Independent
auditor’s report
to the members of Places for People Homes Limited

1. Our opinion is unmodified
We have audited the financial statements of Places for
People Homes Limited (“the Association”) for the year
ended 31 March 2021 which comprise the Statement of
Comprehensive Income, the Statement of Financial
Position, the Statement of Changes in Reserves and the
related notes, including the accounting policies in note
1.

of the Association in accordance with, UK ethical
requirements including the FRC Ethical Standard as applied
to public interest entities. No non-audit services prohibited
by that standard were provided.
Overview
Materiality:
financial
statements as a
whole

In our opinion the financial statements:
— give a true and fair view of the state of the
Association's affairs as at 31 March 2021 and of its
profit for the year then ended;

Key audit matters

— have been properly prepared in accordance with UK
accounting standards, including FRS 102 The
Financial Reporting Standard applicable in the UK
and Republic of Ireland;
— comply with the requirements of the Co-operative
and Community Benefit Societies Act 2014; and
— have been prepared in accordance with the Housing
and Regeneration Act 2008 and the Accounting
Direction for Private Registered Providers of Social
Housing 2019.

Basis for opinion
We conducted our audit in accordance with
International Standards on Auditing (UK) (“ISAs (UK)”)
and applicable law. Our responsibilities are described
below. We believe that the audit evidence we have
obtained is a sufficient and appropriate basis for our
opinion. Our audit opinion is consistent with our report
to the audit committee.
We were first appointed as auditor by the directors on
31 March 2001. The period of total uninterrupted
engagement is for the 21 financial years ended 31 March
2021. We have fulfilled our ethical responsibilities
under, and we remain independent
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Recurring risks

£3.1m (2020:£2.6m)
0.9% (2020: 0.8%) of Turnover

vs 2020
Recoverable amount of
development
programme schemes
and associated land
Valuation of defined
benefit pension scheme
liabilities
Valuation of investment
properties

2. Key audit matters: our assessment of risks of material misstatement
Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the financial statements
and include the most significant assessed risks of material misstatement (whether or not due to fraud) identified by us, 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. We summarise below the key audit matters (unchanged from 2020), in decreasing order of audit significance, in
arriving at our audit opinion above, together with our key audit procedures to address those matters and, as required for public interest
entities, our results from those procedures. These matters were addressed, and our results are based on procedures undertaken, in the
context of, and solely for the purpose of, our audit of the financial statements as a whole, and in forming our opinion thereon, and
consequently are incidental to that opinion, and we do not provide a separate opinion on these matters.

Recoverable amount of development
programme schemes and associated
land
Stock: £102.2 million (2020: £109.0
million)
Refer to page 19 (accounting policy)
and page 32 (financial disclosures).

The risk

Our response

Forecast-based valuation:

We have undertaken a fully substantive approach to
the audit. Our procedures included:

The Association has a significant
development programme including a
significant portfolio of properties developed
for commercial sale and rent, the
recoverable amount of which could
potentially be affected by changing market
conditions during the year.
The Association has appraisal processes in
place to determine the recoverable amount
of each development scheme (and help
identify any potential impairment risks).
The accounting of these schemes contains a
number of assumptions and judgements
relating to the recoverability of assets for
sale and work in progress, capitalised costs
(including internal staff and other costs),
allocation of costs between tenure types, as
well as complex contractual arrangements
with third party contractors and partners.
The Directors review the assumptions and
appraise the developments regularly, and at
the year end, to determine the recoverable
amount of the assets. This also includes the
consideration of impairment on significant
developments due to time delays, increases
in construction costs, falling land values,
and/or budget overruns.
There is a risk that the appropriate valuation
and accounting treatment is not applied to
development transactions leading to
material misstatements in the valuation of
stock held by the Association.

— Methodology choice: Assessment of the
appraisal processes that are used to determine
the scheme current asset stock and work in
progress carrying values to check that these are
consistent with our sector and entity
knowledge;
— Benchmarking Assumptions: Assessment of the
assumptions that have been used to underpin
the appraisal processes to assess their
appropriateness, including consideration of the
planned tenure mix for the development
scheme being considered, and comparison of
key assumptions (e.g. market value of
properties, cost inflation, rental assumptions) to
current third party online data, including
appropriate online indexes (e.g. the Building
Cost Information Service index);
— Our sector experience: Consideration of the
Directors ’ assessment of whether there has
been an impairment indicator and assessment
of this based on other evidence obtained during
the audit including the sales performance of
schemes and market indicators; and
— Tests of details: Agreeing the underlying data
used in the appraisal processes, including
consideration of the sales history and costs
incurred during the 2020/201 financial year,
back to sales certification documentation and
other third party documentation, such as
invoices.
Our results:
We found the resulting estimate of the recoverable
amount of development programme schemes and
associated land to be acceptable (2020: acceptable).
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Valuation of defined benefit pension
scheme liabilities
Pension liabilities: £263 million (2020:
£227.5 million)
Refer to page 17 (accounting policy)
and pages 43 to 45 (financial
disclosures).

The risk

Our response

Subjective valuation

We have undertaken a fully substantive approach to
the audit. Our procedures included:

The Association is a member of various
defined benefit pension schemes, which are
material to the Association, including: the
Social Housing Pension Scheme and the
Places for People Group Retirement Benefit
Scheme.
The valuation of such schemes relies on a
number of assumptions, most notably
around the actuarial assumptions.
It is important that the assumptions used
reflect the profile of the Association’s
employees. It is also important that
assumptions are derived on a consistent
basis year to year, or updated to reflect the
Association’s current position. There are
also generic financial assumptions and
demographic assumptions used in the
calculation of the Association’s liabilities.
There is a risk that, if the assumptions used
are not appropriate, the amounts shown in
the financial statements for the pension
scheme liabilities could be materially
misstated.

Valuation of Investment Properties

Subjective Valuation:

Investment properties: £411.8 million
(2020: £423.6 million)

The Association’s property portfolio
includes a number of market rent and
commercial units.
Under FRS102 these are considered
‘Investment Properties’ due to the intention
of maximising rental values or capital
appreciation. The standard requires this
class of assets to be held at fair value.
The fair value of these assets is subject to
movements based on current market
conditions which could impact the overall
operating surplus for the Association. Also,
dependent on the type of valuation
undertaken, there are a number of
assumptions used in the valuation of the
assets which are subjective, and could
impact the overall valuation at the year end
and movement during the year. The
valuation of the assets could be further
complicated by the changes in the market
due to the Covid-19 pandemic.
Management undertook an appropriate
valuation process as at the year end to
provide assurance that the value of the
assets as at 31 March 2021 reflects the fair
value of these assets.
There is a risk that inappropriate
assumptions are used leading to a material
misstatement in the valuation of investment
properties.

Refer to page 18 (accounting policy) and
page 31 (financial disclosures)

— Assessing actuary’s credentials: Assessing the
competence, capability, objectivity and
independence of the external Actuary used.
— Benchmarking assumptions: Challenging, with
the support of our own actuarial specialists, the
key assumptions applied, being the discount
rate, inflation rate, and mortality/life
expectancy against externally derived data; and
— Assessing transparency: Considering the
adequacy of the Association’s disclosures in
respect of the sensitivity of the deficit to these
assumptions.
Our results
— We found the valuation of the pension scheme
liabilities to be acceptable (2020: acceptable).

We have undertaken a fully substantive approach to
the audit. Our procedures included:
— Assessing valuer’s credentials: We assessed the
competence, capability, objectivity and
independence of the Association’s external
valuer.
— Methodology choice: We critically assessed the
assumptions used in preparing the full valuation
of the Association’s investment properties to
ensure they were appropriate,
— Test of detail: We tested the accuracy of the
investment property base data provided to the
valuer to complete the full valuation to ensure it
accurately reflected the Association’s
investment property portfolio.
— Methodology implementation and reperformance: we compared the investment
property value movements from the valuer’s
report to the entries in the financial statements
to confirm that any material movements in the
value of investment properties had been
accounted for correctly.
— Assessing transparency: We considered the
adequacy of the disclosures about the key
judgements and degree of estimation involved
in concluding whether there has been any
material movement in the value of investment
properties since 31 March 2020.
— Test of detail: Critically assessed management’s
review of the investment property valuation and
any impairment indicators as at 31 March 2021
to identify any material changes in value.
Our results
— We found the valuation of the Association’s
investment property portfolio to be acceptable
(2020: acceptable). We accept management’s
decision to adopt a valuation for the purchase
and leaseback portfolio which is outside our
valuation specialist’s acceptable range as this
reflects management’s intended future use of
the assets. The difference is not material.

8

3. Our application of materiality and an overview of the
scope of our audit

Turnover
£3.1m (2020: £2.6m)

Materiality
£3.1m (2020: £2.6m)

Materiality for the financial statements as a whole was set
at £3.1m (2020: £2.6m), determined with reference to a
benchmark of turnover, of which it represents 1% (2020:
0.8%).

£3.1m
Whole financial
statements materiality
(2020: £2.6m)

In line with our audit methodology, our procedures on
individual account balances and disclosures were
performed to a lower threshold, performance materiality,
so as to reduce to an acceptable level the risk that
individually immaterial misstatements in individual account
balances add up to a material amount across the financial
statements as a whole. Performance materiality was set at
74% (2020: 75%) of materiality for the financial statements
as a whole, which equates to £2.3m (2020: £1.9m). We
applied this percentage in our determination of
performance materiality because we did not identify any
factors indicating an elevated level of risk.

£2.3m

Whole financial
statements performance
materiality (2020: £1.9m)

Turnover

Materiality

£150k
Misstatements reported to the
Audit and Risk Committee (2020:
£130k)

We agreed to report to the Audit and Risk Committee any
corrected or uncorrected identified misstatements
exceeding £150k (2020: £130k), in addition to other
identified misstatements that warranted reporting on
qualitative grounds.
Our audit of the Association was undertaken to the
materiality and performance materiality levels specified
above and was performed by a single audit team.

4. Going concern
The directors have prepared the financial statements on the
going concern basis as they do not intend to liquidate the
Association or to cease its operations, and as they have
concluded that the Association’s financial position means
that this is realistic. They have also concluded that there are
no material uncertainties that could have cast significant
doubt over its ability to continue as a going concern for at
least a year from the date of approval of the financial
statements (“the going concern period”).

Our procedures also included:
— Assessing whether downside scenarios applied mutually
consistent and severe assumptions in aggregate, using our
assessment of the possible range of each key assumption and
our knowledge of inter-dependencies;
— We compared past budgets to actual results to assess the
directors' track record of budgeting accurately;
— We evaluated the achievability of the actions the directors
consider they would take to improve the position should the
risks materialise, which included, conversion of developed
units into market rent, the sale of commercial subsidiaries
and investment properties and reduction in capital
expenditure, taking into account the extent to which the
directors can control the timing and outcome of these; and.

We used our knowledge of the Association, its industry, and
the general economic environment to identify the inherent
risks to its business model and analysed how those risks
might affect the Association’s financial resources or ability
to continue operations over the going concern period. The
risks that we considered most likely to adversely affect the
Association’s available financial resources over this period
were:

— We assessed the completeness of the going concern
disclosure

— The impact of further rent reductions;

Our conclusions based on this work:

— A downturn in the development market;

— we consider that the directors’ use of the going concern basis
of accounting in the preparation of the financial statements is
appropriate;

We also considered less predictable but realistic second
order impacts, such as the impact of Brexit which could
result in a rapid reduction of available financial resources.

— we have not identified, and concur with the directors’
assessment that there is not, a material uncertainty related
to events or conditions that, individually or collectively, may
cast significant doubt on the Association's ability to continue
as a going concern for the going concern period; and

We considered whether these risks could plausibly affect
the liquidity in the going concern period by assessing the
Directors’ sensitivities over the level of available financial
resources indicated by the Association’s financial forecasts
taking account of severe, but plausible adverse effects that
could arise from these risks individually and collectively.

— we found the going concern disclosure in note 1 to be
acceptable.
However, as we cannot predict all future events or conditions
and as subsequent events may result in outcomes that are
inconsistent with judgements that were reasonable at the time
they were made, the above conclusions are not a guarantee that
the Association will continue in operation.
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5. Fraud and breaches of laws and regulations – ability to
detect

We communicated identified laws and regulations throughout
our team and remained alert to any indications of noncompliance throughout the audit.

Identifying and responding to risks of material misstatement
due to fraud

The potential effect of these laws and regulations on the financial
statements varies considerably.
Firstly, the Association is subject to laws and regulations that
directly affect the financial statements including financial
reporting legislation (including related cooperative & community
benefit society legislation), taxation legislation, pensions
legislation and specific disclosures required by housing legislation
and we assessed the extent of compliance with these laws and
regulations as part of our procedures on the related financial
statement items.

To identify risks of material misstatement due to fraud (“fraud
risks”) we assessed events or conditions that could indicate an
incentive or pressure to commit fraud or provide an opportunity
to commit fraud. Our risk assessment procedures included:
— Enquiring of directors and inspection of policy
documentation as to the Association’s high-level policies and
procedures to prevent and detect fraud, as well as whether
they have knowledge of any actual, suspected or alleged
fraud.

Secondly, the Association is subject to many other laws and
regulations where the consequences of non-compliance could
have a material effect on amounts or disclosures in the financial
statements, for instance through the imposition of fines or
litigation or the need to include significant provisions. We
identified the following areas as those most likely to have such
an effect: health and safety, anti-bribery, employment law and
certain aspects of co-operative & community benefit society
legislation recognising the nature of the Association’s activities.
Auditing standards limit the required audit procedures to identify
non-compliance with these laws and regulations to enquiry of
the directors and other management and inspection of
regulatory and legal correspondence, if any. Therefore, if a
breach of operational regulations is not disclosed to us or evident
from relevant correspondence, an audit will not detect that
breach.

— Reading Board and Audit and Risk Committee minutes.
— Using analytical procedures to identify any unusual or
unexpected relationships.
We communicated identified fraud risks throughout the audit
team and remained alert to any indications of fraud throughout
the audit.
As required by auditing standards, and taking into account
possible pressures to meet internal performance targets, we
perform procedures to address the risk of management override
of controls and the risk of fraudulent revenue recognition, in
particular the risk that income from other core (non-social)
income streams is overstated and the risk that Association
management may be in a position to make inappropriate
accounting entries.

Context of the ability of the audit to detect fraud or breaches
of law or regulation

We did not identify any additional fraud risks.

Owing to the inherent limitations of an audit, there is an
unavoidable risk that we may not have detected some material
misstatements in the financial statements, even though we have
properly planned and performed our audit in accordance with
auditing standards. For example, the further removed noncompliance with laws and regulations is from the events and
transactions reflected in the financial statements, the less likely
the inherently limited procedures required by auditing standards
would identify it.

In determining the audit procedures we took into account the
results of our evaluation of the design and implementation of
some of the Association-wide fraud risk management controls
We also performed procedures including:
— Identifying journal entries to test based on risk criteria and

comparing the identified entries to supporting
documentation. These included those posted by unexpected
individuals, journals containing specific words, journals
posted to seldom used accounts, and journals posted to cash
and turnover that were considered outside of the normal
course of business.

In addition, as with any audit, there remained a higher risk of
non-detection of fraud, as these may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal controls. Our audit procedures are designed to detect
material misstatement. We are not responsible for preventing
non-compliance or fraud and cannot be expected to detect noncompliance with all laws and regulations.

Identifying and responding to risks of material misstatement
due to non-compliance with laws and regulations
We identified areas of laws and regulations that could reasonably
be expected to have a material effect on the financial statements
from our general commercial and sector experience, and through
discussion with the directors and other management (as required
by auditing standards), and discussed with the directors and
other management the policies and procedures regarding
compliance with laws and regulations.
As the Association is regulated, our assessment of risks involved
gaining an understanding of the control environment including
the entity’s procedures for complying with regulatory
requirements.
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6. We have nothing to report on the other information in the
Annual Report

Auditor’s responsibilities
Our objectives are to obtain reasonable assurance about whether
the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue our
opinion in an auditor’s report. Reasonable assurance is a high
level of assurance, but does not 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 aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial
statements.

The directors are responsible for the other information
presented in the Annual Report together with the financial
statements. Our opinion on the financial statements does not
cover the other information and, accordingly, we do not express
an audit opinion or, except as explicitly stated below, any form of
assurance conclusion thereon.
Our responsibility is to read the other information and, in doing
so, consider whether, based on our financial statements audit
work, the information therein is materially misstated or
inconsistent with the financial statements or our audit
knowledge. Based solely on that work we have not identified
material misstatements in the other information.

A fuller description of our responsibilities is provided on the
FRC’s website at www.frc.org.uk/auditorsresponsibilities.

Report of the Board

9. The purpose of our audit work and to whom we owe our
responsibilities

Based solely on our work on the other information:
— we have not identified material misstatements in the Report
of the Board;

This report is made solely to the association in accordance with
section 87 of the Co-operative and Community Benefit Societies
Act 2014 and section 128 of the Housing and Regeneration Act
2008. Our audit work has been undertaken so that we might
state to the association those matters we are required to state to
it in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume
responsibility to anyone other than the association for our audit
work, for this report, or for the opinions we have formed.

— in our opinion the information given in those reports for the
financial year is consistent with the financial statements; and
— in our opinion those reports have been prepared in
accordance with the Companies Act 2006.

7. We have nothing to report on the other matters on which
we are required to report by exception
Under the Co-operative and Community Benefit Societies Act
2014 we are required to report to you if, in our opinion:
— the Association has not kept proper books of account; or

Harry Mears

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

(Senior Statutory Auditor) for and on behalf of KPMG LLP,
Statutory Auditor

— the Financial Statements are not in agreement with the
association’s books of account; or

Chartered Accountants

— we have not received all the information and explanations
we need for our audit.

15, Canada Square

We have nothing to report in these respects.

E14 5GL
3 September 2021

London

8. Respective responsibilities
Directors’ responsibilities
As explained more fully in their statement set out on page 5, the
directors are responsible for: the preparation of the financial
statements including being satisfied that they give a true and fair
view; such internal control as they determine is necessary to
enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error; assessing
the Association’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern; and
using the going concern basis of accounting unless they either
intend to liquidate the Association or to cease operations, or
have no realistic alternative but to do so.

11

