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AYRSHIRE HOUS I NG

OPE RATING AND FINANCIAL REVIEW

FOR THE YEAR ENDED 3 1 ST MARCH, 20 1 4

Back g round

The Trustees of Ayrshire Housing are p l eased to present their review together with the audited financial statements for
Ayrshire Housing for the year ended 31 51 March 2014.

Activitie s

The Ayrshire Housing Group consists of Ayrshire Housing (parent) a registered social landlord with charitable status and
Ayrshire Homestake Limited, our one subsidiary company retained as a vehicle to pursue potentially non-charitable activities.
The subsidiary company has not yet traded.

The Group Head Office is in Ayr and Ayrshire Housing has properties throughout Ayrshire. Ayrs h ire H ousing is now one of
Ayrshire's leading housing associations with a stock of almost 1,500 houses thanks to an active acquisition and development
programme predominant l y but not exc l usive l y in South Ayrshire.

M i ssio n S t a te m ent

We aim to enhance the well being of our tenants and the wider communities of Ayrshire through high quality housing and
related services.

We aim to do this by:

• The provision of high quality affordable housing.

• Creating and maintaining attractive neighbourhoods that provide a positive environment for residents to live in - now
and in the future.

• Supporting socially usefu l economic activity and regeneration strategies beyond our immediate tenant base through
work with the voluntary sector and other agencies.

• Constantly demonstrating that our services surpass the needs and aspirations of their users.

• Supporting tenants and other service users to lead independent and fulfilling lives.

• Ensuring that our properties are maintained to the highest standards over the long-term.

• Demonstrating quality and genuine value for money in al l that we do.

• Engaging with our service users, the wider community and key partners to give them a real stake in the development
of Ayrshire Housing.

Our Corporate Plan, reviewed by the Board annually, sets out how we will work to deliver the Mission Statement by analysing
the external environment; identifying key objectives at an operational level; setting performance indicators and setting strategy
for the association's promotion and engagement with stakeho l ders. The corporate plan also provides for the review and further
development of the thirty year financial plan; the annual budget and the agreed work p l an of the Director.

Our Approac h t o Bu si n ess Pl a nning

In October 2009, the Scott i sh Housing Regu l ator issued guidance to housing associations on business p l anning. This was in

light of its survey Social Landlords in Scotland; Shaping tip for improvement (July 2009). This confirmed that housing

associations general l y provide good standards of service to tenants and others. On the other hand, it raised concerns that many

associations do not have adequate plans in place to guarantee the l ong-term quality of their stock and their tenancy services.

The report also conside red that many associations need to do more in terms of developing financial plans which can maintain

access to funding on favourable terms.
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FOR TH E YEAR EN D E D 3 1 ST M ARCH, 2014/Cont...

In January 2011, the Regulator published a further analysis of the finances of regulated social landlords: Beyond the Crunch? It
"conclude[s] that the sector is facing significant but manageable financial stresses". It however reiterates that associations are
exposed to increasing uncertainty due to general economic conditions, emerging UK and Scottish Government policy
developments (e.g. on housing benefit and capita l grants) and a more stringent financial regime being imposed by existing and
potential lenders. The March 20 1 2 update Weathering the Storm? reiterates these challenges but recognises that at an
aggregated level there has been a significant improvement in t h e financial performance of Scotland's housing associations.
The Regulators's most recent Analysis of the Finances of Registered Social Landlords (March 2013) broadly confirms this
trend. I t highlights though significant emerging chal l enges around we l fare reform and accounting for employee pension
deficits which wi ll put significant pressure on RSL finances in the coming period.

Given the challenges of welfare reform and other external developments, Ayrshire Housing must demonstrate that in
responding to these the interests of its tenants and the loca l communities are being properly served. Further, it needs to be
satisfied that its current corporate arrangements continue to be in the best interests of its charitable beneficiaries.

Ayrshire Housing's financial position remains strong and we compare well in terms of general performance with our peers.
New demands are emerging however. Internally, the growth in our stock, tenant and applicant numbers means that we need to
focus more rigorously on the long-term socia l worth of the stock and standards of service. Externally, limited and more costly
access to development funding increases uncertainty and financial risk. This has prompted a decision by the association to
minimise its exposure to such risks pending an improvement in the funding environment.

On a more positive note, a 2013 independent survey of tenants' views has reported continued high levels of satisfaction and
engagement with the association. This continues to be confirmed by regular feedback sought as part of our day to day
operations. The Board is also convinced that it has a general l y sound governance regime in p l ace given added breadth by its
constituency structure.

The Board has identified the following key business tasks;

To build on continued clear objectives and strong performance.

^ To manage the financial and public policy risks that the association is now increasingly exposed to.

To demonstrate the capacity to maintain the stock to tenants' expectations over the long-term.

To maintain the financial capacity for prudent growth.

To make clear the benefits of the association's fi nancia l robustness and geographically focussed investment potential
to key partners.

Reflecting the association's maturity, to focus more publicly on the wider benefits of the association's tenant and
neighbourhood service strengths.

^ To strengthen further the contributio n of both the volunteer Board and employees to the association's continued
success.

Ex t e rn a l Influ e n ces

Ayrshire Housing's operating environment is now more comp l ex and cha ll enging. Five key issues remain at the fore:

• The continuing impact of the Scottish Government's approach to affordable housing, particularly the unsustainable
grant levels for new developments.

• The negative impact of c h anges to we l fare benefits coupled with the generally adverse economic position of our
tenants.

• The more rigorous terms for obtaining capital finance alongside the stricter scrutiny of existing l oan agreements.

• The rapidly developing ro l e of the Councils in the planni ng and delivery of affordable housing investment.

• The potential impact of accounting changes with regard to asset impairment and employee pension liabilities.
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Externa l Influence s/Cont ...

For the foreseeable future, the main focus for Ayrshire Housing is likely to remain the South Ayrshire Council area. The

investment context is provided by that Counci l 's Loca l Housing Strategy (LHS) and Strategic Housing Investment Plan

(SHIP). Whilst there is a demand for affordab l e housing in a l l areas, these documents suggest prioritising investment towards

areas of highest demand, for example Ayr and Prestwick l inked increasing l y to the release of Section 75 sites. The current
problems in the private housebuilding industry may however point towards a much more pragmatic and outcome focused
approach to investment planning, in particu l ar in terms of the programming of locations with different housi ng needs
pr io r itisation.

Ayrshire Housing with its loca l knowledge and commitment should be able to res pond with speed and flexibility to shifts in
priority and site availability. On the other hand, the substantial reductions in per unit government grants constrain the capacity
to continue to develop at a significant scale.

South Ayrshire Council's return to housebui l ding provides a clear spur to joint working to maximise l oca l investment
opportunities and the del i very of new housing. An example of such co-operation was our appointment as project manager for
South Ayrshire Council's first new housing development in 30 years.

The Efficiency Agenda

The Scottish Government remains committed to controlling the grant input for new housing association developments
substantially. Much attention has been given to the issue of procurement (i.e. construction) efficiencies but it is now clear that
the main vehicle sought to achieve this will be increased self-funding through the use of existing reserves coupled with higher
borrowing l eve l s based on expanded rental surp l uses and the utilisation of existing asset bases. This raises major issues in
terms of controlling rent l evels and maintaining service standards. In the longer-term, the financia l plans which guarantee
long-term stock quality could be undermined.

The announcement in January 2014 of increased grant rates and the promise of greater flexibility in dealing w i th expensive
projects is very welcome. The rates however remain wel l be low what is required for significant development on a sustainable
financial basis.

Ayrshire Housing thus continues to accept a cap on its development ambitions rather than compromise its obligations to
tenants and other stakeholders.

Co l laborative Working

Following the publication of Firm Foundations (2007), the Scottish Government made proposals for the re-organisation of
development activity based on a limited number of associations which would build on behalf of management only
organisations. Government policy in th i s area remains unclear. The issue has been further complicated by moves towards
competition for funding and l ocal budget a ll ocations which are not large enough to drive restructuring. I n practice, the focus
may have shifted towards encouraging collaboration on a flexible basis between individual Councils and their key association
partners to maximise local development potential. The introduction of a three year resource planning framework for each
Council and delegation of decis i on making is in line with this.

This should encourage the strengthen i ng of joint working with, in particular, South Ayrshire Council to unlock new
opportunities and to maximise investment in the area. The introduction of a single grant mechanism could potentially reduce
the level of direct development work but this could be balanced to some degree by the provision of development services to the
Council, and by joint investment strategies particu l arly around regeneration and community care. Ayrshire Housing is well
placed here given that its investment potential can be focused without the complication of competing relationships on one area.
Prospects here though are dependent on grant funding at more sustainable levels.
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Collaborative Working/Cont...

Through Eydent - the A l liance of Ayrshire Housing Associations - Ayrshire Housing works with other associations in Ayrshire
to ident i fy new approaches which build on shared interests and complementary skills. It already has a track record of l eading
joint projects for the delivery of construction training and tenancy support.

A combination of high demand in South Ayrshire for rented housing and the statutory duties to accommodate homeless people
creates ever greater demands on housing management services. In addition, new obligations are being placed on associations
with regard to anti-social behaviour and homelessness. This challenges us to develop furthe r services aimed at supporting
individual households and to extend their reach in association with other l andlords and the public and voluntary sectors. The
Government's funding support for wider action coupled with our track record has already opened up some possibilities h ere.
Exclusive housing association access to a dedicated wider role budget came to an end with the promotion from April 2012 of a
new Peoples and Communities Fund. Housing associations are identified as one of the "community anchors" that the fund is
to be targeted to. The focus though is on employability rather than tenancy support projects that might more directly
complement the association's core activities. The fund has been over-subscribed which further limits opportunities.

Of continuing concern is the impact of rising unemp loyment and under-employment amongst current and potential tenants on
the demand for services.

The recent negative changes in housing benefit and impending radical welfare reform will place ever greater service and
financial demands on the association. Whilst these may point towards new areas of service, they may also tend to undermine
the funding and de l ivery of services which are of more general benefit to its tenants.

Regeneratio n

The Scottish Government defi nes regeneration as the successful and sustainab l e transformation of communities across
Scotland by creat i ng the right environment for private and public investment. Its latest strategy Achieving a Sustainable
Future (2011) builds on existing practice in light of reducing public and private investment. Since the mid 2000s, we have
seen greater focus on the most deprived 15% of areas and, overlapping with this, an increasing emphasis on a limited number
of "place" based initiatives through, for example, the urban regene ration companies. These policy shifts represent a real
challenge for Ayrshire Housing since the level of regeneration funding in South Ayrshire, its main area of operation, has
declined sharp l y. There may, however, be limited opportunities which sho ul d be explored to provide a comprehensive
approach to regeneration which focuses on both people and place to local authorities and communities. A particular focus here
is likely to be specific neighbourhoods in North Ayr and Girvan. In addition, the strategy document increases the focus on
community asset holding and support for "community anchors". This could provide some opportunities for new initiatives by
the association in collaboration with other local organisations and community groups. The promotion of community asset
ownership could also provide opportunities to un l ock mutually beneficial development opportunities in rura l areas.

Environmental 5 ustai n ab i I itv

Ayrshire Housing has a sound record of creating developments which address the environmental agenda and are of real social
worth. We aim for homes for life. The Government's lower grant levels however create rea l challenges if this approach is to be
maintained in planned new developments.

Regu l ation

The Scottish Housing Regulator continues its move to a more risk based approach to regu l ation. This creates a clear incentive
for the association to focus on the soundness of its own internal management and audit regimes. There is a particular focus at
present by the Regu l ator on income generation (i.e, rents) and the management of pension deficits.

It is also clear that the Regulator places less weight in the virtues of Scotland's distinctive community based housing
associations than its predecessors. So such assoc i ations need to be able to demonstrate their continuing distinctiveness and
inherent efficiency.
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Key Bu s in ess I ss ue s

M a int a inin g Ind epe nd en ce

Ayrshire Housing is committed to maintaining its independence. This is not as an end in itself. Rather it is on the basis that it
has a distinctive place both locally and in the wider Scottish housing association movement. It is tenant and community led
with a clear area of operation and is wel l regarded, both nationally and locally. It has a strong potential for investment focused
on a defined geographica l area, and key strategic and development partners. For example, with the shift to Council controlled
grant allocations this should be a real strength.

Ayrshire Housing welcomes however collaborations with other housing associations where these are appropriate to realise
mutually beneficia l objectives. For examp l e, the recently formed Eydent - the Alliance of Ayrshire Housing Associations - is a
collaboration based on the continuing autonomy of its currently four members, including Ayrshire Housing.

Ayrshire Housing will also seek collaborative arrangements with loca l authorities that decide to resume house building on a
long-term basis. In this regard, the further strengthening of the partnership with South Ayrshire Council remains a key focus
for the Board and the Director.

H o u si n g D eve l o pm e nt

The absence of significant funding for affordable housing, lower grant rates and potentia l ly more competition for grant present
many associations with real chal l enges. The prospects for independent development appear likely to diminish due to a
combination of limited direct site purchase opportunities l inked to adverse funding arrangements and the likely preference of
housebuilders to offer package deals if and when Section 75 sites are brought forward. Irrespective of this, Ayrshire Housing
is probably at the end of a phase where direct development was its chief business priority.

Notwithstanding this, we will consider positively all opportunities to secure grant funding. This includes advancing Section 75
sites in which we have secured or where we are negotiating an interest.

We wi l l a l so seek to use our internal financial strength to bring forward innovative projects at a de li verable and sustainable
scale. These are l ike l y to focus on sma l l scale new build together with acquisition and possible conversion of existing
properties.

We consider that there i s l itt l e prospect or value in pursuing low cost home ownership or mid-market renting at least in the
medium term.

We will continue to support the Mortgage to Rent scheme so long as it continues on a workable basis. This is proving to be a
useful vehic l e for steady stock growth as we ll as bringing real social benefits to individua l households.

Fin a n c i a l C a pac it y

Ayrshire Housing is financially strong with a solid asset base, and a funded stock maintenance and improvement plan. The
challenge over the coming period will be to utilise this strength to support modest stock growth and to absorb the negative
effect of we l fare reform and our tenant's generally falling living standards on revenue collection. The Board remains
committed to reasonable rent l evels and high service standards whilst maintaining continued financial strength.

S uppo rt i n g Ind iv idu a l s a nd Co mmun i ti es

Diversification into new areas of activity will continue to be pursued which support the Mission Statement. Such activities
will a l so help to foster new collaborations with key partners and project the geographic impact of Ayrshire Housing. These
are likely to centre on regeneration, training, and support services to individuals. I n addition, the association will continue to
pursue non-residential property development opportunities. The increasing focus on community asset holding may lead to new
opportunities linked to new collaborative models.

We will identify the resourcing potential in our financial plan as we shift the primary business development focus from stock
growth to a broader view of the activities that may benefit our tenants and the communities they are part of.
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Tenant Eng agement

As it meets future challenges an d the Socia l Housing Charter, Ayrshire Housing wil l continue to ensure that its obligations to

potentia l and existing tenants are to the fore. New forms of engagement with our tenants and app l icants will be needed to

support Boa rd cons i deration of business developments which may have an i mpact on rent levels, service standards or access to

housing.

More immediate l y, mitigating the negative effects of welfare reform both on our tenants and on rental income is now a major

focus for the association. The priority will be to develop our engagement with tenants in a way that safeguards revenue whilst

at the same time being seen to offer tangible benefits to a l l tenants.

Perfo rm a nce Management

At each meeting, Ayrshire Housing's Board receives reports underpinned where appropriate by key performance in d icators

(KPIs) around the following activity areas to demonstrate progress in de l ivering the above corporate objectives:

• Projects (Business Deve lopment)

Housing Management

dk Property Ma intenance

+ Financia l Matters

+ Marketing and Public Relations

A General Operational Matters

Key Performance Indicators

Complementing the narrative reports where app l icab l e, critical activities are measured against the following key performance

indicators (KPIs). Generally, these are consistent with those set out i n previous Interna l Management and Corporate P lans

fol l ow i ng comparison w i th nationa l benchmarks where these were available. I n all relevant cases, performance is intended to at

the very least exceed that of the median housing association in Scotland. The targets have also been reviewed against

performance achieved in recent years and are intended to where appropriate better this. W here ap p l i cab l e, the targets provide

comfort with regard to the relevant budget assumptions.
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Financial Matters 2013/14 Target 2013/14 Actual

Staff costs Less than 21 % of turnover 19.7%

Administration cost/tenancy Less than £795 per tenancy £768

Liquidity - current assets:current liabilities 1.10:1 3.77:1
(adjusted for develo p ment overdrafts)

Liquidity - cash:current liabilities 1:1 3.43:1
(adjusted for development overdrafts)

Interest cover - operating surplus;interest 1.96:1 2.78:1
payable (adjusted for depreciation)

Debt per unit Maximum of £25,000 (as adjusted to £18,874
reflect new HAG assumptions)

Turno ve r

Turnover has increased by £0.3M to £5.9M reflecting the ful l year rent for the previous year's comp l etions, this year's
additions and the annual rent increase. Rents accounted for almost 100% of our turnover with a very small percentage (0.5%)
relating to recoveries made from owners for l andscape maintenance.

Operating Costs

Operating costs represent 57% of turnover which is 2.6% higher than the previous year due largely to essential maintenance
expenditure.

The trends in both t h e above since the formation of Ayrshire Housing in its c u rrent form in 2003 is illustrated below:
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Operating Costs /Cont ...
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The growth in turnover can be further illustrated against operating surplus, interest payable and tota l costs including loan
repayments for the eleven years since the formation of Ayrshire Housing.
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Interest

Sterling base rates remained low in the year to 31 March 2014 and this had a positive effect on the variable rate l oans within
our portfolio.

Surplus for the Year

Surplus on ordinary activities for the year was £1.4M compared to £1.9M for 2012/13. This exceeded budgeted projections
due large l y to the reduction in interest payab l e on our variable rate based borrowings offset by higher than anticipated spend on
repairs to our stock.

Page 8



AYRSHIRE HO US ING

OP E RATING AND FINANCIAL REVI EW

FOR TH E YEAR EN DED 3 1 S T MARCH , 2 0 14/Cont...

Reserve s

Financial reserves, consisting of revenue reserves set aside to manage the general risks faced by the association, stood at

£ 1 4.1 M. This represents an increase of 10% over the same reserves at 3 1 March 2013.

Cas h flow

Positive cash flows of £3.3M were generated from our operating activities. I nterest payable was £ 1 ,174k offset s l ightly by
interest receivable of £24k. We spent £3.1M on our development project, improvement works and acquisitions. We also
repaid capital of £1.OM of our housing loans as per the individual loan agreements.

Capital Structure and Trea s ury Policy

Borrowings at the year end were £28.6M. This debt is borrowed wholly from banks and bui l ding societies in the UK.

The Board recognises that the association's level of debt makes it important to consider its treasury policy. The treasury
function operates within a framework of c l early defined Board approved policies, procedures and delegated authorities. The
association borrows on a conventional basis with loans typically repayable over 30 years. These l oans are secured over the
properties being financed.

Maturity p rofile: the fo l lowing table provides an analysis of when the debt falls due for repayment.

Between one and two years £ 2.3M
B etween t hree and fi ve years £ 23 M
I n five years or more £ 24.OM
To tal £ 28.6M

A graphical representation of our Loan to Value can be found in the graph below:
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Future Prospects :

The association's financial position is sound and a trend of improvement in its financial and operationa l performance has been
maintained over many years. We comply with all of our lenders covenants which, based on our financia l projections, will
continue into the future. The introduction of FRS 102 will alter how future financial information will be reported and it is of
crucial importance that any potential impact on our covenant position is fully examined prior to approving any new initiative.

We will continue to manage our finances in a prudent manner and wi ll a l so deliver va l ue for money to our tenants and private
owners.

We wil l achieve this by:

• Setting rents at levels which are affordable to our tenants;
• Providing a high quality service and

• Tight cost control.

We have a we ll motivated and competent workforce of 24 employees with a relatively low staff turnover. We are full members
of the Federation of Employers in Voluntary Housing which provides us with support in managing and developing our staff to
foste r a culture of continuous improvement.

The association is fo l lowing a number of strategies which we expect wi l l contribute and inform the above actions.

The association continues to invest in housing through its development and refurbishment programme. However, new build
opportunities may now be lost through the reduced amount of grant assistance current l y available from government. We will
look towards innovative approaches in generating finance to allow much needed new houses to be delivered where possible.

Our major repair programme remains a key e l ement of our strategy to provide good quality homes for all of our tenants. Our
financial projections demonstrate that we will be able to meet our ob l igations under the Scottish Housing Quality Standards.

We are aware of the possible impact that a continued economic recession may have on our tenants. Our housing officers work
c l ose l y with a l l our tenants identifying issues as early as possible to ensure that the tenant is aware of the different types of
assistance avai l able to t hem. In this way it is hoped to minimise rent arrears and bad debt write off and other costs associated
with rent arrears.

wa*
^qA-10
/,O
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AYRSHIRE HOUSING

REPORT O F TH E TRUST EES

FOR TH E YEAR ENDED 3 1 ST MARCH , 20 1 4

The Trustees present their report and the audited financial statements for the year ended 31 51 March, 20 1 4.

Principal Activities

Ayrshire Housing is a company limited by guarantee and is governed by its Memorandum and Articles of Association.

Accordingly the Company has no share capital. It is a registered charity and is registered with the Housing Regulator as a
Registered Social Landlord. The Company's principal activities are the provision, construction, improvement and

management of rented and shared ownership accommodation.

Rev iew of th e Yea r

The financial results for the year are set out in the income and expenditure account. The surplus for the year is £1,404,936

(2013 - £1,894,415) and this wil l be transferred to our reserves as part of our overall risk management strategy. During the

year our involvement with the national Mortgage to Rent Scheme added 7 new properties to our stock. We a l so added 4

properties to our general stock from open market purchases and we completed one new project of 13 properties.

Changes in Fixed Assets

Details of changes in fixed assets are set out in Notes 12-13.

The Trustees and Executive Officer

The Trustees and Executive Officer of the Company are as follows:-

Executive Officer

. J. Whiston

Trustees

. P. Torrance

. S. Reid

. P. Boyd (resigned 28.02.14)

. Cllr C. Wilson

. Cllr J. Hampton

. Cllr. I. Cavana
R. MacDonald
B. Donald

. F. Maguire

(Chairperson)
(Vice Chairperson)

(Honorary President)

M . Low
R . McRoberts
R . Leith
G . McInto sh
F . Barr
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AYRSHIRE HOUSING

REPORT O F THE T RUSTEES

FOR THE YEAR ENDED 31ST MARCH, 2014 /Cont. . .

Insurance
The Company has purchased insurance against liabilities in relation to the Company arising from the actions of Trustees and
other officers of the Company.

Statement of Trustees' Responsibilities
The Companies Act 2006 require the Trustees to prepare financial statements for each financial year which gave a true and fair
view of the state of affairs of the Company and of the income and expenditure of the Company for the year ended on that date.
In preparing these financial statements, the Trustees are required to:-

select suitable accounting policies and then apply them consistent l y;

make judgements and estimates that are reasonable and prudent;

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

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

prepare a statement on interna l financial control.

Key procedures that have been established, and are designed to provide effective internal financial control, are:-

Control en vir o nm e nt - the Company has an organisational structure with clearly defined lines of responsibility, job
descriptions and delegation of authority. These are set out in accordance with the Company's Standing Orders and Policy and
Procedure Manuals. The Company has comp l ied with the Scott i sh H ousing Regulator Code of Audit Practice (SHGN 97/06).

I nform a ti on syste m s - the Company has a comprehensive system of financia l reporting. The annual budget and thirty year
projections are approved by the Trustees. Quarterly actual results are reported against budget and any significant adverse
variances are examined by management and remedial action taken. There are quarterly and thirty year cashflow projections
and revised budget forecasts are considered as at 30`x' September each year.

Contro l proced u res - policies and procedures are maintained for all areas of operations. In particular, there are clear l y
defined policies for deve l opment projects and capital expenditure. Large or unusual capital expenditure projects require
Trustees' approval.

The Trustees are responsible for keep i ng proper accounting records which disclose, with reasonable accuracy at any time, the
financial position of the Company and to enable it to ensure that the financial statements comply with the requirements of the
Companies Act 2006, the Housing (Scotland) Act 2010 and the Determination of Accounting Requirements April 2012. It is
also responsible for safeguarding the assets of the Trust and for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

C o rpora te G ov e r n a n ce
The Company has complied throughout the accounting period with the Code of Best Practice published by the Cadbury
Trustees in 1992 on t h e Financial Aspects of Corporate Governance.

In accordance with the requirements of the Scottish Housing Regulator, the auditors have confirmed that they consider this
statement appropriately reflects the Company's compliance with those paragraphs of the Code of Best Practice required to be
revised by them. The auditors have also confirmed that, in their opinion, with regard to the Trustees' Statement on Internal
Financial Control on page fifteen the Trustees have provided the disclosures required by Paragraph 4.5 of the Code of Best
Practice as supplemented by the related guidance for Trustees and such a statement is not inconsistent with the information of
which they are aware from their audit work on the financia l statements.
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AYRSHIR E HO USING

REPORT OF THE TRUSTEES

FOR TH E YEAR EN DED 31 ST MARCH , 2 014/Cont...

Statement as to Disclosure of Information to Auditors

So far as the Trustees are aware, there is no relevant audit information (as defined by Section 418 of the Companies Act 2006)

of which the Company's auditors are unaware, and each Trustee has taken all the steps that he or she ought to have taken as a

Trustee in order to make himself or herself aware of any relevant audit information and to establish that the Company's

auditors are aware of that information.

Auditors
A resolution to appoint the auditors, Armstrongs, will be proposed at the Annual Genera l Meeting.

By order of the Board

Secretary

, r_Dated : ^
0 51 ^0

i
T
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AYRSHIR E HO US I NG

TRUSTE E S STAT EMENT ON TH E CO M PANY 'S

S Y ST EM O F INTERNA L FINANC I A L CO NTROL

FOR THE YEAR EN D E D 3 1 ST M ARCH, 20 1 4

The Trustees acknowledge their ultimate responsibi l ity for ensuring that the Company has in place a system of controls that is

appropriate to the various business environments in which it operates. These controls are designed to give reasonable

assurance with respect to:

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

The maintenance of proper accounting records;

The safeguarding of assets (against unauthorised use or disposition).

I t is the Trustees' responsibility to establish and maintain systems of internal financia l control. Such systems can only provide
reasonable and not absolute assurance against material financial misstatement or loss. Key e l ements include ensuring that:

Formal policies and procedures are in p l ace, i ncluding the documentation of key systems and rules re l ating to the
delegation of authorities, which al low the monitoring of contro l s and restrict the unauthorised use of the Company's
assets;

Experienced and suitably qualified staff take responsibi l ity for important business functions. Annual appraisa l

p r ocedures have been established to maintain standards of performance;

Forecasts and budgets are prepared regularly which allow the Trustees and staff to monitor the key business risks and
financial objectives, and progress towards financial plans set for the year and the medium term;

Regular management accounts are prepared p romptly, 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, through re l evant sub-committees comprising Trustee members and others;

The Trustees review reports from management, from directors, staff and from the externa l and internal auditors to
provide reasonable assurance that control procedures are in p l ace and are being followed. This includes a general
review of the major risks facing the Company;

Formal procedures have been established for instituting appropriate action to correct weaknesses identified from the
above reports.

The Trustees have reviewed the effectiveness of the system of internal financia l control in existence in the Company for the
year ended 31 51 March 2014 and until the below date. No weaknesses were found in internal financial controls, which resulted
in materia l losses, contingencies, or uncertainties, which require disclosure in the financial statements or in the Auditor's
Report on the financia l statements.

By order of the Board

Secr e t a ry war^,

Dated : /0 1 20, l .^
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AYRSHIRE HO US ING

RE PORT OF THE AUDITORS ON THE TRUSTEES

STATEMENT O N THE COM PANY 'S SY STEM OF I NTERNAL FI NANCIAL CONTROL

FOR TH E Y EAR E NDED 3 1 ST M A RCH, 20 1 4

C o rpo ra t e G ove rn a nce

In addition to our audit of the financial statements, we have reviewed the Trustees' statement concerning the Company's

compliance with the information required by the section on interna l financial control within SFHA's pub l ication "Raising

Standards in Housing".

Basis of Op inion

We carried out our review having regard to the Bulletin "Disclosures Relating to Corporate Governance" issued by the

Auditing Practices Board. The Bulletin does not require us to review the effectiveness of the Company's procedures for
ensuring comp l iance with the Guidance Notes, nor to investigate the appropriateness of the reasons given for non-compliance.

Opini o n

In our opinion the statement on internal financ i al control on page fifteen has provided the disclosures required by the section

on internal financial control within SFHA's pub li cation "Raising Standards in Housing" and is consistent with the information

which came to our attention as a resu l t of our audit work on the financia l statements.

Through enquiry of certain Trustee members, directors and officers of the Company, and examination of re l evant documents,

we have satisfied ourselves that the Trustees' Statement on I nternal Financial Control appropriate l y reflects the Company's
compliance with the information required by the section on i nternal financial control within SFHA's publication "Raising
Standards in Housing".

Adam Armstrong, LLB, CA, (Senior Statutory Auditor),
for and on behalf of Armstrongs,
Statutory Auditor,
Chartered Accountants,
Victoria Chambers,
142, West Nile Street,
Glasgow,

GI 2RQ.

Dated : 10 ^ ,..et 1-^6 S qo 14
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REPORT OF THE INDEPENDENT AUDITORS TO

TH E MEM B E RS O F AYRS HIR E HOUS I NG

We have audited the financial statements of Ayrshire Housing for the year ended 315' March 2014 which comprise the Income
and Expenditure Account, Statement of Recognised Gains and Losses, Note of Historical Surpluses and Deficits, the Balance
Sheet, the Cash Flow Statement and the related notes one to twenty eight. The financial reporting framework that has been
applied in their preparation is applicable law and the Determination of Accounting Requirements April 2012.

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies
Act 2006, and to the charity's trustees as a body, in accordance with Section 44(1) (c) of the Charities and Trustee Investment
(Scotland) Act 2005 and Regulation 10 of the Charities Accounts (Scotland) Regulations 2006 (as amended). Our audit work
has been undertaken so that we might state to the Company's members those matters we are required to state to them in an
auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company, the Company's members as a body and its trustees as a body, for our audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of Trustees and Auditors
As explained more fully in the Statement of Trustee's Responsibilities set out on page thirteen, the Trustees are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to
audit and express an opinion on the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's Ethical Standards for
Auditors.

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error. This
includes an assessment of: whether the accounting policies are appropriate to the Association's circumstances and have been
consistently applied and adequately disclosed; the reasonableness of significant accounting estimates made by the Trustees; and
the overall presentation of the financial statements. In addition, we read all the financial and non-financial information in the
Report of the Trustees to identify material inconsistencies with the audited financial statements. If we become aware of any
apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:
- give a true and fair view of the state of the Company's affairs as at 31St March 2014 and of its surplus for the year

then ended;

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

- have been properly prepared in accordance with the requirements in the Companies Act 2006, Schedule I, the
Housing (Scotland) Act 2010, the Determination of Accounting Requirements April 2012, the Charities and
Trustee Investment (Scotland) Act 2005 and Regulation 14 of the Charities Accounts (Scotland) Regulations 2006
(as amended).

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Report of the Trustees for the financial year for which the financial statements
are prepared is consistent with the financial statements.

Page 17



R EPORT O F T H E I N D EPENDENT AU DITOR S TO

THE MEMBERS OF AYRSHIRE HOUSING

Matters o n wh ich we ar e re q u ired to re por t by except i o n
We have nothing to report in respect of the fo l lowing matters where the Companies Act 2006, or the Charity Accounts

(Scotland) Regulations 2006 (as amended) require us to report to you if, in our opinion:

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

- the information given in the Report of the Trustees is inconsistent in any mater i al respect with the financial
statements; or

- the Company has not kept proper accounting records; or
- the financia l statements are not in agreement with the books of account; or
- we have not received all the information and explanations we need for our audit.

Adam Armstrong, LLB, CA, (Senior Statutory Auditor),

for and on behalf of Armstrongs,
Statutory Auditor,
Chartered Accountants,
Victoria Chambers,
142, West Nile Street,

Glasgow,
G 1 2RQ.

Dated : 10 !^ ^52
f
^e.,,,.^3zA Z + y-
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AYRSHIRE HOUSING

INCOME AND EXPENDITURE ACCOUNT

FOR THE YEAR ENDED 31ST MARCH, 2014

Turnover

Operating Costs

Operating Surplus

Gain on Disposal of Housing Property
Interest Receivable and Other Income
I nterest Payable and Similar Charges

Surplus for the year

The results for the year relate wholly to continuing activities.

No t es

2

2

2

5
8
9

2014

5,936,056

3,381,153)

2,554,903

23,685
( 1,173,652)

1,404,936

2013

5,676,552

( 3,097,355 )

2,579,197

50,872
34,372

( 770,026)

1,894,415
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AYRSHIRE HOUSING

STATEMENT OF TOTAL RECOGN ISED GA INS AND LOSSES

FOR THE YEAR EN D ED 3 1 ST M ARCH, 2014

Surplus/(Deficit) for the year

Acturial gain/(loss) on pension scheme

Unrealised Surplus/(Deficit) on Revaluation of Properties

Total recognised gains and losses re l ating to the year

2014

1,404,936

( 1 13,000)

1,291,936

AYRSHIR E HO USING

NOTE OF HISTORICAL SURPLUSES AND D EF IC ITS

FOR TH E Y EAR EN D E D 3 1 ST MARCH 201 4

Reported surplus/(deficit) on ordinary activities before taxation

Difference between historica l cost depreciation and the actua l charge for the

year calcu l ated on t h e revalued amount

Rea l isation of property revaluation gains of previous years

Historical cost surplus/(deficit) on ordinary activities

Historical cost surplus/(deficit) on ordinary activities

2 014

1,291,936

20 1 3

1,894,415

( 109,000)

2,701,444

4,486,859

20 13

4,486,859

70,528 67,379

- 5,631

1,362,464 4,559,869

1,362,464 4,559,869
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AYRSHIRE HOUS ING

BALANC ESH EET

AS AT 31 ST MARCH, 201 4

Tan gi bl e Fi xed Asse t s
Housing Properties (net of depreciation)

Other

Curre nt Asse ts
I nvestments
Debtors
Cash at Bank and in Hand

Cre dit o r s : amounts falling due within one year

Net Current Assets/(Liabilities)

Total Assets less Current Liabi l ities

Credit o r s : amounts fa ll ing due after more than one year

Pension liability

Net Assets

Notes

12

13

14

15

16

1 7
20

2014

46,093,343

309,480
46,402, 823

1
578,541

5,750,549

6,329,091

1,702,313

4,626,788

51,029,601

( 27,365,175)

( 391,000)

23,273,426

201 3

44,84 1,380

323,015
45,124,395

1

539,686
5,692,158

6,231,845

1,570,298

4,661,547

49,785,942

( 27,526,452)

( 278,000)

21,981,490

Cap i ta l a nd Rese rves
Revaluation Reserves 1 9 9,206,724 9,277,252

Revenue Reserve 2 1 14,066,702 12,704,238

23,273,426 21,981,490

These financial statements were approved by the Trustees on ra^^{e,^l^', to I4- and signed on their behalf by:

Chairperson -' (A-u, 76-42" C4^

Trustee l

Secretary

W3+'
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AYRS HIRE H OUS I NG

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31ST MARCH, 2014

2014

Net Cash inflow from operating activities 3,315,199

Returns on in vestments and servici n g o f Finance

Interest Received
Interest Paid

Ca pi t al Expe ndi t ur e a nd Fin a n c i a l In vestme nt

Payments to acquire and develop housing properties

Payments to acquire other fixed assets

Grants received/repaid

Proceeds of disposa l of housing property

N et cash inflow (outflow) before financin g

Fin an c in g
Loans - Received

- Repa i d

Increase /(Decrea s e ) in c as h

Reco n c ili at i o n o f n e t cas h fl ow t o m ovem e nt in n et d e b t
Increase/(Decrease) in cash in the year

Cash (inflow)/outflow from (increase)/decrease in loan finance

Decrease/(Increase) in net debt resulting from cash flow

Net debt at O 1 .04.13

Net debt at 3 1 .03.14

20 1 3

3,240,531

23,685 34,372

( 1,173,652 ) ( 770,026 )

( 1,149,967) ( 735,654)

( 3,055,637)

( 12,034)
1,072,490

( 1,995,181 )

170,051

( 1,464,905)
( 29,468)

122,183
77,010

( 1,295,180)

1,209,697

926,000 210,640

( 1,037,660 ) ( 1,112,025 )

( 111,660 ) ( 901,385 )

58,391 308,312

58,391 308,312

111,660 901,385

170,051 1,209,697

( 22,995,407) ( 24,205,104)

( 22,825,356 ) ( 22,995,407 )
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AYRSHIRE HOUS I NG

NOTES TO TH E CASH FLOW STATEMENT

FOR THE YEAR EN D E D 31 S T MARCH , 2 014

1 . Reconciliation of surplus for the year to net

cashflow from operating activities

Operating Surplus
Depreciation
(Increase)/Decrease in Debtors

I ncrease/(Decrease) in Creditors

2. Analysis of changes in net debt

Cash in hand and at bank

Debt due within one Year

Debt due after one Year

Cash in hand and at bank
Debt due within one Year
Debt due after one Year

2014 201 3
£ £

2,554,903 2,579,197
696,819 677,3 1 3

( 48,666) ( 39,739)
112, 1 43 23,760

3,315, 1 99 3,240,53 1

Cash
2014 F low 2013

£ £ £

5,750,549 58,391
( 1,210,730) ( 49,617)
( 27,365,175 ) 161,277

( 22,825,356 ) 170,051

Cash
2013 Flow
£ £

5,692,158

( 1,161,113)

( 27,526,452 )

( 22,995,407 )

2012

5,692,158 308,312

( 1,161,113) ( 22,641)

( 27,526,452 ) 924,026

( 22,995,407 ) 1,209,697

5,383,846

( 1,138,472)

( 28,450,478 )

( 24,205,104 )
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A YRS HIR E HO US I NG

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR EN D E D 3 1 ST MA RC H , 20 1 4

1. P ri n cipal Accou n ting P o l icies

The Company is incorporated under the Companies Act 2006, as a company limited by guarantee.

The financial statements have been prepared under the historical cost convention as modified by the revaluation of
housing properties and in compliance with the Determination of Accounting Requirements April 2012, the Statement of
Recommended Accounting Practice (SORP): Accounting by Registered Social Housing Landlords Update, issued by the
Scottish Federation of Housing Associations in October 2010 and applicable Accounting Standards. A summary of the
more important accounting policies is set out below.

Turnover

Turnover relates to the income from l etting of properties at affordable rents, and the supply of feuing services, together
with revenue grants from the Scottish Housing Regulator, local authorities and other organisations.z::

Housing Properties

Housing Properties are stated at cost, less social housing and other public grants and less accumulated depreciation.
Completed housing properties are professionally valued on an existing use basis. Surpluses and deficits are reflected in
the revaluation reserve. Permanent diminutions in value of housing property are eliminated first against any revaluation
reserve in respect of that property with any excess being charged in the income and expenditure account.

Improvements are capitalised where these result in an enhancement of the economic benefits of the property. 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.

Reviews for impairment of housing properties are carried out regularly and any impairment in an income-generating unit
is recognised by a charge to the Income and Expenditure Account. Impairment is recognised where the carrying value of
an income-generating unit exceeds the higher of its net realisable value or its value in use. Value in use represents the net
present value of expected future cash flows from these units. Impairment of assets would be recognised in the Income and
Expenditure Account.

Wor k t o Ex i s t ing H ousi n g P ro p e rt ies

Expenditure on improvements to existing property, which adds to the value of the property or extends its useful life, is
capitalised as part of the cost of the property. All other maintenance expenditure is written off the income and expenditure
account in the year in which it is incurred.

Sa l e of H ousi n g Propert i es

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.

The Statement of Recommended Practice 2008 states that the disposal of shared-ownership properties first tranche sales be
included in turnover at completion with the balance being classified as fixed assets. Due to the Company's last shared-
ownership scheme being off-site in 2000 and records only being required to be held for six years, this exercise has not
been carried out.
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AYRS HIR E HOUS I NG

NOTES TO TH E FI NANC IAL STATEMENTS

FOR TH E YE AR ENDED 31 ST MARCH , 2014/Cont...

1. Pr i ncip a l A ccou nt i n g P o li c i es/Cont...

Depreciation - housing properties

Properties other than heritable land are depreciated in accordance with FRS15 at rates ca l culated to reduce net book value

of each component of the property to its estimated residual value, on a straight line basis, over the expected remaining life

of the component. Heritable land is not depreciated. The estimated useful lives of the assets and components is shown in

the table below.

Building
Roof
Windows
Radiators
Boilers

60 years
40 years

30 years

30 years

15 years

Bathrooms 30 years

Kitchens 20 years

Wiring 40 years

Lift 20 years

The year to 31 51 March 2012 represents the first full year of implementation of component accounting (prior to this only

three components - land, building and grant were recognised).

Other Fixed Assets

Other fixed assets are stated at cost less accumulated depreciation. Depreciat i on is charged by equal instalments

commencing with the year of acquisition at rates estimated to write off costs less any residual value over the expected

economic useful lives at annual rates:-

Furniture and Fittings - 20% straight line

IT Systems - 20% straight line

Offices - 2% straight l ine

Let Properties - 20% straight l ine

So c ial Ho u s in g Gra n t a nd O the r Gra nt s

Where developments have been financed wholly or part l y by Socia l Housing Grant or other capital grant, the cost of those

developments have been reduced by the amount of the grant receivable. The amount of the grants receivab l e is shown

separately on the notes to the financia l statements.

Socia l Housing Grant received in respect of revenue expenditure is credited to the Income and Expenditure Account in the

same period as the expenditure to which it relates.

Although Social Housing Grant is treated as a grant for accounting purposes, it may nevertheless become repayable in

certain circumstances, such as the disposa l of certain assets. The amount repayable would be restricted to the net proceeds

of sale.

Pe n s i o n Cos t s

The Organisation participates in the centralised Scottish Housing Associations' defined benefit pension scheme and

retirement benefits to emp loyees of the Organisation are funded by contributions from all participating employers and

employees in the scheme. Payments are made in accordance with periodic calculations by consulting actuaries and are

based on pension costs applicable across the various participating Members taken as a who l e.

The expected costs to the Organisation of pension is charged to the income and expenditure accounts so as to spread the

cost of pensions over the serv i ce l ives of employees.

The Organisation participates in the centra l ised Strathc l yde Pensions Trust defined benefits pension scheme and retirement

benefits to employees of the Organisation are funded by the contributions from al l participating emp l oyers and employees

in the scheme. Payments are made to the Trust in accordance with periodic calculations by consulting actuaries and are

based on pension costs app l icable across the various participating employers taken as a whole.

The expected cost to the Organisation of pensions is charged to income so as to spread the cost of pensions over the

service lives of the employees in the scheme taken as a whole.
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AYRS HIRE HOUS I NG

NOTES TO TH E F INANC IAL STATEMENTS

FOR TH E YEAR ENDED 3 1 ST MARCH , 2014/Cont...

1. Prin c ip a l Acco untin g P o li cies/Cont...

Pension Costs/Con t ...

The Organisation has fully adopted accounting standard FRS 17 `Retirement Benefits' during the year. The impact of this

standard has been reflected throughout the financial statements.

The difference between the fair value of the assets held in the Organisation's defined benefit pension scheme and the

scheme's l iabilities measured on an actuarial basis using the projected unit method are recognised in the Organisation's

balance sheet as a pension scheme liab i lity.

Leases

Assets held under operating leases are not capitalised. The lease rentals are expensed to the income and expenditure

account in the year in which they are incurred.

Capitali sa tion of Interest

I nterest incurred on the financing of a development is capitalised up to the date of completion of the scheme if the net

book va l ue or net rea l isable value is lower than its value in use.
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AYRSHIRE HOUSING

NOTES TO TH E FINANCI AL STAT EMENTS

FOR THE YEAR EN DED 31 S T MARCH , 20 14/Cont...

2 . Lettings and other related information

Particulars of turnover, operating costs and operating surplus by class of business

Notes

Social Lettings

Other Activities

Total

3

4

No t es

Social Lettings

Other Activities

Total

3

4

Turnover

5,903,550

32,506

5,936,056

Turnover

5,645,950

30,602

5,676,552

2014
Operating

Operating Surplus/

Costs (Deficit)

£ £

3,381,153 2,522,397

- 32,506

3,381,153 2,554,903

2013
Operating

Operating Surplus/

Costs (Deficit)

£ £

3,097,355 2,548,595

- 30,602

3,097,355 2,579,197

None of the income or expenditure from lettings re l ated to special needs.

3. Particulars of Inc o me and Expenditure from Lettings

G e ne r a l S h a red T o t a l

Nee d s Ow ne rs hip 2 014 20 13

£ £ £ £

Incom e fr o m Lett in gs
Rent receivable net of identifiab l e serv i ce c h rgs 5,645,361 40,424 5,685,785 5,412,066

Service charges receivable 275,407 - 275,407 262,149

Gross inco m e fro m re nt s a n d se rvice c h a rges 5,920,768 40,424 5,96 1 ,192 5,674,215

Less: voids ( 57,642) - ( 57,642) ( 28,265)

To t a l t urnove r fro m soc i a l l e t t in g activ it ies 5,863,126 40,424 5,903,550 5,645,950

Ex p end it ure on Let tin gs
Management and maintenance admin costs

Reactive repairs and maintenance
Bad debts
Planned and cyclical maint incl major repairs

Depreciation of social housing

Op e rat in g cos ts fo r so ci a l l e t t in g act ivi t ies

Op e rat in g surplu s fo r soc i a l l e ttin gs fo r 201 4

Ope ra ting surplus for social lettin gs for 2013

1,197,231 12,102 1,209,333 1,096,717

1,275,524 - 1,275,524 1,120,547

31,701 - 31,701 15,553

193,345 - 193,345 213,143

665,651 5,599 671,250 651,395

3,363,452 17,701 3,381,153 3,097,355

2,499,674 22,723 2,522,397 2,548,595

2,523,309 25,286 2,548,595

The amount of service charges receivable on housing accommodation not eligible for housing benefit is £Nil.

Page 27



AYRSHIRE HOUS I NG

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31ST MARCH, 2014/Cont...

4. Particu l ars of Turnover, Operating Costs & Operating Surpluses or Deficits from Other Activities

Wider Action Role

Care & Repair

Factoring

Development Activities

Support Activities

Care Activities

Other Management Services

Aids & Adaptations

Other Activities

Commercial Rent

Total from Other Activities 2014

Total from Other Activities 2013

G ra n ts

fro m Oth e r
Sco tt is h Reven u e
Mi n iste rs G ra nt s

£ £

Supportin g Other Total Operatin g Other Operating Operating

Peo pl e Income Turnover Cos t s- Operatin g Surplu s/ Surplu s/
Income Ba d Cos ts Deficit for D e ficit fo r

Debt 2014 2013

£ £ £ £ £ £ £

- 21,160 21, 1 60 - - 21, 1 60 1 9,639

- 1 1 ,346 11 ,346 - - 11,346 10,963

- 32,506 32,506 - - 32,506

- 30,602 30,602 - - 30,602
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AYRS HIR E HO US I NG

NOT ES TO TH E F I NANC I A L STATEMENTS

FOR THE YEAR ENDED 31ST MARCH, 2014 /Cont ...

5. P ro fi t o n Di s p osa l o f Fi xed Asse t s

Proceeds from sale of fixed assets

Less: Cos t o f Sa l es

Value of property
HAG receive d
HAG repaid
Legal and valuation costs

80,000

26,138
7,207
7,207)
2,990

29,128

50,872

6. Dire cto rs Emolum e n ts
The directors are defined as the members of the B oard of Trustees, the Execut i ve Officer and any other person
reporting direct l y to the Board of Trustees whose total emoluments exceed £60,000 per annum.

None of the Trustees received any remuneration during the year.

N u mber o f 2 014 Num ber of 20 13
O ffi cers £ O ffi cers £

Tota l Emoluments (including pension
contributions and benefits in kind)

60,000 to 69,999
70,000 to 79,999
80,000 to 89,999

90,000 to 99,999
100,000 to 109,999

3 209,948 3 204,169

3 209,948 3 204,169

Total Emoluments (excluding pension
contributions) to the highest paid Director

Total Emoluments (excluding pension
contributions) to the Chairman amounted to

Pension contribution payab l e to Offi cers in
excess of £60,000
Salary

Tota l expenses reimbursed to t he Board in so far
as not chargeab l e to United Kingdom I ncome
Tax

66,944

Nil

3 32,889 3

Nil
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NOTE S TO THE FINANCIAL STATEMENTS

FOR TH E YEAR EN DED 3 1 ST MARCH , 2014/Cont...

7. Emplo ye e Info rmation

The monthly average number of fu l l time equivalent em ployees (excluding

Executive Trustees) during the year was :-

Wages and Salaries
Social Security Costs
Pension Contributions

8 . Interest Receivable and Other Income

Bank Interest Receivable

9. In te rest P aya bl e and S im i l a r Ch a rges

Loan Interest

10. Op erati ng S ur p lu s

Operating surplus is stated after charging/(crediting):-

Depreciation - Property
- Other Assets

Auditor's Remuneration
Leasing
Bad Debts written off

2 014 201 3

£ £

23.2 19.5

696,179 611,609
60,676 51,054
123,547 111,076

880,402 773,739

2014 2 01 3

£ £

23,685 34,372

2014 2013
£ £

1,173,652 770,026

201 4 20 1 3
£ £

671,250 651,395
25,569 25,916
7,728 7,560
14,848 11,440

31,701 1 5,553

11. T axa t io n

The organisation was granted charitab l e status on 5°i May 1998 and as such is no longer subject to taxation.
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FOR THE YEAR ENDED 31ST MARCH, 2014 /Co nt ...

12. T ang i b l e Fixed Asse t s - H ous i ng P roperties

Cos t/Valua ti o n
At 01.04.13
Additions

Disposals
Transfer on comple t ion

At 31.03.14

Grants
At 01.04.13

Received in year
Transfer on completion

At 31.03.14

Oth e r Gra nt s
At 01.04.13
Received in year

At 31.03.14

Depreciation
At 01.0.13
Charge for year
Disposals

At 31.03.14

Net book value at 31.03.14

Net book value at 31.03.13

Heritable Rented Shared

Housing Accommod. Ownership
Prop. Held Under Held For
For Letting Construction Letting

£ £ £

44,146,342 183,038 472,000
1,226,190 1,719,877 -

( 34,500) - -
1,650,707 ( 1,650,707) -

46,988,739 252,208 472,000

101,874 739,895 -
605,029 ( 605,029) -
706,903 134,866 -

141,085 - -

141,085 - -

Total

44,801,380
2,946,067

( 34,500)

47,712,947

841,769

841,769

141,085

141,085

665,6 5 1 - 5,599 671,2 5 0
{ 34, 5 00) - - ( 34,500)

631,151 - 5,599 636,750

45,509,600 117,342 466,401 46,093,343

44,146,342 183,038 472,000 44,801,380

Development Administration cost capitalised amounted to £31,900 (2013 - £23,33 1 ) for which grants of £Nil (2013 -
£Nil) were received in the year.

Comp l eted housing properties were reva l ued on the basis of existing use value for socia l housing at 24 June 2013 by
Jones Lang LaSalle, Chartered Surveyors. The valuation report has been made in accordance with the RIGS Appraisal

and Valuation Manual. The Trustees do not believe that the values would have been materially different at the balance

sheet date.

All housing properties are freehold.

20 14 20 1 3

Cost of Properties
Less: Social Housing and Other Grants

107,171,709 104,347,578
61,844,602 60,787,480

Less: Depreciation

45,327,107 43,560,098
( 5,129,290) ( 4,458,040)

40,197,817 39,102,058
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NOT ES TO TH E FINANCIA L STATEMENTS

FOR THE YEAR ENDED 31ST MARCH, 2014/Con t...

13. Tangible Fixed As s et s - Other Fixed As s ets
Let

Fixtures Properties

Office and Computer Furniture

Premises Fittings Equipment & Fittings

£ £ £ £

Cos t
As at 01.04.13
Additions

As at 3 1 .03.14

Depreciation
As at 01.04. 1 3
Charge for Year

As at 31.03.14

Ne t Book V a lu e as a t 3 1 . 03 . 14

Ne t B ook V a lu e as a t 01 . 04 . 13

14. In vest m ent

15 .

16 .

Ayrshire Housing holds the one issued share of Ayrshire Homestake Limited, a company registered in Scot l and.

337,108 106,678 246,997 161,920 852,703

- - 12,034 - 12,034

337,108 106,678 259,031 161,920 864,737

54,545 102,106 221,273 151,764 529,688

6,775 1,524 12,370 4,900 25,569

61,320 103,630 233,643 156,664 555,257

275,788 3,048 25,388 5,256 309,480

282,563 4,572 25,724 10,156 323,015

Total

The principal activity of Ayrshire Homestake Limited is the administration of the new supp l y of shared equity

properties.

D eb t o r s

2 014

316,845
( 10,000)

271,696

578,541

2 014

20 1 3

Rental Debtors
Provision for Doubtful Debts
Other Debtors

Cred i to rs du e w i th in one yea r

251,585

( 10,000)
298,101

539,686

2013

Housing Loans 1,210,730 1,161,113

Trade Creditors 246,380 139,010

Development Creditors 20,430 50,175

Other Taxes and Socia l Security 33,862 51,439

Accruals 53, 1 36 87,343

Prepaid Rents 137,775 81,218

1,702,313 1,570,298

Creditors due within one year include development guarantees totalling £Nil (20 1 3 - £Ni l ) for which agreement in

principal has been received for conversion into long term finance.
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2014 2013
£ £

17. Creditor s due after more than one year

Loans 27,365,175 27,526,452

Loans are secured by specific charges on the Company's properties and are repayable at rates of interest ranging from

0.93% to 5.96% (2013 - 0.94°/a to 5.96%) which will mature over a period of 1 2 to 30 years as follows:-

Between one and two years

Between two and five years

In five years or more

19 Reva lu a ti o n Reserve

Balance at 01.04.13
Transfer on Disposal of Properties
Depreciation Adjustment
Revaluation of propert i es

Balance at 31.03.14

2014

1 ,217,126
2,514,565

23,633,484

27,365,175

2014

9,277,252

( 70,528)

9,206,724

20 1 3

1,174,231
2,39 1 ,930

23,960,291

27,526,452

2 013

6,648,818
( 5,631)
( 67,379)

2,701,444

9,277,252
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20. P e n s i o n s

NOT ES TO THE F INANC I AL STATEMENTS

FOR TH E YEAR ENDED 31 S T MARCH , 2 0 1 4/Cont...

The Company is a member of two pension funds in order to provide benefits for its employees.

Firstly, the Company is a member of the Strathc l yde Pension Fund administered by Glasgow Council, a defined benefit

scheme, which is externally funded and contracted out of the State Earnings-Related Pension Scheme. The assets of the

scheme are held in a separate trustee-administered fund. The pension costs are assessed with the advice of independent

qualified actuaries, using the projected unit method.

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

scheme were taken at the last actuarial date of 315 5 March 2011.

2014

Last actuarial date
Inflation/Pension I ncrease Rate

Salary scale increase per annum
Discount rate
Expected return on assets

31 5 1 M arch 2014

2 . 9%
5 .2%
4 . 3%

6 .0%

The Organisation's expected rate of return and share of assets in the scheme were :-

2014

Equities
Bonds
Property
Cash

6.6%
3.7%
4.8%
3.7%

2013

31 S` March 2013

2.8%
5.1%
4.5%
5.2%

20 1 3

5.7%
3.4%
3.9%
3.0%

2 014

Est i mated employe r asse t share

Present value of scheme liabilities

Present value of unfunded liabilities

Total value of liabilities

Net Pension Liability

Ana l ysis o f amo un t ch a rge d to o p e ra ting pro fit

Service costs
Past service costs

Curtailment and sett l ements
Dec rease in i rrecoverable surplus

Total operating gain

A na l ysis o f a moun t c r edite d to oth e r fin a nce i n co m e

Expected return on em p loyers assets

Interest on pension scheme liabilities

Net return

2013

1,044,000 939,000

1,435,000 1,217,000

1,43 5,000 1,217,000

391,000 278,000

2014 2013

44,000

44,000

2014

50,000

( 56,000 )

( 6,000 )

27,000

27,000

2 01 3

47,000
47,000

Net revenue account gain 50,000 27,000
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20 . Pensions /Cont ...

An a l ys i s o f recog ni se d ga in s/( l osses) in S t atem ent o f To t a l Recog n ised Gai n s a nd Losses (STRGL)

2 014 2 01 3

Actual return less expected return on pension scheme

assets -
Experience gains and losses arising on the scheme

liabilities 15,000 72,000

Changes in financial assumptions under l ying the present

value of the scheme liabil i ties ( 112,000 ) ( 181,000

Actua l gain/(loss) in pension p l an ( 97,000 ) ( 109,000

Increase in irrecoverable surplus from the membership

fall and other factors - -

Actuarial gain recognised in STRGL ( 97,000 )

2014

( 278,000
( 44,000

34,000

( 1 09,000

201 3

( 169,000 )
27,000

( 27,000 )

Movement in surplus during the year

Deficit at I" April 2013
Current service cost

Employers contributions

Past service costs
Estimated benefits paid

Net returns on assets

Actuarial gain

Deficit at 31 S` March 2014

Hi s t o ry o f Exp e r ie n ce G a in s a nd Losses

Fair value of employer assets
Present value of defined benefit obligation
Surplus/(Deficit)
Experience gains/(losses) on assets
Experience gains/(losses) on liabilities

- 3,000

( 6,000 ) ( 3,000 )

( 97,000 ) ( 109,000 )

( 391,000 ) ( 278,000 )

20 14 20 13

1,044,000 939,000
1,435,000 1,217,000
391,000 ) ( 278,000

Secondly, the Company participates in the Scottish Housing Associations' Pension Scheme ('the Scheme'). The Scheme

is funded and is contracted-out of the State Pension scheme.

I t is not possible in the normal course of events to identify the share of underlying assets and l iabilities belonging to an

individual participating emp l oyer as the Scheme is a multi-employer arrangement 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.

Accordingly, due to the nature of the Scheme, the accounting charge for the period under FRS 17 represents the employer

contribution payable.

The Trustee commissions an actuarial valuation of the Scheme every three years. The main purpose of the valuation is to

determine the financial position of the Scheme in order to determine the level of future contributions required, so that the

Scheme can meet its pension obligations as they fall due.

The last formal valuation of the Scheme was performed as at 30`}' September 20 1 2 by a professionally qualified Actuary

using the Projected Unit Credit method. The market value of the Scheme's assets at the valuation date was £394million.

The valuation revealed a shortfall of assets compared with the va l ue of liabi l ities of £304 million, equivalent to a past

service funding level of 56.4%.
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20 . Pensions / Cont ...

The Scheme Actuary has prepared an Actuarial Report that provides an approximate update on the funding position of

the Scheme as at 300' September 2013. Such a report is required by legis l ation for years in which a full actuarial

valuation is not carried out. The funding update revea l ed an increase in the assets of the Scheme to £470 million and

indicated a decrease in the shortfa ll of assets compared to liabilities to approximately £272 mil l ion, equivalent to a past

service funding level of 63%.

As a result of this valuation the total contribution rate must increase on average by 7% of pensionable earnings for all

existing benefit option structures from April 2011.

Fo l lowing a change in l egislation in September 2005 there is a potential debt on the employer that could be levied by the

Trustee of the Scheme. The debt is due in the event of the employer ceasing to participate in the Scheme or the Scheme

winding up.

The debt for the Scheme as a who l e is calculated by comparing the liabi l ities for the Scheme (calculated on a buy-out

basis, i.e. the cost of securing benefits by purchasing annuity policies from an insurer, p l us an a ll owance for expenses)

with the assets of the Scheme. If the liabilities exceed assets there is a buy-out debt.

The l eaving employer's share of the buy-out debt is the proportion of the Scheme's liability attributable to employment

with the leaving employer compared to the total amount of the Scheme's liabi l ities (relating to employment with all the

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 inc l uding tota l Scheme l i abilities,

Scheme investment performance, the l iabilities in respect of current and former emp loyees 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
vo l atile over t i me.

The Company has been notified by The Pensions Trust of the estimated emp loyer debt on withdrawa l from the Scottish
Housing Associations' Pension Scheme based on the financial position of the Scheme as at 30`t' September 2013. As of
this date the estimated employer debt for the Company was £1,151,032 (2013: £1,182,240).

The total pension cost for the Company was £121,092 (2013: £109,226) of which £15,272 (2013: £34,939) was unpaid
and is included in creditors.

21 . Revenue Reserves

201 4 20 1 3
£ £

Balance at 01.04.13
Surplus for the year
Transfer to revaluation reserve

Balance at 3 1 .03. 1 4

22. Re l ated P a rti es

12,704,238
1 ,362,464

14,066,702

10,845,813
4,559,869

( 2,701,444 )

12,704,238

Some members of the Trustees are tenants of the Company. Their transactions with the Company are all done on

standard terms, as applicable to a l l tenants and they cannot use their position to their advantage.

Three Trustees are Councillors with South Ayrshire Council. Any transactions with the Council are made at arms length,

on normal commercia l terms and the said Trustees cannot use their position to their advantage.

During the period six tenants of the Company acted as Trustees. I n total they paid rent of £ 1 9,887 (2013 - £19,506),

which is at arm's length.

Page 36



AYRS HIRE HO US I NG

NOT ES TO THE F INANC I AL STATEMENTS

FOR TH E YE AR END ED 3 1 S T MARCH , 20 14/Cont...

23 . Financial Commitments

At 31 51 March 2014 the amounts due in future years under operating leases were as follows :-

Expiring within one year

Expiring between one and two years

Expiring between two and five years

24 . Housing Stock

The number of units of accommodation in management at the period

end was :-

General Needs
Shared Ownership

25 Capital Commitments

2014 2013
£ £
11,525 10,776

21,982 17,412

14,083 14,976

47,590 43,164

2014 2013

1,465 1,442
15 15

1,480 1,457

2014 2013
£ £

Nil 34,272Expenditure authorised and contracted

26

The Board of Management expect that expenditure they have authorised to be fully funded by the Scottish Housing

Regulator, Local Authorities, banks and building societies.

Expenditure not yet contracted, on a scheme by scheme basis, is subject to formal Trustee approval procedures.

Contingent Liabilities

At 31 51 March 2014, the Company had £Nil contingent liabilities (2013 - £Nil).

27. G ro up Stru ct ure

Ayrshire Housing is a housing company registered in Scotland and forms part of a group. The other member is
Ayrshire Homestake Limited and the company is registered in Scotland. The main activity of Ayrshire Homestake

Limited is the administration of the supply of low cost home ownership. Ayrshire Housing is considered to be the
ultimate parent. Separate group accounts are not prepared as the Trustees are of the opinion that the group is
exempt from this requirement.

28 . Big Lottery Fund Grant

Ayrshire Housing was in receipt of a grant from the B i g Lottery Fund of £9,085. This grant was a contribution
towards the Lochside Creative Play Project. The grant and corresponding cost are disclosed at Note 12.
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