
10 in 2007/08 with targets to reduce this further in
future years. Contracts were signed for a new housing
management system from IBS Opensystems which
will be implemented in 2008/09 and also for a new
Operations and Development Centre in Roway Lane
(Oldbury) to enable the relocation from the Sandwell
Road Depot site by 31 December 2008.

The only negative issue to record in the financial
statements is the change to the pension position
which has moved from a surplus of £0.7m to a deficit
of £20.8m, a switch of £21.5m. Financial Reporting
Statements require this be posted into the accounts and
this has reduced the profit and loss reserve to £0.4m
as at 31 March 2008. All employees have access to

a pension scheme which is managed by the West
Midland Pension Fund (WMPF) on behalf of public
bodies within the West Midland Metropolitan area. It
is the view of WMPF that the fund remains viable with
the deficit being fully covered by future employee and
employer pension contributions. The main reasons for
the change in the pension position during 2007/08
were the decline in the stock market and increased life
expectancy of pension members.
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(continued)

PERFORMANCE REVIEW 2007/08

In 2007/08 the Company broke the 2006/07 records
and achieved our best ever performance. This follows

several years of significant improvement and most
of our services are now in the top quartile compared

with other Metropolitan Authorities. The performance

includes:

2007/08
% of homes decent 54.2
% customer satisfaction 77.9
% urgent repairs completed on time 99.0
% rent collected 98.1

Under management of | Under the management
the Company of the Council
pAO0IY(oYl 2005/06 wIeLY(0k) 2003/04
43.5 40.1 35.1 25.8

77.2 77 75 72

98.8 98.6 98.2 95.4

97.7 97.3 97.4 96.2

FUTURE DEVELOPMENTS

Building on our past successes the Company has
published a new Business and Delivery Plan covering
the period 2008 to 2011. The Plan includes the
following major developments:-

B Relocating from the existing Sandwell Road site
to a new Operations and Development Centre
in Roway Lane, Oldbury by the end of December
2008. The Centre is being leased from Sandwell
MBC and the cost is covered by savings achieved
by moving from Sandwell Road

B Implementing the single status agreement during
2008/09. This bases employees salary on a job
evaluation model and provides greater certainty

that the Company is complying with the equal pay
legislation. Initial estimates forecast an increase in
the overall pay bill but this risk has been covered in

the 2008/09 budget

B Implementing the system purchased from IBS
Opensystems in phases over 2008 and 2009
providing improvements in customer experience
and efficiency
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Preparing for the Audit Commission Inspection
which will take place in September 2008. The
Company is working hard to secure the top
rating of 3 stars (excellent). 3 stars will enable the
Company to trade with other organisations

Continuing with the decent homes programme
which amounts to £85m in 2008/09, £68m in
2009/10 and £59m in 2010/11

Undertaking a feasibility to build new socially
rented homes in Sandwell. Small schemes are
already in the pipeline including 8 new flats at
Lancaster House and up to 19 ‘lifetime’ homes in
other high rise blocks utilising floor space created
as part of the decent homes programme

Supporting vulnerable people including projects to
prevent debt and improve customer access

Continuing to identify efficiencies to ensure a
balanced budget and the recycling of resources into
new prioritised growth areas
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(continued)

MAJOR RISKS AND UNCERTAINTIES

The Company maintains a risk register which is
actively managed by the Risk Management Panel and
Executive Management Team. It is reported regularly
to the Audit and Scrutiny Committee. The key risks

in the Company Risk Register as at 31 March 2008
included:-

B potential equal pay claims until the single status
agreement is in place

B operational performance deteriorating as a result
of the need for 5% annual efficiencies

B the Company loses external contracts (supporting
people and building services) and needs to reshape

Control measures are in place within the risk register to
mitigate the impact and/or likelihood of each risk.

DISABLED EMPLOYEES

Applications for employment by disabled persons are
always fully considered, bearing in mind the aptitudes
of the applicant concerned. In the event of members
of employees becoming disabled every effort is made
to ensure that their employment with the Company
continues and that appropriate training is arranged. It
is the policy of the Company that the training, career
development and promotion of disabled persons
should, as far as possible, be identical to that of other
employees.

EMPLOYEE CONSULTATION

The Company places considerable value on the
involvement of its employees and has continued

to keep them informed on matters affecting them

as employees and on the various factors affecting

the performance of the Company. This is achieved
through formal and informal meetings, the Company
magazine and a special edition for employees of the
annual financial statements. Employee representatives
are consulted regularly on a wide range of matters
affecting their current and future interests.

ENVIRONMENTAL POLICY

Through an approved Environmental Policy the
Company acts to minimise the impact of activities on
the environment and demonstrate a real commitment
to improve our environmental performance within a
clearly defined approach.

A culture of environmental responsibility is promoted
throughout the Company and with suppliers. The
Company maintains an Environmental Management
System which during 2007/08 was successfully
assessed under ISO 14001. The Company was also
recognised as best practice by the West Midlands
Centre for Constructing Excellence for our initiatives to
turn our supply chain green.

The implementation of this policy has links with all the
Company'’s strategic priorities and aims — it will help
demonstrate value for money, it provides customer
involvement and engagement, it contributes to
creating sustainability and demonstrates continuous
improvement and innovation.
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(continued)

DIRECTORS

The Directors who served the Company during the year were as follows:

Norma S R Hutchings
Michael C Babb

11 June 2004
11 June 2004

Aynols B Reid 20 July 2006
Peter B Gospel 26 July 2004
Linda Paskin 18 July 2005
John B Cotgrove 22 January 2008

Philip D Cartwright

Alfred W Woodhouse

Len Gibbs

Tina Brown-Love
Christopher P Gray
Margaret A D Lang
Christopher J Moores
Frederick T Carter
Councillor Geoffrey J Lewis
Councillor Joyce Underhill

Councillor Dr Anne E G Jaron

22 November 2006
11 June 2004

11 June 2004

11 June 2004

26 July 2006

18 February 2005
18 February 2005
4 February 2008
11 June 2004

11 June 2004

11 June 2004

22 January 2008

2 June 2008
1 October 2007

Councillor Karen E Bissell 4 June 2007 21 May 2008
Councillor Steve Frear 24 May 2006 21 May 2008
Councillor Keith Davies 24 May 2006 21 May 2008
Councillor David L W Hosell 21 May 2008
Councillor Anthony R W Ward 21 May 2008
Councillor Paramijit Randhawa 21 May 2008

STATEMENT AS TO DISCLOSURE OF INFORMATION
TO AUDITORS

The Directors who were in office on the date of
approval of these statements have confirmed, as

far as they are aware, there is no relevant audit
information of which the auditors are unaware. Each
of the directors have confirmed that they have taken
all the steps that they ought to have taken as Directors
in order to make themselves aware of any relevant
audit information and to establish that it has been
communicated to the auditors.
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AUDITORS

A resolution to reappoint Baker Tilly UK Audit LLP,
Chartered Accountants as auditor will be put to the
Board at the Annual General Meeting.

By order of the Board.

)L

Paul E Field
Company Secretary
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directors’ responsibilities in the preparation of

financial statements

The Directors are responsible for preparing the Annuall
Report and the financial statements in accordance with
applicable law and regulations.

Company law requires the Directors to prepare
financial statements for each financial year. Under

that law the Directors have elected to prepare the
financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards and applicable
law). The financial statements are required by law to
give a true and fair view of the state of affairs of the
Company and of the profit or loss of the Company for
that period.

In preparing those financial statements, the Directors
are required to:

a. select suitable accounting policies and then apply
them consistently;

b. make judgements and estimates that are
reasonable and prudent;

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

d. prepare the financial statements on the going

concern basis unless it is inappropriate to presume
that the Company will continue in business.

10

The Directors are responsible for keeping proper
accounting records which disclose with reasonable
accuracy at any time the financial position of the
Company and enable them to ensure that the financial
statements comply with the Companies Act 1985. They
are also responsible for safeguarding the assets of

the Company and hence for taking reasonable steps
for the prevention and detection of fraud and other
irregularities.

The Directors are responsible for the maintenance and
integrity of the corporate and financial information
included in the Company’s website.

Legislation in the United Kingdom governing the
preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.
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STATEMENT ON INTERNAL CONTROLS

The Board acknowledge its ultimate responsibility for
ensuring that the Company has in place a system of
controls that is appropriate to the various business
environments in which it operates. These controls are
designed fo give reasonable assurance with respect to:

B The reliability of financial information used within
the Company or for publication;

B The maintenance of proper accounting records;
and

B The safeguarding of assets against unauthorised
use or disposal.

The systems of internal control can only provide
reasonable and not absolute assurance against
material misstatement or loss. The system of internal
control includes the following key elements:

B Formal policies and procedures are in place,
including the documentation of key systems and
rules relating to the delegation of authorities,
which allow the monitoring of controls, maintaining
proper accounts and restrict the unauthorised use
of the Company’s assets;

B Experienced and suitably qualified employees to
take responsibility for important business functions.
Annual business planning and performance
development appraisals with employees are in
place to maintain standards of performance;

B Internal audit prepare a risk based Audit Plan which
is considered by the Audit and Scrutiny Committee
in advance of the forthcoming year. The plan
includes audits of all the key financial systems and
regular reviews on the effectiveness of internal
controls. Based on the work undertaken during
the year and the implementation by management
of the recommendations made, Internal Audit has
provided reasonable assurance that the Company
has adequate and effective governance, risk
management and internal control processes;
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B A risk management framework in which priority
risks are managed and reviewed by the Executive
Management Team and monitored by the Audit
and Scrutiny Committee;

B Forecasts and budgets are prepared which monitor
the key business risks and financial objectives
and progress towards financial plans set for the
year and the medium term. Regular management
accounts are prepared promptly, providing relevant,
reliable and up-to-date financial and other
information and significant variances from budgets
are investigated as appropriate. These accounts are
monitored quarterly by Finance Committee;

B An integrated framework to support performance
management is well established and is structured
to link Company wide Strategic Business plans to
operational activity. The tiers within the framework
provide accountability at lead officer, Director,
Committee and ultimately Board Level;

B A quality management system is in place within
the Company complying with ISO 9000:2000 and
14001 Quality Procedures. These are subject to six
monthly independent inspections by Bureau Veritas
Quality International (BVQI) which identified no
areas of non-conformance. The Company held a
valid certificate throughout 2007/08;

B Board Member training has been provided on
control methodologies;

B All significant new initiatives, major commitments
and investment projects are subject to formall
authorisation procedures, through the Board and
Executive Management Team of the Company;

11
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B The Board receives the external auditors report.
Among other things this provides reasonable
assurance that control procedures are in place
and being followed. The internal audit programme
is in place to review, appraise and report upon
the adequacy of internal controls. Any actions
necessary to correct any weaknesses identified by
internal or external audits are incorporated within
the service plan that is agreed by the Board. This is
monitored by the Audit and Scrutiny Committee of
the Board; and

B A full range of insurance including Fidelity

Guarantee has been put in place to safeguard
assets.

12

During the year management has received regular
reports from the Internal Audit Service covering

the effectiveness of the systems of operational and
financial controls. On behalf of the Board, the
Executive Management Team has reviewed the
effectiveness of systems of internal control in existence
for the year ended 31 March 2008. No weaknesses
were found in the internal controls which resulted in
material losses, contingencies or uncertainties which
require disclosure in the financial statements or in the
auditors’ report on the financial statements. The Board
is satisfied that this remains the case up to the signing
of these documents.



independent auditors’ report fo the members of

sandwell homes limited

We have audited the financial statements on pages
14 to 27.

This report is made solely to the Company’s members,
as a body, in accordance with section 235 of the
Companies Act 1985. Our audit work has been
undertaken so that we might state to the Company’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
Company and the Company’s members as a body, for
our audit work, for this report, or for the opinions we
have formed.

Respective responsibilities of Directors

and auditors

The Directors’ responsibilities for preparing the Annual
Report and the financial statements in accordance
with applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted
Accounting Practice) are set out in the Statement of
Directors’ Responsibilities.

Our responsibility is to audit the financial statements
in accordance with relevant legal and regulatory
requirements and International Standards on Auditing
(UK and Ireland).

We report to you our opinion as to whether the
financial statements give a true and fair view and are
properly prepared in accordance with the Companies
Act 1985. We also report to you whether in our opinion
the information given in the Directors’ Report is
consistent with the financial statements.

In addition, we report to you if, in our opinion, the
Company has not kept proper accounting records,

if we have not received all the information and
explanations we require for our audit, or if information
specified by law regarding Directors’ remuneration
and other transactions is not disclosed.

We read the Directors’ Report and consider the

implications for our report if we become aware of any
apparent misstatements within it.
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Basis of audit opinion

We conducted our audit in accordance with
International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the
significant estimates and judgements made by the
Directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate
to the Company’s circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to

obtain all the information and explanations which

we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance

that the financial statements are free from material
misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of
information in the financial statements.

Opinion

In our opinion

— the financial statements give a true and fair view,
in accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of
the Company’s affairs at 31 March 2008 and
of its profit for the year then ended and have
been properly prepared in accordance with the
Companies Act 1985; and

— the information given in the Directors’ Report is
consistent with the financial statements.

Ro ket U{I‘M\a LY SN

BAKER TILLY UK AUDIT LLP
Registered Auditor
Chartered Accountants

St Philips Point

Birmingham

B2 5AF

14 July 2008
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orofit and loss account
FOR THE YEAR TO 31 MARCH 2008

Notes 2008 2007

£'000 £'000
TURNOVER 1 155,935 140,464
Cost of sales (136,073) (128,385)
GROSS PROFIT 19,862 12,079
Administrative expenses (14,413)  (13,507)
OPERATING PROFIT/ (LOSS) 2 5,449 (1,428)
Interest receivable and similar income 3 3,022 1,975
PROFIT ON ORDINARY ACTIVITIES BEFORE TAXATION 8,471 547
Taxation 5
PROFIT ON ORDINARY ACTIVITIES AFTER TAXATION
TRANSFERRED TO RESERVES 13 8,471 547

The operating profit for the year arises from the Company’s continuing operations.

14
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statement of total recognised gains and losses
FOR THE YEAR TO 31 MARCH 2008

Notes 2008 2007

£'000 £'000

Profit for the financial period 8,471 547

Actuarial (losses) /gains 17 (20,030) 8,482
TOTAL RECOGNISED LOSSES AND GAINS RELATING TO

THE YEAR (11,559) 9,029
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balance sheet
31 MARCH 2008

FIXED ASSETS

Intangible fixed assets

Tangible fixed assets

CURRENT ASSETS
Stocks
Debtors

Short term deposits
Cash at bank

CREDITORS: Amounts falling due within one year

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS: Amounts falling due after more than one year

NET ASSETS EXCLUDING PENSION (LIABILITY)/ ASSET

Pension (liability) /asset

NET ASSETS INCLUDING PENSION (LIABILITY)/ ASSET

RESERVES

Profit and loss account

SHAREHOLDERS’ FUNDS

These financial statements were approved by the Board and authorised for issue on 14 July 2008 and are

signed on its behalf by:

Lk N

Len Gibbs Tina Brown-Love
Chair — Sandwell Homes Board Chair = Finance Committee
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Notes

10

11

17

13

14

2008 2007
£000  £000
6,325 6,709

452 630
6,777 7,339
1,498 1,077
6,686 5,698

26,497 24,147

4 4

34,685 30,926

(20,269) (20,661
14,416 10,265
21,093 17,604

(6,241)
21,093 11,363

(20,760) 629

433 11,992

433 11,992

433 11,992
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cash flow staterment
FOR THE YEAR TO 31 MARCH 2008

Net cash inflow from operating activities
Returns on investments and servicing of finance
Capital expenditure and financial investment

INCREASE IN CASH IN THE PERIOD

RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN
NET FUNDS

Increase in cash in the period

NET FUNDS AT 1 APRIL

NET FUNDS AT 31 MARCH
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Notes 2008 2007
£000 £000

15a 1,259 7,452
15b 1,343 934
15b (252) (103)
2,350 8,283

2008 2007

£000 £000

2,350 8,283

24,151 15,868

15¢ 26,501 24,151
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accounting policies

BASIS OF ACCOUNTING

The financial statements have been prepared under
the historical cost convention and in accordance with
accounting standards.

TURNOVER

The turnover shown in the profit and loss account
represents amounts invoiced during the period,
exclusive of Value Added Tax.

The revenue taken to the profit and loss account
reflects the Company’s right to consideration in
exchange for performance.

FIXED ASSETS
All fixed assets are initially recorded at cost.

DEPRECIATION

Depreciation is calculated so as to write off the cost
of an asset, less its estimated residual value, over the
useful economic life of that asset as follows:

Plant and Machinery
Straight line over 7 years

Leasehold improvements
Straight line over 10 years or life of property lease
(whichever shorter)

ICT
Straight line over 3 years

STOCKS

Stocks are valued at the lower of cost and net
realisable value, after making due allowance for
obsolete and slow moving items.

WORK IN PROGRESS

Work in progress is valued on the basis of direct costs
plus attributable overheads based on normal level of
activity. Provision is made for any foreseeable losses
where appropriate. No element of profit is included in
the valuation of work in progress.

18

OPERATING LEASE AGREEMENTS

Rentals applicable to operating leases where substantially
all of the benefits and risks of ownership remain with the

lessor are charged against profits on a straight line basis

over the period of the lease.

PENSION CONTRIBUTIONS

The defined benefit scheme is funded, with the assets

held separately from the Company in a separate

trustee administered fund. Full actuarial valuation, by a
professionally qualified actuary, is obtained at least every
three years, and updated to reflect current conditions at
each balance sheet date. The pension scheme assets are
measured at fair value. The pension scheme liabilities are
measured using the projected unit method and discounted
at the current rate of return on a high quality corporate
bond of equivalent term and currency. A pension scheme
asset is recognised on the balance sheet only to the extent
that the surplus may be recovered by reducing future
contributions or to the extent that the trustees have agreed
a refund from the scheme at the balance sheet date. A
pension scheme liability is recognised to the extent the
Company has a legal or constructive obligation to settle
the liability.

GOODWILL

Goodwill represents the excess of the purchase
consideration compared with the fair value of net assets
acquired.

Goodwill is amortised over 20 years, this being
considered to be the average remaining services lives of
employees who are members of the pension scheme.



notes to the financial statements
FOR THE YEAR TO 31 MARCH 2008

1 TURNOVER
Sales were made wholly within the United Kingdom and derived from the organisation’s
principal activity.

2 OPERATING PROFIT/(LOSS) 2008 2007
£'000 £'000

Operating profit/(loss) is stated after charging:

Amortisation of goodwill 384 383
Depreciation of owned fixed assets 430 471
Auditors’ fees:
On audit services 24 25
On taxation 2 2
For other services 1 3

Operating lease rentals:

Land and buildings 796 877

Plant and machinery 1,435 1,399

3 INTEREST RECEIVABLE AND SIMILAR INCOME 2008 2007
£'000 £'000

Other finance income relating to pension scheme (note 17) 1,679 1,041
Other interest receivable 1,343 934

3,022 1,975

4 EMPLOYEE AND STAFF COSTS 2008 2007
No. No.

The average monthly number of persons employed by the Company
during the period was:

Support services 127 127
Repairs and building services 548 566
Investment 63 55
Facilities management 160 160
Community care 108 104
Housing management 238 252

1,244 1,264
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notes to the financial statements
FOR THE YEAR TO 31 MARCH 2008

4

20

EMPLOYEE AND STAFF COSTS (continued) 2008 2007
£'000 £'000

Wages and salaries 29,942 28,759
Social security costs 2,181 2,120
Other pension costs 3,084 3,005
Modernisation and redundancy costs (4,608) 6,367

30,599 40,251

The remuneration paid to the Directors of the Company (including pension contributions and benefits
in kind) for management services was £Nil. The total of Directors’ pension contributions was £Nil.

TAXATION 2008 2007
£'000 £'000

Current tax:

UK corporation tax on profit for the period - -

Revenue and Customs has granted mutual trading status to the Company. As a result no tax liability
arises on the profit for the year.

INTANGIBLE FIXED ASSETS Goodwill
£'000
Cost:

1 April 2007 and 31 March 2008 7,667

Amortisation:

1 April 2007 958
Charged in the year 384
31 March 2008 1,342

Net book value:
31 March 2008 6,325

31 March 2007 6,709
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