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ANCHO LIMITED

REPORT OF THE BOARD OF MANAGEMENT (INCORPORATING THE STRATEGIC REPORT)
FOR THE YEAR ENDED 31 MARCH 2019

The Board of Management presents its report and the Financfal Statements for the year ended 31 March
2019.

Objectives and Strategy

The Assaclation is a Reglstered Soclal Landiord and Scottish Charity. The core objects as set ouf in our
Rules are to provide for the relief of those In need by reason of age, ili-heaith, disability, financial hardship or
other disadvantage through the provision, construction, improvement and management of land and
accommodation and the provision of care.

ANCHO exists to provide homes and help create communities where people want to live, Qur current key
strategic objectives are:

+« To provide excellent services which meet the needs and expectations of our tenants and other
customers;

e Toinvest in and maintain ANCHO's properties and services towards achleving excellent standards for
current and future cusfomers;

* . To ensure that our activities and our relahonshms with others lead towards excellent neighbourhoods
within the communities we serve; and

+  To promote the development of our Board and staff towards exceilent communication, leadership and
dirsction,

Legal Status

The Assaclation is registered as a non-profit making Association under the Co-operative and Community
Benefit Societies Act 2014 No.2559 R(8). The Assoclation is governed under its Rule Book. The Association
is a registered Scottish Charity with the charity number SC036082,

ANCHO became a subslidiary of Calrn Housling Assoclation Limited on 1 November 2018,
Review of Business

Aclivities in year

The Assaciation’s overall aim is to help suslain the regeneration of North Ayrshire through the provislon of
quality housing and services, which will meet the diverse nesds and aspirations of our customers,

From 1 MNovember 2018, ANCHO formed a constitutional partnership with Calrn Housing Association Limited
{Cairn) thus securing positive changes for ANCHO's tenants and our business. Cairn Is also a registered
social landlord and Scottish charity. The partnership, will deliver the following: . .

a rent guarantee of increases hased on the Consumer Price Index only for the next 5 years;

£8.7m of Investment in homes and environmental works over the first 5 vears;

the ability to meet government energy efficiency standards by the 2020 deadline;

£100,000 to promote community development activity;

current tenancy rights are protected;

a continued ANCHO focal identity;

a local offlce based in lrvine;

Local Management Board with delegated |ocal decislon-making powars; and

‘ANCHO Is still a registered housing association and charlty, but Is now part of Cairn Hausing Group. A
raview of governance and constitutional arrangements will take place over the next two years.

* ® & * = = a2 % =




ANCHO LIMITED

REPORT OF THE BOARD OF MANAGEMENT (INCORPORATING THE STRATEGIC REPORT)
FOR THE YEAR ENDED 31 MARCH 2019

Review of Business (cont’d)
Activities in year (cont’d)

During the year, the following investment programme was delivered, which is a key element of the Cairn-
ANCHO partnership: ‘

150 properties were rewired;

76 properties had external wall insulation;

141 properties had new windows and/or external doors fitted;
58 properties received roof replacements; and

53 properties received new kitchens,

* = o+ & =

We continue to act as the property factor for 195 homeowners in the area.

"During the year, rent coliection levels improved to 101.5%, despite the impact of welfare reform and
universal credit roll out. Our days to re-let empty houses dipped slightly to 7.7 days. A strong focus is now on
improving performance whilst ensuring great custorner service.

Qur Wider Role projects received grant awards totalling £218,371 (an increase of £102,092 from last year).
Our most significant involvement is through Better Off North Ayrshire. This project is led by North Ayrshire
Council and funded by the Euwropean Social Fund (via Scottish Government) and the Blg Lottery Fund. it
provides a range of support services for people who live In North Ayrshire. Our Better Off Workers help lone
parents, psople cut of work or on low incomes to imprava their financial circumstances. We also operate our
Small Steps Project funded by the Scottish Government's People and Communities Fund. This aims to
Increase confidence and self-estesm by delivering holistic and bespoke assistance to customets such as
one-to-cne and group counselling sessions to reduce levels of loneliness, depression and isolation.

We ajso continue to provide a core funded caretaking and handyman service to help improve the
environment and assist vulnerable tenants.

Good progress has been made in the Transition and Intégration F’lan to ambed the constitutional partnership
with Cairn Housing Association Limited, Including Business Services, HR, {T/Systems suppoit, financial
systems, governance and other corporate support and joint working .




ANCHO LIMITED

REPORT OF THE BOARD OF MANAGEMENT (INCORPORATING THE STRATEGIC REPORT)
FOR THE YEAR ENDED 31 MARCH 2019

Financial Review

Turnover of £3.2 million (of which £2.8 million relateg to the ncome from the letting of properties at
affardable rents) was £200k higher than 2018 due fo the rental increase In the year and the £102k increase

in wider role grant income

The Association made a surplus in the year of £711,007 (2018 £462,843) which Included a gain on the
revaluation of investment properfles (garages) of £139,620 (20718: £ni). £1,991,456 was speni on
component replacemeants for our social housing units which have been capitalised.

Future Plans

ANCHO's focus will continue fo be on delivering the objectives and targéts agreed within the Cairn Group
Business Plan and ensuring that it achieves value for money and Improvement in all areas of operation,

We will also continue to ensure that our experienced Better Off North Ayrshire project and other wider rola
activities meets the objectives of our project funders In terms of customers and delivers the maximum benefit
for customers accessing these much needed and often life changing services.

" Risks and uncertainties

Strong governance will be essential at both ANCHO and Caln Group levels to ensure all of the business
case assumptions and tenant promises that supported the constitutional partnership are delivered over the
next § years,

Prudent treasury management to manage cash flow to meet the delivety of the accelerated investment
programme whilst preserving flnancial loan covenants and requlred fmanmal performance ratios will also
require careful monitoring.

Whilst ANCHO has not developed new housing locally, the potential to do this as part of the Cairn Group
exists in the future, .

We will also continue to manage key external risks such as:

. Inflation, pay and interest rates;
. Woelfare reform;

. Fire safety changes; and

. Pension liabilities.

The risks are managed through our corporate risk register and associated controls which are applicable to
the whole group.




ANCGHOC LIMITED

REPORT OF THE BOARD OF MANAGEMENT (INCORPORATING THE STRATEGIC REPORT)
FOR THE YEAR ENDED 31 MARCH 2019 ‘ '

Key Performance indicators

ANCHO continues to classly monitor key petformance indicators, including those required under the Annual
report on The Scottish Social Housing Charter. We also pay particular attention to key financial indicators on
gearing and interest cover to ensure ongelng financial stability and to meet our lending covenants.

Governance

ANCHO Limited Is a 100% subsidiary of Calrn Housing Association Limited.

ANCHO Limited has a Board of Management efected by the shareholding members of the Association af the
AGM each year. The Board directs the strategy, sets policies, oversees the overall direction and monitors the
business plan of the Association.

The Board also ensures appropriate levels of assurance and strategic risk management, Inciuding external
advice where appropriate, and compliance with regulatory standards. The members of the Board of
Management are currently unpaid, other than expensas,

We review the Board Succession & Development Plan each year, following annual personal development
meetings, to ensure the appropriate level and mix of skills and experience and keeping up to date with
regulatory requirements and best practice standards. Resignafions and retirements are noted on the Board
of Management Executive Officers and Advisers' page of the accounts. ANCHO is a mamber of the Scotlish
Federation of Housing Associations and ensures positive working relationships with our Regulators (SHR
and OSCR), lacal authorities and other pariners,

ANCHO is committed to continuous improvement and the Board sets challenging buslness targets, which
are regularly monitored and reviewed by the Board and Senior Management Team.

Governance arrangements at ANCHO include a Group Audit & Performance Commilttee, a Group
Remuneration Committes and a Group Customer Panel working with the Assoclation to provide an additional
level of scrutiny and to support improvement activities.

Statement of the Board of Management's Responsibllities

Houslng Associailon legislation requires the Board of Management to prepare financlal statements for each
financial year which give a true and fair view of the state of affairs of the Assoclation and of the income and’
expenditure of the Assoclation for that period. in preparing those financial statements the Board s required

to.

) select sultable accounting policies and then apply them consistently;
. make judgements and estimates that are reasonable and prudent; and
] prepare the flnancial statements on the going concern basis unless it is inappropriate to presume that

the Assaciation will continue in business.

The Board of Mahagement, advised by the Senior Management Team, is responsible for keeping proper
accounting records which disclose with reasonable accuracy at any time the financial position of the
Association. They are also responsible for safeguarding the assets of the Assoclation and hence for taking
reasonable steps for the pravention and detection of fraud and other itregularities.




ANCHO LIMITED

REPORT OF THE BOARD OF MANAGEMENT (INCORPORATING THE STRATEGIC REPORT)
FOR THE YEAR ENDED 31 MARCH 2019 .

Statement of Internal Financlal Controls
The Board of Management is responsible for the Associatlon's systemn of Internal financial confrol,

internal financial confrols are those procedures established by the senior management team, and reviewed
by the Group Audit & Performance Committee, in order to provide reasonable assurance on the
safeguarding of assets and the malntenance of proper accounting records and the rellabllity of financial
information used within the Association or for publication. Such a system of controls can provide only
reasonable, and not absolule, assurance against material misstatement or loss,

The approach adopted by the Board of Management to provide effective financial control can be summarised
as follows:

- (a) An appropriate control environment has been created by careful recruitment and training of staff and
pravision of comprehensive guidance on the standards and controls to be applied throughout the
Assoclation. A comprehensive programme of internal audit covering over time all the Association's
main activities is on-going. Reports are made fo the Group Audit & Petformance Committee with
appropriate action taken where necessary;

(b} Management information systems have been developed to provide accurate and timeous data on all
aspects of the buslhass, Management accourts comparing actual results against budgel are
presented to the Board of Management quarterly;

(c) Major business risks and their financial implications are assessed by reference to established
criteria;
{d) The financial implications of major business risks are controlled by means of dslegated authorities,

which reserve significant matters to the Board of Management for decision, segregation of duties in
appropriate areas and physical controls over assets and access to records as detailed in the
Association's Financial Regulations; and

(e} ~ The Board of Management monitors the operation of the Internal financial control system by
considering regular reporis from management and the external and internal auditors and ensures
appropriate corrective action is taken to address any reported weaknesses.

While retaining overall responsibility for internal financial controf, the Board of Management has delegated
the day to day administration of the Association o the executive officers, .

The Board of Management confirms it is satisfied with the effectiveness of the Association’s system of
intarnal financial control as it operated during the year under review.

Charitable Donations

During the year the Association made charitable donations of £129 (20718 £1,204).




ANCHO LIMITED

REPORT OF THE BOARD OF MANAGEMENT (INCORPORATING THE STRATEGIC REPORT)
FOR THE YEAR ENDED 31 MARCH 2019

Disclesure of information to the auditor

To the knowledge and belief of each of the persons who are members of the Board of Management at the
time the report is approved:

. So far as the Board members are aware, there is no refevant information of which the Association‘é
auditor is unawars; and
. He/she has taken all the steps thal hefshe ought to have takeh as a Board member in order to make

himselffhersell aware of any relevant information, and to establish that the Assoclation’s auditor is
aware of the information.

Auditor
A resolution to re-appeint the Auditor, Scolf-Moncrieff, will he proposed at the Annual General Meeting.

The Report of the Board of Management (incorporating the Strategic Report) has besn approved by the
Board of Management:

Jhson MacGitp - : .
Secretary

Dated: 1 August 2019




ANCHO LIMITED

REPORT BY THE AUDITOR TO THE BOARD OF MANAGEMENT OF ANCHO LIMITED ON INTENRAL
FINANCIAL CONTROLS
FOR THE YEAR ENDED 31 MARCH 2019

In addition to our audit of the Financlal Statements, we have reviewed your statement on page 5 concerning
the Association’s compliance with the information required by the Regulatory Standards In respect of internal
financial controls contained within the publication "Our Regulatory Framework” and associated Reguiatory
Advisory Notes which are issued by the Scottish Housing Regulator.

Basis of Opinion

We carried out our review having regard to the requirements to corporate governance matters within Bulletin
2009/4 issued by the Financial Reporting Council. The Bulletin does not require us to review the
effactiveness of the Association's procedures for ensuring compliance with the guidance notes, nor to
investigate the appropriateness of the reasons given for non-compliance.

Opinion

in our opinion the Statement on Internal Financlal Controls on page 5§ has provided the disclosures required
by the relevant Regulatory Standards within the publication “Our Regulatory Framework” and associated
Regulatory Advisory Notes tssued by the Scotlish Housing Regulator In respect of internal financial contrals
and is consistent with the information which came to owr atiention as a result of our audit work on the

Financlal Statemants.

Through our enqulry of certain members of the Board of Management and Officers of the Association, and
examination of relevant documents, we have satisfled ourselves that the Board of Management's Statement
on Internal Financlal Control appropriately reflects the Association's compllance with the Information required
by the relevant Regulatory Standards in respect of infernal financlal controls contained within the publication
"Our Regulatory Framework™ and associated Regulatory Advisory Notes issued by the Scoftish Housing
Reguiator in réspect of internal financlal controls. ,

Scott-Moncrieff
Eligible to act as an auditor in terms of Section 1212 of the Companles Act 2006

Charterod Accountants
25 Bothwell Strest
Glasgow

G2 BNL

Pated: 1 August 2018




ANCHO LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS QF ANCHO LIMITED ON THE FINANCIAL
STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

Opinion

We have audited the financial statements of ANCHO Limited (the ‘Association’) for the year ended 31 March
2018 which comprise the Statement of Comprehensive Income, the Statement of Changes in Capital and
Reserves, the Statement of Finangial Position, the Statement of Cash Flows and the notes to the financial
statements, Including a summary of significant accounting policies. The financlal reporting framework that
has been applied In their preparation Is applicable law and United Kingdom Accounting Standards, including
Financial Reporting Standard 102 ‘The Financial Reporiing Standard applicable in the UK and Republic of
[reland’ {Lnited Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements;

e give a true and fafr view of the state of the Assoclation's affairs as at 31 March 2019 and of its Income
and expenditure for the year then ended;

+ have been propetly prépared in accordance with Unifed Kingdom Generally Accepled Accounting
Practice; and

» have been prepared In accordance with the Co-operative and Community Benefit Socleties Act 2014,
Part § of the Houslng (Scotland) Act 201C and the Determination of Accounting Reqwrements 2014
Issued by the Scottish Housing Regulator,

Basis for opinion

We conducted our audlt in accardance with International Standards on Auditing (UK) (1SAs (UK)) and
applicable law. Qur responsibliittes under those standards are further described in the audltor's
responsihilities for the audit of the financlal statements section of our report: We are independent of the
Assoclation in accordance with the ethical requirements that are relevant to our audit of the financial
staternents In the United Kingdom, including the Financial Reporting Counci’s Ethical Standard and we have
fulfilled our ethical responsibllities in accardance with these raquirements. We believe that the audit evidence
wa have obtained is sufficient and appropriate {o provide a basis for our audit opinfon.

Concluslons relating to going concern

We have nothing fo report En respect of the following matters in which the ISAs (UK) require us lo report to
you where: ‘

. the Board of Management's use of the going concern basis of accounting In the preparation of the
financial statements Is hot appropriate; ar
. the Board of Management has not disclosed in the financlal statements any identified matarial

uncertainties that may cast significant doubt about the Assoclation’s ability to continue to adopt the
going concern basls of accounting for a period of at leasft twelve months from the date whan the
financial statements are authorised for issue.




ANCHO LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ANCHO LIMITED ON THE FINANCIAL

STATEMENTS :
FOR THE YEAR ENDED 31 MARCH 2019

Other information

The Board of Management Is responsible for the other Information. The other Information comprises the
information included in the annual report, other than the financial statements and our auditor's report
thereon. Qur opinlon on the financlal statements does not cover the cther information and, except to the
extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whethar the other Information is materially Inconsistent with the financial
statements or our knowledge obtained in the audit or otherwlse appears to be materially misstated. If we
identify such material Inconsistencies or apparent materlal 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, hased on the work we have performed, we conclude that there is a material mlsstatemant of

this other information, we are required to report that fact.
We have nothing to report in this tegard.
Matters on which we are required to report by exception

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

a satisfactory system of conirol over transactions has not been maintained; or
the Association has not kept proper accounting records; or

the financial statements are not in agreement with the books of account; or

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

. & »

Responsibilities of the Board of Management

As explained more fully in the Statement of the Board of Management’s Responsibilities set out on page 4, the
Board of Management fs responsible for the preparation of the flnancial statements and for being satisfied
that they give & true and fair view, and for such internal confrol as the Board of Management determine Is
necassary fo enable the preparation of financlal statements that are free from material misstatement,

whether due to fraud or efor.

In preparing the financial statements, the Board of Management are responsible for assessing the
Associatlon’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Board of Management sither intend to
liquidate the Assaciation o to cease operations, or have no realistic alternative but to do so.




ANCHO LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MENMBERS OF ANCHO LIMITED ON THE FINANCIAL

STATEMENTS ,
FOR THE YEAR ENDED 31 MARGH 2019

Auditor’s responsibilities for the audit of the financial statements

We have bsen appointed as auditor under the Co-operative and Community Benefit Societies Act 2014 and
report in accordance with the Act and relevant regulations made or having eftect thereunder.

Our objectives are fo obtain reasonable assurance about whether the financial statements as a whole are ‘
free from material misstatement, whether due to fraud or error, and to Issus an auditor's report that includes
our opinion, Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with 1SAs (UK) will always detect a material misstatement when [t exists.
Misstatements can arise from fraud or error and are consldered material Iif, Individually or in aggregate, they
could reasonably be expscted fo Influence the economic decislons of users taken on the basis of these

financlat statements.

A further description of our responsibllities for the audit of the financial statements Is located on the Financial
Reporting Council's website at: www.fre.org.ukfauditorstesponsibilities. This description forms part of our
auditor's report. :

tise of our report’

This report Is made solely to the Association’s members, as a body, in accordance with Section 87 of the Co-
operative and Community Benefit Sccieties Act 2014,

Our audit work has been undertaken so that we might state to the Association’s members, as a body, those
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Association and the
Association's members, as a body, for our audit work, for this report, or for the opinions we have formed.

Scott-Moncrieff, Statutory Audltor
Eliglble to act as an auditor in terms of Section 1212 of the Companies Act 2006

Chartered Accountants .
25 Bothwall Street

Glasgow

G2 B6NL.

Date: 1 August 2019
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ANCHO LIMITED

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2019

Turnover
Operating expenditure
Operating surplus

(Loss) on disposal of property, plant and
equipment

Interest receivable and other income
interest payable and similar charges
Revaluation gain on investment
proparties

Surplus for the year

Other Comprehensive Income
Actuarial (loss)/gain in respect of the
Pension Scheme

Total Comprehensive Income

Note
A
4

4,10

9a
9b

12h

20

The notes form part of these financial statements

5,133
(159,022)

139,620

2019
£

3,175,252

(2,449,976)

725,276

(14,269)

711,007

(222,000)

489,007

(11,492)
227
(200,642)

2018
£

2,898,605

(2,323,855)

674,750

(211,907)

462,843

896,000

1,358,843
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ANCHO LIMITED .

STATEMENT OF CHANGES IN CAPITAL AND RESERVES

FOR THE YEAR ENDED 31 MARCH 2019

Share
Capital
: £
Balance at 1 Aprit 2018 50
Total comprehensive income -
Shares issued during the year 5
Shares cancelled in the year (3)
Balanse at 31 March 2019 52
STATEMENT OF CHANGES IN CAPITAL AND RESERVES
FOR THE YEAR ENDED 31 MARCH 2018
Share
Gapital
: £
Balance at 1 April 2017 restated 70
Total comprshensive income -
Shares issued during the year 4
(24)

Shares cancelled in the year

Balance at 31 March 2018

The notes form part of these financial statements

Revenue
Reserve

£
12,382,225
489,007

12,871,232

Revenue
Reserve

£
11,023,382
1,358,843

12,382,226

Total

£
12,382,275
489,007

5

(3)

12,871,284

Tofal

£
11,023,452
1,358,843
4

{24)

12,382,275

12




ANCHO LIMITED

STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2019

Tangible fixed assets
Housing properties
Other Fixed Assels
investment properties

Current Assets
Debtors

Cash and cash equivalenis

Creditors; amounts falling due within

one year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after

more than one year
Pension liabillty

Net Assets
Capital and reserves

Share capital
Revenue reserve

Note
£
12a
12a
12h
14 335,073
15 372,119
707,192
16 (836,785)
17
20
21
22

2019
£

20,020,385
77,955
587,120

20,685,440

(129,593)
20,555,847
(6,972,563}

(712,000)

12,871,284

B2
12,871,232

12,871,284

236,271
739,371

975,642

(730,931)

2018
£

18,693,350
80,503
447,600

19,221,353

244,711

19,466,064

(6,754,789)
(329,000)

12,382,275

50

12,382,225

12,382,275

The Financial Statements were approved by the Board of Management on 1 August 2019 and signed on

their behalf by:

sonya Campbeli - P&fry
© Ghair

Jacqueline Browne
Vice-Chairperson

The notes form part of these financial statements

Jason Mat6ilp
Secretary
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ANCHO LIMITED

STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED 31 MARCH 2019

Note

Net cash inflow from operating 25
activities

Cash flows from investing activities
Purchase of property, plant and
equipment

Proceeds on disposal of property, plant
and equipment

Interest receivable

Cash flows from financing activities
Interest pald

Loan drawdown

Repayment of homrowings

Share capital issued

Net charges in cash and cash
equivalents

Cash and cash equivalents at 1 April 15

Cash and cash equivalents at 31 March 15

The notes form part of these financial statements

2019
£
1,532,032
(1,995,056)
5,133
(1,989,923)
(149,022)
700,000
(460,344)
5
90,639
(367,252)
739,371

372,119

2018
£
1,373,359
(884,186)
12,600
207
(871,359)
(168,642)
(788,510)
4
(957,148)
(455,148)
1,194,519
739,371

14




ANCHO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

1. General Information

The financlal statements have been prepared In accordance with appiicable law and United Kingdomn
Accounting Standards including Flnancial Reporting Standard 162 'The Financlal Reporting Standard
applicable In the UK and Republic of Ireland’ (United Kingdom Generally Accepted Accounting Practice)
and comply with the requirements of the Determination of Housing Requirements 2014 as issued by the
Scottish Housing Regulator and the Statement of Recommended Practlce for Social Housing Providers
issued In 2014, The principal accounting policies are set out below.

The preparation of these financial statements. in compliance with FRS 102 requires the use of certain
accounting estimatas. It also requires management to exercise judgment in applymg the Assoclation's

accounting policies (note 3).

These financial statements represent the results of the Association only, are presented In EGBP and are
rounded to the nearest whole pound.

The Assogiation is a Co-operative and Community Benefit Society limlted by shares and incorporated In
Scotland. The Association is a registered soclal landlord (306) and a registered charity (SC036082), The
registered address is Savereign House, Academy Road, lrvine, KA12 8RL..

The Association Is defined as a public benefit entity and thus the Association complies with all disclosure
requirements relating to public benefit entities.

2. Principal aceounting policies
Basis of accounting

The financlal stataments are prepared on the historlcal cost basls of accountmg subject fo the
revaluation of certain fixed assets and In accordance wlth applicable accounting standards and

statements of recommended practice.
Going cencern

The Board of Management anticipates that a surplus will be generated in the years to 31 March 2020
and 31 March 2021. The Assaciation has a healthy cash position and thus the Board of Management s
satisfied that there are sufficient resources in place to continue operating for the foreseeable future. Thus
the Board of Management continues to adopt the going concern basls of accounting in preparmg the

annual financial statements.

Turnover

Turnover represents rental and service charge income, factoring service income and fees or revenue
grants receivable fram local autharities and from the Scattish Government.

15




ANCHO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

2 Principal accounting pollcies (cont'd)
Apportionment of management expenses

Direct employee, administration and operating expenditure have been apportioned {o the relevant
sections of the Staterment of Comprehensive Income on the basis of costs of staff directly attributable to
the oparatlons dealt with in the financlal statements. .

The costs of cyclical and major repalrs are charged to the Sfatement of Comprahensive income in the
year which they are Incurred.

interest receivable

Interest income Is recognised in the Statement of Comprehensive Income on an accruals basis.

Interest payahie

Finance costs are charged fo the Statement of Comprehensive Income over the term of the debt using
the effective interest method so that the amount charged is at a constant rate on the carrying amount,
Issue costs are initially recognised as a reduction in the proceeds of the associated capital instrument.

Fixed assets - Housing properties

Housing properties are stated at cost less accumulated "depreclation. The cost of such properties
Includes the following:

4. Cost of acquiring land and bulldings,
2. Cost of construction; and
3.  Development expenditure Including adminlstratwon costs.

Works to existing properties will generally be capitaﬁsad under the following circumstances:

) Where a component of the housing property that has been treated separately for depreciation
purposes and depreclaied over its useful economic life is replaced or restored; or

(i) Where the subsequent expenditure provides an enhancement of the economic benefits of the
tangible fixed asset in excess of the previously assessed standard of performance. Such
enhancement can ocour [f the improvements result in an increase in rental income, a material
reduction in future malntenance costs or a significant extension of the life of the property,

Works to existing properties which fall to meet the above criteria are charged to the Statement of
Comprehensive Income. All costs and grants relfating to the share of property sold are removed from the
financial statements at the date of sale, Any grants recelvad that cannot be repaid from the proceeds of

sale are abated,
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ANCHO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

2. Principal accounting policies (cont’d)

Depreciation

1.

Housing propertias

Housing properties are reviewad for impairment if events or circumstances Indicate that the carrying
value Is higher than the recoverable amount. Each housing unit has been spilt between its major
corponent parts. Each major compaonent Is depreclated on a straight line basis over lts expected
economic useful life. The follow]ng major components and useful lives have been Identified by the

Assoclation:

Buildings 50 years Roof 40 years . Doors and windows 25 years -

Bathrooms 25 years Radiators 20 years Boilers 15 years
Rewiras 30 years Kitchens 15 years Land Not
depreciated

Other fixed assets

Depreciation Is charged on other fixed assets so as to write off tha assef cost less any recoverable
value over its anficipated useful life.

The following rates have besn used:-

Furniture and fittings, office equipment and 1T . 20% reducing balance
office equipment and IT 25% reducing balance
Community Link Project Offlces " income with holding properties above

A full year's depreclation is charged in the year of purchase. No charge Is made in the year of
disposal. '

investment properties

The Investment properties are garages owned and rented out by the Association and are held at
market value and nc depreciation Is therefore charged. ,
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ANCHO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

2. Principal accounting policies (cont’d)
Debtiors

Shart term debfors are measured at fransaction price, less any impairment.

Rental arrears

Rental arrears represeant amounts due by tenants for rental of social housing properties at the year end.
Rental airears are teviewed regularly by management and wiitten down o the amount deemed
recoverable. Any provision deemed necessary is shown alongside gross rental arrears in note 14.

Cash and cash equivalents

Cash Is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not mare than 24 hours, Cash equivalents are highly liguid investments that mature in no more
than three months from the date of acqulsition and that are readily convertible to known amounts of cash
with insignificant risk of change in value.

Creditors

Short term creditors are measured at the fransaction price. Other financial liabilities, including bank
ioans, are measured initially at fair value, net of transaction costs and are measured subsequently at
amortised cost using the effective interest rate method.

Financlal Instruments

The Assoclation only enters info basic financial instrumerits transactions that result in the recognition of
financial assets and liabiliies like frade and other accounts receivable and payable and loans from

banks.

Debt instruments (other than those wholly repayable or recsivable within one year), Inoluding loans and
other accounts receivable and payable, are Initially measured at the present value of the future cash
flows and subseguently at amortised cost using the effective interest method. Debt instruments that are
payable or recelvable within one year, typically frade payables or receivables, are measured, initially and
subsequently, at the undiscounted amount of the cash or other consideration, expscted to be paid or
received. However if the arrangements of a shott-term instrument constitute a financing transaction, like
the payment of a trade debt deferred beyond normal business terms or financed at a rate of interest that
is not a market rate or in case of an out-right short-term loan not at market rate, the financial asset or
liability is measured, inlfially, at the present value of the fulure cash flow discounted at a market rate of
interest for a similar debt instrument and subsequently at amottised cost.

Financial assets are derecognised when contractual -rights to the cash flows from the assets expire, or
when the Association has transferred substantially all the risks and rewards of ownership.

Financial liabilities are derecognised only once thé fability has been extingulshed through discharge,
cancellation or expiry.
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ANCHO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

2, Principal accounting policies (cont'd)
Goverhment capital grants

Gavernment capital grants, at amounts approved by The Scottish Government or local authorities, are
paid directly to the Association as required to mest ifs liabliities during the development process. This is
froated as a deferred Government capital grant and is released to income over the useful kife of the
assels it refates to on completion of the development phase. The accrual model requires the Association
to recognise income on a systematic basts over the pericd in which the Association recognises the
related costs for which the grant is intended to compensate,

Government revenue grants

Government revenue grants' are recognised using the accrual model which means the Association
recognises the grant in income on a systematic basis over the period in which the Assomatron
recognises the related costs for which the grant Is intended to compensate.

Non-government grants

Non-government capital and revenue grants are recognised using the performance model. If there are
no performance conditions attached the grants are recognised as revenue when the grarnts are received
or recealvable.

A grant that imposes specific future performance related conditions on the recipient is recognised as
ravenue only when the performance related conditions are met. ‘

A grant received before the revenue recognition criteria are satisfied is recognised as a liability,

Pension

The Assoclation participates in the centralised Strathclyde Penslons Trust defined benefits pension
scheme and retirement benefits to employees of the Assoclation are funded by the contributions from alf
particlpating smployers and employees in the scheme. Payments are made to the Trust in accordance
with perledic calculations by consulting actuaries and are based on pension costs applicable across the
various participating employers taken as a whole.,

The expected cost to the Assaciation of pensions Is charged to Total Comprehensive Income s6 as to
spread the cost of pensions over the service lives of the employses in the scheme taken as a whole.

The difference between the fair value of the assefs held in the Association's defined benefit penston
scheme and the scheme’'s liabilities measured on an actuarial basls usmg the projected unit method are
recognised in the Associatlon's Statement of Financlal Position as a pension schems liability.

Loans
Mortgage loans are advanced by Private Lenders under the terms of individual mortgage deeds in

respect of each property or housing scheme. Advances are available only in respect of those
developments that have been given approval by the Scottish Government.

Operating leases '
Rentals paid under operating Ieases are charged to the Statement of Comprehenswe fncome on a

straight line basls over the lease term.
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ANGHO LIMITER

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

3. Judgements in applying policies and key sources of estimation uncertalnty

In preparing the financlal statements, managément is required to make estimates and assumptions

which affect reported income, expenses,

assets, and liabllitles. Use of avallable informatien and

application of judgement are inherent in the formation of estimates, together with past experience and
expectations of fulure events that are believed to be reasonable under the circumstances. Actual results
in the future could differ from such estimates.

The Board of Management Is satisfied that the accaunting policies are appropriate and applied
consistently. Key sources of estimation have been applied as follows:

Estimate

Valuation of housing properties

Useful fives of property and other

. fixed assats

The maln components of housing
properties and their useful tives

Recoverable amount of rental and
other trade receivabies

The obligations underl the
Sirathclyde Pension Scheme

The valuation of investment
properties

Basis of estimation

Housing Propertieé are held at deemed cost which Is based on
an existing use valuation at the date of transition to FRS 102
of 1 Aprll 2014, :

The useful lives of housing properties and other fixed assels
are basad on e knowledge of senior management at the
Association, with reference to expacted asset life cycles.

The cost of housing properties is split into separately
identifiable components, These components were identified by
knowlaedgeable and experienced staff members and based on
costing models. '

Rental arrears and other trade receivables are reviewed by
appropriately experienced senior management team members
on a case hy case basis with the balance outstanding together
with the payment history of the individual tenant being taken
into account.

This has relied on the actuarial assumptions of a qualified
actuary which have been reviewed and are considered
reasonable and appropriate.

The investment propertles are held at falr value based on the
knowledge of senior management at the Association, with
reference to the valuation of similar properties.
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ANCHO LIMITED

NOTES TO THE FINANGIAL STATEMENTS
FOR THE YEAR ENDED 31 MARGCH 2019

6. Directors’ Emoluments

The directors are defined as the members of the Board of Management, the former Interim
Director/Current Chief Execullve and any other person reporting directly to the former Intetim
Director/Current Chief Executive. The Chlef Executive is remunerated by Cairn Houslng Association
Limited. No directors or members of the Board of Management recelved emoluments (excluding pension
contributions) greater than £60,000 (2018 only the interim director). Na emoluments were paid to any
member of the Board of Management during the year (2078:.£nil).

2019 2018

£ £
Emoluments {excluding pension contributions) to the former
Director ‘ - 45,800
Penslon contributions to the former Director - 2,938
Redundancy and compensation payments to key management
personnel - 22,457
Payments fo the former Interlm Director including VAT 25,840 89,029
Payments for Finance Agency Services - 13,023
Total emoluments and payments pald {o key management
personnel including NI & VAT where applicable 148,415 308,997
2019 2018
£ . E
Total Emoluments (including VAT)
£85,000 - £30,000 - 1
7. Employee Information
2019 2018
Staff costs (including payments to the former Interim Director) £ £
Wages and salarles 563,425 530,772
Social security costs 55,145 49,859
Employers Pension Contributions 80,091 75,678
Movement in Pension Service Costs (note 20) 151,000 74,000
Death In Service/lll Health Cover - 9,546 11,6368
Holiday Pay Accrual 3,058 1,679
Agency Cosls 2,021 -
864,286 743,424

The average weekly number of persons employed by the Asscclation during the year were as follows:

2019 2018 2019 2018

No No FTE FTE

Houslng staff 7 4 7 4
Maintenance staff 2 2 2 2
Administrative and Finance staff 2 4 2 4
Wider Action staff 5 3 5 2
Caretaking staff 4 5 3 5
Total . ' 20 18 19 17
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ANCHO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

8. Gain on sale of property, plant and equipment

2019 2018
£ : £
Sale proceeds (after legal fees) . " 12,600
Less: net book value of disposals ) - {24,092)
- {(11,492)
9a. Interest receivable and other income
2019 2018
£ £
Bani interest ) 5,133 227
8b. Interest payable and simllar charges
2019 2018
E £
On banl foans 144,733 168,642
On loan from parent 7,289 -
Strathclyde Pension Scheme - finance costs {note 20) 10,000 32,000
159,022 200,642
10. Operating surplus for the year
: 2019 2018
Operating surplus is stated after charging: £ £
Depreciation - charged In respect of property, plant and
equipment including loss on disposal of components 664,441 527,897
Gain/{Loss) on disposal of property, plant and equipment - (11,492)
Operating Lease Rental - office : 22,464 19,630
Operaling Lease Rental - vans 6,782 6,667
Auditor's Remuneration — external audit (excluding VAT) 8,000 7,750

Auditor's Remuneratlon — non audit services -

41. Taxation

The Assoclation is a Registered Scotlish Charity and is not liable to United Kingdom Corporation Tax on
its charitable activities. No lax was due In respect of its other activities in the year (2018: £nil).
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ANCHO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 20198 -

12b. Investment properties

At 1 Aprll
Revaluation during the year

At 31 March

2019 2018

£ £
447,500 447,500
139,620 -
447,600

687,120

Investment properties are garages leased to 3rd parties, The turnover and operaling expenditure In
relation to these properties is disclosed in Note &b, There are 179 (2018: 179) investment properties,

The garages ware revalued during the year by Jones Lang LaSalle.

43.  Unit Numbers

Social Housing properties — general needs
Investment properties - Garage units
Community Link Project offices

14. Debtors

Amounts falling due within one year:
Rental arrears
Less: bad debt provision

Factoring arrears
Prepayments and accrued Income
Other debtors

15.  Cash and cash equivalents

Cash at bank and In hand
Balances held in deposit accounts

16.  Creditors due within one year

Bank loans

Trade creditors

Rents in advance and homeowner floats
Deferred Government capital grants
Accruals and deferred income

2019 2018

£ £

672 672
179 179

2 2

853 853
2019 2018

£ £
183,550 181,699
(66,163) (33,905)
117,387 147,794
10,599 23,185
40,354 65,292
166,733 -
335,073 236,271
2019 2018

£ £
99,213 80,398
272,906 658,973
372,119 739,371
2019 2018

£ £
470,206 448,856
205,464 46,745
58,661 84,064
532 532
101,922 160,734
836,785 730,931
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ANCHO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

17. Creditors due after more than one year

18,

2019 2018
£ £.
Bank loans : 6,248,111 6,729,806
Loan from parent 700,000 -
Deferred Government capital grants 24,452 24,984
‘ 6,972,563 6,754,789
Bank loans
Amounts falling due in:
One year or more but less than two years 478,900 470,208
Two years or mare but less than five years 1,489,072 1,462,824
Fi\._fe years of rore 4,280,139 4,796,775
6,248,111 6,729,805

The Natlonwide Building Society holds a standard securlty on 492 of the Association's 672 housing
propertles. The loan is a variable rate interest loan and Is repayable-in 2036. Interest is payable at
LIBOR + 1.47% per annum,

All of the Association’s bank borrowings are repayable on a quarterly basns with the principal being
amortised over the term of the loan.

The loan from Caim Housing Assoclation Limited Is a fixed interest rate loan and is repayable on the
25™ anniversary of the date of the first advance which was 27 September 2018. The interest rate |s

3.5% per annuim.

Deferred Government caplital grants 2019 2018
£ £
Houslng grants '
At 1 Aptit ) 25,5616 . 26,048
Grants received in year - -
Released to income in year (532) (532)
At 31 March : ' 24,984 25,516
Spilit:
Due within one year 532 532
Nue between one and two years 532 532
Due between two and five years 1,696 1,596
Due in five years or more 22,324 22,856
At 31 March . 24,984 25516
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ANCHO LIMITED

NOTES TO THE FINANGIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

19.

20.

Financial instruments

Financial assets
Cash and cash equivalents
Financial assets measured at amortised cost

Finangial liabilities
Financial liabilities measured at amortised cost

2019 2018

£ £

372,119 739,371

318,119 214,309
690,238 953,680

7,733,503 7,383,340

Financial assets measured at amortised cost comprise rental arrears, factoring arrears, other debtors

and accrued income.

Financlal liabilities measured at amortised cost comprise bank loans, trade creditors, homeowner floats,

accruals,

No financial assets or financiat liabllities are held af fair value.

Refiremaent Benefit Obligations

The Assoclation contributas to Strathclyde Pensfon Fund administered by Glasgow Council, a defined
benefit scheme, which Is externally funded and contracted oul of the State Earnings-Related Pension
Scheme. The assets of the schems are held in a separate irustes-administered fund. The pension
costs are assessed with the advice of independent qualified actuaries, using the projectad unif
method. The date of the valuation was 31 March 2019.

The assumptions and other data that have the most significant effect on the determination of the

contribution levels of the scheme are as follows:-

inflation / Pension Increase Rate
Balary scale increases per annum
Discount rate

201¢
2.4%
. 3.6%
2.5%

The estimated split of assets in the scheme and expected rate of return were:-

Equities
Bonds
Property
Cash

Based on these assumptions, the average future life expectancles at age 85 are summarised below:

Current pensioners
Future pensioners

2019
64%
24%

10%

2%

Maies
21.4 years
23.4 years

2018
2.3%
3.5%
2.7%

2018
70%
18%
11%

1%

Females
23.7 yoars
25.8 years
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ANCHO LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

20. Retiroment Benefit Obligations (continued)

Estimated employer asset share

Present value of scheme llabillties
Present value of unfunded labilities

Total value of llabilities

Net Pensicn (Liablility)
Analysis of amount charged to operating surplus

Service costs
Employers’ contributions

. Total operating charge

2019 2018

£ £
4,314,000 3,994,000
- (5,026,000)  {4,323,000)
(5,026,000)  (4,323,000)
(712,000) (329,000
2019 2018

£ £
(231,000) (151,000)
80,000 77,000
(151,000) (74,000}

The service costs include an eslimation of the impact of the McCloud case {£62,000) and GMP

aqualisation (£9,000).

Analysis of amount credited to other finance income

Interest Income on Plan Assets
interest on pension scheme llabllitles

Total Net interest

Total defined benefit cost in Total Comprehensive Income

Analysis of recognised Comprehensive Income

Actual return less expectad return on pension scheme assets
Experience gains and losses arising on the scheme liabilities
Changes in financial assumptions underiying the present
Changes in demographic assumptions

Value of the schame assets

Actual {loss)/gain In pension plan recognised in Other
Comprehensive Income

Movement in pension deficlt during the year

Deficit at the beginning of the year
Current service cost

Employers contributions

Past service costs

Estimated Benefits paid

Net returns on assets

Actuarlal galn/(loss)

Deficit at the end of the year

2019

2018

£ £
109,000 111,060
(119,000)  (143,000)
(10,000} (32,000)
(161,000)  (106,000)
2019 2018

£ £
131,000  (287,000)

- 871,000
(353,000} 324,000
- (12,000)
(222,000) 896,000
2018 2018

£ £
(320,000 (7,719,000}
(160,000  (157,000)
80,000 77,000
(71,000) -
(10,000) (32,000)
(222,000) 896,000
(712,000)  (329,000)
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ANCHO LIMITED

NOTES TO THE FINANCIAL. STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2019

21. Share Capital

2019 2018

£ £

Shares of £1 fully pald and issued at begmning of year 50 70
Shares issued during year 5 4
Shares cancelled during the year (3) {24)
Shares issued at end of year 52 . 80

Each member of the Association holds one £1 share in the Association. These shares carry no right
fo dividend or distributions 'on a winding up. When a shareholder ceases fo be a membaer, that
person’s share is cancelled and the amount paid thereon becomes the property of the Association,
Each member has a right to vote at members’ meetings.

22, Revenue reserves

23,

24,

Revenue reserves represents the cumulative surpluses and deficits.

2019 2018
Capital commitiments £ £
Contracted but not provided 122,662 148,985
Approved but not contracted for . -
122,662 148,885
The above commitmants will be financed by:
2019 2018
£ - K
Loan from parent 122,662 -
Assoclation’s own resources _ - 148,986
- 122,662 148,985
2019 20192 2018 2018
Operating lease commitments Office  Equipment Cffice Equipment
£ £

Total commitment due within: -
Within one year 19,630 2,867 19,630 2,732
Between one and five years 9,815 - 29,445 2,505
29,445 2,867 49,075 5,237
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25, Statement of Cash Flows

2019 . 2018
£ £
Reconciliation of net cash inflow from operating activities as at
31 March 2019 ' ,
Chparating Surplus 725,276 674,750
Depreciation (inctuding loss on disposal of components) 670,589 536,029
Release of deferred government grants {532) (632)
(Increase)decrease in debtors (98,802} 83,182
Increase in credltors 84,504 5,954
Shares cancelled during the year (3) (24)
SPF - staff costs 151,000 74,000

1,532,032 1,373,359

26. Related Party Transactions
Committes Members

No member of the Association received any fee or remuneration during the year (2078 £nify. Members
of the Board of Manageément wers reimbursed for out of pocket travel and accommodation expenses
amounting to £2,002 (2018: £507).

Some members of the Board of Management are tenants of the Association. The tenancies of these
Board Members are on normal terms and the members cannot use their pasition to their advantage.

The total rent pavable In the year relating to tenant Board members is £11,930 (2078: £7,946). The (otal
rent arrears relating to tenant Board members included within debtors at the year end is £308 (2078:
nif). These were technlcal arrears paid In April 2019. The total prepaid rent relating to tenant Board
members included within creditors at the year end is £nil (2078 £359)..

Key Management Personnel

The total rermuneration {including pension coniributions and benefits in kind} paid to Key Management
who are deemed to be the Executive Officers as noted was £148,415 (2018: £308,997).

Finance Agency Costs

During the year, Cairn Housing Assoclation charged ANCHO finance agency fees of £6,332 (2018:
£8,023) up until the date of the strategic partnership, 1 November 2018.

Management Charges

During the year Calrn Housing Association Limited charged ANCHO management charges of £37,242
(2018: £nif).

Loan

During the year ANCHO received loans of £700,000 from Cairn Housm% Association Limited. Interest is
charged on the loan at 3.5% per annum. Repayment is due on the 257 anniversary of the date of the
first advance which was 27 September 2018.
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27,

28,

Contingent llabllity .

The Association owns a riverbank in Irvine which may require remedial work in the future. The
Assoclation Is not able to reliably measure the cost of any work and is uncertain as to whether any
remedial work will actually be required.

Legislative provisions
The Association is Incorporated In Scotland under the Co-operative and Community Banefit Socleties

Act 204,

a3




