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BARRHEAD HOUSING ASSOCIATION LIMITED
REPORT OF GOVERNING BOARD

For the year ended 31 March 2018

The Governing Board present their report and audited financial statements for the year ended 31 March 2018.

Legal Status

Barrhead Housing Association Limited (“Barrhead” or “Association”) is registered with the Financial Conduct
Authority as a Registered Society under the Co-operative and Community Benefit Societies Act 2014, the Office
of the Scottish Charities Regulator (OSCR) as a charity, and with the Scottish Hoéusing Regulator as a
Registered Social Landlord.

Principat activity

The principal activity of Barrhead is the provision of housing for let at rents affordable to the client groups for
whom it intends to provide. This includes general needs, supported accommodation, amenity/disabled
accommodation and sheltered housing.

Our Strategic Aims

Barrhead's strategic aims are set out in its Business Plan and are as follows:

+  Strive for excellence across the organisation

Encourage our customers to get involved in our business

Be accountable to customers and responsive to their aspirations and needs

fnvest in our properties to provide desirable, safe and secure homes

Provide quality homes that are affordable for our customers and our overall business

Provide value for money and be cost aware across all services delivered

Work in partnership to meet our objectives

Build new affordable homes if financially viable

Create opportunities for employment, training and support for our people, particularly our young people
and our wider community :
¢ Improve the quality of our customers’ lives

¢ Grow and expand our subsidiary to further the aims of the Association

Our Strategic objectives:

What we want to do:

. Create communities that fit the needs and aspirations of our customers
Create desirable neighbourhoods by investing in our homes

Be responsive by developing and improving all areas of our work
Strive for excellence across the organisation

Grow our business, our communities and our people

How we want to do it

. Empower our people to lead the changes we need to make
Deliver value for money and sound finances

Deliver personal services 1o our customers in a ‘can do’ way
Be flexible and adaptable to our changing environment
Prepare for new opportunities

We see these as chalienging objectives, which wili change the way we deliver our core services of housing,
housing support, advice, and consultancy. In particular, we seek to challenge what we currently do and look
to improve, rather than simply carry on with existing patterns of work.

Members of the Governing Board

The Members of the Governing Board of the Association during the year to 31 March 2018 and to the date of this
report are shown on page 1. Following a recruitment drive, Beth Welsh filled a casual vacancy and then stood for
election at the 2017 AGM. Councillor Annette Ireland was approved as a co-optee in December 2017. This
brought the Board membership to the maximum of 12 during the year to 31% March. Laura Hendry resigned in
June 2018 reducing the Board membership to 11.

Each full member of the Governing Board holds one fully paid share of £1 in Barrhead. The executive officers
of Barrhead hold no interest in Barrhead's share capital and although not having the legal status of "director”
they act as executives within the authority delegated by the Governing Board.



BARRHEAD HOUSING ASSOCIATION LIMITED
REPORT OF GOVERNING BOARD (continued)

For the year ended 31 March 2018

Corporate Governance

Barrhead has a Governing Board which is elected by the members of the Association. It is the responsibility
of the Board to undertake the strategy and policy setting and overall direction for the Association. The Board
also monitors the operational activities of the Association. The members of the Governing Board are unpaid.

The Executive Teéam of Barrhead is responsible for achieving the strategy set and undertaking the operational
activities in line with the policies set.

Our governing body is our Governing Board, which is responsible to the wider membership. The Governing
Board members serve in a veoluniary capacity, and we recognise that this puts even more onus on us to
ensure that we set and achieve high standards of professionalism in our work. We take governance very
seriously, and in the last year we continued to build on work from previous years which strengthened our
governance arrangements.

The Chair, Claire Boyd and Secretary, Brian Connelly MBE hold the SVYQ Governance qualification. John
Hamilton completed a governance and leadership cettificate at Napier University during the year. All Board
members receive an annual appraisal on their performance, which is then reported on to the Governing
Board. We have an annual Board member’s development budget and programme for continuous tearning and
offer a variety of networking opportunities including with our FLAIR local housing association partners and the
wider housing sector. During 2017, the governing Board has been working with external consultants on a
governance review which has included a review of the Regulator's regulatory framework with a particular
focus on Board retention, recruitment and succession. The Board approved and adopted the governance
report. An approved Action Plan will take forward the recommendations and suggestions during 2018.

Operational Review .
The following paragraphs describe the key matters which have affected the main activities undertaken by
Barrhead. '

Corporate issues
Tenant involvement and participation is a major part of Barrhead’s Aims and Objectives, and we continue to
review how Barrhead involves tenants and residents in all its activities.

Barrhead is committed to involving staff in decision making and policy making. In the year just ended, staff
were consulted on the final year of the current business plan and will ke involved in the new Business Plan
during 2018/18. In addition, regular staff meetings were held to keep staff informed of our activities.

Performance Management _

Service delivery is underpinned by staff performance. This continues to be a high priority for us. With two new
senior Directors within the Assaciation, policies and processes continue to be updated and reviewed to ensure
we work with staff to achieve our objectives. During the year, senior staff took part in our governance review,
and worked with external consultants on Myers Briggs to increase the level of understanding and knowledge
of each other at senior level. We have continued with our staff appraisal system and this produces a staff
development needs assessment in line with the budget provision. We also continue to review our performance
management framework, which influences our reporting performance framework. Investors in People status
was first awarded in May 2009. At re-assessment in January 2015, the Association achieved Silver
accreditation and also the Investors in Young People Good Practice Award in recognition for our development
and training of young people into further education, training and employment. Qur 3-year review in January
2018 confirmed a continuing standard of good performance against the Silver accreditation.

Best use of resources

We regularly conduct risk assessments, and take any action necessary to reduce or limit risk. We have
continued with a programme of major investment in our housing stock, which is by far our most cosltly asset.
This includes both carrying out improvements, and also considering the requirements for future demand as
highlighted in our Asset Management Strategy. We are now focused on up-dating this asset management
strategy and have just completed a revised externally commissioned stock condition survey which assessed
100% of our external properties and a 30% sample of internal properties. This review has been extensive and
we hope to have an approved new Asset Management Strategy in place in September 2018. This will also
result in a review of our longer term financial plans to ensure we are investing in the correct areas, and are
able to respond to continued improvement as a result of the Scottish Government's working party on fire
safety issues.

3




BARRHEAD HOUSING ASSOCIATION LIMITED

REPORT OF GOVERNING BOARD (continued)

For the year ended 31 March 2018

Operational Review (continued)

During the year we have further developed our Information and Technology system to improve performance
throughout the organisation and conducted a validation exercise with an external consultant to review our
evidence folders for completion of our Annual Return on the Scottish Social Housing Charter. We have also
worked hard to review policies and processes to meet the demands of the General Data Protection
Regulations which came into force on 25 May 2018, We have a detailed risk processing map to continue to
progress this area going forward. Towards the end of the year we have completed the appointment of our
internal auditor for the next three years, selecting 6 audit areas going forward. These will be reviewed with the
internal auditor. We have also worked to re-tender our single term contract, and this will see a new contractor
appointed from July 2018. This new contract takes account of the introduction of a new in-house repairs
operative appointed through our subsidiary.

Services

We aim to deliver high quality services, and we set ourselves the goal of achieving continuous improvement in
what we do. We continue to monitor and encourage feedback and complaints, which assist us in monitoring
the views and expectations of our tenants to help drive our continuous service improvement.

Development Issues
In the year just completed, the Association has spent £560,825 (2017 - £1,071,943) on its development

programme, component replacement and acquisition of houses, of which £90,434 (2017 — £361,863) was
funded by grants received from the Scottish Government (Housing Association Grant).

Housing Issues .
Barrhead continues to work on minimising the period of time taken to re-let or let new properties, to ensure

that we maximise our effectiveness in housing people in need, and reduce our costs. The rent loss due to
empty properties was £26,498 (2017 - £16,934). We are always striving to reduce this loss further although
improvement may be difficult due to the impact and roll out of Universal Credit which has now started in our
area, :

Risks and Uncertainties

Risk Management Policy

The Governing Board has a formal risk management process, which is linked to our Business Plan. This will
assess business risks and the implementation of our risk management strategies. We updated our risk
management strategy during 2016/17 and continue to update and report on our risk control logs and key risk
areas. The previous assessment also included identifying our risk universe - the types of risks the Association
faces and is likely to face, assessing them in terms of whether they pose a low, medium or high risk and
identifying means of mitigating the risks. As part of this process the Governing Board have reviewed the
adequacy of the Association's current internal controls. We now report annually on the risk universe, and
guarterly on the top risks to the Board. Our senior staff update our risk activities at every senior team meeting.

Foliowing the fragic fire at Grenfell Tower, in London, we have again highlighted fire safety to our tenants, We
have assured residents living in a Barrhead Housing Association home that we take safety very
seriously. While Barrhead HA does not own or manage any high-rise tower blocks, we are committed to
ensuring that all of our properties comply with fire safety regulations and that we meet our statutory duty as a
landlord. We have been complying with requests for further information from the Scottish Government and the
Scottish Housing Regulator principally around information on tower blocks and over cladding systems and of
course we will act on any further instructions from them. We have approved an estate based fire risk
assessment which is being taken forward with our residents. We are also now to consider the requirements for
reviewing integrated smoke alarm systems following consuitation with the Scottish Government.



BARRHEAD HOUSING ASSOCIATION LIMITED

REPORT OF GOVERNING BOARD (continued)

For the year ended 31 March 2018

Risks and Uncertainties (continued)

Our key top risks have been identified as follows:

" Social security reform and the Introduction of Universal Credit — with a number of tenants already on
Universal Credit and reform continuing, this could put pressure on our cash flow and potentially increase
our rent arrears and our bad debis. This is being closely monitored.

Building new homes —~ while this has become more attractive with the increase in grant subsidy, longer
term growth will depend on our ability to borrow. We tendered for private finance during 2018/18 but were
unable to progress the facility as the development programme has resulted in unforeseen risks, including
the Council withdrawing a site that had been submitted for planning consent. We continue to build on
relationship with ERC and to obtain a deliverable development programme to provide much needed
affordable social rented accommodation in our area. We continue to assess each development for
financial viability and risk.

GDPR - to ensure compliance with the requirements fo meet the new regulations by 25"1 May 2018, we
have reviewed policies and registers creating a data processing map to allow us to prepare for the
implementation and compliance beyond the deadline date.

Governance — to implement the Action Plan for succession planning following the external review of the
Regulatory framework and to provide external support for the Chief Officer’s appraisai process.

Asset Management Strateqgy and Corporate Finance — to complete the transfer of dafa from the stock
condition survey to our 1T systein, to complete the Strategy and review our iong term financial plans using
Brixx financial modelling. This will include reporting of robust scenario testing to the Governing Board.

Our IT system - has been delivered at a significant investment and during 2017 recruited a suitably
qualified IT business and support officer to help the association take improvements forward. We need to
ensure that we continue to develop the system to ensure it delivers improved information, better analysis
and ultimately service improvements to our customers, our senior staff and our governing Board. We have
appointed.internal auditors to deliver a 3 year programme of audit and one of the first audit areas will be to
assess our IT systems against the risk of cyber-attack.

Longer Term Planning— Updating our asset management strategy and our Corporate Plan is a priority. We
have just completed a stock condition survey and this will allow us fo review our longer term strategies
during 2017/18; This will ensure the continuing appropriate investment and improvement in our stock,
assessment of housing demands, as well as continued compliance with SHQS (Social Housing Quality
Standard) and EESSH (Energy Efficiency Standard for Social Housing) by 2020,

Woe will share our risk strategy and risk universe with our FLAIR partners going forward to review commonality
across our sector

Our policies on internal controls cover the following:

consideration of the type of risks the Association faces;

the level of risks which they regard as acceptable;

the likelihood of the risks concerned materialising;

the Association’s ability to reduce the incidence and impact on the business of risks that do materialise
and the costs of operating particulay controls relative to the benefit obtained,

clarified the responsibility of management to implement the Governing Board’s policies and to identify
and evaluate risks for their consideration;

communicated that employees have respensibility for internal control as part of their accountability for
achieving objectives;

embedded the control system in the Association's operations so that it is part of the culture of the
Association;

developed systems to respond quickly to evolving risks arising from factors within the Association and to
changes in the external environment; and

included procedures for reporting failings immediately to appropriate levels of management and the
Governing Board together with details of corrective action being undertaken.

Internal Financial Control

The Governing Board is responsible for establishing and maintaining the Association’s system of internal
control. Internal control systems are designed to meet the particular needs of the Association and the risks to
which it is exposed, and by their nature can provide reasonable but not absolute assurance against material
misstatement or loss. The key procedures which the Governing Board has established with a view to providing
effective internal financial control are listed on page 10.




BARRHEAD HOUSING ASSOCIATION LIMITED
REPORT OF GOVERNING BOARD (continued)

For the vear ended 31 March 2018

Management Struciure

The Governing Board has overall responsibility for the Association and there is a formal schedule of matters
specifically reserved for decision by the Governing Board. The Chief Officer has delegated authority for certain
items and this policy is reviewed and approved by the Board on a regular basis.

Budgetary Process
Each year the Governing Board approves the annual budget and rolling three-year strategic business plan. Key

top risk areas are identified. Performance is monitored and relevant action taken throughout the year through
quarterly reporting to the Governing Board of variances from the budget, updated forecasts for the year together
with information on the key risk areas. Approval procedures are in place in respect of major areas of risk such as
major contract tenders and procurement, expenditure and treasury management.

Credit Payment _
The Association’s approach concerning the payment of its trade creditoys complies with the Confederation of

British Industry guidelines. The average payment pericd is thirty days.
Financial review

Results for the year

The results for the year are shown in the Statement of Comprehensive income. Barrhead made a surplus of
£1,081,424 (2017 - £1,682,294) during the year, however, it should be noted that £3,000 (2017 - £510,093) of
the surplus has resulted from remeasurement of the pension Hability (Note 13).

The Association has continued in 2017/18 to review its systems, controls and procedures

The Association has a clearly defined programme of improvement works which it is in the process of carrying
out. The Association is 98.2% compliant with the Scottish Housing Quality Standards and will continue to meet
these standards. Our ability to reach 100% will depend on improvements at mixed tenure properties where
residents fail to participate in planned upgrades.

General Reserves

The Governing Board members have reviewed the reserves of Barrhead. This review encompassed the
nature of the income and expenditure streams, the need to match variable income with fixed commitments
and the nature of the reserves. During the year the Association’s general reserve increased from £8,756,697
to £9,844,881. These funds are held for future investment in our properties including major repairs and to
provide against the risk of loss of revenue in the future.

Investment Appraisal

Capital expenditure is regulated by budgetary process and authorisation levels. For expenditure beyond
specified levels, detailed written proposals have to be submitted to the Governing Board. Reviews are carried
out during the development period, to monitor expenditure and performance.

Rental Income

Barrhead's Rent Setting Policy is a peints system based on the size, type and facilities of the accommodation.
The policy ensures that the rent structure is easy to administer and covers the wide variations within the
Association’s properties. This policy follows the generally accepted practice/principles of the housing sector.
We have completed an extensive review of our rent seifing policy with a rent harmonisation programme
commencing from April 2015, The harmonisation will take several years to complete, with the majority of rents
harmonised in the first five year period.

Maintenance policies

Barrhead seeks to maintain its properties to the highest standard. To this end, programmes of cyclicat repairs
are carried out in the medium term to deal with the gradual and predictable deterioration of building components.
[t is expected that the cost of all these repairs would be charged to the income and Expenditure account.
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For the vear ended 31 March 2018

Maintenance policigs (continugd)

In addition, the Association has a long-term programme of major improvements to cover for works which have
become necessary since the original development was completed, including works required by subsequent
legislative changes. This includes replacement or repairs to features of the properties, which have come to the
end of their economic lives. The cost of these repairs would be charged to the Income and Expenditure account,
unless it was agreed they could be capitalised within the terms outlined in the SORP. The Association is a
member of a consortium of locally based housing associations, I-FLAIR, delivering a procurement framework
agreement for our planned and cyclical programmes. We are also members of the Scottish Procurement
Alliance, a further consortium providing access to procurement frameworks across a range of planned
maintenance programmes. These frameworks allow us to ensure compliance with Procurement regulations,
minimising both risk and the time required to administer procurement contracts and ultimately cost efficiencies to
our tenants. '

The Association is now reporting annually to the Regulator on how we will meet the requirement of the Energy
Efficiency Standard for Social Housing, EESSH. The second report on EESSH was required for 2016/17 and
shows 54.5% of our properties meet the 2020 target. We have a programme in place to bring the remaining
properties up to this target. There are targets for 2020 and further targets to be met for 2050 on energy efficiency
standards.

Treasury Management

Barrhead has an active treasury management function, which operates in accordance with the Treasury Policy
approved by the Governing Board. In this way the Association manages its borrowing arrangements to
ensure that it is aiways in a position to meet its financial obligations as they fall due, whilst minimising excess
cash and liquid resources held. The Association, as a matter of policy, does not enter into transactions of a
speculative nature. ‘

Staff matters

Key Management

Our key management has responsibility for planning, directing and controlling the activities of the Association.
This consists of the Governing Board, the Chief Executive and 3 senior Directors. The Governing Board is not
remunerated for their services. The Chief Executive and Directors’ salaries are set, as all staff salaries are,
based on the Employers in Voluntary Housing (EVH) salary scales. The Governing Board receives a review of
the Chief Executive's remuneration package annually. In addition, the salary scales and responsibilities for the
Chief Executive and the senior Directors were reviewed in February 2016 by EVH to ensure continued
relevance to the set scales. The governing Board accepted the recommendations of EVH’s report and these
were implemented immediately, with a commitment to review these every three years. This will ensure an
independent review which will recognise the growth and complexities of our business and ensure that the
Association can continue to recruit senior staff with the right skills and qualifications. Given the recent change
at senior staff level, this was considered appropriate.

Employee Involvement and Health & Safety

Barrhead achieved Investors in People accreditation in May 2009. Bronze status was accredited in January 2012
and Silver status achieved in January 2015 along with an Investors in Young People good practice award.
Barrhead is also involved in the Healthy Working Lives accreditation to improve the health and wellbeing of staff.
We are re-assessed every year to ensure we continue to meet the Gold Standard.

The Association encourages employee involvement in all major initiafives and maintaining Health & Safety
standards in all areas. When appropriate, staff are encouraged to participate in the development and revision of
policies and procedures, efc.

Quality and Integrity of Personnel '

The integrity and competence of personnel are ensured through high recruitment standards and subsequent
staff development. High quality personnel are seen as an essential part of the control environment and the
ethical standards expected are communicated through the Chief Executive.
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Staff matters (continued)

Disabled Employees

Applications for employment by disabled persons are given full and fair consideration for all vacancies in
accordance with their particular aptitudes and abilities. In the event of employees becoming disabled, every
effort is made to retrain them in order that their employment with the Association may continue. It is the policy
of the Association that training, career development and promotion opportunities should be available to all
employees.

Future developments

The Association intends to continue with its policy of improving the quality of housing within its area of operation.
In April 2016, the development of 15 affordable new build units at Rankin Court was completed. We have taken
forward partnership discussions with East Renfrewshire Council for the delivery of more new affordable housing
for social rent in the East Renfrewshire area. We are now actively working on developments in partnership with
Taylor Wimpey in Neilston and our development, Walton Street in Barrhead, along with a range of other
partnership options which could see delivery of almost 100 new homes in the next 3-4 years. This includes the
Barrhead south masterplan.

Auditor
Chiene + Tait LLP have indicated their willingness to continue to act as auditor to the Association.

ON BEHALF OF THE GOVERNING BOARD

Claire Boyd

SON
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BARRHEAD HOUSING ASSOCIATION LINITED
STATEMENT OF GOVERNING BOARD RESPONSIBILITIES

For the yvear ended 31 March 2013

The Governing 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

Governing Board to prepare financial statements for each financial year which give a true and fair view of the

state of affairs of the Asscciation at the date of Statement of Financial Positicn and Statement of comprehensive

Income for the year ended on that date. In preparing these financial statements, the Governing Board is

requlired to:

s select suitable accounting policies and 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;

» prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Association will continue its business; and

* Prepare a Statement on Internal Financial Control.

The Governing 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 Governing 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 irreguiarities.

The Governing 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 legisiation in other jurisdictions.

information for the Auditor

In so far as the Governing Board is aware:

s there is no relevant audit information of which the Association’s auditor is unaware; and

» the Governing Board has taken all steps that it ought to have taken to make its members aware of any
relevant audit information and to establish that the Association's auditor is aware of that information.

BY ORDER OF THE GOVERNING BCARD

CHAIRPERSON




BARRHEAD HOUSING ASSOCIATION LIMITED
GOVERNING BOARD’S STATEMENT ON INTERNAL FINANCIAL CONTROLS

For the year ended 31 March 2018

The Governing Board acknowledges its ultimate responsibility for ensuring that the Association 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 fo:

» the reliability of financial information used within the Association or for publication;

s the maintenance of proper accounting records; and

» the safeguarding of assets (against unauthorised use or disposition).

It is the Governing Board’s responsibility to establish and maintain systems of internal financial control. Such
systems can only provide reasonable and not absolute assurance against material financial mis-statement or
loss. Key elements include ensuring that;

» 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;

» experienced and suitably qualified staff take responsibility for important business functions and annual
appraisal procedures have been established to maintain standards of performance;

» forecasts and budgets are prepared regularly which aliow the Governing Board 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 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 format authorisation
procedures, through the Governing Board;

» the Governing Board review reports from management, from directers, from staff and from the internal and
external auditors to provide reasonable assurance that control procedures are in place and are being
followed, including a general review of the major risks facing the Association; and

= formal procedures have been established for implementing appropriate action to correct weaknesses
identified from the above reports.

The Governing Board have reviewed the effectiveness of the system of internal financial control in existence in
the Association for the year ended 31 March 2018 and until the below date. No weaknesses were found in
internal financial controls which resulted in material losses, contingencies, or uncertainties which require
disclosure in the financial statements or in the auditor’s report on the financial statements.

During April 2018, the Association tendered for a three year internal audit programme and the Governing Board
approved the tender for internal audit services received from Wylie + Bissett. Wylie +Bisset were appointed in
May 2018. This is based on 6 risk areas, 2 per year and will be reviewed annually with the governing Board.
These will conclude with a forward plan of improvements to meet recommendations made.

Scottish Housing Regulator — Notifiable Events

The Association is required, along with all other registered social landlords, to notify the Scottish Housing
Regulator of unusual events. These could be, for example, around significant performance failures, of major
health and safety events, or members being removed from the Governing Board or senior staff leaving the
organisation. The list is quite lengthy. During the year, we have had no events that resulted in a Notifiable
Event being confirmed fo the Scotlish Housing Regulator. However, we have had two notifiable evenis
between April — July 2018. The first one related to our abortive development at Kirkstyle Lane, Neilston and
the repayment of our abortive fees by East Renfrewshire Council. The second one related to our Vice
chairperson resigning for non-personal reasons following completion of our governance review. The Vice
chairperson then withdrew her resignation and was re-instated as Vice Chair by the governing Board on 11%®
July 2018. The Scottish Housing Regulator has been updated on the position with both events.

BY ORDER OF THE GOVERNING BOARD

Claire Boyd
CHAIRPERSON

2018
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF C

BARRHEAD HOUSING ASSOCIATION LIMITED

Opinion - _

We have audited the financial statements of Barrhead Housing Association Limited for the year ended
31 March 2018 which comprise the Statement of Comprehensive Income, Statement of Changes in Reserves,
Statement of Financial Position, Statement of Cash Flows and 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 {United Kingdom Generally Accepted Accounting
Practice) including FRS 102 “The Financial Reporting Standard applicable in the UKD and Republic of ireland.

In our opinion the financial statements:

¢ give a frue and fair view of the state of the Association’s affairs as at 31 March 2018 and of its income and
expenditure for the year then ended,;

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

s have been 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 Scottish Housing Regulator
Determination of Accounting Requirements (December 2014).

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 fo 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.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK})) and
applicable law. Qur 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.

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: '

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

+ 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.

Other information

The Board is responsible for the other information. The other information comprises the information included
in the Report of the Governing Board, 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.
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iNDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF

BARRHEAD HOUSING ASSOCIATION LIMITED {continued)

Matters on which we are required to report by exception

We have nothing fo 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:

s asatisfactory system of conirol over transactions has not been maintained; or

= the Association has not kept proper accounting records; or

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

» 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 8, 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 determines 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 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.

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 fo 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/auditorsresponsibiliies. This description forms part of our
auditor’s report. '

Use of our report

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 permitied by law, we do not accept or assume responsibility to anyone other
than the Association and the Asscciation’'s members as a body for our audit work, for this report, or for the
opinions we have formed.

Chiene + Tait LLP

Chartered Accountants and Statutory Auditor
61 Dublin Street

Edinburgh  EH3 6NL

2018
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REPORT BY THE AUDITOR’S TO THE MEMBERS OF C

§

|
BARRHEAD HOUSING ASSOCIATION ON CORPORATE GOVERNANCE MATTERS g T

!

In addition to our audit of the financial Statements, we have reviewed your statement on page 10 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 10 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 aitention as a result of cur audit work on the financial
statements.

Through enquiry of certain members of the Governing Board and Officers of the Association and examination
of relevant documents, we have satisfied ourselves that the Governing Board'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 confrols.

Chiene + Tait LLP

Chartered Accountants and Statutory Auditor
61 Dublin Street

Edinburgh  EH3 6NL

2018
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BARRHEAD HOUSING ASSOCIATION LIMITED
STATEMENT of COMPREHENSIVE INCOME

For the year ended 31 March 2018

Notes

Turnover
Operating expenditure

NI ]

2018 2017
£ £

5,204,195 5,030,624
(3,802,015) (3,442,509)

Operating surplus 2 1,402,180 1,588,115
{Loss)/gain on disposal of property, plant and equipment 23,137 {11,434)
Interest receivable 22209 27,822
Interest and financing costs 4 (369,102) (433,112)
Pension re-measurement 13 3,000 510,903
Surplus before tax 1,081,424 1,682,294
Taxation 5 - _
Surplus for the year and total comprehensive income
for the year 1,081,424 1,682,294
The resuits for the year relate wholly to continuing activities.
STATEMENT of CHANGES in RESERVES
For the year ended 31 March 2018
Income
and Total
Expen- Total Un-
Share diture Restricted Total Restricted restricted
Capital Reserve  Reserve Reserves Fund Fund
£ £ £ £ £ £
Balance at 1 April 2017 51 8,756,697 6,760 8,763,508 6,760 8,756,697
Issue of Shares 5 - - 5 - -
Cancellation of shares {2) - - {2) - -
Surplus/{deficit} from statement of
comprehensive income - 1,081,424 - 1,081424 - 1,081,424
Transfer - 6,760 {6,760) - {6,760) 8,760
- 9,844,881

Balance at 31 March 2018 54 9,844 881 - 9,844,935

The notes on pages 17 to 30 form part of these financial statements.
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BARRHEAD HOUSING ASSOCIATION LIMITED
STATEMENT of FINANCIAL POSITION

As at 31 March 2018

Fixed assets
Tangible fixed assets
Investments

Current assets
Debtors
Cash and cash equivalents

Creditors: amounts falling due within one year
Net current assets
Total assets less current liabilities

Creditors: amounts falling due after more
than one year

Total net assets

Reserves

Share capital

Income and expenditure reserve
Restricted reserves

These financial statements were approved and authorised for issue by the Governing Board o

and signed on their behaif by:

Notes

(oI |

10

11

156
16
17

Chair, Governing Board Member

Vice Chair, Governing Board Member

Secretary

The notes on pages 17 to 30 form part of these financial statements.
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2018 2017

£ £ £
46,604,484 47,479,027

1 ' 1

46,604,485 47,479,028

311,085 560,655
3,254,689 2,918,890
3,665,754 3,479,445
1,368,260 1,770,264
2,107,494 1,709,181

48,801,979 49,188,209

38,957,044 40,424,701

9,844,035 8,763,508

54 51

9,844,881 8,756,697

- 6,760

9,844,935 8,763,508




BARRHEAD HOUSING ASSOCIATION LIMITED

STATEMENT of CASH FLOWS

For the vear ended 31 March 2018

Notes

Net cash generated from operating activities 18

Cash flow from investing activities
Purchase of tangible fixed assets
Proceeds from sale of tangible fixed assets
Housing association grant received (net)

Interest received

Cash flow from financing activities

interest paid

Repayment of borrowings

Shares issued

Net change in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

(610,585)
33,494
90,434
22,209

(365,102)
(582,209)
5

2018 2017

£ £
1,747,553 1,879,163
(1,081,913)

1,000

361,863

27,822

(464,448) (691,228)
(409,856)

(570,296)

4

(947,306) (980,148)
335,799 207,787
2,918,890 2,711,103
3,254,689 2,018,890

The notes on pages 17 to 30 form part of these financial statements.
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BARRHEAD HOUSING ASSOCIATION LIMITED
NOTES to the FINANCIAL STATEMENTS

For the year ended 31 March 2018

1. . Accounting Policies

Introduction and accounting basis

The financial statements -have been prepared in accordance with Financial Reporting Standard 102 (FRS 102},
the statement of Recommended Practice for social housing providers “Housing SORP 2014” (SORP 2014} and
the Determination of Accounting Requirements 2014, The financial statements are prepared under the historical
cost basis of accounting. Barrhead Housing Association is a Public Benefit Entity. The financial statements have
been presented in Pounds Sterling as this is the functional and presentational currency of the Association. The
principal accounting policies of the Association are set out below.

Going concern

The financial statements have been prepared on a going concern basis. The Governing Board have assessed the
Association’s ability to continue as a going concern and have reasonable expectation that the Association has
adequate resources to continue in operational existence for the foreseeable future. Thus, they continue to adopt
the going concern basis of accounting in preparing these financial statements.

Housing Association Grants '

Housing Association Grants (HAG) are awarded to reduce the amount of morfgage loan (or other funding) in
respect of an approved scheme to the amount which it is estimated can be serviced by the nef annual income of
the scheme. The amount of HAG is caiculated on the qualifying cost of the scheme in accordance with
instructions issued from time to time by the grant awarding body. HAG and other grants are repayable under
certain circumstances. These include the disposal of the properties to which the grants relate. HAG is
recognised using the accrual model and is recognised in income on a systematic basis over the useful life of the
related housing asset. The Association uses the useful life of the housing property structure as the basis for
amortisation. ' '

Tangible fixed assets - Housing properties (note 7)

Housing properties are initially stated af cost. The cost of such properties includes the following:
(i) costof acquiring land and buildings

(i) development expenditure including applicable overheads

(i) interest charged on the loans raised to finance the scheme

These costs are either fermed "qualifying costs” by the grant awardin'g bodies for approved HAG schemes and are
considered for mortgage loans by the relevant lending authorities or they are met out of the Association's
reserves. ' '

All invoices and architects' certificates relating to capital expenditure incurred in the year at gross value including
retentions are included in the financial statements for the year, provided that the dates of issue or valuations are
prior to the year end.

Development costs are capitalised to the extent that they are attributable to specific schemes, where such costs
are not felt to be excessive.

If expenditure does not qualify for HAG, it may nevertheless be capitalised. Expenditure on schemes, which are
subsequently ahborted, is written off in the year in which it is recognised that the scheme will not be developed to
completion.

interest on the loan financing the development is capitalised up to the relevant date of completion.
Depreciation

Housing Properties

Housing properties are stated at cost, less accumulated depreciation. The Association depreciates housing
properties by major component on a straight line basis over the expected economic useful lives of each
identified compeonent. All components are categorised as Housing Properties in note 7. No depreciation is
charged on the cost of land.
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BARRHEAD HOUSING ASSOCIATION LIMITED
NOTES to the FINANCIAL STATEMENTS (continued)

For the year ended 31 March 2018

1. Accounting Policies (continued)

Depreciation (continued)

Component Useful Economic Life
Kitchen 15 years
Central Heating System 30 years
Boilers 15 years
Bathrooms 20 years
Windows 25 years
Lifts 40 years
Structure 50 years
Roofs 40 years

Other fixed assets
The Association's assets are written off evenly over their expected useful lives as follows:

Office premises over 5 to 30 years
Furniture & equipment over b years

A full year's depreciation is charged on these assets in the year of purchase, but no charge is made in the year of
disposal.

Apportionment of management expenses

Direct employee administration and operating costs have been apportioned to the activities reported in the
Statement of Comprehensive Income on the basis of costs of the staff to the extent that they are directly engaged
in each of the operations dealt with in these financial statements.

Lease obligations
Rentals paid under operating leases are charged to the Statement of Comprehensive Income on the accruals
basis.

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 and, except for first tranche
sales, any gain or loss is recognised. Any grants received that cannot be repaid from the proceeds of sale are
abated and the grants removed from the financial statements. Proceeds of first tranche sales are recognised as
turnover and associated costs as operating costs.

Impairment of fixed assets

Reviews for impairment of housing properties are carried out on an annual basis and any impairment in an
income-generating unit is recognised by a charge to the Statement of Comprehensive Income. 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.

Improvements

Improvements are capitalised where these represent the replacement of separately depreciated components or
where these result in an enhancement of the economic benefits of the property. Such enhancement can ocour
if the improvements result in:

e anincrease in rental income or

« amaterial reduction in future maintenance costs or

¢ g significant extension of the life of the property.

Works to existing properties, which fail to meet the above criteria, are charged to the Statement of
Comprehensive Income.
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BARRHEAD HOUSING ASSOCIATION LIMITED
NOTES to the FINANCIAL STATEMENTS {continued)

For the year ended 31 March 2018

1. Accounting Policies (continued)
Financial instruments

Debtors and creditors receivable/payable within one year

Debfors and creditors with no stated interest rate and receivable ar payable within one year are recorded at the
transaction price. Any losses arising from impairment are recognised in the statement of comprehensive income
in other administrative expenses.

Loans and borrowings
Bank loans provided by Private Lenders are also classed as basic under the requirements of FRS 102 and are
therefore also measured at amortised cost.

Payment arrangements with tenants

In the case of payment arrangements that exist with tenants, these are deemed to constitute financing
transactions and, where material, are measured at the present value of future payments discounted at a market
rate of interest applicable to similar debt instruments.

Pensions

The Asscciation participates in the centralised Scottish Housing Associations’ Defined Benefit and Defined
Contribution Pension Schemes and retirement benefits to employees of the Association are funded by
contributions from all participating employers and employees in the Scheme. Payments are made in accordance
with periodic calcufations by consulting actuaries and are based on pension costs applicable across the various
participating Associations taken as a whole. Accordingly, in respect of current service cost the accounting charge
represents the employer contributions payable.

Where the scheme is in deficit and the Association has agreed to a deficit funding arrangement with the scheme
trustees, the Association recognises a liability for this obligation. The amount recognised is the net present
value of the deficit reduction contributions payable under the agreement. The unwinding of the discount rate is
recognised as a finance cost.

Turnover
Turnover represents rental income and service charges receivable from tenants, grants and management fees for
services, and is measured at the fair value of the consideration received or receivable.

Value added tax
The Association is not registered for VAT and operating expenditure therefore includes Input VAT.

Judgements in applying policies and key sources of estimation uncertainty

In preparing the financial statements, management is required to make estimates and assumptions which affect
reported income, expenses, assets, and liabilities. Use of available information and application of judgement are
inherent in the formation of estimates together with past experience and expectations of future events that are
believed to be reasonable under the circumstances. Actual results in the future could differ from such estimates.

The members of the Governing Board are satisfied that the accounting policies are appropriate and applied
consistently, Key sources of estimation have been applied in apportioning the cost of housing properties between
constituent components and in determining the depreciation rates which have been deemed to be appropriate for
the class of asset or assets component and in determining the appropriate level of bad debt provision for rental
arrears.
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BARRHEAD HOUSING ASSOCIATION LIMITED

NOTES to the FINANCIAL STATEMENTS {continued)

For the year ended 31 March 2018

2. Particulars of turnover, operating costs and operating surplus or deficit

Operating Operating
Surplus/  Surplus/
Operating (Deficit) {Deficit)

Turnover costs 2018 2017

£ £ £ £

Affordable Eétting activities (note 3a) 4,908,038 3471686 1,436,352 1,623,972
Other activities {note 3b) 296,157 330,329 (34,172) {35,857)
Total 5204195 3,802,015 1,402,180 1,588,115

2017 5,030,624 3442509 1,588,115

20



zl6'€Z9'L  JsT'Te 8E2Z 8€6'/96°)
z.16'€29') zZsg'gev'l zZEs'sL 629'6 Pre LY 1G9'20€°L
ZOZ'LLT'e  989°L/¥'E ov9'vh 699°C S0'€Z) viLe'Loge'e
6128l G052l - - - 50s'zL
168°/¥E'L  B0S'LBE'L  98Z'9T LOg L £oB'/E 659'62e’L
1GEZ JAW A4 - - - JANE N
pT'ess 6V vel GOE'E - GL8'LL zZle'oey
8/8'69¢ 0¥ PEY £ee'l - [96'G 0LL°L2¥
£/6',8 LEV'OF - 890'L A=Y 168'6Z
JEL'IG0L  9GGLEL'L  Zo9'wL - 008'/¥ ¥60°GL0'L
peZ'L¥8'y  8£0'806'%  89L'ZZL 987°¢1 LO9'Fol 16809y
6L5°L 6161 - - BLG'L -
z£0's Ti9'L - - - z.9')
L9786 0/8°1L/8 ¥08'/1 005"l 111%T £2.'128
oc0'v0B'c  1ZB'ZE0Y  Y0S'VOL z61'0L gog'gcl 90/G'6/L°E
(ree'ol)  (86%°92) - - {tee) (#9L'92)
046'0Z6'C G/¥'6S0F ¥0OS'vOL z6.'0L BEY'8EL 0¥.'508°¢ -
Zr0'se 1EV'9F - g90'1L ZL5'8L ls8'se
826'188'c  8LO'€LO'Y  POEOL v2.'6 [ZL6LL £8R8'6LL'E
3 3 3 3 3 3
|ejoL 2301 - HuisnoH BuisnoH uonjepow  Buishoy
102 810z leizog diysioumgp -wosoy |eidog
, B0 paieys Buisnoy  spaaN
jeloog jelauany
pauoddng

T4

FAR A
sanaioe Buille) sjqeploye 1o} snjdins Bunerado
saljAloe Buiglel sjqepldoye o) s1509 Buneiado

uonedionied JUsus |

saadoid Bups| e|geploye jo uonenaldeq

sabieyo eoinles pue slusl — S)Iep ped

S1S09 SoLRUSIUIBLL BAJOBSY

51500 siiedal Jolew Buipniaul esurUSUIRW [B10AD pUE pauue]d
SIS00 90IAIBG

S)S02 UOREASIUILIDE SoUBUSIURW pUE Jusllabeus)y

safiAloe Buis| 9jgeploye wWoll JaAouIn) [BJ0 ).

sjuelh snusasl IBYD

SIBISIUIA USINO2S Wol sjuelb snuansy
BLUIOSU] paiislep WOl PSSEDR) SjURID)
sabieyo 2o1A19s puUE SJUAL WO} 30U JON

SpIoA -5887
sableyo aiAIes puUB SjuS) LWL} SLU0OU] SS0UE)

safieyo sonieg
sebleys a21/U8S JO 19U B|0BAISOSS JUSY
sB11e) wod) atoou|

saljanoe Bumal ejqepioge woa Joysp Jo snjdins Bunelado pue 53503 Bupesado Jaaowng jo signoned ‘(e

810Z YDJE LS PapuUa JedA sy 104
{penunuod) SININILYLS TVIONVNIL 941 03 STLON

Q3 LIAIT NOILVIDOSSY ONISNOH AvaHYdvd



¢l

‘Aidde jou op (107 Jequisoa) sjuswadinbey Buunoooy JO UCRRUILLSIa(] 94 Ul pajou se sBuipeay AlAnoe J9Yi0) 19JON

Gos'LL

oz
SalJIAI}OR JaUJ0 WOy [BJ0]

awooy] lByio
saoines wewesbeuey /Aouaby 1ayiQ
2URYIG aAogy — Juswdojeaaq
s]s00 uonelRsiLwpe wswdojeaaq
Bulooey

s2010U2 Auniuwon

punz (eubig

sbus|jeyd srewiD

IO uoieisuaiey Aunwiwon

{ED HEID

sfemuied argeain
'SAIAIIDE 2]0J J2PIA

SaIIAIIDE J9YJ0 Wod) U2ep Jo snjdins Buiesado pue s)s02 Bupelado IsAouing jo siendnied {2)¢

. {168'6E) \.&N_mNN - 06631 a50'201 69.°¢
(2g68'ce)  (2LL've) gze'0ee - 151'96C  TLL'86L  0GL'G GeT'Z6
000'L 00Z°L - - 00zZ'L 00Z'L - -
- - _ LLE'L - Lig'L LIE'L - -
- - 595°08 - GOS'08 59508 - -
(zve'zl) (32 06¥°'6 - GET'S - - GeT's
(2€0'}) (0oo's) 000k _ - - - - -
- (0oo'zL) 000°6¢ - 000°¢eZ - - 000'ce
- - 008’y - 00§y - 006t -
- - 160°¢6 - 160'c6 17816 06Z'L -
{0z0'¢1) (LL1'8) 90€°9¢ - 63121 681°11 - -
{000'2) (000°Z) 0002 - - - - -
(zog'2) (000*2) 000°LL - 000'%9 - - 000'¥9
3 3 3 3 3 3 3 3
2102 8L0Z §]802 s)gep peq JsAoWInl  AWodUl sjueid SI9)SIUIN
{yoyap) (yioop) Buneiado - sjs00 [ejolL 1PY30 @nuaAal  Ysipoos
lo snidins Jo snidins 19y30 Bupetado 1PUI0 oy
Bupesado Bupesadp SJueISy
z.i5'81% 09218
Te0'LEL Lov'erl
OvgL8E  60T'69¢
ors'Lee 60C'69¢
3 3
L102 gL0e

anuaasi o) pabieyn

sjuswaoejdal Juauodion
suatsAoduy|
‘posifeyded

salMadoud Bunsixa o} syiom uo ainyipuadxg -(g)¢

8102 UYOIB L€ PSpus 1894 8L} 104
(penunuos) SINJWILIVIS TYIDONVYNIL 843 03 ST1ON

QLN NOILYIDOSSY ONISNOH AvaHyyvd



BARRHEAD HOUSING ASSOCIATION LIMITED

NOTES to the FINANCIAL STATEMENTS {(continued)

For the year ended 31 March 2018

4. Interest and financing costs 2018 2017

£ £
interest paid on loans in period . _ 365,102 409,856
Finance costs in respect of pension provision 4,000 23,256

369,102 433,112

5. Taxation

The Association has charitable status and no Corporation Tax is due on its exempt acfivities.

6. Employees 2018 2017
£ £
(a) Staff costs during year
Wages and salaries 640,746 631,833
Social security costs 59,990 57,675
Pension costs:
Current service confributions _ 57,976 43,497

767,712

The past service deficit has been separately disclosed on the face of the Statement of Comprehensive Income.

733,005

The average full time equivalent number of persons employed by the Association during the year was as
follows:

2018 2017
No No
Housing management 18 18

(b} Key management
Key management includes members of the Governing Board, the Chief Executive and 3 senior Directors.

2018 2017
£ £
Compensation (excluding pension contributions) paid to key management personnel 230,455 218,131

The emoluments of the key managers whose emoluments, excluding pension contributions, were over £60,000
were as follows:

2018 2017
No No
£60,001 10 £70,000 1 1
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BARRHEAD HOUSING ASSOCIATION LIMITED
NOTES to the FINANCIAL STATEMENTS (continued)

For the vear ended 31 March 2018

6. Employees (continued) 2018 2017
£ £

(b) Key management {continued)

Aggregate emoluments payable to key management whose total

emoluments {excluding pension contributions but including benefits

in kind) are £60,000 or more 68,815 66,533

Emoluments payable to the Chief Executive 68,815 66,533

Employer's pension contribution 7,947 6,173

76,762 72,706

The Chief Executive is an ordinary member of the Association’s pension scheme described in note 13. No
enhanced or special terms apply to membership and she has no other pension arrangements to which the
Association contributes.

No member of the Governing Board received any emoluments in respect of their services to the Association.

2018 2017
£ £
Governing Board Expenses 304 174
7. Tangible fixed assets
Housing Housing Completed Furniture
Properties Properties Shared Fittings &
Held for in course of Ownership Office Equip-
Letting Construction Properties Premises ment Total
Cost £ £ £ £ £ £
At 1 April 2017 62,953,681 8,035 310,364 764,133 260,427 64,296,640
Additions 560,801 24 - - 49,760 810,585
Transfers 164,313 - (164,313) - - -
Disposals (90,473) (7,166) - - (11,871 (109,510}
At 31 March 2018 63,588,322 893 146,051 764,133 298,316 64,797,715
Depreciation
At 1 April 2017 16,257,993 - 117,723 238,340 203,557 16,817,613
Provided 1,355,826 - 1,601 25,530 50,565 1,433,522
Transfer 62,364 - {62,364) - - -
Disposals (47,768) - - - (10,136) (57,904)
At 31 March 2018 17,628,415 - 56,960 263,870 243,986 18,193,231
Net book value
As at 31 March 2018 45,959,807 893 89,091 500,263 54,330 46,604,484
As at 31 March 2017 46,695,688 8035 192,641 525793 56,870 47,479,027

All housing property and office premises are heritable property.
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BARRHEAD HOUSING ASSOCIATION LIMITED
NOTES to the FINANCIAL STATEMENTS (continued)

For the vear ended 31 March 2018

8. Investments

Levern Property Services Limited

2018

2017
£

1

Barrhead’s subsidiary, Levern Property Services Limited commenced frading on 1 April 2012. It was incorporated
in Scotland on 24 November 2011. The Association holds all of the issued share capital of £1. The company made
an after tax profit {and after Gift Aid of £Nil to the Association) of £Nil and had net assets of £3,409 at 31 March

2018,
9. Debtors

Amounts falling due within one year:
Gross rents in arrears
Less: Bad debt provision

Prepayments and accrued income
Other debtors

10. Creditors: amounts falling due within one year

Loans {note 12)

Trade creditors

Other creditors

Accruals and Deferred Income
Pension Deficit Funding Contributions
Other taxes and Social Security
Rents in advance

11. Creditors: amounts falling due after more than one year

Loans (note 12)
Pension deficit funding provision {note 13)
Deferred Grants (note 14)
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2018 2017

£ £
142,385 110,372
(95,360)  (88.429)
17,016 21,043
12,105 106,735
081044 431877
311,085 560,555
2018 2017

£ £
585,751 578,939
13,115 307,162
205471  226.939
344,649 435929
98,198 95,338
16,489 13.399
104587 112,558
1368.260 1,770,264
2018 2017

£ £
10,126,533 10,715,555
201935 380134

28,638,576 29,320,012

38,957,044 40,424,701




BARRHEAD HOUSING ASSOCIATION LIMITED
NOTES to the FINANCIAL STATEMENTS {continued)

For the vear ended 31 March 2018

12. Loans 2018 2017
‘ £ £

Loans are secured by specific charges on the Association’s propetties.

In one year or less 585,751 578,939

Between two and five years 3,091,683 2431044

In five years or more 7,034,940 8,284,511

10,712,284 11,294 494

Variable/
Lender Security Effective Maturity Fixed
Nationwide Standard Security over 401 properties 3.32% 2018 Fixed
Nationwide Standard Security over 401 properties 4.13% 2022 Fixed
Nationwide Standard Security over 401 properties 4.71% 2025 Fixed
Nationwide Standard Security over 401 properties 5.03% 2020 Fixed
Nationwide Standard Security over 401 properties Libor + 0.27% 2032 Variable
Santander Standard Security over 163 properties 4.26% 2026 Fixed
Santander - Standard Security over 163 properties 4.26% 2021 Fixed
Santander Standard Security over 163 properties Libor +0.85% 2028 Variable
RBS Standard Security over 24 properties Libor + 1.96% 2040 Variable
BoS Standard Security over 23 properties Libor + 3.00% 2028 Variabie
BoS Standard Security over 23 properties 5.10% 2028 Fixed

13. Pension Scheme

The Association participates in the Scottish Housing Associations' Pension Scheme (SHAPS), a mutti-employer
scheme, which provides benefils to some 155 non-associated employers. The scheme is a defined benefit
scheme in the UK.

It is not possible for the Association fo 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 2015. This actuarial valuation showed
assets of £616m, liahilities of £814m and a deficit of £198m. To eliminate this funding shortfall, the trustees and
the participating employers have agreed that additional contributions will be paid to the scheme as follows:

Total deficit contributions (whole scheme}

From 1 April 2017 to 28 February 2022: £25.7m per annum {payable monthly and increasing by 3% each 1
April)
From 1 April 2017 to 30 June 2025 £0.7m per annum (payable monthly and increasing by 3% each 1
April)
From 1 April 2017 to 31 October 2026 £1.2m per annum (payable monthly and increasing by 3% each 1
April)

The recovery plan contributions are aliocated to each participating employer in line with their estimated share of
the scheme liabilities. Contributions for the year from 1 April 2018 for Barrhead Housing Association have been set
at £101,237. The deficit contribution of £98,198 will increase by 3% per annum.
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BARRHEAD HOUSING ASSOCIATION LIMITED

NOTES to the FINANCIAL STATEMENTS (continued)

For the vear ended 31 March 2018

13. Pension Scheme {continued)

There has been an improvement in the ongoing funding level from 76% at 30 September 2015 to 87% at

30 September 2017. The deficit has decreased from £197m to £129m.

The details of both the ongoing and solvency funding positions are set out below:

Technical Provisions’ ongoing’ Soivency Funding
Funding basis Basis
30 Sept Assets Liabilities Deficit Funding Liahilities Deficit Funding
(Em) (Em) {Em) Level {Em) {Em) Level
(%) (%)
2015 616 813 197 76 1,553 937 40
2016 810 1,620 210 79 1,988 1,176 41
2017 852 981 129 87 1,752 900 49

The improvement in the ‘ongoing’ funding level is in line with the actuary's expectation. The main contributing
factors to the change in the funding level are the increase in the value of the liabilities due to the reduction in
government bond yields, and the assets have performed better than expected fogether with the deficit
contributions paid. The Trustee’s view is that the recovery plan remains appropriate and there is no need to take
any action ahead of the next actuarial valuation due at 3¢ September 2018.

The actual monetary value of the deficit has decreased from £210m to £129m at 30 September 2017.

Between 30 September 2015 and 30 September 2017 the solvency funding position improved from 39.7% to
48.6%. The deficit has decreased from £937m fo £900m, mainly due to better than expected investment returns
over the period.

Where the scheme is in deficit and where the Association has agreed to a deficit funding arrangement the
Association recognises a liability for this obligation. The amount recognised is the net present value of the deficit
reduction contributions payable under the agreement that relates to the deficit. The present value is calculated
using the discount rate detailed in these disclosures. The unwinding of the discount rate is recognised as a
finance cost.

Assumptions 2018 2017
% %
Rate of discount - % per annum 1.51 1.06

The discount rates shown above are the equivalent single discount rates which, when used to discount the future
recovery plan centributions due, would give the same results as using a full AA corporate bond yield curve to
discount the same recovery plan contributions.

The liability {(notes 10 & 11) recognised is as follows: 2018 2017

£ £
Present value of provision at start of period 484 473 1,062,052
Unwinding of the discount factor (interest expense) 4,000 23,256
Deficit contribution paid {95,340) {89,932)
Re-measurements — impact of any change in assumptions (3,000} (510,903)
Present value of provision at end of period 390,133 484,473

27




BARRHEAD HOUSING ASSOCIATION LIMITED
NOTES to the FINANCIAL STATEMENTS (continued})

For the year ended 31 March 2018

13. Pension Scheme (continued) 2018 2017
£'000 £600
The actual confributions payable over the period to 30 September 2017 are:
In one year or less 98 95
Between two and five years 303 401
In five years or more - -
401 496
£ £
The impact on the Statement of Comprehensive Income is:
Unwinding of the discount factor (interest expense) 4,000 23,256
Re-measurements — impact of any change in assumptions (3,000} (510,903)
Contributions paid in respect of future service 27,268 36,656
14. Deferred Income 2018 2017
£ £
Social Housing Grants
Balance as at 1 April 2017 29,320,012 29,820,911
Additions in Year 90,434 361,863
Released/Repaid as the result of property disposals - . -
Amortisation in Year (871,870) (882,762)

28,538,576 29,320,012

Due for release:
Within one year 871,870 862,762
After more than one year 27,666,706 28,457,250

28,538,576 29,320,012

15. Share Capital

Each member of the Association holds one share of £1 in the Association. These shares carry no rights fo
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 propertty of the Association. Each member has a right to
vote at members' meetings.

16. Income and expenditure reserve 2018 2017

£ £
Opening balance at 1 April 2017 8,756,697 7,074,403
Surplus for the year 1,081,424 1,682,294
Net transfer to restricted reserves 6,760 -
Closing balance at 31 March 2018 9,844,881 8,756,697
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BARRHEAD HOUSING ASSOCIATION LIMITED
NOTES to the FINANCIAL STATEMENTS (continued)

For the year ended 31 March 2018

At Received Spent At

1 April During During  31March
17. Restricted Funds 2017 Year Year 2018
£ £ £ £
Land Sale Net Proceeds - 6,760 - {6,760) -
18. Reconciliation of surplus for the year to net cash inflow from operating activities 2018 2017
£ £
Surplus for year 1,081 424 1.882,294
Adjustments for non cash items:
Depreciation of tangible fixed assets 1,433,522 1,420,331
Amortisation of Capital Grants {871,870) (862,762)
Decrease/(Increase) in debtors 249,490 {323,868)
(Decrease)/ increase
in creditors (411,676) 147,298
Pension cost less contributions payable {98,340) (600,835)
Shares cancelled (2) {19}
Adjustment for investing and financing activities:
Carrying value of tangible fixed asset disposals 51,606 12,434
Proceeds from the sale of tangible fixed assets {33,494) (1,000)
Interest receivable (22,209 (27,822)
Interest payable ‘ 369,102 433,112

1,747,553 1,879,163

19. Capital Commitments | 2018 2017
£ £

Expenditure authorised by the Governing Board contracted less certified - -
Expenditure authorised by the Governing Board not contracted - -

Expenditure will be funded from Housing Association Grant and the Association's cash reserves.

20. Contingent liabilities

Pensions

Barrhead has been notified by the Pensions Trust of the estimated employer debt on withdrawal from the
Scheme based on the financial position of the Scheme as at 30 September 2015. The Association has no
current plans to withdraw from the scheme and has made provision for the present vaiue of past service deficit
contributions being paid to eliminate the deficit in the scheme.

As at 31 March 2018 the Association had no other contingent liabilities (2017 - £Nil).
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BARRHEAD HOUSING ASSOCIATION LIMITED
NOTES to the FINANCIAL STATEMENTS (continued)

For the year ended 31 March 2018

21. Housing Stock 2018 2017
£ £

The number of units in Management at 31 March was as follows: -
General Needs — Rehabilitation 300 300
General Needs - New Build 619 616
919 916
Supported Accommodation 12 12
Shared Ownership ‘ 3 5]
934 934
22. Auditor's Remuneration 2018 2017
£ £

The remuneration of the auditors (including expenses and
Non-recoverable VAT for the year) 6,420 6,148

23. Related Parties

One member of the Governing Board is a tenant of the Association. The terms applicable to them are the same
as applicable to all of the tenants. Tommy Reilly served on the Governing Board during the year. He was a
counciflor with East Renfrewshire Council until the elections in May 2017, Any transactions with East Renfrewshire
Councit are made at arm’s length, on normal commercial terms and Councillor Reilly cannot use his position to his
advantage. '

The aggregate rent charged to tenant members of the Governing Board during the year was £3,893 (2017
£3,817) and the aggregate outstanding balance in respect of these rents at the year-end was £Nil.

Levern Property Services Limited (“Levern") is charged for Barrhead staff costs for staff services provided to
Levern as well as a proportion of office overheads. The charge in the year was £7,371 (2017: £7,712.) Levern
also charges Barrhead for staff services provided. The cost in the year was £6,179 (2017: £237). At the year
end Barrhead included in debtors, £19,211 (2017: £39,027) due from Levern.

During the year, the Association successfully applied for a Climate Challenge Fund Grant on behalf of the
Auchenback Resource Centre. The Association’s secretary Brian Connelly is also a director of the Auchenback
Active Limited, which manages the Resource Gentre. Barrhead staff managed the project throughout the year.
Barrhead recharged costs of £91,801 (2017: £79,826) to Auchenback Active Limited. At the year end, Barrhead
was due £45,911 (2017: £45,670) from Auchenback Active Limited in respect of these recharges.

24. Commitments Under Operating Leases 2018 2017
£ £

At the year end, the total future minimum lease payments under non- cancellable

operating leases were as follows:

Not later than one year - -

Later than one year and not later than five years 12,903 4,671
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