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The Board of Management presents its report and audited financial statements for the year ended 31 March
2018.

Overview of Business

The principal objects of ARK Housing Association {ARK) are to provide quality homes for rent to anyone
in the community and to provide care and support for those with learning disabilities.

Mission, Values, Vision, Objectives

Vision

ARK will play a significant part in improving Scottish society and living environments. We will change
lives for the better and will encourage communities to be available and welcoming to people who require
support in life.

Mission

Our mission is to provide the best regarded care, housing and support services in Scotland for families,
children and adults of all ages who require support to have a good life and to build life-long and life-
enhancing relationships, whilst promoting the right of people to have a life free from poverty and
discrimination.

Values
Qur values are the beliefs and behaviours that determine the culture of ARK and which are the

foundations for the delivery of quality services and the nature of individual and corporate relationships.
They guide the spirit in which we will operate.

We believe in:
# The worth of each person;
e Trusting relationships;
¢ Understanding difference;
e Challenging oppression;
e Personal and organisational accountability;
o Caring for the environment; and

¢ Enjoyment.

Objectives
ARK has in place a 5-year Business Plan and develops its strategic objectives using the Balanced
Scorecard approach.

This transforms ARK’s Business Plan into a detailed operational plan with objectives, targets, initiatives
and tasks for staff at all levels of the organisation. It provides a framework that not only provides
performance measurements but helps ARK identify what should be done and what should be measured,
including the identification of business critical issues and activities, through regular review. As a result,
it enables ARK’s Executive Team to fully execute ARK’s strategy.
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Structure, Governance and Management

ARK is incorporated under the Co-operative and Community Benefit Societies Act 2014 and is registered
by the Financial Conduct Authority. ARK, a Registered Social Landlord and a registered charity, was
established in 1977 under a Memorandum of Association which established the objects and powers of the
Association.

ARK is governed by a voluntary Board of Management (the Board) and the management of ARK is
delegated by this Board to the Executive Officers. Governance, management policies and procedures that
sct the parameters for those matters to be dealt with by the Board, and those which can be dealt with by the
Executive Officers, have been approved by the Board. Meetings of both parties are held on a regular basis
throughout the year and are conducted in accordance with ARK’s reporting procedures.

The Board has two sub-committees (Finance and Audit) each with specific terms of reference and functions
delegated by the Board and with a member of the Board as their Chair. The Board also established an
Executive Committee with delegated authority for decision-making in particular circumstances. The Board
and Executive Officers of ARK serving during the year are listed on page 4.

Each member of the Board holds one fully paid share of £1 in ARK. The Executive Officers of ARK hold
no interest in ARK’s share capital and, although not having the legal status of Directors, act as Executives
within the authority delegated by the Board.

ARK has a documented policy for recruitment to the Board and the recruitment process is structured in
such a way as to ensure that those appointed to the Board have the required diversity of skills, interests
and experience. ARK has established twice-yearly induction days and is creating additional learning days
for Board members to ensure they maintain and enhance their contribution to Board
Govermnance. Continuous learning requirements will be captured through a Board Effectiveness Survey.

ARK has two fully controlled subsidiaries in Ark Services Limited and Ark Commercial Investment
Limited.

Ark Services Limited was set up to develop housing for those who are aged, infirm or disabled and in need
of housing and associated amenities. As a registered charity, it was able to access Special Needs Capital
Grant funding which was not available to Housing Associations.

Ark Commercial Investment Limited was set up as a vehicle to provide student accommodation in a former
care home. As a commercial entity it leased the building from ARK and established a management contract
to ensure high levels of occupancy throughout the academic year and a high level of take-up during holiday
periods.

ARK has in place a management service contract with Ark Services Ltd and Ark Commercial Investment
Limited to provide management and professional services to these organisations.

The financial statements of Ark Services Limited and Ark Commercial Investment Limited are
consolidated in the ARK Group financial statements.

Financial Review

Group turnover for the year was £21.4m (2017:; £20.2m), an increase of 5.9% on the previous year. The
Care and Support business reported above budget performance mainly as a result of backdated increases in
Local Authority rates to accommodate the payment of Scottish Living Wage to staff but also the financial
benefits are now coming to fruition following the restructure of Care and Support last year. In addition,
the Housing business again exceeded the budgeted surplus for the year, due, in the main, to savings in
employee costs,

The group surplus for the financial year was £2.3m, compared to £7.6m in 2017. The surplus in the
previous year includes £7.0m in relation to the amendment to the pension recovery plan.
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Ark Services continues to receive rental income for four sites in Aberdeen City and generated a surplus
of £320k in the financial year (2017: £293k).

Ark Commercial Investment Ltd showed a surplus at the year end of £3.9k compared to a break even
position in 2017.

The ARK Group presents an increased balance sheet position of £10.9m (2017: £8.6m) predominately as
a result of the re-measurement of the pension scheme deficit. The closing cash balance was £5.3m, an
increase of £1.5m in the year.

Reserves

Total reserves increased by £2.2m on 2017 reserves. £422k of this relates to movement in Local Authority
creditors.

General funds are unrestricted funds that are available for use at the discretion of the directors in
furtherance of the general objectives of the association and which have not been designated for any other
purposes.

At the year end there are two restricted reserves that were transferred from Rymonth Housing Society and
also a third restricted fund that relates to monies raised on behalf of the West Adam Street project.
Discussions on how these funds should be spent has commenced post year end. During the year a legacy
of £2,000 was received for the benefit of staff at Southhouse and the funds ring fenced in a restricted
reserve. Details of these are set out in note 8.

Treasury Management

The Board reviews ARK’s treasury management arrangements bi-annually. ARK holds surplus working
cash reserves in an investment portfolic with Brewin Dolphin with the remaining cash funds being held in
instant access and 7 day notice deposit accounts.

Readily liquefiable assets are held at a balance of at least an amount equivalent to two months salary costs
(approximately £3.1m), which is considered sufficient to cover operational working capital requirements.

Borrowings are secured based on a mix of fixed and variable rate finance. Approximately 37% of Group
funds are secured on a fixed borrowing rate and 63% on a variable rate.

Fixed assets
Changes in fixed assets in the year are set out in notes 9 to 12 of the financial statements.
Pension contributions

ARK is a member of the Scottish Housing Associations’ Pension Scheme (SHAPS), administered by The
Pensions Trust. It is a multi-employer scheme where the assets are co-mingled for investment purposes,
benefits are paid from the total scheme assets and the contribution rate for all employers is set by reference
to the overall financial position of the scheme rather than by reference to individual employer experience.

The 2015 valuation exercise showed a marked decrease in the scheme deficit to some £198 million (from
£304 million) as a result of increased contributions, improved asset performance and amendment of key
factors such as covenant strength, mortality rates and average salary increases to reflect the nature of
Scottish housing association employers and employees.

As a result of the reduced level of deficit, the SHAPS Committee chose to maintain contributions and
reduce the recovery plan period. As a result, if all influencing factors remained the same, ARK’s end date
will be some 6-7 years from now.

The next valuation exercise will be performed in September 2018.
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Annual Review

Over the past year ARK has been focusing on creating the foundations for the fiture through the local
business plans for Care and Support services integrated with a developing asset management strategy.
Maintaining staffing structures in Care and Support and attending to retention as well as recruitment has
been key and despite a challenging financial environment we were able to pay the increased Scottish
Living Wage (SLW) of £8.45 from 1% May 2017. Throughout the year we continued to forensically
analyse our income, costs and staff deployment in preparation for a proposed new ICT system that will
support efficiency and smarter working.

We initiated the work on Self Directed Support (SDS) with a full time project manager to support the re
shaping of the business model and good progress has been made. We continue to work towards the
Energy Efficiency Standard for Social Housing (EESSH) requirements and whilst we can demonstrate
high levels of tenant satisfaction in many areas there are some areas where we will be engaging further
with our tenants to understand what we can do better. The tenant and service user governance scrutiny
group, the HUB group has had its first full year of operation and has proved an invaluable source of
feedback and scrutiny on tenant and care service issues. This year the Board of Management undertook
its first detailed self assessment of governance and is implementing the subsequent improvement plan in
the coming year.

We continued to maintain high standards of care services in the majority of our services and where we
fell below our own stated standards we quickly initiated thorough service reviews resulting in increased
grades. Our organisational development strategy continues to deliver high quality leadership management
and other mandatory training and development to our staff and once again our report from the Scottish
Qualifications Authority was excellent. We are on track for meeting the requirement for staff Scottish
Social Services Council (SSSC) registration.

Finally, in preparation for the General Data Protection Regulation (GDPR), we undertook a gap analysis
and every department is now prepared for the new regulatory expectations.

Business Review
Scope of Review
This review refers to ARK Housing Association only. Equivalent material for its subsidiaries, Ark

Services Ltd and Ark Commercial Investment Ltd, is included in their separate Annual Reports and
Financial Statements.

Asset Management and Housing Services
Asset Management

Following on from the Scottish Housing Regulator’s (SHR) previous Scottish Housing Quality Standards
compliance date of March 2015, ARK has continued to upgrade the quality of its housing stock through
improving the built environment for service users, mainstream tenants and staff. ARK seeks, as a
minimum, to maintain compliance with the quality standards through regular stock condition survey
updates and the development, and implementation, of a 30-year repairs and maintenance plan.

ARK’s next quality challenge from the SHR is the EESSH standards. The SHR monitors and reports on
Registered Social Landlords® (RSL) progress towards compliance with EESSH on an annual basis and
aims to encourage RSLs to improve the energy efficiency of social housing in Scotland.

The EESSH regulations set a single minimum energy efficiency rating for landlords to achieve, which
can vary as a result of the property type and the fuel used to heat it. RSLs must ensure that they achieve
the relevant minimum energy efficiency rating by the first milestone of 31% December 2020.
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The range of energy efficiency measures which ARK will consider includes the following:
¢ Loft insulation / top up floor insulation;
¢ Double / secondary glazing;
e External wall insulation;
¢ Heating controls;
o Replacement storage heating;
e Energy-saving lighting; and
o Boiler replacement with modern, efficient condensing boilers.

An annual update is given to the SHR on ARK’s progress on implementing its EESSH plans. Therefore,
ARK is well aware of its compliance levels, and will have taken appropriate actions significantly before
the deadline.

ARK’s performance on meeting performance standards in repairs and maintenance in 2017-18 has been
as follows:

* Average number of reactive repairs completed per property 3.54

e Average time to complete emergency repairs (standard of 12 hours) 4.26 Hrs
¢ Average time to complete non-emergency repairs (standard of 10 days) 5.57 days
e Percentage of reactive repairs completed right first time 97.54%

¢ Percentage of tenants satisfied with repairs and maintenance service 94.28%

Through almost £1 million of investment, ARK has progressed with its repairs and maintenance
programme through, for example, installing new kitchens, bathrooms and boilers at a number of locations
across the country, ensuring fire, electrical and gas safety as well as dealing with routine maintenance

requests.
Housing Services

Despite Scottish Legal Aid Board funding for welfare advisors posts being withdrawn at the 31% March
2017, ARK continued to support tenants during a time of ongoing Welfare Reform with the roll out of
Universal Credit, “Live Systemn”, in 9 of the 13 Local Authorities in which ARK operates. The other 4
remaining areas (Perth & Kinross, The Moray Council, Aberdeen City Council and the City of Edinburgh
Council) will transfer over to the “Live System” between April 2018 and October 2018.

Some 96% of the tenants affected by under-occupancy charge continue to get Discretionary Housing
Payments to mitigate the effects and, in addition, we supported 1 tenant to make a Welfare Fund
application, which was awarded. One Housing Services Officer made a successful referral to a Local
Authority Welfare Rights team for a terminally ill tenant and the outcome of this was a positive one for
the tenant.

A 2% increase to rents was applied at 1/4/2017 and throughout the year 97% of the rental income due for
the year was collected. Total rent arrears decreased slightly to 2.64%, (2017 2.69%) of gross
rental income. For current tenants the amount due by tenants amounted to 0.5%, whilst the arrears due to
housing benefit accounted for 1.76%, (2017 1.9%).

We served five Notice of Proceedings for recovery of possession due to rent arrears. However, none of
these cases were taken to court during the year. Former tenant arrears at 31* March 2018 amounted to
£15,451 because of these cases but only £4,658 of this debt was written off. We will continue to pursue
the former tenants for payment throughout 2018-19. There were no abandonments in the year and

Page 9 of 57



ARK HOUSING ASSOCIATION LIMITED

REPORT OF BOARD OF MANAGEMENT
31 MARCH 2018

tenancy sustainment levels remaining high with more than 94.44% of tenants remaining in the tenancy
for more than one year.

We are part of the Common Housing Register (Edindex) within Edinburgh, which also holds a housing
list for the other areas where we have housing. This year, 96 applications were assessed and added to the
housing list and 27 were cancelled for a variety of legitimate reasons. At the end of the year ARK had a
total of 276 people requesting to be rehoused by ARK in areas outwith Edinburgh. Within Edinburgh,
there were 21,130 applicants on the Housing Register at 31* March 2018.

Our stock turnover rate in the year was 9.63% and we allocated 28 self contained properties and 9 rooms
within shared properties. The average number of days to re-let decreased from 40 days to 28.6 days and
100% of these tenants were very satisfied or satisfied with the condition of the property when moving in.

At the end of the year there were no self-contained voids waiting to be re-let and the total rental loss to
voids was £46,634 or 1.65 % of the rental income. This is a substantial improvement on the previous year
when £69,807 was lost in rent {2.62% of the total rental income).

During the year, the three-yearly Tenant Satisfaction Survey was undertaken by an external consultant.
Overall tenant satisfaction remained the same with 81% of tenants saying that they were very satisfied or
satisfied with the overall service provided by us. However, within this figure some ups and down could
be seen. For example, satisfaction with being kept informed fell from 80% to 70%, satisfaction with
repairs fell from 94% to 77%, quality of their home rose from 83% to 86% and value for money rose
from 62% to 72%. The results of this survey have led to the development of a detailed Tenant Service
Improvement Plan involving both the Housing Services and Property Management Departments.

Care and Support Service Quality

ARK was able to maintain the high quality services provided in previous years with its average Care
Inspectorate grade during the year increasing from 4 to 4.3 (good) across all of its services.

Out of a total of 40 Care Inspectorate grades awarded or held during this period, 4 grades were 6
(excellent), 16 grades were 5 (very good), and 8 grades were 4 (good). Whilst there was a slight
reduction in the number of grades of 4 awarded during this period, this was offset by an increase in the
number of grades of 5 awarded.

During this period ARK received 11 grades of 3 (adequate) across its services, and 1 grade of 2 (weak)
in its Borders East service. Whilst there was a slight increase in the number of grades of 3 that ARK
was awarded, and ARK considers grades of less than 4 to be unacceptable, it was nevertheless positive
to note that there was a drop from the previous year in the number of grades of 2 which were awarded,
which supports the improving picture across all services.

In ARK services where a lower grade than 4 has been received, as well as a detailed action plan being
put in place to support improvement, a service review is conducted, in accordance with ARK’s
corporate objectives. These reviews involve a detailed audit by a manager from another area, with
results being reported to senior management within ARK. Further, within the Borders East Service,
specific pieces of work are being undertaken both with the local authority, and with the staff team, to
support improvement in relation to the issues identified by the Care Inspectorate, which are unique to
that service.

ARK is confident that the measures which have been put in place to address grades of less than 4 will
support continued improvement in relation to both service delivery and Care Inspectorate performance.

During this period ARK’s service user questionnaire was reviewed and simplified to take account of the
new Health and Social Care Standards, which set out what we should expect when using health, social
care or social work services in Scotland. This year’s survey confirmed that 98% of those people who
responded, who use ARK care and support services, either agreed or strongly agreed that they are happy
with their care and support.
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ARK’s stakeholder surveys, which capture feedback from third parties such as family members, carers
and professionals, showed that 85% of family members, and 94% of professional stakeholders either
agreed or strongly agreed that the person using the service was happy with the service provided by
ARK.

Participation
Whilst during this year there were changes in personnel within the Participation Team, ARK continued to

offer a range of opportunities for our service users and tenants to get involved in managing, monitoring
and shaping the services that ARK provides.

ARK’s service user Voices Group met 4 times at the office in Edinburgh and offered a number of service
users from different geographical locations a chance to participate in an open forum which discusses
issues that are relevant to ARK’s work and that are relevant to the wider community. For example, the
group talked about the 2016 Survey Report and gave their feedback about ways to improve the surveys in
future, which feedback was used to develop ARK’s surveys in line with the new Health and Social Care
Standards. The Voices Group also participated in the launch of ARK’s 40th birthday DVD which had
been created with support from ARK service users and tenants, It also worked with external facilitators
from the National Involvement Network (NIN), to evaluate how ARK is putting the NIN Charter for
Involvement into practice. The group is regularly attended by members of ARK’s Executive Team and
Board, and offers an excellent opportunity for service users to engage with ARK’s leadership and staff.

The service users and tenants involved in ARK’s Working Group met 6 times during the year. Members
of the Working Group look at how ARK does its business, review ARK policies such as ‘Managing
Money’ and the ‘Risk and Vulnerability Assessment’ and work on reports such as the annual report on
the Scottish Social Housing Charter. The Working Group continued to be particularly involved in the
review of ARK’s Recruitment Policy and involving service users in interviewing new staff. One of
ARK’s Area Managers regularly attends this group in order to create a link with senior management,

ARK has built on the good work undertaken in previous years in relation to developing service user
Speak Out groups. As part of this, certain support workers act as Speak Out Workers and take
responsibility for planning, running and following up on service user speak out meetings. These groups
provide ARK with direct information about what is working or not in the services and the real needs of
service users. To date there are 12 active speak out groups and over 150 service users involved in Speak
Out activities. ARK’s Tenant and Service User Participation Officer continues to engage with local staff
teams to create speak out groups in areas where there is interest, but no Speak Out Worker.

During 2017-18, ARK’s tenant and service user scrutiny group (the Hub Group) continued to meet
regularly to review how ARK operates. The Hub Group is independently facilitated and, therefore,
operates independently from ARK. The group enjoys autonomy to decide which areas of ARK’s
business and operations it wishes to review. The group worked to establish links with other ARK service
user and tenant groups, reviewed Care Inspectorate reports, considered aspects of certain ARK policies
and liaised with members of ARK’s Senior Leadership Team and Board as necessary in relation to its
work.

ARK service users continue to make connections with local communities and external groups and
agencies. ARK tenants and service users are actively engaged in the National Involvement Network and
with Learning Disability Alliance Scotland, which are organisations that help people who use services to
have more control over their lives.
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Investment in staff training

ARK is committed to investing in all staff to provide the best support possible to the people who use our
services. It is in year two of a new three-year Organisational Development Strategy and is currently
focusing on the following:

* to gain accreditation of our internal management development programme accredited by Napier
University, by the SSSC as a recognised management award for SSSC Registration;

* to implement service registration plans required by the SSSC;

¢ to embed the SVQ e-portfolio system;

» to further develop ARK’s E-Learning system for all staff;

* to develop training and work based training that meets service user outcomes;
» to measure the impact of L&D interventions;

» toincrease leadership and management capability across ARK;

e To continue developing Resource Link, which is ARK’s HR, Learning & Development and
Payroll system.

The majority of ARK’s staff is within the scope of the SSSC registration. ARK is working towards
registration timescales and currently has 43% of its staff qualified. This investment in staff
qualifications has been greatly aided by the continued support from the Voluntary Sector Development
Fund.

ARK is continuing to work with West Lothian College to support Managers to complete their SVQ
Level 4 qualifications in Health and Social Care and Management.

Employee Involvement and Consultation

ARK continues to recognise Unite the Union and has a longstanding Recognition Agreement in
place. Consultation with staff representatives and a full-time Union Official takes place on a regular
basis and this year Unite continues to work, with ARK’s support, to improve its membership/staff
representative committee. ARK’s full time official has visited a number of services to recruit new
members and this has been a success. We have also improved our Employee Representative numbers
that sit on the Committee and are delighted that we now have a much more representative view of the
staff across ARK. This year we will welcome a new full time official to work with ARK and carry on the
excellent relationship we have enjoyed over the years.

Investors in People

ARK is in the final year of the IIP Gold Award and we will be undertaking work in the coming months to
prepare for reassessment under the new release of IIP. As part of this review we will consider ARK’s
overall quality and continuous improvement framework to ensure that IIP compliments our approach.

Healthy Working Lives

During this year ARK continued its participation in the Healthy Working Lives Award Programme. This
involved an employee-led working group rolling out a programme of activities and information
campaigns on issues which could affect employees’ health and wellbeing. The efforts of the Group, and
those ARK employees who participated in campaigns, were recognised by the independent body which
oversees the awards programme, the Scottish Centre for Healthy Working Lives, which confirmed that
ARK had successfully maintained the Healthy Working Lives Bronze Award.
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Employee involvement and health and safety

ARK continued to encourage employee involvement at all levels in relation to meeting our Health and
Safety responsibilities. As part of that commitment, ARK’s full-time Health and Safety Adviser
continued to support our local staff teams in all geographical locations with regular Health and Safety
visits and advice.

A quarterly Health and Safety newsletter was circulated to all staff, containing information on current
documents for consultation, new policies and general updates on health and safety issues. Regular
Managers’ briefing sheets and alerts were issued, to respond to issues and queries raised by individual
Managers but which also had a wider learning impact.

Health and Safety statistics, updates and incidents to note were reported quarterly to the Senior
Leadership Team, Executive Team, and to the Audit Sub-Committee, in order to maintain a focus on this

important area.

Funds held as Custodian Trustee on Behalf of Others

During the year ARK held 131 bank accounts in trust on behalf of service users. These accounts are kept
separate from funds held by the Association and controls monitored by the Care Inspectorate are in place to
ensure the safe custody of said funds.

Risk Management

The services provided by ARK, in particular to those with learning difficulties, are inherently risky.
However, ARK has in place policies, procedures, and guidelines to manage these risks. Risk assessments
are carried out for each service user and are regularly reviewed. Also, within Care and Support, a regular
system of reviews is in place, which is carried out at various management levels to ensure that risks to
service users and ARK employees are properly managed and to support best practice. ARK also benefits
from the expertise of its internal and external auditors. The internal audit programme is agreed with the
Audit Sub-Committee on behalf of the Board, and deals with areas of risk across the organisation,
including within Care and Support.

A system of exception reporting to the Executive Officers and the Board, that includes remedial risk
assessment and action reports, ensures that learning and improvement from Reporting of Injuries,
Diseases and Dangerous Occurrences Regulations and serious incidents is identified and acted upon.
ARK implements a Strategic Risk Register to ensure that once they are identified, risks are monitored,
managed and reported.

The key risks to the organisation and the appropriate mitigations against these risks are as follows:

¢ Risk — that ARK does not operate within the standards required and guidelines defined by its
regulators and legislation, leading to resultant harm or abuse of tenants or service users, staff or
members of the public and/or punitive consequences for the organisation and /or staff.
To mitigate against this risk ARK is engaged as follows:
o ARK reviews the strategic and operational returns checklist monthly and has included in
the audit function reporting on Care Inspectorate requirements;

o ARK’s Audit Sub-Committee regularly scrutinises and reviews the risk process. The risks
are reviewed monthly by the SLT and ET and short-term business critical risks identified
and addressed;

ARK regularly audits personal risk assessments in support plans;

ARK has a policy and procedure review timetable that is reviewed monthly by the Senior
Leadership Team;
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o ARK’s Audit Sub-Committee that regularly scrutinises and reviews the action plans on
Exceptions' requirements. The actions are reviewed quarterly by the SLT and ET;

o ARK implements the best practice guidelines from the SHR and the Care Inspectorate
and has developed a highly visible audit trail of complaints and exceptions that is
reviewed by the Board, Hub Group and senior leadership. ARK operates a whistle
blowing policy and actively promotes a culture of learning from complaints and trends.

Risk — that ARK fails to remain a going concern and that ARK expenditure exceeds income as a
result of Care and Support services not operating within financially sustainable models.

To mitigate against this risk ARK is engaged as follows:

o negotiating with each Local Authority to secure sufficient funding to cover the impact of
payment of the Scottish Living Wage for both direct care hours and sleepover hours;

o ARK is actively supporting Coalition of Care and Support Providers in Scotland (CCPS)
negotiations with the Scottish Government on the Scottish Living Wage issue;

o ARK is also reviewing all costs within Care & Support with a focus on agency,
participation, training costs and central overhead costs;

Risk — that ARK delivers poor quality care and support to its service users and that ARK does not
deliver agreed outcomes in Care & Support Good Life plans.

To mitigate against this risk ARK is engaged as follows:

o undertaken a full review of the recruitment process and review of exit interviews,
resulting in change of approach;

o local people plans are in place to ensure that the Care & Support staff has the required
SVQ qualification by the required date, that inductions are fully implemented within
planned timescales and are reviewed regularly;

ARK'’s Management Development Plan is in place;

the Scottish Living Wage has been implemented;

the outcomes framework is being implemented for all service users;

the updated Care and Support staffing structure was fully implemented by March 2017,
regular surveys of service users are undertaken;

policy and procedures for complaint handling are in place and reviewed regularly;

o 0o o 0o O 0 0

an annual training plan is in place, which is monitored and updated for service level
changes; and

o a Scottish Social Services Council policy and procedure has been developed.

ARK also operates an organisational regulatory checklist that is reviewed each month by officers and
regularly by the Audit Sub-Committee on behalf of the Board. In respect of Health and Safety, the
checklist is supported by ARK’s Health and Safety checks and audit system.

The Audit Sub-Committee advises the Board on issues of risk, control and governance and has a remit
from the Board to monitor and review in the five key areas of internal and external audit functions,
compliance with relevant statutory regulations, compliance with ARK’s policies and procedures and
health and safety management.
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ARK HOUSING ASSOCIATION LIMITED

REPORT OF BOARD OF MANAGEMENT
31 MARCH 2018

Plans for the Future

ARK continues to focus on delivering good quality homes for all and care and support services for people
with complex needs. Through adopting and developing the SDS model within the timeframe of the new
business plan, those who use ARK care and support services can expect to have much more control over
their lives. We wish to further enhance our tenant and customer engagement and this year we will be
undertaking a review of everything that we do in that area.

ARK will focus on keeping rents at an affordable level and continuing to invest in our property portfolio
to ensure that all regulatory standards of energy efficiency and quality are met. We intend to pursue two
housing development projects in the Lothians.

We will finalise the local business plans early this year and that will ensure that all our development,
resource allocation and services are locally focused and responsive.

Going Concern

The Board of Management has reviewed the results for this year and has also reviewed the projections for
the next five years. The Board, therefore, has a reasonable expectation that ARK has adequate resources
to continue in operational existence for the foreseeable future. For this reason, the going concern basis
has been adopted in these financial statements.

Auditors

A resolution to re-appoint Chiene + Tait LLP as auditors for the ensuing year will be proposed at the
annual general meeting.

By order of the Board of Management

The Priory

Canaan Lane

Edinburgh

EH10 48G Ann Lyon (Chair) Date: 20 September 2018
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ARK HOUSING ASSOCIATION LIMITED

STATEMENT OF BOARD RESPONSIBILITIES
31 MARCH 2018

The Board is responsible for preparing the report and financial statements in accordance with applicable
law and regulations.

The Co-operative and Community Benefit Societies Act 2014 and social housing legislation require the
Board to prepare financial statements for each financial year which give a true and fair view of the state
of affairs of the Association at the balance sheet date, and of its income and expenditure for the year
ended on that date.

In preparing these financial statements, the Board is required to:
* select suitable accounting policies and then apply them consistently;
¢ make judgements and estimates that are reasonable and prudent;

¢ state whether applicable accounting standards and the Statement of Recommended Practice have
been followed, subject to any material departures disclosed and explained in the financial
statements;

e prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the association will continue in business; and

e prepare a Staternent on Internal Financial Control.

The Board is responsible for keeping proper accounting records which disclose with reasonable accuracy
at any time, the financial position of the Association and to enable it to ensure that the financial
statements comply with the Co-operative and Community Benefit Societies Act 2014, the Housing
(Scotland) Act 2010 and the Determination of Accounting Requirements — December 2014. The Board is
also responsible for safeguarding the assets of the Association and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

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

Information for the Auditors

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

By order of the Board of Management

Ann Lyon (Chair) Date: 20 September 2018
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ARK HOUSING ASSOCIATION LIMITED
STATEMENT ON INTERNAL FINANCIAL CONTROLS
31 MARCH 2018

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

«» The reliability of financial information used within the Group or for publication;
» The maintenance of proper accounting records; and
« The safeguarding of assets (against unauthorised use or disposition).

It is the Board of Management’s responsibility to establish and maintain systems of internal financial
control. Such systems can only provide reasonable and not absolute assurance against material mis-
statement or loss. The key elements of the Group’s systems of internal financial control are set out below:

» Formal policies and procedures are in place, including the documentation of key systems and rules
relating to the delegation of authorities, which allow the monitoring of controls and restrict the
unauthorised use of the Association’s assets.

o Experienced and suitably qualified staff take responsibility for important business functions.

o Forecasts and budgets are prepared regularly which allow the Board and staff to monitor the key
business risks and financial objectives as well as the progress towards the financial plans set for the

year and the medium term.

¢ Management accounts are prepared promptly, providing relevant, reliable and up-to-date financial
and other information and significant variances from budgets are investigated as appropriate.

+ All significant new initiatives, major commitments and investment projects are subject to formal
authorisation procedures.

o The Board reviews reports from management and from the Audit Sub-Committee, which
scrutinises reports from both internal and external anditors, to obtain reascnable assurance that
control procedures are in place and are being followed. The Group has a rolling programme of
internal audit reviews which cover the key activities of the Group. Formal procedures have been
established for instituting appropriate action to correct weaknesses identified from the above
reports. These arrangements are considered appropriate to the scale and range of the Association’s
activities and comply with the requirements contained in the Scottish Housing Regulator’s
Guidance.

» Significant risks are identified, evaluated and managed as previously outlined on pages 13 to 14 of
this document.
The Board of Management has reviewed the system of internal financial control in the Group during the
year ended 31 March 2018 and up to the approval date of the financial statements. No weaknesses were
found in internal financial controls which could result in material losses, contingencies, or uncertainties
which require disclosure in the financial statements or in the auditor’s report on the financial statements.

By order of the Board of Management

Ann Lyon (Chair) Date: 20 September 2018
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ARK HOUSING ASSOCIATION LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ARK HOUSING
ASSOCIATION LIMITED

31 MARCH 2018

Opinion

We have audited the financial statements of ARK Housing Association Limited (the ‘association’) and its
subsidiaries (the ‘group’) for the year ended 31 March 2018 which comprise the Group and Association
Statement of Comprehensive Income, the Group and Association Statement of Financial Position, Group
Statement of Changes in Reserves, the Group and Association Statement of Cash Flows and the related
notes, 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;

e give a true and fair view of the state of the Association’s and the Group’s affairs as at 31 March
2018 and of the Association’s and the Group’s income and expenditure for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

¢ have been properly prepared in accordance with the requirements of the Co-operative and
Community Benefit Societies Act 2014, Part 6 of the Housing (Scotland) Act 2010, and the
Determination of Accounting Requirements — December 2014,

Basis for opinion

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

Who we are reporting to

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

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require

us to report to you where:

e the Board’s use of the going concern basis of accounting in the preparation of the financial statements
is not appropriate; or

e the Board has not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the association’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.
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ARK HOUSING ASSOCIATION LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ARK HOUSING
ASSOCIATION LIMITED

31 MARCH 2018

Other information

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

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

We have nothing to report in this regard.

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, requires us to report to you if, in our opinion:

e a satisfactory system of control over transactions has not been maintained; or

e the Association has not kept proper accounting records; or

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

e we have not received all the information and explanations necessary for the purposes of our audit.

Responsibilities of the Board
As explained more fully in the Statement of the Board’s Responsibilities set out on page 16, the Board

members (who are also the Trustees of the association for the purposes of charity law) are 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 determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board is responsible for assessing the group’s and the
association’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the Board either intends to liquidate the
association or to cease operations, or has no realistic alternative but to do so.
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ARK HOUSING ASSOCIATION LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF ARK HOUSING
ASSOCIATION LIMITED

Auditor’s responsibilities for the audit of the financial statements

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

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

CHIENE + TAIT LLP

Chartered Accountants and Statutory Auditors
61 Dublin Street

Edinburgh

EH3 6NL
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ARK HOUSING ASSOCIATION LIMITED

REPORT BY THE AUDITORS TO THE MEMBERS OF ARK HOUSING ASSOCIATION
LIMITED ON CORPORATE GOVERNANCE MATTERS

In addition to our audit of the Group Financial Statements, we have reviewed your statement on page 17
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 Regulatory 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 2006/5 issued by the Financial Reporting Council. The Bulletin does not require us to review the
effectiveness of the Association’s procedures for ensuring compliance with the guidance notes, nor to
investigate the appropriateness of the reason given for non-compliance.

Opinion

In our opinion the Statement on Internal Financial Control on page 17 has provided the disclosures
required by the relevant Regulatory Standards within the publication “Our Regulatory Framework™ and
associated Regulatory Advisory Notes issued by the Scottish Housing Regulator in respect of internal
financial controls and is consistent with the information which came to our attention as a result of our
audit work on the Group Financial Statements.

Through enquiry of certain members of the Board of Management and Officers of the Association and
examination of relevant documents, we have satisfied ourselves that the Board of Management’s
Statement on Internal Financial Control appropriately reflects the association’s compliance with the
information required by the relevant Regulatory Standards in respect of internal financial controls
contained within the publication “Our Regulatory Framework™ and associated Regulatory Advisory
Notes issued by the Scottish Housing Regulator in respect of internal financial controls.

CHIENE + TAIT LLP

Chartered Accountants and Statutory Auditors
61 Dublin Street

Edinburgh

EH3 6NL

N 2018
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ARK HOUSING ASSOCIATION LIMITED

GROUP STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2018

Turnover
Less: Operating costs
Operating surplus

Gain on disposal of fixed assets
Restructuring costs

Interest receivable and similar income
Interest payable and similar charges
Surplus/(deficit) for the financial year

Unrealised (loss)/gain on investments
Actuarial gain on investments

Amendment to pension recovery plan
Total comprehensive income for the financial year

All amounts relate to continuing operations.

Notes

bo

19

13
26
26

2018 2017
£000 £000
21,424 20,177
(19,789) (19,216)
1,635 961
10 2

&) (392)

32 37

(68) (716)
1,600 (110)

(38) 77

727 706

. 6,950

2,289 7,623
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ARK HOUSING ASSOCIATION LIMITED

HOUSING ASSOCIATION STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MARCH 2018

Turnover
Less: Operating costs
Operating surplus

Gain on disposal of fixed assets
Restructuring costs

Interest receivable and similar income
Interest payable and similar charges
Surplus/(deficit) for the financial year

Unrealised (loss)/gain on investments
Actuarial gain on investments
Amendment to pension contribution scheme

Total comprehensive income for the financial year

All amounts relate to continuing operations.

Notes

L)

19

13
26
26

2018 2017
£000 £:000
20,703 19,528
(19,463) (18,931)
1,240 597
10 :

9) (392)

32 36

1 (644)
1,274 (403)
(38) 77
727 706

- 6,950
1,963 7,330
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ARK HOUSING ASSOCIATION LIMITED

GROUP STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2018
2018 2017
Notes
£°000 £°000
Tangible fixed assets
Housing properties, furniture and equipment 9 23,568 24,091
Other tangible fixed assets 11 2,603 2,636
Assets held for sale - 88
Investment property 13 475 475
Investments 13 1,213 1,232
27,859 28,522
Current assets
Debtors 14 1,855 1,821
Cash at bank and in hand 21 5,343 3,773
7,198 5,594
Creditors: amounts falling due within one year 15 (3,001) (3,210)
Net current assets 4,197 2,384
Total assets less current liabilities 32,056 30,906
Creditors: amounts falling due after more than one year 16 (15,443) (15,829)
Provisions for liabilities
Pension liability 26 (5,650) (6,406)
Total net assets 10,963 8,671
Capital and reserves
Share capital 20 - -
Restricted reserves 8 43 40
Revaluation reserve 74 112
Revenue reserve 10,846 8,519
Total Reserves 10,963 8,671

These financial statements were approved by the Board of Management and authorised for issue on 20

September 2018 and signed on its behalf by:

Anne Lyon (Chair)

Jane Gray (Company Secretary
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ARK HOUSING ASSOCIATION LIMITED

HOUSING ASSOCIATION STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2018
2018 2017
Notes
£000 £000
Tangible fixed assets
Housing properties, furniture and equipment 10 19,923 20,351
Other tangible fixed assets 12 2,553 2,585
Assets Held for Sale - 88
Investment property 13 475 475
Investments i3 1,213 1,232
24,164 24,731
Current assets
Debtors 14 1,851 1,817
Cash at bank and in hand 22 3,957 2,742
5,808 4,559
Creditors: amounts falling due within one year 15 (2,632) (2,864)
Net current assets 3,176 1,695
Total assets less current liabilities 27,340 26,426
Creditors: amounts falling due after more than one year 16 (12,461) (12,757)
Provisions for liabilities
Pension liability 26 (5,650) (6,406)
Total net Labilities 9,229 7,263
Capital and reserves
Share capital 20 -
Restricted reserves 8 43 40
Revaluation reserve 74 112
Revenue reserve 9,112 7,111
Total Reserves 9,229 7,263

These financial statements were approved by the Board of Management and authorised for issue 20
September 2018 and signed on its behalf by:

Anne Lyon {Chair)

Jane Gray (Company Sed
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ARK HOUSING ASSOCIATION LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS - GROUP

FOR THE YEAR ENDED 31 MARCH 2018

Notes
Net cash generated from operating activities 21
Cash flow from investing activities
Housing association grants received 15
Interest received
Sale of housing property
Purchase of housing property 9
Purchase of other tangible fixed assets 11
Purchase of investments 13
Cash flow from financing activities 6
Interest paid
Disposal of investments 13
Reinvested dividends 13
Exceptional payments Restructuring costs
Repayment of housing loans

Net Change in cash & cash equivalents

Cash & cash equivalents at 1 April
Cash & cash equivalents at 31 March

2018 2017
b

000 £000
2,007 2,044
32 32
98 -
(302) (390)
(63) (186)
(199) (30)
7 (102)
204 15
35 15
(9) (392)
(137 (132)
1,569 874
3,774 2,900
5,343 3,774
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ARK HOUSING ASSOCIATION LIMITED

HOUSING ASSOCIATION STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 MARCH 2018

2018 2017
Notes

£000 £°000
Net cash generated from operating activities 22 1,511 1,580

Cash flow from investing activities
Housing association grant received 15 - -
Interest received 32 31
Sale of housing properties 98 -
Purchase of housing properties 10 (295) (299)
Purchase of other tangible fixed assets 12 (63) (186)
Purchase of investments 13 (199) (30)

Cash flow from financing activities
Interest paid ® 6 (28) (30)
Disposal of investments 13 204 15
Reinvested dividends 13 35 15
Exceptional payments Restructuring costs {9) (392)
Repayment of housing loans (7D) (71)
Net change in cash & cash equivalents 1,215 633
Cash & cash equivalents at 1 April 2,742 2,109
Cash & cash equivalents at 31 March 3,957 2,742
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018

The Association is registered under the Co-operative and Community Benefit Societies Act 2014, is
registered by The Financial Conduct Authority and is a registered housing provider. The Association is a
Public Benefit Entity.

1.

(a)

(b)

©

@

Accounting Policies
The principal accounting polices of the Association are set out in paragraphs (a) to (u) below.

Basis of Consolidation

Ark Services Limited is incorporated as a company limited by guarantee. It is a registered charity
and per its articles it is to be treated as a subsidiary of the Housing Association. Ark Commercial
Investment Limited is incorporated as a company limited by share capital and is also a subsidiary of
the Housing Association. Consolidation has been carried out using the equity method.

Basis of Accounting
The financial statements are prepared in accordance with applicable accounting standards and under

the historical cost accounting rules. The financial statements have also been prepared in accordance
with the Statement of Recommended Practice for registered social housing providers 2014 (“SORP
2014”), Financial Reporting Standard 102 (FRS 102) and the Scottish Housing Regulator’s
Determination of Accounting Requirements (2014).

Going Concern
The financial statements have been prepared on a going concern basis. The Board, in preparing

these financial statements, is mindful of ongoing pricing pressures, the short term nature of
contract income and increasing pension costs. The ongoing process of care contract renewal,
margin monitoring and securing future funding is actively managed ensuring the needs of all
stakeholders are taken into account. The Board has assessed the Association’s and Group’s ability
to continue as a going concern and have prepared financial forecasts based on assumptions
considered reasonable and prudent by the Board of Management. Based on these projections the
Board has a reasonable expectation that the Association and Group has adequate resources for the
foreseeable future and thus continue to prepare the financial statements on a going concern basis.

Housing Association Grants

Housing Association Grant (HAG) is paid directly to the Association as required and contributes to
the costs of housing properties. The grants are made by the Housing and Investment Division of the
Scottish Government and are utilised to reduce the capital costs of an approved scheme to an
amount of required loan finance which it is estimated can be serviced by the net rental income of
the scheme. The amount of HAG is calculated on qualifying costs of the scheme in accordance
with instructions issued from time to time by the Housing and Investment Division of the Scottish

Government.

Where a grant is paid as a contribution towards revenue expenditure, it is included in turnover.
Where a grant is received from government and other bodies as a contribution towards the capital
cost of housing schemes, which are held at cost, the grant is recognised in turnover over the
expected useful life of the housing property structure. Grants received specifically for components
of a housing property are included in turmover over the expected useful life of the component under

the accruals model.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018
(Continued)

Other grants from non-government sources are recognised using the performance model in
accordance with the SORP.

The grants are repayable under certain circumstances, but will normally be restricted to a maximum
of net proceeds of sale.

Turnover

Turnover represents rents, service charges, revenue grants from the Housing and Investment
Division of the Scottish Government and funding from Local Authorities less amounts carried
forward as deferred income. Turnover is recognised when amounts fall due and when income has
been earned.

Fixed Assets — Housing Land and Buildings

Social Housing properties are stated at cost. The development cost of housing properties includes
the following:

@) Cost of acquiring land and buildings

(ii) Development expenditure
(iii)  Interest charged on the mortgage loans raised to finance the scheme to date
of completion.

Expenditure on schemes which are subsequently aborted is written off in the period in which it is
recognised that the schemes will not be developed to completion.

Fixed Assets — Investment Properties

Investment properties are held at fair value with revaluation movements recorded in the income
statement for the period.

Sale of housing properties

Properties are disposed of under the appropriate legislation and guidance. All costs and grants
relating to the share of property sold are removed from the financial statements at the date of sale,
except for first tranche sales. Any grants received that cannot be repaid from the proceeds of sale
are abated and the grants removed from the financial statements.

Development costs and allowances and accrued income

Development allowances are intended to finance certain administrative costs relating to the
acquisition and development of housing land and buildings for approved schemes. Notional
development allowances become available in instalments according to the progress of work on the
scheme and are treated as deferred allowances while actual development costs are added to housing

properties.

Page 30 of 57



ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018
(Continued)

o) Fixed assets and Depreciation
(i) Housing land and buildings

In accordance with SORP 2014, the Association operates a full component accounting policy in
relation to capitalisation and depreciation of its completed housing stock.

Housing properties are stated at cost less accumulated depreciation. Works to existing properties
will, generally, be capitalised under the following circumstances:

e where a component of the housing property that has been treated separately for depreciation
purposes and depreciated over its usefill economic life is replaced or restored; or

o  Where the subsequent expenditure provides an enhancement of the economic benefits of the
tangible fixed assets in excess of the previously assessed standard of performance. Such
enhancement can occur if the improvements result in an increase in rental income, a
material reduction in future maintenance costs or a significant extension of the life of the
property.

Works to existing properties which fail to meet the above criteria are charged to the Income and
Expenditure account.

DPepreciation is charged on a straight-line basis over the expected economic useful lives of each
major component that makes up the housing property as follows:

- Floors -30 Years
- Boilers - 15 Years
- Heating systems - 20 Years
- Kitchens -12 Years
- Bathrooms - 15 Years
- Windows - 30 Years
- Doors - 30 Years

- Driveway & Paths - 30 Years
- Gutters & Downpipes - 30 Years

- Roof - 80 Years
- Walls -30 Years

Ceiling - 30 Years
- Electrics - 30 Years
- Woodwork =30 Years
- Lifis -15 Years
- Building - 80 Years

- Assistive Technology -5 Years
Sprinkler Systems - 15 Years

No depreciation is charged on land.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018
(Continued)

(ii) Other fixed assets
Expenditure incurred on the Association’s office buildings has been split into components
and depreciated at the rates detailed in (j) and (i).
Office furniture and equipment is written off straight line over 5 years.
Computer equipment is written off straight line over 3 years.

Motor vehicles are written off straight line over 5 years.
Depreciation is charged on these assets on a monthly basis from the date of acquisition.

Fair value of assets transferred

The fair value of assets transferred at 1¥ October 2012 has been treated as acquisition accounting.

Impairment of fixed assets

Impairment is calculated as the difference between the carrying value of income generating units
and the estimated value in use at the date an impairment loss is recognised. Value in use represents
the net present value of expected future cash flows from these units. Impairment of assets is
recognised in the Income and Expenditure account.

Deferred Income

Income and grants received in advance of the period to which the service is provided are recognised
as deferred income.

Service Equipment Replacement Creditor

The service equipment replacement creditor represents the Association’s liability to replace service
equipment for mainstream properties in accordance with a planned programme of work.

Restricted Reserves

This reflects revenue grants and donations/legacies received for restricted purposes/projects and
related expenditure in these projects.

Pensions

The Association participates in a defined benefit pension scheme, the cost of which is met on an
accruals basis. The assets of the Scheme are held separately from those of the Association in an
independently administered fund.

As disclosed in note 26 the Association was informed in June 2013 of the amounts it is estimated to
pay for past service deficit over the next 12 % years.

In accordance with FRS 102, the Association’s share of the scheme assets and liabilities have been
separately identified and are included in the Association’s Statement of Financial Position and
measured using a projected unit method and discounted at the current rate of return on a high
quality corporate bond of equivalent term and currency to the liability. The Association’s share of
the deficit is recognised in full and the movement is split between operating costs, finance items and
in the statement of comprehensive income as actuarial gain or loss on pension schemes.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018
(Continued)

During the year ARK has also been contributing to a Standard Life scheme for 1 staff member that
transferred from Rymonth Housing Society Limited. The contribution rates are 2.4% of
pensionable salary for employees and 6% for the employer. This is a defined contribution scheme.
The individual transferred out of the scheme and into the Pension Trust scheme on 1 December
2017. More information can be found in note 26.

Credit Payment Policy
Purchases are paid within 30 days of invoice or in accordance with creditor payment terms.

Operating Leases

Rentals paid in respect of operating leases are charged to the Statement of Comprehensive Income
on a straight line basis over the term of the lease.

Taxation

As a registered Social Landlord and a Registered Charity, the Association is exempt from payment
of corporation tax on its social letting and other charitable activities.

Investments

Investment income is brought into account when due and receivable. Investments are stated at
market value. Unrealised gains or losses on valuation are reflected through the Statement of
Comprehensive Income and disclosed in the Revaluation Reserve in the Balance Sheet. Realised
gains or losses are recognised through the Statement of Comprehensive Income as they occur.

Financial instruments (financial assets and financial liabilities)

The Association has only basic financial assets and liabilities comprising debtors, cash and cash
equivalents and trade creditors and accruals. These assets and liabilities are initially recorded at
cost and subsequently at the amounts expected to be received or paid.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
(Continued)
2. Particulars of turnover, operating costs and operating surplus for the financial year by class of business

Group: 2018 2017
Operating Operating Operating
Notes Turnover Costs Surplus Surplus
£°000 £000 £000 £°000
Social Lettings 3 3,523 (2,473) 1,050 881
Other Activities 4 17,901 (17,316) 585 80
2018 Total 21,424 (19,789) 1,635 961

2017 Total 20,177 (19,216) 961
Association: 2018 2017
Notes Tarnover Operating Operating Operating
Costs Surplus Surplus
£000 £000 £7000 £000
Social Lettings 3 2,754 (2,147) 607 454
Other activities 4 17,949 (17,316) 633 143
2018 Total 20,703 (19,463) 1,240 597

2017 Total 19,528 (18,931) 597
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ARK HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
(Continued)

3. Particulars of turnover, operating costs and operating surplus from social letting activities

Supported
Group: General Housing 2018 2017
Needs Accommodation Total Total
£000 £°000 £000 £000
Rent receivable 3,125 il 3,196 3,009
Service charges 373 - 373 375
Gross income from rents and service charges 3,498 71 3,569 3,384
Less Voids (46) - (46) (70)
Total turnover from social letting activities 3,452 71 3,523 3,314
Management and maintenance administration
costs 829 21 850 797
Service costs 408 - 408 391
Planned and cyclical maintenance including
major repairs costs 344 8 352 419
Reactive maintenance costs 254 6 260 251
Bad debts — rent and service charges 1 - 1 (14)
Depreciation of social housing 589 13 602 589
Operating costs for social letting activities 2,425 48 2,473 2,433
2018 Operating surplus for social letting
activities 1,027 23 1,050 881
2017 Operating surplus for social letting
activities 861 20 881
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AS AT 31 MARCH 2018

(Continued)

3. Particulars of turnover, operating costs and operating surplus from social letting activities

Association:

Rent receivable

Service charges

Gross income from rents and service charges
Less Voids

Total turnover from social letting activities

Management and maintenance administration
costs

Service costs

Planned and cyclical maintenance including
major repairs costs

Reactive maintenance costs

Bad debts — rent and service charges
Depreciation of social housing

Operating costs for social letting activities

2018 Operating surplus for social letting
activities

2017 Operating surplus for social letting
activities

Supported

General Housing 2018 2017
Needs Accommodation Total Total
£°000 £000 £000 £000
2,417 71 2,488 2,360
312 - 312 313
2,729 71 2,800 2,673
(46) - (46) (70)
2,683 71 2,754 2,603
792 22 814 759
282 - 282 283
307 8 315 386
228 6 234 228
| - 1 (13)
488 13 501 506
2,098 49 2,147 2,149
585 22 607 454

434 20 454
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ARK HOUSING ASSOCIATION LIMITED
NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018
(Continued)

5. The number of units in management at 31 March 2018 was as follows:

Owned Not Owned 2018 2017

Total Total
No. No. No. No.
General Needs 194 I 195 199
Supported accommodation 360 49 409 405
554 50 604 604
Management of Association stock by other bodies 2018 2017
No. No.
Properties leased to other organisations
Midlothian Council 9 9
West Lothian Council 6 6
Community Integrated Care Ltd 6 6
Aberdeen City Council 1 1
Leonard Cheshire Foundation 1 1
Real Life Options 1 1
Fife Council 6 6
Clackmannanshire Council 3 3
Total properties 33 33
6. Interest payable Group Hou:q in.g
Association
2018 2017 2018 2017
£°000 £°000 £°000 £°000
Loans 97 102 28 30
Net interest charges on pension liability 29) 614 (29) 614
68 716 1) 644
7. Taxation

The Group has charitable status with HM Revenues & Customs {Charity Number SC015694)
and is eligible for exemptions from corporation tax.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
(Continued)

8. Restricted Reserves Group Housing Association

2018 2017 2018 2017
Rotar-y Rymonth Hobbies Fund — £7000 £2000 £2000 £2000
Restricted
At 1 April 2017 7 7 7 7
At 31 March 2018 7 7 7 7

The Rotary Rymonth Hobbies Fund was created out of a donation received by Rymonth Housing Society
from St Andrews Rotary Club for the purpose of promoting the leisure activities of the residents of
Rymonth, including the provision of equipment and materials for the said purpose. Interest shall be
credited annually and any expenditure exceeding £250 shall be notified to the Rotary Club in advance.

Rymonth Donations - Restricted £°000 £°000 £000 £000
At 1 April 2017 26 25 26 25
Transfer from revenue reserve 1 1 1 1
At 31 March 2018 27 26 27 26

The Rymonth Donations was created out of donations received by Rymonth Housing Society and by
ARK for the residents of Rymonth.

Southside / West Adam Street £2000 £2000 £000 £2000
At 1 April 2017 7 7 7 7
At 31 March 2018 7 7 7 7

The Southside / West Adam Street Restricted Fund relates to monies raised on behalf of the West Adam
Street Project. These had been held by the Ark Housing Trust and were transferred over when it was
closed. The intention is that the funds will be used on behalf of the project, for example, spending on
supporting one-off purchases such as furniture, or one-off activities such as trips.

Southhouse — Restricted £000 £°000 £°000 £°000
At 1 April 2017 - . -
Transfer from revenue reserve 2 - 2 -
At 31 March 2018 2 . 2 -
Total Restricted Reserves 43 40 43 40

The Southhouse Restricted Fund relates to a legacy received during the year from the father of a service
user at Southhouse to be used for the benefit of staff at Southhouse service in Edinburgh.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018
(Continued)

Tangible Fixed Assets — Group
Heritable property for letting

Assets Assets under Total Heritable
completed construction property for letting
Cost £000 £000 £°000
As at 1 April 2017 34,873 - 34,873
Additions 302 - 302
Disposals (122) - (122)
As at 31 March 2018 35,053 - 35,053
Depreciation
Asat 1 April 2017 10,782 . 10,782
Charge for Year 784 - 784
Disposals (81) - (81)
As at 31 March 2018 11,485 - 11,485
Net Book Value
As at 31 March 2018 23,568 - 23,568
As at 31 March 2017 24,091 - 24,091

All land and property is owned by the Group. None is held under a lease.

Major Repairs costs amounted to £518k (2017 £609k) of which £302k (2017 £378k) was capitalised
in the year.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
(Continued)
Tangible Fixed Assets -
Housing Association Total
Assets Heritable
Assets Under Property
Completed Construction for letting
Cost £°000
As at 1 April 2017 30,089 - 30,089
Additions 295 - 295
Disposals (118) - (118)
As at 31 March 2018 30,266 - 30,266
Depreciation
Asat 1 April 2017 9,738 - 9,738
Charge for Year 683 - 683
Disposal (78) - (78)
As at 31 March 2018 10,343 - 10,343
Net Book Value
As at 31 March 2018 19,923 - 19,923
As at 31 March 2017 20,351 - 20,351

All land and property is owned by the Association. None is held under a lease.

Major Repairs costs amounted to £445k (2017 £508k) of which £295k (2017 £287k) was
capitalised in the year.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
(Continued)
11. Other Fixed Assets —

Group

Heritable Computer Office

Buildings Land Equipment Equipment Total

£000 £000 £000 £°000 £°000

Cost
Asat 1 April 2017 1,567 1,300 689 146 3,702
Additions during year - . 63 - 63
Disposals during the year i ) i i )
At 31 March 2018 1,567 1,300 752 146 3,765
Depreciation
As at 1 April 2017 356 - 618 92 1,066
Charges for the year 39 - 40 17 96
Disposals during year E - . - :
At 31 March 2018 395 - 658 109 1,162
Net Book Value
At 31 March 2018 1,172 1,300 94 37 2,603
As at 31 March 2017 1,211 1,300 71 54 2,636

The original cost of the office premises at The Priory was £1,043,000.. These premises were valued in
June 1994 at open market value on an equivalent use basis at £750,000 by Maurice Elliot FRICS, FSVA
at Kean Kennedy and Partners, independent chartered surveyors, in accordance with the Statement of
Asset Valuation Practice and Guidance Notes published by the Royal Institute of Chartered Surveyors.
The reduction in value was fully written off in the year ended 31 March 1994.

As allowed under FRS transitional rules, as the valuation was carried out prior to the introduction of the
FRS, the Association has chosen to retain that valuation as deemed cost in the financial statements.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
(Continued)
12. Other Fixed Assets —

Association

Heritable Computer Office

Buildings Land Equipment Equipment Total

£°000 £000 £2000 £2000 £000

Cost
Asat 1 April 2017 1,567 1,250 689 146 3,652
Additions during year . - 63 - 63
Disposals during the year - - - - -
At 31 March 2018 1,567 1,250 752 146 3,715
Depreciation
Asat1 April 2017 357 : 618 ) 1,067
Charges for the year 38 - 40 17 95
Disposals - - - - -
At 31 March 2018 395 - 658 109 1,162
Net Book Value
At 31 March 2018 1,172 1,250 94 37 2,553
As at 31 March 2017 1,210 1,250 71 54 2,585

The original cost of the office premises at The Priory was £1,043,000. These premises were valued in June
1994 at open market value on an equivalent use basis at £750,000 by Maurice Elliot FRICS, FSVA at Kean
Kennedy and Partners, independent chartered surveyors, in accordance with the Statement of Asset
Valuation Practice and Guidance Notes published by the Royal Institute of Chartered Surveyors. The
reduction in value was fully written off in the year ended 31 March 1994.

As allowed under FRS transitional rules, as the valuation was carried out prior to the introduction of the
FRS, the Association has chosen to retain that valuation as deemed cost in the financial statements.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
{Continued)
Investments
Housing
Group Association
2018 2017 2018 2017
£°000 £°000 £000 £000
Opening value 1,232 1,133 1,232 1,133
Additions 199 30 199 30
Disposals (204) (15) (204) (15)
Reinvested dividends 35 17 35 17
Investment management fees (11) (10) (11) (10)
Closing value before unrealised gain 1,251 1,155 1,251 1,155
Movement in unrealised (loss)/gain (38) 77 (38) 77
Closing market value 1,213 1,232 1,213 1,232
Investment holdings over 5% of the portfolio total are as follows:
Standard Life Investments Global IDX LKD
BD 6.37%
Invesco Fund Managers High Income 5.31%
Investment Property — West Adam Street
Opening Balance 475 475 475 475
Additions - - S -
Closing Balance 475 475 475 475
Debtors: Amount falling due within one year
Group Housing
Association
2018 2017 2018 2017
£000 £000 £000 £°000
Rent Arrears 101 106 84 90
Less: Provision for bad debts (16) (12) 17 (12)
85 94 67 78
Other Debtors 63 101 61 98
Ark Services Debtor - - 2 -
Kindred Debtor 2 53 2 53
Ark Commercial Investment Debtor - - 14 15
Less: Provision for bad debts (54) (59) (54) (59)
Local Authorities 1,353 1,311 1,353 1,311
Prepayments and accrued income 406 321 406 321
1,855 1,821 1,851 1,817
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
{Continued)
15. Creditors: Amount falling due within one year
Group Housing
Association

2018 2017 2018 2017

£°000 £°000 £°000 £000

Trade Creditors 266 159 259 158
Contractors for specified work and retentions unpaid 35 36 35 36
Local Authorities 382 573 382 573
Other Creditors 247 434 248 429
Ark Services Creditor - - 1 1
The Action Group Creditor - 2 - 2
Other taxes and social security 356 393 356 393
Accruals 532 552 505 519
Deferred Income 31 23 31 24
Service equipment replacement account 766 656 519 435
Reiease of HAG 205 205 205 205
Release of other Grants 43 43 18 18
Housing Loans (Note 16) 138 134 73 71

3,001 3,210 2,632 2,864

Analysis of deferred HAG/other grants- Group

Housing
Association Other

Grants Grants Total

£°000 £000 £000

Deferred income as at 31 March 2017 10,820 2,559 13,379
Additional income received - - -
Released to Statement of comprehensive income (205) (43) (248)
Deferred income as at 31 March 2018 10,615 2,516 13,131

Grant to be released to the Statement of Comprehensive Income

2017 — all due within one year 205 43 248
2018 — all due within one year 205 43 248
Analysis of deferred HAG/other grants — Association
Housing
Association Other
Grants Grants Total
£000 £000 £2000
Deferred income as at 31 March 2017 10,820 1,020 11,840
Additional income received - - -
Released to Statement of comprehensive income (205) (18) (223)
Deferred income as at 31 March 2018 10,615 1,002 11,617
Grant to be released to the Statement of comprehensive income
2017 — all due within one year 205 i8 223
2018 — all due within one year 205 18 223
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ARK HOUSING ASSOCITATION LIMITED
NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
(Continued)

16. Creditors due out with one year

Group Housing

Association
2018 2017 2018 2017
£000 £000 £7000 £000
HAG 10,615 10,820 10,615 10,820
Other Grants 2,516 2,559 1,002 1,020
Housing Loans 2,312 2,450 844 917
15,443 15,829 12,461 12,757

Loans are secured by specific charges on the Group's properties. Loans are repayable at current
rates of interest ranging from 1.10 % to 7.02 % (2016: 1.10% to 7.02 %) in instalments due as

follows:
Group Housing
Association

2018 2017 2018 2017
£000 £000 £000 £°000
In one year or less (Note 15) 138 134 73 71
In one to two years 143 138 74 72
Between two to five years 501 441 278 225
In five years or more 1,668 1,871 492 620
2,450 2,584 917 988

Housing loans will be fully repaid between 2025 and 2039.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
(Continued)
17. Employees
Group Housing
Association

2018 2017 2018 2017
Wages & Salaries 13,276 13,466 13,276 13,466
Social Security Costs 974 946 974 946
Other Pension Costs 1,096 1,070 1,096 1,070
15,346 15,482 15,346 15,482

In addition to the above staff costs the Association also incurred agency staff costs of £700k during the
year (2017: £724k).

The average full time equivalent number of Group Housing
persons employed by the association during the Association
year was as follows:
2018 2017 2018 2017

No No No No
Housing Staff 8 9 8 9
Support Staff 40 41 40 41
Direct Services Staff 520 545 520 545

568 595 568 595

Key management are defined as the Executive Officers which includes the Chief Executive and 3
Directors. No emoluments were paid to any member of the Board of Management during the year and
details of emoluments paid to key management follow:

Group Housing
Association
2018 2017 2018 2017
£'000 £'000 £'000 £'000
Aggregate Emoluments payable to Executive
Officers (including employers NIC, pension
contributions and benefits in kind) 318 315 318 315
Emoluments payable to Highest Paid Executive
Officer
(excluding pension contributions) 82 78 82 78
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018
(Continued)

17. Employees (continued)

The Chief Executive is an ordinary member of the Association’s pension scheme described in note 26.
No enhanced or special terms apply to membership and there are no other pension arrangements to which
the Association contributes. The Association’s contributions for the Chief Executive in the year
amounted to £2,308 (2017: £2,612).

2018 2017
Total expenses reimbursed insofar as not
chargeable to UK Income Tax: £ £
Chief Executive - 36
Board of Management 285 -

The number of Executive Officers whose emoluments, excluding pension contributions and benefits in
kind, were over £60,000 was as follows:

2018 2017

No. No.

£60,000 to £70,000 3 3
£80,000 to £90,000 1 1

No payments were made during the year to any member of the Association other than members who were
also Board of Management members, or an officer or employee.

There were no loans to the Board members, officers or employees during the year,
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

18. Operating Surplus

This is stated after charging the
following:

External Auditors remuneration
Remuneration to external auditors for
other services

Internal Auditors remuneration
Depreciation

Other operating lease rentals

- land & buildings

- plant & machinery

19. Gain on disposal of fixed assets

Proceeds
Net book value disposed

20. Share Capital -
Group & Housing Association

Shares of £1 fully paid and issued at beginning of

year
Shares Issued during year
Shares Cancelled during year

AS AT 31 MARCH 2018
(Continued)
Group Housing Association
2018 2017 2018 2017
£000 £°000 £000 £°000
18 19 16 16
7 3 7 3
615 688 537 605
343 345 343 345
16 15 16 15
Group Housing Association
2018 2017 2018 2017
£°000 £000 £000 £°000
98 98
(88) (88) -
10 - 10 -
2018 2017
43 47
1 7
z (1)
44 43

Each member of the Association holds one share of £1 in the Association. These shares carry no
rights to dividend or distributions on a winding up. When a shareholder ceases to be a member,
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.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
(Continued)
Net cash inflow from operating activities
2018 2017
Group £000 £000
Operating Surplus 1,635 961
Depreciation 615 688
(Increase) in Debtors 34) (34)
(Decrease)/increase in Creditors (209) 429
Net cash generated from operating activities 2,007 2,044
Reconciliation of net cash flow to movement in net funds/(debt)
2018 2017
Group £°000 £'000
Increase in cash in the period 1,570 873
Cash inflow from movement in debt 135 130
1,705 1,003
Net funds at 1 April 1,188 185
Net funds at 31 March 2,893 1,188
Analysis of changes in net funds
At Cash At
31-Mar-17 Flows 31-Mar-18
£000 £000 £°000
Cash in bank and in hand 3,773 1,570 5,343
Debt due within 1 year (131) (N (138)
Debt due after 1 year (2,454) 142 (2,312)
Net funds 1,188 1,705 2,893
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS

AS AT 31 MARCH 2018
(Continued)
22, Net cash inflow from operating activities
2018 2017
Housing Association £000 £000
Operating Surplus 1,240 597
Depreciation 537 605
(Increase) in Debtors (34) (38)
(Decrease)/increase in Creditors (232) 416
Net cash generated from operating activities 1,511 1,580
Reconciliation of net cash flow to movement in net funds/(debt)
2018 2017
Housing Association £°000 £000
Increase in cash in the period 1,215 633
Cash inflow from movement in debt 71 70
1,286 703
Net funds at 1 April 1,754 1,051
Net funds at 31 March 3,040 1,754
Analysis of changes in net funds
At Cash At
31-Mar-17 Flows 31-Mar-18
£000 £000 £000
Cash in bank and in hand 2,742 1,215 3,957
Debt due within 1 year (71} 2) (73)
Debt due after 1 year (917) 73 (844)
Net funds 1,754 1,286 3,040
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018
(Continued)

Commitments
Group and Housing Association

At the end of the financial year the Association had total future minimum lease payments under non-
cancellable operating leases as follows:

Housin
Group Associatﬁm
2018 2017 2018 2017
Equipment £000 £000 £000 £000
Operating leases which expire:
Less than one year 14 16 14 16
In two to five years inclusive 10 23 10 23
24 39 24 39
2018 2017 2018 2017
Land and buildings £000 £000 £2000 £000
Operating leases which expire less than one year 83 76 83 76
Over one year 37 14 37 14
120 90 120 90
Capital Commitments

There were no capital commitments at the year end.

Related Party Transactions
Ark Services Limited & Ark Commercial Investment Limited are wholly owned subsidiaries of ARK

Housing Association.

During the year ARK charged Ark Services £62,550 for professional and administrative support
(2017: £62,550) and £9,090 (2017: £14,199) for insurance. At 31 March 2018 there was a total
balance of £1,785 (2017: £nil) owed to ARK and a balance of £1,107 (2017: £1,017) due from ARK
in respect of rental and other income received on behalf of Ark Services Limited.

In addition ARK charged Ark Commercial Investment Limited £56,140 (2017: £30,000) during the
year for rental of the property at West Adam Street. At 31 March 2018 there was a total of £13,962
(2017: £15,491) owed to ARK by Ark Commercial Investment Limited for utility bills paid on its
behalf.

During the year ARK held 131 bank accounts (2017: 126) in trust on behalf of service users. These
accounts are kept separate from funds held by the Association and controls monitored by the Care
Commission are in place to ensure the safe custody of said funds. The total amount held in these
accounts as at 31 March 2018 was £784,769 (2017: £731,500).
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018
(Continued)

Pension Commitments

General
ARK Housing Association Limited participates in the Scottish Housing Associations’ Pension
Scheme (‘the Scheme’). The Scheme is funded and is contracted-out of the State Pension scheme.

The scheme is a defined benefit scheme in the UK. It is not possible for the Association to obtain
sufficient information to enable it to account for the scheme as a defined benefit scheme. Therefore
it accounts for the scheme as a defined contribution scheme.

The scheme is subject to the funding legislation outlined in the Pensions Act 2004 which came into
force on 30 December 2005. This, together with documents issued by the Pensions Regulator and
Technical Actuarial Standards issued by the Financial Reporting Council, set out the framework for
funding defined benefit occupational pension schemes in the UK.

The scheme is classified as a 'last-man standing arrangement'. Therefore the Association is
potentially liable for other participating employers' obligations if those employers are unable to
meet their share of the scheme deficit following withdrawal from the scheme. Participating
employers are legally required to meet their share of the scheme deficit on an annuity purchase
basis on withdrawal from the scheme.

A full actuarial valuation for the scheme was carried out at 30 September 2012. This actuarial
valuation showed assets of £394m, liabilities of £698m and a deficit of £304m.

A full actuarial valuation for the scheme was carried out at 30 September 2015. This actuarial
valuation showed assets of £616m, liabilities of £814m and a deficit of £198m. To eliminate this
funding shortfall, the Trustee has asked the participating employers to pay additional contributions
to the scheme as follows:

Deficit contributions
From 1 April 2017 to 28 £25,735,092 per annum (payable monthly, increasing by
February 2022: 3% each 1st April)
From 1 April 2017 to 30 £727,217 per annum (payable monthly, increasing by 3%
June 2025: each 1st April)
From 1 April 2017 to 31 £1,239,033 per annum (payable monthly, increasing by 3%
October 2026: each 1st April)

Unless a concession has been agreed with the Trustee the term to 22 February 2022 applies.

The recovery plan contributions are allocated to each participating employer in line with their
estimated share of the scheme liabilities.
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ARK HOUSING ASSOCIATION LIMITED

NOTES TO THE GROUP FINANCIAL STATEMENTS
AS AT 31 MARCH 2018
(Continued)

26. Pension Commitments (continued)

ARK Housing Association has been notified by The Pensions Trust of the estimated employer debt
on withdrawal from the Scottish Housing Associations’ Pension Scheme based on the financial
position of the Scheme as at 30 September 2017. As of this date the estimated employer debt for
ARK Housing Association was £28,949,715.

ARK Housing Association has elected to operate the final salary with a 1/60th accrual rate, career
average revalued earnings with a 1/60th accrual rate, career average revalued earnings with a
1/120th accrual rate, contracted in, (from 1 April 2011) and DC option benefit option for active
members as at 31 March 2015 and the DC option benefit option for new entrants from the 1 April
2014.

During the accounting period ARK Housing Association paid contributions at the rate of 3.45% of
pensionable salaries. Member contributions were 3%. As at the balance sheet date there were 597
active members of the Scheme employed by ARK Housing Association. The annual pensionable
payroll in respect of these members was £9,146,304.

ARK Housing Association continues to offer defined contribution membership of the Scheme to its
employees.

The Association has been notified by The Pensions Trust that the amount to be paid in 2017/18 is
£727,212. Subject to certain conditions, this amount is payable annually and is anticipated to
increase by 3% per annum. A further review of the recovery plan took place after the triennial
valuation undertaken in September 2015.

Using the discount rate based on an AA corporate bond for the same period a liability with a net
present value of £5,650,000 is recognised within the provisions for this contractual obligation.

Movements in present value of defined benefit obligation

Group Association

2018 2018

Housing Association £°000 £°000

At 1 April 2017 6,406 6,406

Deficit contribution paid (727 (727)

Re-measurements (93) (93)

Re-measurement to contribution scheme - -

Interest cost 64 64

Closing defined benefit obligation 5,650 5,650
Expense recognised in the statement of comprehensive income

Group Association

2018 2018

Housing Association £7000 £000

Net interest on defined benefit obligation 64 64

Re-measurements 93) 93)

Amount charged to other finance costs 29 29
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26. Pension Commitments (continued)

The key financial assumptions underlying the valuation as at 30 September 2015 were as follows:

% pa
- Rate of return pre retirement 5.7
- Rate of return post retirement 3.1
- Inflation: Retail Price Index (RPI) 3.1
- Inflation: Consumer Price Index (CPI) 22
- Rate of increase on earnings 3.7

In determining the discount rate assumptions the Trustee considered advice from the Scheme
Actuary relating to the probability of achieving particular levels of investment return. The Trustee
has incorporated an element of prudence into pre and post retirement discount rate assumptions;
such that there is a 60% expectation that the return will be in excess of that assumed and a 40%
chance that the return will be lower than that assumed over the next 10 years.

The next valuation will be undertaken as at 30 September 2018.

If an actuarial valuation reveals a shortfall of assets compared to liabilities the Trustee must prepare
a recovery plan setting out the steps to be taken to make up the shortfall.

The Pensions Regulator has the power under Part 3 of the Pensions Act 2004 to issue scheme
funding directions where it believes that the actuarial valuation assumptions and/or recovery plan
are inappropriate. For example, the Regulator could require that the Trustee strengthens the
actuarial assumptions (which would increase the Plan liabilities and hence impact on the recovery
plan) or impose a schedule of contributions on the Plan (which would effectively amend the terms
of the recovery plan). The existing recovery plan for the Scheme now runs until February 2022.

ARK’s Concession Agreement with The Pensions Trust means that its recovery plan period
extends to July 2025.

Growth Plan
ARK Housing Association participates in the Pensions Trust’s Growth Plan (the Plan). The Plan is

funded and is not contracted out of the state scheme. The Growth Plan is a multi-employer pension
plan.

Contributions paid into the Plan up to and including September 2001 were converted to defined
amounts of pension payable from Normal Retirement Date. From October 2001 contributions were
invested in personal funds which have a capital guarantee and which are converted to pension on
retirement, either within the Plan or by the purchase of an annuity.

The rules of the Plan allow for the declaration of bonuses and / or investment credits if this is
within the financial capacity of the Plan assessed on a prudent basis. Bonuses and investment
credits are not guaranteed and are declared at the discretion of the Plan’s Trustee.
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26. Pension Commitments (continued)

The Trustee commissions an actuarial valuation of the Plan every 3 years. The purpose of the
actuarial valuation is to determine the funding position of the Plan by comparing the assets with the
past service liabilities as at the valuation date. Asset values are calculated by reference to market
levels. Accrued past service liabilities are valued by discounting expected future benefit payments
using a discount rate calculated by reference to the expected future investment returns.

The rules of the Plan give the Trustee the power to require employers to pay additional
contributions in order to ensure that the statutory funding objective under the Pensions Act 2004 is
met. The statutory funding objective is that a pension scheme should have sufficient assets to meet
its past service liabilities, known as Technical Provisions.

If the actuarial valuation reveals a deficit, the Trustee will agree a recovery plan to eliminate the
deficit over a specified period of time either by way of additional contributions from employers,
investment returns or a combination of these.

The rules of the Plan state that the proportion of obligatory contributions to be borne by the
Member and the Member’s Employer shall be determined by agreement between them. Such
agreement shall require the Employer to pay part of such contributions and may provide that the
Employer shall pay the whole of them.

ARK Housing Association offers the Plan as an AVC investment option for members of the SHA
Pension Scheme. The members pay contributions at a rate of their choice. ARK Housing
Association does not pay any contributions to the Growth Plan.

As at the balance sheet date there was 1 active member of the Plan and ARK has closed its plan to
new entrants.

It is not possible in the normal course of events to identify the share of underlying assets and
liabilities belonging to individual participating employers. Accordingly, due to the nature of the
Plan, the accounting charge for the period under FRS 102 represents the employer contribution
payable.

Following a change in legislation in September 2005 there is a potential debt on the employer that
could be levied by the Trustee of the Plan and The Pensions Act 2011 has more recently altered the
definition of Series 3 of the Plan so that a liability arises to employers from membership of any
Series except Series 4. (Our recent correspondence to all employers refers.) The debt is due in the
event of the employer ceasing to participate in the Plan or the Plan winding up.

The debt for the Plan as a whole is calculated by comparing the liabilities for the plan (calculated
on a buyout basis i.e. the cost of securing benefits by purchasing annuity policies from an insurer,
plus an allowance for expenses) with the assets of the Plan. If the liabilities exceed assets there is a
buy-out debt.
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26. Pension Commitments (continued)

The leaving employer’s share of the buy-out debt is the proportion of the Plan’s liability
attributable to employment with the leaving employer compared to the total amount of the Plan’s
liabilities (relating to employment with all the currently participating employers). The leaving
employer’s debt therefore includes a share of any ‘orphan’ liabilities in respect of previously
participating employers. The amount of the debt therefore depends on many factors including total
Plan liabilities, Plan investment performance, the liabilities in respect of current and former
employees of the employer, financial conditions at the time of the cessation event and the insurance
buy-out market. The amounts of debt can therefore be volatile over time.

When an employer withdraws from a multi-employer defined benefit pension scheme which is in
deficit, the employer is required by law to pay its share of the deficit, calculated on a statutory basis
(known as the buy-out basis). The calculation basis that applies to the Plan was amended due to 2
change in the definition of money purchase contained in the Pensions Act 2011 but the regulations
that will determine exactly how the change will apply in practice are still awaited. As the law
stands, it is not yet clear whether the statutory calculation should include or exclude Series 3
liabilities. However, based upon current advice, the most likely interpretation is that Series 3
liabilities will have to be included in the calculation of an employer’s debt on withdrawal.

The Plan is a “last man standing” multi-employer scheme. This means that if a withdrawing
employer is unable to pay its debt on withdrawal the liability is shared amongst the remaining
employers. The participating employers are therefore, jointly and severally liable for the deficit in
the Plan.

ARK has been notified by the Pensions Trust of the estimated employer debt on withdrawal from
the Plan based on the financial position of the Plan as at 30 September 2016. As of this date the
estimated employer debt, including Series 3 liabilities for ARK was £38,034.

In relation to the Plan, The Association has also been notified by The Pensions Trust of the amount
to be paid for the past service deficit commencing 1 April 2016 for 10 years is £2,221.

Other Pension Schemes

During the year ARK has been contributing to a defined contribution Standard Life scheme for 1
staff member that transferred from Rymonth Housing Society Limited. The contribution rates are
2.4% of pensionable salary for employees and 6% for the employer. The staff member transferred
to the Pensions Trust scheme in December 2017,

27. Contingent Liability

Pensions
ARK Housing Association has been notified by the Pensions Trust of the estimated employer debt

on withdrawal from the SFHA Scheme based on the financial position of the Scheme as at 30
September 2017. As of this date the estimated employer debt for ARK Housing Association was
£28,949,715. ARK has been notified by the Pensions Trust of the estimated employer debt on
withdrawal from the Growth Plan based on the financial position of the Plan as at 30 September
2017. As of this date the estimated employer debt for ARK was £33,088 (2017: £38,034) including
Series 3 liabilities in the calculation.
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