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MOAT HOUSING GROUP LIMITED
STRATEGIC AND DIRE
REPORT
for the year ended 31 March 2020
The Directors present the report and financial statements for Moat Housing Group Limited (MHG) for the
year ended 31 March 2020.
PRINCIPAL ACTIVITIES
MHG is a non-charitable registered provider regulated by the Regulator of Social Housing (RSH). It is a
subsidiary of Moat Homes Limited (MHL) and operates as part of the Moat Group (Moat).
Its primary activities are the construction and sale of homes on the open market. It also has a small
portfolio of three social rented houses.
MHG s subsidiaries, Mariner Facilities Management Limited and Moat Development Limited are both
dormant.
OPERATING REVIEW
During the year ended 31 March 2020, we continued to progress each of our four open market sale
developments, consisting of 98 homes. Each of the four projects are at different stages.
By year end, handover had been taken of 26 homes across two projects. Both projects had been delayed,
mainly due to a combination of planning issues and delays caused by weather. On one project we took
handover of two of the five homes in December and, due to a slow sales market for high value schemes
prompted in part by publicity about a potential Government decision to significantly reduce SDLT, took a
decision to market rent these homes for a year. The 24 homes in the second project were handed over
close to year end. COVID-19 has brought additional uncertainties regarding future sales performance.
Construction on the other two schemes was paused due to COVID-19 but has restarted in the new year
without any expected delays to handovers. Nine homes are due to be handed over during 2020/21.
nues to be to develop open market sales properties, either
independently or working with other developers, and typically as part of mixed tenure developments. As
well as using its reserves and sales proceeds to fund the developments, MHG will borrow from MHL and
source scheme specific development finance.
MARKET REVIEW
The on-going concerns of the impact of a possible no-deal exit from the EU and the longer-term impact
of COVID-19 are being monitored closely. These could impact construction with a possible shortage of
labour and increase in the cost of materials. A further unknown remains how concerns about the future
and about unemployment will impact on the demand for sale-based tenures.
FINANCIAL REVIEW
There was a deficit of £2,602k (2019: deficit of £761k) for the year.
£1,122k (2019: £745k) of interest costs were recognised during the year. These costs arose on
borrowings required to meet development costs and are treated as an expense when they become
due and not as cost of sale when properties are sold.
There is a reduction of £1.5m (2019: £nil) in the net realisable value of housing stock for sale.
This recognises the impact on sales values and higher costs to sell due to market conditions.
During the year, MHG spent £7.7m on land and construction costs on properties for open market
sale. Intercompany borrowings increased to £19.6m (2019: £18.6m) and external funding of
£10.2m (2019: £2.5m) was drawn down.
There were no open market sales in the year (2019: no sales).
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MOAT HOUSING GROUP LIMITED
STRATEGIC AND
for the year ended 31 March 2020

(continued)

There was a surplus of £12k on social housing lettings (2019: £10k).
No (2019: one) Firstbuy loans were redeemed during the year. Two Firstbuy loans remain which
earn interest of £1k (2019: £1k).
Administrative costs of £34k (2019: £32k) cover audit and tax fees.
At 31 March 2020 MHG had revenue reserves of £10.4m (2019: £13.0m).
TREASURY REVIEW
to ensure sufficient liquidity and to reduce our exposure to risk. It is
reviewed by the Finance Committee annually.
Liquidity
Borrowings at 31 March 2020 were £29.8m (2019: £21.2m). MHL provided £19.6m (2019: £18.6m), with
£30.4m of the £50m intercompany facility undrawn. Bank development finance is specific to individual
schemes with £10.2m (2019: £2.5m) drawn for the Raleys Gym and the All Saints schemes, leaving
£2.3m undrawn.
Bank development finance is sourced to cover up to 60% of the funding of suitable schemes. The
remainder of the funding is met through borrowing from MHL, with the £50m intercompany facility
GOING CONCERN
In March 2020 the Board approved the budget for 2020/21 which showed a surplus of £3.3m, including
the sale of 24 homes. Recognising the impact of the COVID-19 crisis, a reforecast for 2020/21, assuming
no sales for the first quarter of 2020/21, delaying six sales into 2021/22 and reviewing sales values
reduced this surplus to £2.3m. Given the uncertainty around the COVID-19 crisis the reforecast was
stress tested by assuming a further 3-month lock-down. Even with this extended impact we are still
predicting a surplus for 2020/21 of £1.8m.
In July the Board reviewed the 30-year long-term financial plan which builds on the COVID-19 reforecast
as the base year and includes detailed stress testing and recovery planning. Stress tests included testing
the sensitivity of the plan to inflation, interest rates, sales values, sales rates and impairment, and to
scenarios combining elements of the foregoing to simulate market disruption that could be caused by
adverse economic events. The plan assumes that in addition to the four current schemes there is an
ongoing annual planning volume of 50 homes. If there is a stress event at any point, MHG can switch
off any future development plans. There is also an option to market rent some of the homes for a period
until the market improves.
commitments will be funded from reserves, borrowing from MHL, scheme specific
external borrowing and sale proceeds.
The £50m intercompany facility from MHL has been approved to 31 July 2021 and
-term plan
assumes continued support to MHG by extending the £50m facility to future years. In considering the
risk of MHL being unable to provide the £50m facility, the Board has also
-year longterm financial plan which incorporates a reforecast of the 2020/21 figures for the impact of COVID-19
and has been stress tested.
plan shows a strong liquidity position and meets banking covenants
throughout, with no reliance on asset sales to pay its interest.
Scheme specific borrowing is repayable at the date of the final sale or within 20 months of the first
-term plan incorporates these repayments, it shows that MHG has
sufficient capacity within the MHL facility.
The Board has concluded that there is a reasonable expectation that MHG has adequate resources to
continue in operational existence for the foreseeable future. It therefore continues to adopt the going
concern basis in the financial statements.
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MOAT HOUSING GROUP LIMITED
(continued)
for the year ended 31 March 2020
LONG TERM VIABILITY STATEMENT
The UK Corporate Governance Code requires the Board to undertake an assessment of the future
prospects of MHG taking account of the current position and the principal risks facing the business. This
assessment was made by the Board using our core business processes, which include:
Long Term Plan (LTP) the Board reviews the LTP each year as part of its strategy review
process. The LTP process includes detailed stress testing which involves flexing a number of the
main assumptions underlying the forecast both individually and together under particular
scenarios.
Risk management as described within the Risks section of this Strategic report, Moat has a
structured approach to the management of risk and the principal risks identified are reviewed
regularly by the Board.
Liquidity
the Board reviews forecast working capital requirements, cash flow, committed
borrowing, and available facilities.
In undertaking this review the Board have used a three-year horizon. There is a high level of certainty
over the first year due to the preparation and approval of detailed budgets, supported by reforecasts.
Whilst we plan development spend and required facilities over a longer period than three years, the
selected period ensures that MHG is viable beyond our usual development commitment timeframe.
POST YEAR END EVENTS
The impact of COVID-19 has been discussed throughout these financial statements. There have been
no other events post 31 March 2020 which require disclosure.
VALUE FOR MONEY (VfM)
in conjunction with Moat, brings together a number of
supporting strategies to ensure
Standard. It ensures a coherent and co-ordinated approach with VfM a key strand across the full range
of its business activities, including:
Strategic planning

sets out our strategic ambition and how it can best be achieved.

Monthly key performance indicators monitor our performance against targets, enabling effective
decision making.
Budget and long-term plan to establish financial risk appetite and to set the boundaries for
investment.
Investment appraisals for all development activities are approved and monitored by the Capital
Projects Committee and the Board.
Asset management we have a 30-year plan for works to maintain the quality of our existing
homes. We carried out a benchmarking review of our asset management costs and asset lives
during the year, updating the long-term plan.
Procurement - we involve the Procurement Team in all tender activity with the aim of securing
improved VfM while protecting the quality of our services and maintaining compliance with
legislation.
Change management process for on-going improvements, e.g. digital and system
developments, structure changes.
Social value

we consider the social value impact as well as financial in our decision making.
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(continued)
for the year ended 31 March 2020
MHG provides a minimal amount of social housing, with only 3 social rented properties, and is not
currently developing new social homes as this activity is carried out by MHL.

VfM metrics
Operating margin (social housing lettings only) %
Headline social housing cost per unit (HSHC) £

Actual
2019-20

Target
2019-20

Actual
2018-19

59%
£562

50%
£1,000

51%
£820

The operating margin on social housing lettings at 59% compares favourably with the rest of Moat which
has a margin of 40%. The 59% for 2019/20 places MHG in the top quartile in comparison with the global
accounts metrics released by the Regulator of Social Housing.
The headline social housing cost per unit is lower than 2018/19. The low spend on the three houses is
in line with the age of the properties.
GOVERNANCE
The Board is MHG
Independent non-executive directors, appointed through a competitive process supported by an
external recruitment agency; and
the Chief Executive and two executive directors.
The Chair, Ian Lindsay, joined MHG
September 2014. He is currently a partner at Aspire CP
a property consultancy specialising in strategic land acquisition and development management. Prior
Network Rail taking forward commercial re-developments of the main London and regional stations. Ian
is a chartered surveyor.
The Board is responsible for setting
strategic direction and maintains oversight of the
performance of MHG and the work of the Ex
(RSH) co-regulatory approach, the Board is also responsible for ensuring that MHG uses its resources
effectively and complies with its regulatory requirements.
The Board has delegated some of its functions and detailed work on assurance to Moat committees
and delegated the delivery of the strategy and operations to the Chief Executive. The committees each
have a group wide remit with clear terms of reference. Full reports on the work of the Audit Committee
and the Governance and Nominations Committee can be found from page 13.
Audit Committee
The role of the Audit Committee is to monitor the integrity of accounts, review the effectiveness of
internal control systems including management, operational, and financial controls, and to monitor
and work of both the internal and external auditors and has a direct and regular line of communication
with them.
Finance Committee
The role of the Finance Committee is to monitor financial and development capital commitments. The
committee also ensures that Moat adopts sound treasury management, borrowing, and investment
policies and strategies.
Customer and Communities Committee
customers is managed together with digital initiatives to improve services.
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(continued)
for the year ended 31 March 2020
Governance and Nominations Committee
The Governance and Nominations Committee oversees the appointment process for independent
directors and makes recommendations for appointment to the Board. It also keeps our governance
arrangements under review.
Remuneration Committee
The Remuneration Committee is responsible for reviewing the remuneration of the Chief Executive, the
Executive Team, senior management, and non-executive directors.
The membership of the Board and Committees is shown on pages 2 and 3.
Code of Governance
In line with good governance and the requirements of the regulatory standards, we have adopted the UK
Corporate Governance Code. We keep our compliance with the code under regular review and have
identified the following areas that are not applicable to MHG as a registered provider and Registered
Society under the Co-operative and Community Benefit Societies Act 2014:
Code Principle/Provision
Principle D, provision 3 - regular
engagement with major shareholders
Principle D, provision 4
consultation
with shareholders following 20% or more
votes cast against the Board
Principle K, provision 18 - all directors
should be subject to annual re-election

Explanation
MHG has no major shareholders. All shareholders have an
equal, nominal share of £1.
All shareholders have an equal, nominal share of £1.

Independent non-executive directors are reappointed for
three-year terms up to a maximum of six years in line with
NHF model rules.
Principle N, provision 30 going concern MHG is not required to produce half-yearly statements.
and annual and half-yearly financial
statements
Principle Q, provision 36 - Remuneration MHG does not have shareholdings by executive directors.
schemes should promote long-term
shareholdings by executive directors
MHG can confirm that it is compliant with the remaining provisions of the Code in as far as they can be
reasonably applied to a registered provider and Registered Society.
Governance review
In line with good governance and best practice, Moat undertakes an external review of its governance
arrangements every three years. Following a competitive quote exercise, Campbell Tickell were
appointed to undertake a governance review, beginning in November 2019 and completing in March
2020.
The review consisted of a Board and Executive survey, individual Board member interviews, detailed
document review and Board and Committee observation.
Overall, the review found that governance functioned well at Moat and offered an excellent foundation
to build on and we welcomed the findings on how we could continue to improve our governance
arrangements.
Moat has approved an action plan to implement recommendations which will be monitored by the
Governance and Nominations Committee. The changes are expected to be implemented within
2020/21.
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(continued)
for the year ended 31 March 2020
Regulatory Compliance
Regulator of Social Housing (RSH)
As a registered provider of social housing, we have a duty to comply with the regulatory regime set out
by the RSH. The Moat group, of which MHG is a member, had a governance and viability rating at the
end of the 2019/20 financial year of G1/V1.
In May 2019,
governance rating was returned to G1 following an in-depth assessment in March
of the same year. Moat had been downgraded in late 2018 following reactive engagement with the RSH
in which they concluded the MHL Board did not have sufficient oversight of, or assurance on, the disposal
in MHL of some social housing units outside of the sector.
Our learning from the resulting action plan has now been fully embedded into our governance processes.
In the spirit of continuous improvement, the Board commissioned an external governance review. The
detail of the review and the outcomes were discussed on page 8.
One of the changes made during the financial year was to increase our review of compliance against the
regulatory standards to quarterly, including this as part of our systematic control review. This ensured
that any changes in requirements or assurance were identified and evidenced in preparation for the
annual review.
We can confirm that we have undertaken the annual assessment of our compliance with the regulatory
standards and are fully compliant in all material respects.
Financial Conduct Authority (FCA)
In order to deliver some of our services we are required to be authorised by the Financial Conduct
Authority (FCA). In December 2019 the FCA extended the Senior Managers and Certification Regime
(SM&CR) to firms outside of the banking and insurance sector, including housing associations. The
SM&CR aims to create a culture across organisations where individuals take accountability for their own
actions and competence in the delivery of various types of financial services. We can confirm that Moat
had the required arrangements in place for the new regime as at the deadline of 9 December 2019.
RISKS
Risk is inherent in our business activities, the delivery of our operations and the decisions we make in
the pursuit of our mission to end housing need.
The Board is ultimately responsible for agreeing the nature and extent of the risks that we are willing
and able to take as a business. The Board has delegated to the Audit Committee responsibility for
ensuring that risk is effectively managed through our governance structure in line with its risk appetite.
All staff should be aware of risks in their area of responsibility and manage them during their work.
Our approach to risk management is defined in our Risk Strategy and Management Framework. This is
updated and reviewed annually by the Audit Committee to ensure that it reflects best practice. The
strategic risk register format was updated and approved by the Audit Committee at the end of 2019.
Risks that have the potential to impact across the whole business are managed as strategic risks. These
are kept under review by the executive directors and discussed at the monthly Executive Team meeting.
The strategic risk register is also reviewed by the Audit Committee at each of its four meetings and by
the Board twice a year.
Operational risks, which have a more limited potential impact, are managed by the Senior Leadership
Team and reviewed quarterly by the Executive Team as part of the systematic control review.
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MOAT HOUSING GROUP LIMITED
(continued)
for the year ended 31 March 2020
COVID-19
The COVID-19 pandemic is a crisis facing the entire global community. The UK went into lockdown on
23 March 2020, with social distancing measures in place prior to this. Whilst most of the impact,
response and recovery from COVID-19 takes place outside of this reporting period, we acted
immediately to comply with government regulations and implemented daily operations and Executive
Team meetings and a change process to record amendments to policies, processes and controls in our
work.
Delivering our work in the context of COVID-19 and recovering from the pandemic will be a focus for the
forthcoming financial year and the risks associated with this will need to be considered both at an
operational and strategic level.
Strategic Risks
The risks with the highest risk ratings for MHG are noted below together with mitigating actions:
The impact of no deal Brexit on Moat as with most businesses and organisations across the UK, MHG
has very little or no ability to influence the preparations for Brexit. This means that the actions we can
take to mitigate the risks are limited. Our business is aimed within the UK, and any impact is likely to
arise from any wider effect on the economy. In preparation, we have undertaken the Bank of England
stress test which assumes a worst-case scenario economically and are satisfied that we could survive
should this become a reality. We continue to monitor developments and respond accordingly.
Exposure to falling house prices
This risk is mitigated by taking a conservative approach to valuations in investment appraisals. Values
are updated every three months to ensure we have a clear view on our exposure on all projects in
contract. Data on all potential sales for the year is kept under continual review including the likely
surplus/deficit on sales for all homes to be sold in the year. COVID-19 restrictions have implications
regarding obtaining valuations, lack of sales during lockdown, and additional uncertainties regarding
future sales performance and we are monitoring the situation closely. At 31 March 2020 we have reduced
the net realisable value of two schemes based on evidence that the COVID-19 outbreak has resulted in
a reduction in the values of these schemes as at the year end.
The Board has agreed a £70m development capacity ceiling for open market sale activity, with all
projects approved by the MHG Board.
Assessment of the effectiveness of internal controls
The Board has overall responsibility for establishing and maintaining the whole system of internal control
for MHG
extends over matters covering strategic, operational, financial, and compliance issues. The Board
delegates the review of the effectivenes
environment to the Audit Committee, receiving an annual report.
The Board recognises that no system of internal control can provide absolute assurance or eliminate all
risk. The system of internal control is designed to manage, rather than eliminate, the risk of failure to
achieve business objectives; and to provide reasonable, but not absolute, assurance against material
misstatement or loss. It also exists to give reasonable assurance about the preparation and reliability of
financial information and the safeguarding of MHG
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 in line with the Risk Strategy
and Management Framework.
Strategic risks are reviewed by the Audit Committee and the Board. Operational risks are reviewed by
the Senior Leadership Team and the Executive Team.
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for the year ended 31 March 2020
The Board continues to believe that outsourced provision of the internal audit function best supports an
independent and detailed review of key procedures and controls across the business. The Audit
Committee oversees the appointment of the internal auditors and agrees the annual audit plan, which
is risk based, in advance. The internal auditors present their reports at each Committee meeting.
There are clear lines of authority, responsibility and accountability throughout Moat including:
a Code of Conduct for Employees
Terms of reference for the Board and Committees
a framework of policies and procedures which cover fraud prevention and detection, whistleblowing, health and safety, data and asset protection, financial delegated authorities, segregation
of duties, accounting, and treasury management
key performance indicators, operational and financial, are monitored by Committees and the
Board
The Board have reviewed the system of internal controls for the year ended 31 March 2020 and have
received sufficient assurance on the adequacy of controls in the year under review. There has been no
major breach within the year and up to the date of signing the financial statements that requires
disclosure.
STATEMENT OF CONFIRMATION
The Directors
performance, business model and strategy.
STATEMENTS OF COMPLIANCE
The Directors confirm that the Strategic report follows the principles set out in the Statement of
Recommended Practice, Accounting by Registered Social Housing Providers Update 2018 (SORP).
The Directors confirm that they have
Governance and Financial Viability Standard at least once in the year and that MHG is compliant.
SLAVERY AND HUMAN TRAFFICKING
MHG is fully committed to combatting slavery and human trafficking
and mitigate risk during procurement it has implemented and enforces effective systems and controls.
-line at www.moat.co.uk
EMPLOYEES
MHG has no employees (2019: no employees).
HEALTH AND SAFETY
The Directors are aware of their responsibilities on all matters relating to health and safety. Moat has
prepared detailed health and safety policies and provided staff training and education.
SHARE CAPITAL
Changes in share capital are shown in note 19 of the financial statements.
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(continued)
for the year ended 31 March 2020

The Directors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable law and regulations.
Co-operative and Community Benefit Society law requires the Directors to prepare financial statements
for each financial year. Under those regulations the Directors have elected to prepare the financial
statements in accordance with UK Accounting Standards, including FRS 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland. The financial statements are required by law to
give a true and fair view of the affairs of MHG and of its surplus or deficit for that year.
In preparing these financial statements, the Directors are required to:
select suitable accounting policies and apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards and the Statement of Recommended Practice
have been followed, subject to any material departures disclosed and explained in the financial
statements; and
prepare the financial statements on the going concern basis, unless it is inappropriate to presume
that MHG will continue in business.
The Directors are responsible for keeping proper books of account that disclose with reasonable
accuracy at any time the financial position of MHG and enable them to ensure that the financial
statements comply 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. They have general responsibility for taking such steps as are reasonably open to them to safeguard
the assets of MHG and to prevent and detect fraud and other irregularities.
The Directors are responsible for the maintenance and integrity of the corporate and financial information
included on MHG
financial statements may differ from legislation in other jurisdictions.
DISCLOSURE OF INFORMATION TO THE AUDITOR
The D
Director has taken all the steps that they ought to have taken as a Director to make themselves aware

AUDITOR
A resolution to re-appoint BDO LLP as external auditor shall be proposed at the annual general meeting.

Approved by the Board and signed on its behalf by:

Ian Lindsay
Chair
30 July 2020
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MOAT HOUSING GROUP LIMITED
REPORT OF THE AUDIT COMMITTEE
for the year ended 31 March 2020
ROLE
The Audit Committee (the Committee) reviews the effectiveness of Moat internal control and risk
management environment and oversees the appointment of the internal and external auditors as well
as working closely with them. This responsibility covers all group companies including MHG.
The Board has delegated this responsibility to the Committee to ensure that these matters can receive
the detailed oversight and challenge they require. The Committee operates in line with its terms of
reference which are reviewed annually to ensure they remain fit for purpose and reflect best practice.
management and internal control having itself been assured through:
the work of the Executive Team and Senior Management as set out by the cycle of business
considering regular reports on risk management and internal control
directing the work of our internal and external auditors and reviewing the findings and
recommendations from their work.
Composition
The membership of the Committee is made up of three independent non-executive directors, one of
whom is the chair. Details of Committee members and their attendance can be found on page 3.
In order to facilitate its work, the Committee invited the following individuals to its meetings throughout
the year:
Chief Executive
Executive Director of Finance and Corporate Services
Executive Director of Governance and Compliance, and Company Secretary
Director of Accounting Services
Director of Information Systems
Head of Health, Safety and Facilities Management
Head of Technical and Building Safety
Internal and External Audit representatives (PwC and BDO LLP respectively)
Other Moat colleagues as required on occasion
2019/20 meetings
Th
to the routine cycle of business, was on improvements to systems and processes for risk management
and internal control:
Health and Safety reporting throughout the year the Committee received an evolving report format for
health and safety matters. The report has moved from a wholly narrative based report, to a report that
is now focussed on Key Performance Indicators (KPIs) with exception reporting highlighting issues and
explanations of how they have or will be remedied. The report covers the KPIs for the key risk areas of
fire, legionella, asbestos, gas, electrical and lifts (FLAGEL), as well as providing management
information on safety in the workplace, such as incidents and accidents and mandatory training
compliance, and the findings from the health and safety audit programme. The report continues to be
developed with the next phase looking to add assurance on fire remediation in blocks that we do not
own or manage and to automate data collection for the report wherever possible.
Risk Management Framework at its November meeting, the Committee approved a revised Risk
Management Framework and Guide. The main change was an update to the format of the strategic risk
register to align with best practice and address some informal feedback from the Regulator of Social
Housing (RSH). Following feedback from the Committee the template was further adapted to present a
detailed risk per page view as well as a summary register highlighting key changes. The Committee also
agreed a new assurance map procedure which would map the assurance underpinning the strategic
risk register and key control areas, such as data protection. The risk framework is kept under review
and is presented formally to the Committee each year.
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MOAT HOUSING GROUP LIMITED
REPORT OF THE AUDIT COMMITTEE (continued)
for the year ended 31 March 2020
The routine items considered by the Committee at each meeting and annually were as follows:
Agenda Item
Assets and Liabilities Policy
and Register

Frequency
Annually

Benefits and Payments
Register
Cyber security update

Each meeting

Data Protection

Each meeting

Fraud, Whistleblowing and
Money Laundering monitoring

Each meeting

Health and Safety report

Each meeting

Insurance renewal

Annually

Internal Audit Report

Each meeting

Key policy reviews

Annually

Work Programme

Each meeting

Content
Review of the policy and process for meeting
the Governance and Viability Standard to
maintain a thorough, accurate and up to date
record of their assets and liabilities
Review of the register for individuals and
organisations with links to Moat
Update on the external environment and our
work to maintain safe and secure systems
Report on any data protection issues and
updates on any work to improve or maintain
compliance with legislation
Report of any suspected fraudulent or money
laundering activity and monitors open cases.
Report of any disclosures made under
whistleblowing arrangements
Report covering KPI performance for FLAGEL
key risk areas, health and safety audit findings
and other relevant management information
Review of the terms of renewal and receiving
assurance that adequate insurance is in place

Each meeting

activities
Review of each audit report, the management
response and follow up of the implementation
of recommendations
Review of policies central to managing key
risks and controls, such as Anti-Fraud, Tax
Evasion and Bribery Policy and
Whistleblowing Policy
-month
work programme

Committee evaluation
The Committee conducts an annual evaluation of its own effectiveness and makes a report to the Board.
This includes a:
survey of the committee members on
narrative report of how the Committee has met its terms of reference
One of the improvements we will be introducing is a more formal annual review of effectiveness which will be
reported on next financial year.

Internal Audit
Price Waterhouse Cooper (PwC) continued to provide our internal audit service. PwC were reappointed
by the Committee in January 2019 for a further two years.
The internal audit plan is agreed in advance by the Committee and is risk based. The plan remains
under review in case emerging issues require attention. A new process for developing and approving
the plan was agreed by the Committee and was used in January 2020 to develop the audit plan for
2020/21. This involved the earlier engagement with the wider Executive Team, Moat chair and chair of
the Committee to ensure that wide consideration was given to the most significant risk areas.
The Committee considers the performance of our internal audit partner annually. This year the
wC. There was a short period
of service disruption caused by the absence of a key member the team, however, the Committee was
satisfied with the assurances it received about the ongoing service provision.
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MOAT HOUSING GROUP LIMITED
REPORT OF THE AUDIT COMMITTEE (continued)
for the year ended 31 March 2020
Internal Audit issued five assurance reports and one advisory report in year:
Business Area
Complaints Management
Senior Leadership Quarterly Sign Off
Sales of affordable housing
Key Financial Controls
Health and Safety - Fire
Housing Management System Go
Live Readiness

Critical

Report Risk Classification
High
Medium
Low

Advisory

The internal audit reports provide a summary of the weaknesses identified in the controls and highlights
good practice that was evidenced. This means that, as well as using the internal audit findings to improve
processes for internal control by implementing recommendations highlighted, we can also look across
the business to see if other areas could benefit from adopting the good practice identified.
There were no high-risk reports in this financial year, compared to two in 2018/19. However, the number
of recommendations made across the low, medium and high-risk ratings did increase when compared
to the previous year. PwC reviewed a number of areas for the first time and as such this trend was
expected by them.
Although the Health and Safety Fire report was rated medium, the Committee reviewed the findings
in detail given the potential risk involved with the management of our fire risk assessment (FRA) process.
The Housing Management System go-live readiness advisory report included three high risk
recommendations. These related to project scope, reliability of the go-live date and clarity on impact
assessments. However, these were noted as being complete in Pw
-up work and were
subsequently all low risk rated.
In their annual report, Pw
across six reviews. Based on the work completed, we believe that these are isolated to specific systems
and processes, and when taken in aggregate, are not considered pervasive to the system of internal
PwC has undertaken a follow-up review to assess prior recommendations due to be implemented within
the financial year. The Committee has been kept up to date on progress throughout the year via
management reporting led by the Risk and Assurance Manager. The majority of recommendations have
been evidenced as implemented and the small number which either require further work or have had
timescales extended have been approved by the Committee.
External Audit
BDO LLP was appointed as our External Auditors in 2016 and were reappointed for the 2019/20 financial
statements at the annual general meeting. The fee for the audit was approved by the Committee when
it approved the External Audit plan in January 2020.
At the July 2020 meeting, the Committee reviewed and discussed together with management and BDO
the two key audit matters identified by BDO as being the most significant risks in terms of material
misstatement. These were:
Going concern
the impact of COVID-19 has been considered in the assessment of the
appropriateness of adopting the going concern basis in preparing the financial statements. The
Going Concern statement on page 5 details the additional work carried out to provide assurance
that the going concern basis is appropriate.
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MOAT HOUSING GROUP LIMITED
REPORT OF THE AUDIT COMMITTEE (continued)
for the year ended 31 March 2020
Net realisable value of property developed for sale this is a strategic risk identified in the strategic
risk register and reviewed at each Committee meeting, see pages 9 and 10. This risk has been
complicated further with the current uncertainty relating to COVID-19. Note 2 on page 31
discusses the critical judgements used in carrying out the impairment review which resulted in a
£1.5m reduction in net realisable value.
For both areas the Committee considered the key facts and judgements outlined by management, who
answered any queries or challenges posed by the Committee. The Committee also reviewed a paper
detailing going concern and impairment work carried out. The issues were also discussed with BDO and
further information can be found in their report on pages 18 to 23. The Committee was satisfied that
there are relevant accounting policies in place in relation to these significant issues and management
have correctly applied these policies.
The Committee also reviewed a report on the annual board assurances in the financial statements,
detailing the assurances given and the work performed to ensure compliance. The Committee was
satisfied that these assurances could be given.
The Committee noted that BDO LLP had not undertaken any non-audit services.
Summary and Conclusion
Through the delivery of its work, in line with its terms of reference, the Committee has reviewed the
sources of assurance available to it and the Board on the adequacy, extent and effectiveness of the
internal systems of control and arrangements for risk management operated within the organisation.
The Committee has concluded that sufficient reviews of these controls and arrangements are in place
and notes that they are designed to manage the risk to delivering business objectives and provide
reasonable rather than absolute assurance against material misstatement or loss.
The Committee is satisfied that its own report and that of Internal and External Auditors have addressed
the requirements of its terms of reference and that this is supported by sufficient evidence to provide
reasonable assurance to the Board on the adequacy and operation of the internal control and risk
management framework.

Gerard McCormack
Audit Committee Chair
30 July 2020
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MOAT HOUSING GROUP LIMITED
REPORT OF THE GOVERNANCE AND NOMINATIONS COMMITTEE
for the year ended 31 March 2020
Role
The Governance and Nominations Committee (the Committee) oversees the appointment process for
independent directors for Moat and makes recommendations for appointment to the Board.
Composition
The membership of the Committee is made up of three independent non-executive directors, one of
whom is the chair. Details of Committee members and their attendance can be found on page 3.
In order to facilitate its work, the Committee invited the following individuals to its meetings throughout
the year:
Chief Executive
Executive Director of Governance and Compliance, and Company Secretary
Head of HR Services
2019/20 Work Programme
No appointments were made in the 2019/20 financial year.
As part of
governance review by Campbell Tickell (see page 8), a separate Board appointment
review was undertaken. This looked at the skills audit previously undertaken by the Committee and
compared it to the outcome of the survey and interviews with Board members and the Executive. The
requirements for future candidates were also prioritised, taking into consideration the need to succession
plan for committee membership and specific roles.

Steve White
Governance and Nominations Committee Chair
30 July 2020
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REPORT OF THE INDEPENDENT AUDITOR TO THE MEMBERS OF MOAT
HOUSING GROUP LIMITED
Opinion
ended 31 March 2020 which comprise the Statement of Comprehensive Income, the Statement of
Financial Position, the Statement of Changes in Equity and 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 Financial
Reporting Standard 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:
as at 31 March 2020 and of the
deficit for the year then ended
have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and
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 (
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
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 principal risks, going concern and viability statement
We have nothing to report in respect of the following information in the annual report, in relation to which
the ISAs (UK) require us to report to you whether we have anything material to add or draw attention to:
the disclosures in the annual report set out on pages 9 and 10 that describe the principal risks and
explain how they are being managed or mitigated, or
9 in the annual report that they have carried out a robust
assessment of the principal risks facing the Association, including those that would threaten its
business model, future performance, solvency or liquidity, or
5 in the financial statements about whether the directors
considered it appropriate to adopt the going concern basis of accounting in preparing the financial
lity
to continue to do so over a period of at least twelve months from the date of approval of the
financial statements, or
Corporate Governance Code is materially inconsistent with our knowledge obtained in the audit,
or
6 in the annual report as to how they have assessed the
prospects of the Association, over what period they have done so and why they consider that
period to be appropriate, and their statement as to whether they have a reasonable expectation
that the association will be able to continue in operation and meet its liabilities as they fall due over
the period of their assessment, including any related disclosures drawing attention to any
necessary qualifications or assumptions.
Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current period and include the most significant assessed risks of
material misstatement (whether or not due to fraud) we identified, including those which had the greatest
effect on: the overall audit strategy, the allocation of resources in the audit; and directing the efforts of
the engagement team. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.
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REPORT OF THE INDEPENDENT AUDITOR TO THE MEMBERS OF MOAT
HOUSING GROUP LIMITED (continued)
Key audit matter

Our response to the key audit matter

Going Concern
As disclosed in note 1, following
the outbreak of COVID-19, and
the resultant impact on the overall
economy, the directors have
considered the appropriateness of
the going concern basis of
preparation for the Association. In
making
this
assessment
management has also considered
the
going
concern
basis
preparation for the group with the
continued availability of the
A
facility from Moat Homes Limited
dependent
on
the
wider
performance of the group.
going concern involves a number
of
subjective
judgements,
including activities which have
been impacted by the current
COVID-19 pandemic. We have
therefore spent significant audit
effort
in
assessing
the
appropriateness
of
the
assumptions involved and to
ensure the adequacy of the
disclosure in the accounting policy
in relation to the steps undertaken
by the board to gain assurance
that there is not a material
uncertainty around the adoption of
the going concern basis of
preparing
the
financial
statements. Net realisable value
of properties developed for sale
was therefore a key audit matter.

Our audit response involved the following:
Assessment of the internal forecasting process to
confirm the projections are prepared by appropriate
personnel that are aware of the detailed figures in the
forecast but also to have a high level understanding of
the Association
customer base, and the potential impact that COVID-19
might have on these projections.
Validated direct communication by the Board of Moat
Homes Limited to the Board of the Association as to the
ongoing availability of the intercompany facility until at
least 31 July 2021.
Consideration of the forecasts prepared by management
and challenge of the key assumptions based on our
knowledge of the business.
Performed a range of sensitivities to stress test the
potential headroom of the intercompany facility
throughout the period to 31 March 2022. Sensitivities
included a 20% reduction in future property sales prices,
a 10% rise in development costs, a six month delay in
property sales and a 2% rise in interest costs. A further
scenario combining all sensitivities was also performed.
Sufficient financial liquidity remained in each scenario
through to at least March 2022.
Given the nature of the commercial relationship with other
group entities, notably Moat Homes Limited, our response has
also specifically considered the following relating to the group:
Consideration of the financial position of the group,
including compliance with financial covenant calculations
through to March 2022 and the availability of financing
facilities, including repayment terms, through to March
2022.
Consideration of the appropriateness of scenarios
modelled by management, their assumptions applied in
relation to COVID-19 and outcomes from both single and
multi-variable events.
We considered the adequacy of the disclosures in the financial
statements against the requirements of the accounting
standards.
Key observations:
Our key observations are set out in the conclusions related to
going concern section of our audit report.
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Key audit matter

Our response to the key audit matter

Net realisable value of properties
developed for sale
As explained in the accounting
policies, properties developed for
sale are measured at the lower of
cost and net realisable value
resulting in an amount recognised
in the balance sheet of £40.4m.
For properties in development at
the balance sheet date, an
assessment is needed of an
anticipated selling price and a
determination of the expected
costs to complete.
As a result of these assessments,
management has recognised a
write down of £1.5m.
Due to the volume of properties
under construction and the level of
judgement involved in estimating
both selling price and costs to
complete, assessments which are
further complicated with the
current uncertainty relating to the
COVID-19
outbreak,
we
considered there to be a
significant risk that the carrying
amount of properties developed
for sale is misstated and was
therefore a key audit matter.

realisable value of properties developed for sale, we tested all
four schemes under construction at the year-end. One scheme
was complete at the year-end and a second scheme contains a
small number of completed properties with the remainder of the
scheme still under construction. One scheme represents a land
bank site.
For a sample of completed properties, we agreed the amounts
involved to supporting documentation where the property was
sold post year-end. Where the property was not yet sold we
obtained third-party housing market information to confirm that
properties were held at the lower of cost and net realisable
value.
For a sample of properties under development, we obtained
details of the expected costs to complete from the scheme
budget for that development and agreed the budgeted
contracted cost of the development to the latest contract
documentation. We examined supporting documentation for
anticipated sales proceeds and we compared the incurred
expenditure to the balance sheet date to the estimated amount
at that date.
We also assessed the accuracy of cost forecasting by looking
at outturn costs compared to budget on a sample of schemes
that were completed in the year by the Group.
Sensitivity analysis was performed to determine the point at
which a rise in costs to complete would result in a material
misstatement. When determining sensitivities, consideration
was given to a range of uncertainties, including COVID-19, and
the possibility of these outcomes occurring.
We also
considered other current factors including the status of its
construction, contractual arrangements and testing undertaken
to validate the accuracy of costs to complete.
Key observations
Based on the evidence obtained we did not identify any
indications that the assessments of the recoverable amount
made by management were inappropriate.

Our application of materiality
We apply the concept of materiality both in planning and performing our audit, and in evaluating the effect
of misstatements. We consider materiality to be the magnitude by which misstatements, including
omissions, could influence the economic decisions of reasonable users that are taken on the basis of
the financial statements. Importantly, misstatements below these levels will not necessarily be evaluated
as immaterial as we also take into account the nature of identified misstatements, and the particular
circumstances of their occurrence, when evaluating their effect on the financial statements as a whole.
We determined materiality for the financial statements as a whole to be £820,000 (2019 - £700,000),
which approximates to 2% (2019 2%) of total assets. We consider total assets to be a key indicator for
members of the Association in assessing the financial performance of the Association, which did not
commence property sales during the year.
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Performance materiality is the application of materiality at the individual account or balance level set at
an amount to reduce to an appropriately low level the probability that the aggregate of uncorrected and
undetected misstatements exceeds materiality for the financial statements as a whole. Performance
materiality was set at 73% (2019 73%) of materiality. In setting the level of performance materiality we
considered a number of factors including the expected total value of known and likely misstatements
We agreed with the Audit Committee that we would report to the committee all individual audit differences
in excess of £5,000. We also agreed to report differences below this threshold that, in our view, warranted
reporting on qualitative grounds.
An overview of the scope of our audit
We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion
on the financial statements as a whole, taking into account the geographic structure of the Association,
the accounting processes and controls, and the industry in which the Association operates.
Extent to which the audit is capable of detecting irregularities
The extent to which the audit is capable of detecting irregularities is affected by the inherent difficulty in
ng and extent of the
audit procedures performed. Irregularities that result from fraud might be inherently more difficult to
detect than irregularities that result from error.
As part of the audit we gained an understanding of the legal and regulatory framework applicable to the
Association and the industry in which it operates and considered the risk of acts by the Association that
compliance with laws and regulations that have a direct impact on the financial statements such as the
Co-operative and Community Benefit Societies Act 2014 (and related Directions and regulations), the
Housing and Regeneration Act 2008 and other laws and regulations applicable to a registered social
housing provider in England. We also considered the risks of non-compliance with the other requirements
imposed by the Regulator of Social Housing, and we considered the extent to which non-compliance
might have a material effect on the Association financial statements
We designed audit procedures at Association and significant component level to respond to the risk,
recognising that the risk of not detecting a material misstatement due to fraud is higher than the risk of
not detecting one resulting from error, as fraud may involve deliberate concealment by, for example,
forgery or intentional misrepresentations, or through collusion.
Our tests included agreeing the financial statement disclosures to underlying supporting documentation,
enquiries of the board and of management and enquiries of third parties, where information from that
third party has been used by the Association in the preparation of the financial statements.
There are inherent limitations in the audit procedures described above and, the further removed noncompliance with laws and regulations is from the events and transactions reflected in the financial
statements, the less likely we would become aware of it. We did not identify any key audit matters relating
to irregularities, including fraud. As in all of our audits, we also addressed the risk of management
override of internal controls, including testing journals and evaluating whether there was evidence of bias
by the Board that represented a risk of material misstatement due to fraud.
Other information
The board are responsible for the other information. Other information comprises the information
included in the annual report,
opinion on the financial statements does not cover the other information and 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.
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We have nothing to report in this regard.
In this context, we also have nothing to report in relation to our responsibility to specifically address the
following items in the other information. We would be required to report, as uncorrected material
misstatements of the other information, where we conclude that those items meet the following
conditions:
Fair, balanced and understandable set out on page 11 the statement given by the board that
they consider the annual report and financial statements taken as a whole is fair, balanced and
understandable and provides the information necessary for members t
performance, business model and strategy, is materially inconsistent with our knowledge obtained
in the audit, or
Audit committee reporting set out on pages 13 to 16 - the section describing the work of the
audit committee does not appropriately address matters communicated by us to the audit
committee, or
page 11
UK
Corporate Governance Code do not properly disclose a departure from a relevant provision of the
UK Corporate Governance Code.
Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where we are required by the Co-operative
and Community Benefit Societies Act 2014 or the Housing and Regeneration Act 2008 to report to you
if, in our opinion:
the information given in the Report of the Board for the financial year for which the financial
statements are prepared is not consistent with the financial statements, or
adequate accounting records have not been kept by the Association, or
a satisfactory system of control has not been maintained over transactions, or
the Association financial statements are not in agreement with the accounting records and returns,
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 responsibilities of the board, 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 control as the board members determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
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 intend to liquidate the Association or to cease
operations, or have no realistic alternative but to do so.
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
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
: www.frc.org.uk/auditorsresponsibilities. This description forms
part of our
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Other matters
Following the recommendation of the audit committee, we were appointed by the board on 20 January
2017 to audit the financial statements for the year ending 31 March 2017 and subsequent financial
periods. The period of total uninterrupted engagement is four years, covering the years ending 31 March
2017 to 31 March 2020.
The nonand we remain independent of the Association in conducting our audit.

Association

Our audit opinion is consistent with the additional report to the audit committee.
Use of our report
This report is made solely to the members of the Association, as a body, in accordance with the Housing
and Regeneration Act 2008 and the Co-operative and Community Benefit Societies Act 2014. Our audit
work has been undertaken so
by law, we do not accept or assume responsibility to anyone other than the Association and the members
as a body, for our audit work, for this report, or for the opinions we have formed.

Philip Cliftlands, Senior Statutory Auditor
For and on behalf of BDO LLP
London
Date

BDO LLP is a limited liability partnership registered in England and Wales (with registered number
OC305127).
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MOAT HOUSING GROUP LIMITED
STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 March 2020

Notes

2020
£000

2019
£000

Turnover

3

65

34

Operating costs

3

Gain on redemptions

3

Operating deficit

3

Interest receivable

5

Interest payable

6

(1,122)

(745)

Deficit before taxation

7

(2,602)

(761)

Taxation

8

(1,546)
(1,481)
1

-

(59)
9
(16)
-

-

Deficit for the year

(2,602)

(761)

Total comprehensive income for the year

(2,602)

(761)

All amounts relate to continuing activities.
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MOAT HOUSING GROUP LIMITED
STATEMENT OF FINANCIAL POSITION
as at 31 March 2020

Tangible fixed assets
Housing properties
Less: depreciation

Notes

2020
£000

2019
£000

10
10
10

473
(46)
427

473
(40)
433

50

50

477

483

Investments
Firstbuy loans

Current Assets
Housing stock for sale
Debtors
Cash at bank and in hand

12
13

40,372
268
49
40,689

34,208
335
32
34,575

Creditors - amounts falling due within one year

14

(11,038)

(21,934)

Net current assets

29,651

12,641

Total assets less current liabilities

30,128

13,124

Creditors - amounts falling due after more than one year

15

Total net assets
Capital and reserves
Called up share capital
Income and expenditure account

19

(19,757)

(151)

10,371

12,973

10,371

12,973

10,371

12,973

The financial statements were approved by the Board on 30 July 2020 and signed on its behalf by

Ian Lindsay
Chair

Greg Taylor
Director

Matthew Hayday
Secretary
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MOAT HOUSING GROUP LIMITED
STATEMENT OF CHANGES IN EQUITY
as at 31 March 2020
Income and
expenditure
account
2020
£000
Balance at 1 April

12,973

Deficit for the year

(2,602)

Balance at 31 March

10,371
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Income and
expenditure
account
2019
£000
13,734
(761)
12,973

MOAT HOUSING GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2020
1. PRINCIPAL ACCOUNTING POLICIES
Basis of preparation
MHG is a public benefit entity. The financial statements have been prepared in accordance with FRS
102, the Financial Reporting Standard applicable in the United Kingdom, the Accounting Direction for
Private Registered Providers of Social Housing 2019, the Statement of Recommended Practice for
registered social housing providers 2018 (SORP), published by the National Housing Federation, and
on the historic cost basis except for modification to a fair value basis for certain financial instruments.
The financial statements have been presented in pounds Sterling (£000).
A summary of the principal accounting policies, which have been applied consistently, is set out below.
Disclosure exemptions
Under FRS 102 the company has taken advantage of reduced disclosures for subsidiaries and has not
prepared a statement of cash flows as its parent MHL consolidates MHG in its own financial statements.
Going concern
In March 2020 the Board approved the budget for 2020/21 which showed a surplus of £3.3m, including
the sale of 24 homes. Recognising the impact of the COVID-19 crisis, a reforecast for 2020/21, assuming
no sales for the first quarter of 2020/21, delaying six sales into 2021/22 and reviewing sales values
reduced this surplus to £2.3m. Given the uncertainty around the COVID-19 crisis the reforecast was
stress tested by assuming a further 3-month lock-down. Even with this extended impact we are still
predicting a surplus for 2020/21 of £1.8m.
In July the Board reviewed the 30-year long-term financial plan which builds on the COVID-19 reforecast
as the base year and includes detailed stress testing and recovery planning. Stress tests included testing
the sensitivity of the plan to inflation, interest rates, sales values, sales rates and impairment, and to
scenarios combining elements of the foregoing to simulate market disruption that could be caused by
adverse economic events. The plan assumes that in addition to the four current schemes there is an
ongoing annual planning volume of 50 homes. If there is a stress event at any point, MHG can switch
off any future development plans. There is also an option to market rent some of the homes for a period
until the market improves.
commitments will be funded from reserves, borrowing from MHL, scheme specific
external borrowing and sale proceeds.
The £50m intercompany facility from MHL
-term plan
assumes continued support to MHG by extending the £50m facility to future years. In considering the
-year longterm financial plan which incorporates a reforecast of the 2020/21 figures for the impact of COVID-19
a strong liquidity position and meets banking covenants
throughout, with no reliance on asset sales to pay its interest.
Scheme specific borrowing is repayable at the date of the final sale or within 20 months of the first
-term plan incorporates these repayments, it shows that MHG has
sufficient capacity within the MHL facility.
The Board has concluded that there is a reasonable expectation that MHG has adequate resources to
continue in operational existence for the foreseeable future. It therefore continues to adopt the going
concern basis in the financial statements.
Housing properties
Housing properties are stated at cost less accumulated depreciation and accumulated impairment cost.
Cost includes the cost of acquiring land and buildings, development costs, interest capitalised during the
development period, directly attributable administration costs, and expenditure incurred in respect of
improvements which comprise the modernisation and extension of existing properties.

27

MOAT HOUSING GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2020
1. PRINCIPAL ACCOUNTING POLICIES (continued)
The cost of housing properties for rent is split between land, structure and major components with a
substantially different economic life.
Gains and losses on the disposal of housing property fixed assets are determined by comparing the
proceeds with the carrying amount and are recognised within gain/loss on disposal of fixed assets in the
statement of comprehensive income.
Housing properties - depreciation
Depreciation is charged on a straight line basis over the expected economic useful lives of each
component part of housing properties. Land is not depreciated. The estimated useful lives are as follows:
Structure
Kitchens
Bathrooms
Windows and doors
Heating
Electrical rewiring
Roofs

- 100 years
- 20 years
- 30 years
- 20 - 30 years
- 15 years
- 40 years
- 50 years

The assets residual values, useful lives and depreciation methods are reviewed and adjusted if there is
an indication of significant change since the last reporting date.
The recoverable amount of an asset or unit is the greater of its value in use and its fair value less costs
to sell. For the purpose of impairment testing, assets are grouped into the smallest group of assets that
generates cash flows from continuing use.
Impairment of housing properties
The carrying amounts of housing properties are reviewed at each reporting date to determine whether
there is any indication of impairment. If any such indication exists, then the assets 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. For the purpose of impairment testing, assets are grouped into
the smallest group of assets that generates cash flows from continuing use.
An impairment loss is recognised for the amount by which the assets carrying value exceeds its
estimated recoverable amount and is recognised in operating costs in the statement of comprehensive
income.
An impairment loss is reversed if and only if the reasons for the impairment have ceased to apply and
only to the extent that the assets carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation and amortisation, if no impairment loss had been recognised.
Social Housing Grant (SHG)
SHG is recognised as deferred grant income and released through turnover over the life of the structure
of housing properties in accordance with the accrual model. Grants relating to expenditure on tangible
fixed assets are credited to turnover at the same rate as the depreciation on the assets to which the
grant relates. The deferred element of the grants is included in creditors as deferred income.
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.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
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1. PRINCIPAL ACCOUNTING POLICIES (continued)
Firstbuy loans
Loans advanced under Firstbuy arrangements to people purchasing their own homes meet the definition
of a public entity concessionary loan and are initially recognised as the amount paid to the purchaser. In
subsequent years, to the extent the loan is deemed irrecoverable, an impairment loss is recognised in
the surplus for the year.
In the event that the property is sold, MHG recovers the equivalent loaned percentage of the property
value at the time of the sale. Any surplus generated by a repayment of a Firstbuy loan is included in
turnover.
Investments in subsidiaries
Investments in subsidiaries are measured at cost less accumulated impairment.
Housing stock for sale
Completed properties and properties under construction for open market sales are recognised at the
lower of cost and net realisable value. Interest incurred on borrowings relating to the development of
open market sale properties is expensed as it is due.
Assessing net realisable value requires use of estimation techniques. In making this assessment,
management considers publicly available information and internal forecasts on future sales activity. Net
realisable value is based on estimated sales price after allowing for all further costs of completion and
disposal. At each reporting date, the housing stock for sale is assessed for impairment. If impairment is
necessary the carrying amount is reduced to its selling price less costs to complete and sell. The
impairment loss is immediately recognised in the surplus for the year.
On disposal, sales proceeds are included in turnover and the cost of sales, including costs incurred in
the development of the properties, marketing and other incidental costs, are included in operating costs.
Future repair funds
Charges which are made to leaseholders for future major repairs such as replacement windows and
roofs and the replacement of equipment within their estates are ring fenced for use on their
properties/estates only. Such funds are disclosed on the statement of financial position as creditors.
Financial instruments
Financial assets and liabilities are recognised when MHG becomes a party to the contractual provisions
of the instrument.
Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the
assets of MHG after deducting all of its liabilities.
Basic financial instruments
Debtors and creditors
Debtors and creditors with no stated interest rate and are receivable or payable within one year are
recorded initially at transaction price less attributable transaction costs. Subsequent to initial recognition
they are measured at amortised cost using the effective interest rate method, less any impairment losses.
Any losses from impairment are recognised in the income statement in other operating expenses.
Interest-bearing borrowings classified as basic financial instruments
Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost using the
effective interest rate method, less any impairment losses.
Cash and cash equivalents
Cash and cash equivalents comprise cash balances.
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1. PRINCIPAL ACCOUNTING POLICIES (continued)
Impairment of financial assets
Financial assets not carried at fair value are assessed for indicators of impairment at each reporting date.
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. Impairment losses are recognised in the surplus for the year.
For financial assets carried at amortised cost, the amount of the impairment is the difference between
the assets carrying amount and the present value of estimated future cash flows, discounted at the
financial assets original effective interest rate.
For financial assets carried at cost less impairment, the impairment loss is the difference between the
assets carrying amount and the best estimate of the amount that would be received for the asset if it
were to be sold at the reporting date.
When a subsequent event causes the amount of the impairment loss to decrease, the decrease is
reversed through the surplus for the year.
Provisions for liabilities
Provisions are recognised when MHG 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 economic 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.
Turnover
Turnover represents the following income streams which are measured at the fair value of the
consideration received or receivable:
Rent and service charge income receivable (net of void losses) are recognised on an accruals
basis as they fall due.
Social Housing Grant (SHG) is amortised to turnover over the useful economic life of the property
to which the grant relates.
Proceeds from open market sales are recognised on completion of the sale.
VAT
MHG is a member of the Moat VAT group. A large proportion of Moat
which is exempt for VAT purposes and gives rise to a partial exemption calculation. Expenditure is
therefore shown inclusive of VAT. Recoverable VAT arising from open market sales activity and from
partially exempt activities is credited to the surplus for the year.
Taxation
Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using
tax rates enacted or substantively enacted at the statement of financial position date, and any adjustment
to tax payable in respect of previous years.
Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in
tax assessments in periods different from those in which they are recognised in the financial statements.
Gift aid payment
Gift aid payment is only recognised as a liability at the year end to the extent that it has been paid prior
to the year end, there is a deed of covenant in place or a Companies Act s288 written resolution has
been approved by the shareholders in the year to make a gift aid payment for the year to its parent by a
certain payment date.
Exclusion from consolidation
MHG is exempt from the requirement to prepare consolidated accounts on the grounds that it is a wholly
owned subsidiary of another undertaking and its parent undertaking includes MHG in its own published
consolidated financial statements.
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2. CRITICAL JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
In the application
Directors are required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these
estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to the estimates
are recognised in the year in which the estimate is revised if the revision affects only that year, or in the
year of the revision and future years if the revision affects both current and future years.
Estimated useful lives
Fixed assets are depreciated over their estimated useful lives. The components into which housing
properties are split and their associated estimated lives are considered to be the appropriate level based
on knowledge of the repairs and maintenance programme carried out. The actual lives of individual
components can however vary based on factors such as product life, wear and tear, maintenance
programmes and environmental factors.
Housing stock for sale
Housing stock for sale is recognised at the lower of cost and net realisable value. In assessing net
realisable value management considers publicly available information and internal forecasts on future
sales activity.
We have reviewed the sales value of our homes for sale, both available for sale and in construction.
Information from actual sales values achieved, mortgage valuations provided to potential residents, and
discussions with developers and estate agents have been used to review current sales values. COVID19 restrictions have implications regarding obtaining valuations, lack of sales during lockdown, and
additional uncertainties regarding future sales performance. We have incorporated a reduction in sales
values based on valuers' expectations of the current impact of COVID-19. We have also incorporated
higher sales costs, including staff resources and incentives, to reflect more difficult selling conditions.
The impact has been to reduce net realisable value by £1.5m on two of the schemes. For one scheme
with five high end properties to sell we have reduced net realisable value by £0.9m due to a reduction
in sales values and higher costs to sell. For a second scheme where there has been a delay in obtaining
planning, we are now looking to sell the site rather than build out the properties and have reduced net
realisable value by £0.6m.
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3.

TURNOVER, OPERATING COSTS AND OPERATING DEFICIT

Turnover
£000
Social housing lettings
Non-social housing activities
Leasehold
Equity loan interest receivable
Open market rent
Write down of housing stock held for
sale
Administrative costs

2020
Operating
Gain on
costs
redemptions
£000
£000

Operating
deficit
£000

20

(8)

-

12

13
1
31

(9)
(4)

-

4
1
27

-

(1,491)

-

(1,491)

-

(34)

-

(34)

65

(1,546)

-

(1,481)

Turnover
£000

2019
Operating
Gain on
costs
redemptions
£000
£000

Operating
deficit
£000

Social housing lettings

20

(10)

-

10

Non-social housing activities
Leasehold
Equity loan interest receivable
Redemptions
Open market sale activity
Administrative costs

13
1
-

(7)
(10)
(32)

9
-

6
1
9
(10)
(32)

34

(59)

9

(16)
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3.

TURNOVER, OPERATING COSTS AND OPERATING DEFICIT (continued)

Income and expenditure from social housing lettings
2020
General
needs
£000

2019
General
needs
£000

Turnover from social housing lettings
Rents receivable
Service charge income

17
1

17
1

Net rental income
Amortisation of Social Housing Grant

18
2

18
2

Total turnover from social housing lettings

20

20

Operating costs on social housing lettings
Management
Service charge cost
Routine maintenance
Depreciation of housing properties

(1)
(1)
(6)

(1)
(1)
(1)
(7)

Total operating costs on social housing lettings

(8)

(10)

Operating surplus on social housing lettings

12

10

-

-

Void losses

4.

DIRECTORS, EXECUTIVE TEAM AND EMPLOYEE INFORMATION

MHG non-executive directors did not receive any remuneration for their services as board members from
MHG (2019: £nil).
MHG does not have any employees (2019: no employees).
5.

INTEREST RECEIVABLE
2020
£000

Interest receivable from deposits

6.

1

2019
£000
-

INTEREST PAYABLE
2020
£000

On bank loans and overdrafts
Interest payable to Group entities

230
892
1,122

Interest costs are written off as incurred and not capitalised to housing stock for sale.
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2019
£000
63
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7.

DEFICIT BEFORE TAXATION
2020
£000

2019
£000

6
(2)

7
(2)

21

20

2020
£000

2019
£000

This is stated after charging:
Depreciation of housing properties
Amortisation of government grant
Auditor's remuneration (excluding VAT)
Audit of financial statements

8.

TAXATION

Current tax:
UK corporation tax

-

Deficit before tax
Current tax at 19% (2019: 19%)
Effects of:
Loss carried forward
Non-taxable items
Total tax charge

9.

-

2020
£000

2019
£000

(2,602)

(761)

(494)

(145)

493
1

144
1

-

-

NUMBER OF HOMES IN MANAGEMENT
At
31 March
2019

Social housing
General needs
Non-social housing
Leasehold properties
Firstbuy properties
Market rent

Total

34

Additions

At
31 March
2020

3

-

3

15
2
-

2

15
2
2

17

2

19

20

2
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10.

TANGIBLE FIXED ASSETS

HOUSING PROPERTIES
Rented
properties
completed
2020
£000

Rented
properties
completed
2019
£000

Cost
At 1 April and 31 March

473

473

Depreciation
At 1 April
Charged in the year

(40)
(6)

(33)
(7)

At 31 March

(46)

(40)

Net book value at 31 March

427

433

Freehold properties at cost

473

473

11.

INVESTMENT IN SUBSIBIARIES

Principal
activity
Moat Development Ltd
Mariner Facilities Management Ltd

12.

Dormant
Dormant

% of
ordinary
Country of
shares
incorporation
held Investment
England
England

100%
100%

£
1
100

HOUSING STOCK FOR SALE

Housing stock for sale represents the cost of land and buildings for homes for sale on the open market.
2020
£000
Open market sales
In construction
Available for sale

2019
£000

22,910
17,462

34,208
-

40,372

34,208

Housing stock for sale as at 1 April
Additions
Stock write down

34,208
7,655
(1,491)

16,315
17,893
-

Housing stock for sale as at 31 March

40,372

34,208
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13.

DEBTORS

Due within one year
Arrears of rent and service charges
Provision for bad and doubtful debts

Other debtors
Prepayments and accrued income
Due after one year
Other debtors

14.

2020
£000

2019
£000

1
(1)
-

2
(1)
1

267
1
268

267
1
269

-

66

268

335

2020
£000

2019
£000

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Trade creditors
Bank loans
Amounts due to other Group regulated companies - loan
Other creditors
Accruals

4
10,226
1
807

10
2,532
18,622
19
751

11,038

21,934

The bank loans are specific to individual development projects.
Gym scheme loan (£2,637k)
is repayable at the earlier of the completion date of the sale of the last unit in the development or
September 2020. Interest is payable at 3.35% p.a. over UK Base Rate. The loan is secured by a cash
deposit of £267,000 and by a first legal charge over the property.
The loan for the All Saints development (£7,589k) is repayable at the earlier of the completion date of the
sale of the last unit in the development or September 2021. Interest is payable at 3.35% p.a. over UK
Base Rate. The loan is secured by a first legal charge over the property.
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15.

CREDITORS: AMOUNTS FALLING DUE AFTER ONE YEAR
2020
£000

Amounts due to other Group regulated companies - loan
Government grant
Service charge creditor

Amounts repayable after five years are:
Government grant
Service charge creditor

2019
£000

19,604
137
16

138
13

19,757

151

137
16

138
13

153

151

The unsecured loan from MHL is a revolving facility which expires on 31 July 2021. Interest is payable
at 3.35% p.a. over UK Base Rate.
16.

GOVERNMENT GRANT

Social Housing Grant
Cumulative amortisation of Social Housing Grant

17.

2020
£000

2019
£000

147
(10)

147
(9)

137

138

2020
£000

2019
£000

CAPITAL COMMITMENTS

Capital expenditure contracted for but not
provided in the financial statements
Capital expenditure authorised but not yet contracted for

29,267

38,236

-

-

Capital commitments will be funded from reserves, borrowing from MHL, scheme specific external
borrowing and sale proceeds.
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18.

FINANCIAL INSTRUMENTS

The carrying values of financial assets and liabilities are summarised by category below:

Financial assets

2020
£000

2019
£000

Measured at historic cost:
Trade and other debtors (note 13 )
Cash and cash equivalents

267
49

334
32

316

366

2020
£000

2019
£000

Financial liabilities
Measured at amortised cost:
Bank loans (note 14 )
Amounts due to group companies (notes 14,15 )
Measured at historic cost:
Trade and other creditors (notes 14,15 )

10,226
19,604

2,532
18,622

828

793

30,658

21,947

Amounts due on bank loans and to Moat Homes Limited are repayable at UK base rate plus 3.35%.

Interest income and expense
Total interest income for financial assets at amortised cost
Total interest expense for financial liabilities at amortised cost

19.

2020
£000

2019
£000

1
(1,122)

(745)

(1,121)

(745)

2020
£

2019
£

CALLED UP SHARE CAPITAL

Allotted, issued and fully paid £1 shares
At 1 April
Cancelled during the year
Issued during the year

5
-

4
(1)
2

At 31 March

5

5

MHL and non-executive directors each hold one £1 share in the Association. Executive directors cannot
be shareholders in accordance with MHG's Rules. These shares confer the right to vote at general
meetings and are irredeemable, being cancelled on cessation of directorship. They do not confer a right
to dividends or a provision for distribution on winding up.
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20.

RELATED PARTY TRANSACTIONS

Key management personnel are Board members and the Executive Team. There were no related party
transactions in 2019/20.
21.

INTRA GROUP TRANSACTIONS WITH NON-REGULATED ENTITIES

There were no intra-group transactions with non-regulated entities during the year.
22.

GROUP STRUCTURE

As at 31 March 2020 MHG was a subsidiary undertaking of Moat Homes Limited. The results of MHG
have therefore been consolidated within the Group financial statements, which are available on request
from:
The Secretary, Moat Homes Limited, Mariner House, Galleon Boulevard, Dartford, Kent DA2 6QE
23.

LEGISLATIVE AUTHORITY

MHG is incorporated under the Co-operative and Community Benefit Societies Act 2014 and is a noncharitable Registered Provider.
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