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GROUP OPERATING REVIEW
The directors present their annual report and audited financial statements for the year ended 31 March 2016.

Princlpal Activities

The BHA Group comprises Berwickshire Housing Association ("BHA" or "the Association®), BHA Enterprise Limited
("BHA Enterprise") and Seton Care. The principal activities of the Association are the provision and management of
affordable rented accommodation. BHA Enterprise holds the majority membership in Berwickshire Community
Renewables Limited Liability Partnership (BCR).

BHA Group recorded a loss of £333,568 (2015: loss of £ 275,803) on turnover of £ 8,345,232 (2015: £ 9,132,301).
The main difference between the years was that in 2015 the Association bore a charge of £ 246,000 for the re-
measurement of the past service pension deficit. Discontinued operations in the subsidiary, Seton Care, also resulted
in a materially larger operational loss this year than last year. Continuing operations in the group showed a small
surplus of £13,239 {2015:loss of £198,957). Notwithstanding the annual loss, the net cash inflow from cperating
activities rose to £2,562,178 compared to the previous year's £1,293,717. In what proved to be a very busy and
challenging year, three events stood out.

* The Association finished its first new developments for 5 years, with the completion of a 32 unit project at Acredale,
Eyemouth and a 30 unit development at Todlaw, Duns. Twelve of the Duns homes are being successfully leton a
mid-market rental basis.

e  Berwickshire Community Renewables, in which the Group has a 66.6% stake, concluded financing arrangerments
in December 2015 for the three turbine Hoprigshiels windfarm. Once complete, it is anticipated that Hoprigshiels will
contribute additional revenues to the Association, supporting the continuation of our development programme.

* The decision was taken to close Seton Hall, the care home which Seton Care operated in Berwiclk. Falling
accupancy and rising costs combined to make the home unviable for Seton Care and, despite considerable efforts
to find another party who would take over the operation of the home, these were unsuccessful and Seton Hall
closed in November 2015.

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS: BERWICKSHIRE HOUSING ASSOCIATION
LIVITED

Introduction

BHA's core business is providing quality, affordable housing and creating flourishing communities people are proud to
live in. BHA has nearly 1,800 affordable homes to let in Berwickshire and a small number in the Berwick upon Tweed
area. Although first and foremaost a landlord, BHA seeks to offer a much wider range of services that will contribute to
the well-being of its tenants and of the communities in which they live. With just over 50 staff members, we are
committed to delivering quality services relevant to our homes and the pecple who rent them from us, to contribute to
thriving communities. '

In the year to 31 March the Association recorded a surplus of £13,518, compared with the loss of £290,949 for the
previous year. Principal contributors were lower interest charges and a much more favourable impact from the re-
measurement of any changes in the assumptions used to measure the past service pension deficit payment liability.
The net cash inflow from operating activities rose to £2,362,785 (2015: £1,581,812). Maintaining a strong level of cash
generation is essential in ensuring that our programme of new build development can be maintained. Further detail on
the Assoaciation’s financial performance is set out on pages 6-7.

New homes

BHA aims to build as many new homes as it can afford to do, in order to meet local need. We anticipate that
distributions made to the members of BCR will assist BHA to achieve this aim. BHA has planned for a number of new
developments and we hope to be commencing additional developments in Eyemouth and Duns this year and a
redesign project for sheltered housing in Coldstream.

Maintaining the quality of our existing homes.

Our homes are maintained to Government standard. We have a high quality response maintenance service and a
planned programme to upgrade homes and meet legislative standards.
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Providing advice and support to tenants

With the support of Lottery funding we have been providing money advice to tenants for a couple of years now (on
benefits, debt and budgeting training) and, more recenliy, have increased our efforts to provide advice to tenants on
reducing fuel costs and getting the most from money spent on fuel. We are tackling Fuel Poverty through this advice
and securing lower cost, more efficient heating systems.

We have a school based programme, preparing young people for independence.

Support for communities and places where our tenants live.

We provide support to tackle anti-social behaviour and neighbour nuisance. We work with tenants to maintain their
estates through various initiatives, We have a proactive approach to issues of concern to tenants and provide
appropriate support to help tenants to maintain their tenancies. We adopt a focused supportive approach to tenants
with more complex needs or facing challenge, to help them problem solve and move forward successfully with the
support they need.

Our sheltered housing schemes offer support to live independently in old age. We operate a befriending scheme for
older people in Berwickshire.

Our employability scheme supports tenants and other local people into employment.
A day nursery in Duns provides day and after school care from children from 0 to 11 years.

Future actlvitles

BHA continues to monitor carefuily the impact of the roll-out of Universal Credit for our tenants. We are also
considering our options for what we can do either individually or together with other housing associations, in regard to
past service pension deficit payments that we are required to pay.

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS: SUBSIDIARIES

Seton Care

The past year has been a very difficult one for Seton Care and has again led to a significant reduction in the
Company’s activities. During the course of this financial year, the trustees made a difficult decision to close the
residential care home, Seton Hall, in Berwick upon Tweed following consultation that did not identify any other viable
alternatives for Seton Hall. It also withdrew from the contract to provide Care at Home in Northumberland with the
TUPE transfer of staff to a new service provider.

Two of the projects that were running in Seton Care, the Befriending Project and the Employability project transferred
to BHA on 1 April 2016. BHA is in the process of applying to be registered to deliver nursery and sheltered housing
support services. Once BHA is property registered, it is likely that these services will transfer to BHA and Seton Care
will be wound up.

Seton Care made a large loss for the year of £ 358,385 ( 2015: loss of £ 47,525.) Much of the loss was attributable to
costs incurred in shutting Seton Hall in a responsible and sensitive manner, as income fell more quickly than costs. In
addition, there were alsc some one-off costs, most importantly, redundancy payments for staff.

At the moment Seton Care is still operating as a much smaller charity, and BHA is actively looking at ways to minimise
the overheads of this charity, including any cross charges made by BHA for services provided to Seton Care.

BHA Enterprise Limited

BHA Enterprise Limited owns a 2/3 share of Berwickshire Community Renewables LLP (BCR). BCR has a long lease
on a site at Hoprigshiels in Berwickshire, and has secured planning permission and project finance to develop and
operate 3 wind turbines. The project is debt funded by Triodos Bank and the Renewable Energy Investment Fund, a
fund that is managed by the Scottish Investment Bank. it is anticipated that the windfarm will be operational before 31
March 2017 and that in time, the BHA Group's share of profits will be able to be used to invest in affordable housing in
Berwickshire. The other member in the parinership is Community Energy Scotland Trading Limited, a wholly owned
subsidiary of Community Energy Scotland.

Untit 31 December 2015, BHA Enterprise continued to receive rental income for the lease of Seton Hall to Seton Care.
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BHA Enterprise rents 12 properties from BHA and offers these for rent as mid-market rent properties. The properties
were let in the final guarter of the financial year and interest in these properties was strong. BHA Enterprise made a

profit before taxation of £ 11,300 (2015: £62,672).

Berwickshire Community Renewables LLP
As noted, BHA Enterprise is the major share (2/3) member of this LLP. Berwickshire Community Renewables is
consclidated as a subsidiary as a result of the Association’s control of Berwickshire Community Renewables through

BHA Enterprise.

Construction of the windfarm is advancing well and the windfarm is expected to be operational in the 2017/18 financial
year. )
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FINANCIAL REVIEW
Income

The Association's turnover for the year ended 31 March 2016 totalled £ 7.7 million (2015: £ 7.4 million). Rental and
service charge income (net of void losses) accounted for 90% or £ 6.96 million of this with the remainder including:-

¢ £248,000 accounted for as other activities In relation to cavity wail insulation grants received.
* £118,051 received for Supporting People contracts with Scottish Borders Council,

s £95,595 received for wider role funding, primarily Lottery funding for financial inclusion services provided across the
Scoliish Borders area.

¢ £85531 received for recharges to subsidiaries for support services provided by BHA.
«  £76,689 for factoring services (including recharged repairs).

»  £59,541 for commercial rents.,

¢ £50,036 for sale of non-Right to Buy land and house sales.

Expenses
Total revenue expenditure in the year was £ 7.1 million (2015: £8.7 million), comprormising the following main items:-

¢ Letting Activity Management and Maintenance Administration Costs £ 2 Smillion (2015: £ 2.6 miliion)
»  Depreciation £ 1.87 millien ( 2015: £ 1.69 million)

* Reaclive Maintenance £ 1.1 milion (2015: £ 0.9 million)

* Planned & Cyclical maintenance £ 686,000 (2015 £ 799,000)

» Bad debls and provision for doubtful debts £ 161,000 (2015 £ 39,000} As part of its year end work, BHA made
extensive provision for doubtful debts on tenant recharges that had been made overa period of time, but the
collection of which is generally slow,

* 125,000 on Development activities { 2015: £ 48,900)

The operaling surplus generated by the Association in the year was £ 13,518 against an operating loss of £290,949
for 2015.

The Association had a net asset position at the year-end of £36,094,368 compared with a net asset position of
£36,080,844 for 2015.

Cash Flows

The cash flow statement of BHA is shown on page 21. BHA generated £2,362,785 from operating activities, an
increase of £ 780,973 from the prior year. However, cash and cash equivalents decreased by £ 1,104,805 (2015:
£316,639) because of continued investment in new builds and the repayment of loans.

Liquidity

The Assaciation has a small net current asset position of £ 68,365 as at 31 March 2016, a reduction of £ 2,149,930 in
the year due to a reduction in construction debtors as development properties were completed and moved to fixed
assels and a reduction in cash. The Association has a 3 year revolving credit facilily with RBS of which £ 5.5 million
remains undrawn as at 31 March 2016. As the initial RBS facility expires in December 2016, we retendered the loan
facility and RBS were successful in providing a new 10 year loan facility to BHA. The loan documentation for the new
loan has now been signed. BHA also has a £ 0.5 million revolving credit facility with Nationwide Building Society
which Is undrawn as at 31 March 2016.

Capital Structure and treasury

The Association’s activities are funded on the basis of a Business Plan which s updated annually. The main element
of our iong term funding is a facility provided by Nationwide Building Society and a smaller part of our loan facilities is
provided by RBS. Interest rate risk is managed by the Finance Committee and treasury management arrangements
are reviewed regularly.
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Investment in tenants' homes
During the year we invested £ 732,000 in improving tenants’ homes {2015: £398,000). At the year-end our housing
stock was recorded at £62,663,770 (2015: £62,263,086).

New Build

During the financial year we completed 62 new build properties of which 12 were mid-market rent properties that are
let by the subsidiary, BHA Enterprise. We spent £ 8.5 million in bringing these properties into our stock and we
received Housing Association Grant (HAG) from the Scottish Government and also some grant from the Scottish
Borders Counclil to help keep our rents for new builds affordable.

We plan to spend a further £ 9,069,700 in the next two years on new developments but also to receive HAG totaliing
£4,280,200 towards these new projects.

Board

In the course of the year a number of colleagues — Maria Peers, Jo Pawley, Anne McNeill and Deborah Stokes - left
the Board and | would like to put on record my thanks to them for their considerabile conlribution over the past few
years. | am also pleased to welcome Fraser Kelly, Lorraine Tait, Steve Wright and Tony Homer to the Board. We are
always looking for new Board members, particularly from our tenant base, so if anyone is interested please contact

John Bain and/or secretary@bhagroup.org.uk for further details.

Andl bt

By order of the Board of Management
Andrew Watson

Convener

55 Newtown Street

Duns, TD11 3AU

23 September 2016
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BOARD OF MANAGEMENT AND EXECUTIVE OFFICERS
The members of the Board of Management and the Executive Officers are listed on Page 1.

Each member of the Board of Management holds one fully paid share of £1 in the Association. The Executive Officers
hold no interest in the Assocliation's share capital and, although not having the legal status of Directors, they actas
Executives within the authority delegated by the Board of Management.

The members of the Board of Management are also Trustees of the Charity. Members of the Board of Management
are appointed by the members at the Association's Annual General Meeting.

STATEMENT OF BOARD OF MANAGEMENT’S RESPONSIBILITIES

The Co-operative and Community Benefit Act 2014 require the Board of Management to prepare Financial Statements
for each financial year which gives a true and fair view of the state of affairs of the Association and of the surplus or
deficit of the Assaciation for that period. In preparing those Financial Statements, the Board of Management is
required to:-

» select suitable accounting policies and then apply them consistently;
» make judgments 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 Financlal Statements;

* prepare the Financial Statements on the going concern basis unless it is inappropriate to presume that the
Association will confinue in business;

e prepare a statement on Internal Financial Control.

The Board of Management is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Association and to enable them to ensure that the Financial
Statements comply with the Co-operative and Community Benefit Societies Act 2014, the Housing (Scotland) Act
2014 and the Determination of Accounting Requirements 2015. They are also responsible for safeguarding the assets
of the Association and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities. It is also responsible for ensuring the Association's suppliers are paid promptly.

The Board of Management must in determining how amounts are presented within items in the income and
expenditure account and balance sheet, have regard to the substance of the reported transaction or arrangement, in
accordance with generally accepted accounting practices. '

In so far as the Board of Management are aware:

» There s no relevant audit information (information needed by the Housing Association's auditors in connection with
preparing their report) of which the Association's auditors are unaware, and

» The Board of Management have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and o establish that the Housing Association's auditars are aware of that information.
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STATEMENT ON INTERNAL FINANCIAL CONTROL

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

the reliabiiity of financial information used within the Assaclation, or for publication;
the maintenance of proper accounting records;
the safeguarding of assets against unauthorised use or disposition.

it is the Board of Management's responsibility to establish and maintain systems of Internal Financial Control. Such
systems can only provide reasonable and not absolute assurance against material financial mis-statement or loss.
Key elements of the Association's systems include ensuring that:

4
L]

N .
formal policies and procedures are In place, including the ongoing documentation of key systems and rules relating

to the delegation of authority, which allow the monitaring of controls and restrict the unauthorised use of
Association's assels;

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 which allow the management team and the Board of Management ta monitor
key business risks, financial objectives and the progress being made towards schieving the financial plans set for
the year and for the medium term;

guarterly financial management reports are prepared promptly, providing relevant, reliable and up to date financial
and other information, with significant variances from budget being investigated as appropriate. )

Regulatory retumns are prepared, authorised and submitted promptly to the relevant regulatory bodies.

all significant new initiatives, major commitments and investment projects are subject to formal authorisation
procedures, through the Board of Management,

the Board of Management receive reports from management and from‘the external and intemal auditors to provide
reasonable assurance that control procedures are in place and are being followed and that a general review of the
major risks facing the Association is undertaken;

formal procedures have been established for instituting appropriate action to commect any weaknesses identified
through internal or external audit reports.

The Board of Management has reviewed the effectiveness of the system of internal financial control in existence in the
Association for the year ended 31 March 2016. No weaknesses were found in the internal financial contrals 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.
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Donatlons
During the year the Association made charitable donations amounting to £3,350 (2015 £4,588).

Auditors

In accordance with BHA policy, following five years with our current auditors, Findiay & Co, we tendered our external
audit services. Chiene & Tait was successful in the tender, and as a result a resolution to appoint Chiene & Tait,
Chartered Accountants, will be proposed at the Annual General Meeting.

frot

By order of the Board of Management
Andrew Watson

Convener

55 Newtown Street

Duns, TD11 3AU

23 September 2016
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CORPORATE GOVERNANCE MATTERS

In addition fo our audit of the Financial Statements, we have reviewed your statement on Page 9 concerning the
Association's compliance with the information required by the Regulatory Standards In respect of internal financial
controls contained in the publication "Our Regulatory Framework" and associated Regulatory Advice Notes which are
issued by the Scottish Housing Regulator.

Basis of Opinion

We carried out our review having regard to the requirements relating to corporate governance matiers within Bulletin
2006/5 issued by the Auditing Practices Board. 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 reasons given for non-compliance,

AUDIT OPINION

In our opinion the Statement on Internal Financial Control on page 9 has provided the disclosures required by the
relevant Regulatory Standards in the publication "Our Regulatory Framework” and associated Regulatory Advice
Notes by the Scottish Housing Regulator in respect of internal financial controls and is consistent with the information
which came to our attention as a result of our audit work on the Financial Statements.

Through enquiry of certain members of the Board of Management and Officers of the Association, and examination of
relevant documents, we have satisfied ourselves that the Board of Management's Statement on Internal Financial
Control appropriately reflects the Association's compliance with the information required by the relevant Regulatory

Standards in respect of intemnal financial controls within the publication "Our Regulatory Framework" and associated
Regulatory Advice Notes issued by the Scottish Housing Regulator in respect of internal financlal controls.

A —

Alexander Squires (Senior Statutory Auditor)
For and on behalf of Findlay & Co

Chartered Accountants

Statutory Auditors

Dundee

September 2016
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Independent Auditors’ Report to the Members of Berwickshire Housing Association Limited

We have audited the financial statements of Berwickshire Housing Association Limited for the year ended 31st March
2016 which comprise Group and Association Statement of Comprehensive Income, the Group and Association
Statement of Financial Position, the Group and Association Statement of Cash Flows, the Group and Association
Statement of Changes in Reserves and related notes. The financial reporting framework that has been applied in their
preparation is the applicable law and accounting standards of the United Kingdom

This report is made solely to the Association's members, as a body, in accordance with Section 87 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 auditors' report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibiiity 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.

Respective Responsibilities of Board of Management and Auditors

As explained more fully in the Statement of Board of Management's Responsibilities the Association's Board of
Management, are responsible for the preparation of the Financial Statements that give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements In accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Iireland). Those standards require us to
comply with the Auditing Practices Board's (APB's) Ethical Standards for Auditors.

Scope of the audit on 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 Group and the
Association's circumstances and have been consistently applied and adequately disciosed; the reasonableness of
significant accounting estimates made by the Board of Management; and the overall presentation of the financial
statements. In addition, we read all the financial and non- financlal information in the Board of Management's report to
identify material inconsistencies with the audited financial statements, If we become aware of any apparent material
misstatements or inconsistencies we consider the implications of our report.

Opinlon on the financlal statements
In our opinion the Financial Statements:

* give a frue and fair view of the state of the Group's and the Association's affairs as at 31st March 2016 and of its
profit for the year then ended;
» have been properly prepared in accordance with United Kingdom Generally Acceplted Accounting Practice: and

e have been properly prepared in accordance with the Co-operative and Community Benefit Societies Act 2014, the
Houging (Scolland) Act 2010 and the Determination of Accounting Requirements 2015.
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CORPORATE GOVERNANCE MATTERS

In addition to our audit of the Financial Statements, we have reviewed your statement on Page 9 concerning the
Association’s compliance with the information required by the Regulatory Standards in respect of internal financial
contrals contained in the publication "Our Regulatory Framework” and associated Regulatory Advice Notes which are
issued by the Scottish Housing Regulator.

Basis of Opinion

We carried out our review having regard to the requirements relating to corporate governance matters within Bulletin
2006/5 issued by the Auditing Practices Board. 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 reasons given for non-compliance.

AUDIT OPINION

In our opinion the Statement on Internal Financial Control on page 9 has provided the disclosures required by the
relevant Regulatory Standards in the publication "Our Regulatory Framework" and associated Regulatory Advice
Notes by the Scottish Housing Regulator in respect of internal financial controls and is consistent with the information
which came to our attention as a result of our audit work on the Financial Statements.

Through enquiry of certain members of the Management Committee and Officers of the Association, and examination
of relevant documents, we have satisfied ourselves that the Management Committee’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 within the publication "Our Regulatory Framework" and associated
Regulatory Advice Notes issued by the Scottish Housing Regulator in respect of internal financial controls.

A 4—
Alexander Squires (Senior Statutory Auditor)
For and on behalf of Findlay & Co
Chartered Accountants
Statutory Auditors

Dundee

September 2016
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. " BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

Association Statement of Compréhensive income for the year ended 31st March 2016

Notes 2016 Re:(::;ed

o . ; )
REVENUE 2 7,724,521 7,380,236
Operating Costs 2 7,008,737 | 6,660,703
OPERATING SUPLUS 2 625,784 719,533
Gain / (Loss) on Sale of Housing Stock 7 26,087 {37,784)
Interest Receivable and Other Income 48,010 26,503

_—Interest Payable and Other Charges 8 {699,363) (753,201)—_
Cther Finance Income / (Charges) 1 13,000 (246,000}
SUPLUS / (LOSS) FOR THE YEAR 13,518 (290,949} |
Other Comprehensive Income - - -
TOTAL COMPEHENSIVE INCOME 13,618 {290,949)

Continuing operations: all items dealt within arriving at the operating surplus for the year relate to continuing

operations.

The notes on pages 23 to 60 form part of these financial statements.
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Annual Report and Group Financial Statements for the Year Ended 31 March 2016

Cbhéolidated Statement Qf Financial 'Posi_tioln as at 31st March 2016 :

Restated
16
Notes 20 2015
£ £
TANGIBLE FIXED ASSETS
Housing Properties 12 62,663,770 62,263,086
Other Tangible Assets 13 3,371,449 528,871
Investments 14 - -
66,035,219 62,891,897
CURRENT ASSETS
Stock 15 444 484 415,055
Housing development debtors - 1,064,677
B Debtors 16 426,538 499,811
Current assets investment 892 812 1,259,892
Cash at bank and in hand 5,297,669 1,676,301
7,061,503 4,915,736
Creditors: Amounts falling due within che 17 (2,284,447) {2,024,718)
year
NET CURRENT ASSETS 4,777,056 2,894,018
TOTAL ASSETS LESS CURRENT 70,812,275 65,785,915
LIABILITIES
Creditors: Amounts falling due after more 18 (30,490,426} (25,361,232)
than one year
Provislon for liabilities 28 (270,997) -
Deferred Income :
Social Housing Grants 19 {2,760,364) (2,782,189)
Other Grants 18 (450,450) {455,000)
NET ASSETS 36,840,038 37,187,514
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BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

Consolidated Statement of Financial Position as at 31st March 2016
Restatad
Notes 2016 2045
E £

EQUITY

Share Capital 156 149
Minority Interest 29,013 ' 40,668
Revenue Reserves 13,378,395 13,402,380
Revaluation Reserve 23,432,474 23,744,317
TOTAL RESERVES 36,840,038 37,187,514

Comparative figures have been restated to reflect the adoption of the Housing SORP 2014 and FRS 102.

The Financial Statements were approved by the Board of Management and authorised for issue and signed on their
behalf on 23 September 2016.

Ading~ AL st RENTl

Andrew Watson Scott Holmes Colin Howard
Convener Vice Convener Finance Director
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: BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

Assoclatlon Statement of Fmanc|al Posmon as at 31‘“ March 2016

Restated

16
Notes 20 2015
£ £
TANGIBLE FIXED ASSETS
Housing Properties 12 62,663,770 62,263,086
Other Tangible Assets 13 188,746 181,067
Investments 14 1 1
62,852,517 62,444,154
CURRENT ASSETS
Stock 15 371,707 352,789
Housing development debtors - 1,064,677
Debtors 16 431,508 331,352
Current assets investment 717,677 959,912
Cash at bank and in hand 377,553 1,240,123
1,898,445 3,948,863
- T
CREDITORS Amounts falling due within 17 {1,830,080) {1,730,568)
one year
NET CURRENT ASSETS 68,365 2,218,295
TOTAL ASSETS LESS CURRENT 62,920,882 64,662,449
LIABILITIES
CREDITORS: Amounts falling due after 18 (23,615,700) (25,344,436}
mare than one year
DEFERRED INCOME :
Social Housing Grants 19 (2,760,364) (2,782,169)
Other Grant 19 (450,450) (455,000)
(3,210,814) (3,237,169)
NET ASSETS 36,094,368 36,080,844
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- BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

Association Statement of Financial Position as at 31st March 2016
Restated
Notes 2016 2015
£ I £

EQUITY -
Share Capital 20 156 149
Revenue Reserves 12,661,738 12,336,378
Revaluation Reserve ) 23,432,474 23,744,317
o 36,094,368 36,080,844

Comparative figures have been restated to reflect the adoption of the Housing SORP 2014 and FRS 102.

The Financial Statements were approved by the Board of Management and authorised for issue and signed on their
behalf on 23 Seplember 2016.

fdtot~ D dluet Cooarel

Andrew Watson Scott Holmes Colin Howard

Convener Vice Convener Finance Director

The notes on pages 23 to 60 form part of these financial statements.
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e BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

Consolidated Statement of Cash Flows for the year ended 31st March 2016 ‘
Notes 2016 Restated
2015
£ £ -
Net Cash Inflow from Operating 21 2,562,178. 1,293,717
Activities
Investing Activities
Acquisition and Construction of Properties {1,297,155) (7.400,612)
Purchase of Other Fixed Assets (2,933,563) (179,950)
Socfal Housing Grant Received - 2,219,884
| (_.')_tr-ier Housing Grants Received - 455,000
Social Housing Grant Repaid - -
Proceeds on Disposal of Properties 149,620 405,710
Net Cash {Outflow) from Investing - (4,081,098) (4,499,968)
Activities
Financing Actlvities N
Interest Received on Cash and Cash 75,731 ‘\_ : 54,287
Equivalents g
Interest Paid on Loans (699,363) (748,122)
Loan Principal Repayments {including - (1,519,879) (484,929)
revolving credit)
Loan Drawdown 6,916,701 4,050,000
Share Gapital Issued 18 6
Net Cash Inflow from Financing 4,773,208 B 2,871,242
Increase / {(Decrease) in Cash 3,254,288 {335,009)
Opening Cash & Cash Equivalents 2,936,193 3,271,202
Closing Cash & Cash Equivalents 6,190,481 2,936,193
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.BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

Association Statement of Cash _FioW‘s for the year e_nded S:I_s't March 2016

Notes 2018 Restated
2015
£ £
Net Cash Inflow from Operating 21 2,362,785 1,581,812
Activities
Investing Activities
Acquisition and Construction of Properties (1,297,155) {7,400,612)
Purchase of Other Fixed Assets (125,614) {179,850}
Social Housing Grant Received 0 2,674,884
Sccial Housing Grant Repaid 0 0
Proceeds on Disposal of Properties 126,394 405,710
Net Cash Qutflow from Investing - {1,296,375) {4,499,968)
Actlvities
Financing Activities
Interest Received on Cash and Cash 48,010 54,287
Equivalents :
Interest Paid on Loans {699,363) {748,122)
Loan Principal Repayments (1,519,880) (484,929)
Loan Drawdown 0 3,780,275
Share Capltal Issued 18 6
Net Cish Qutflow from Financing (2,171,215) 2,601,517
{Decrease) / Increase in Cash (1,104,805) {316,639)
Opening Cash & Cash Eciuivalents 2,200,035 2,516,674
Closing Cash & Cash Equivalents 1,095,230 2,200,035 -
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. BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTES TO THE FINANCIAL STATEMENTS FOR BHA GROUP

Legal status

Berwickshire Housing Asscciation Limited ("BHA" or the "Association”) is registered under the Co-operative and
Community Benefits Societies Act 2014 No. 2482R(S) and is a registered Scottish Charity number SCO42342. BHA Is
registered as a housing association with the Scottish Housing Regulator under the Housing (Scotland) Act 2014. The
principal activity of the Association is the provision of social housing. The registered address is 55 Newtown Street,
Duns, Berwickshire, TD11 3AU. BHA has two wholly owned subsidiaries, BHA Enterprise Limited and Seton Care.
BHA Enterprise 1s the 2/3 majority member of Berwickshire Community Renewables LLP.

NOTE 1

Accounting Polices

The following accounting policies have been applied consistently in dealing with items which are considered material
in relation to the financial statement.

Basis of accounting

The financial statements of the Association are prepared in accordance with applicable accounting standards and in
accordance with the accounting requirements included in the Determination of Accounting Requirements 2015, and
under the historical cost accounting rules, madified to include the deemed cost of housing properties at the date of
transition. The financial statements have also been prepared in accordance with the Statement of Recommended
Practice for social housing providers 2014 ("SORP 2014"), issued by the National Housing Federation and in
accordance with Financial Reporting Standard 102 - 'The Financial Reporting Standard applicable in the UK and
Republic of Ireland' . The Association is a Public Benefit Entity in terms of its compliance with Financial Reporting
Standard 102,

This is the first year in which financial statements have been prepared under FRS 102. Please refer to note 27 for an
explanation of the transition.

Foreign Currency Translation

{i Functional and Presentational Currency
Items included in the financial statement of each of the Group's entities are measured using the currency of the
primary economic environment in which the entity operates (“the functional currency”). Sterling (£) is the Association’s
functional and the Group's presentation currency.

(ii) Transactions and Balances
Foreign currency transactions are translated into the functional currency using the exchange rate applicable to the
cash flow hedge and a cash flow hedge reserve account is created.

Bagis of Consolidation

The Group financial statements consolidate the financial statements of Berwickshire Housing Association Limited, and
all its subsidiary companies as at 31 March 2016. The subsidiaries are BHA Enterprise Limited, and Seton Care both
of whom traded for a full year, although Seton Care has in the course of the year, discontinued certain of its activities.
Berwickshire Community Renewables LLP (BCR) is a partly owned subsidiary of BHA Enterprise Limited and is
currently developing a windfarm.

The share of non-controlling interest in BCR in the Group's Consolidated Statement of Financial Position and In
Group's Consolidated Statement of Changes in Equity is disclosed as Minority Interests. The share of the profit or loss
for the year is presented under the heading “Minority Member's Share of Loss in LLP."

Berwickshire Community Renewables LLP received project funding to construct and operate a windfarm. This project
funding s such that distributions from Berwickshire Community Renewables LLP are only allowed if these are in
compliance with its loan agreements.

Turnover | Revenue

The Association recognises rent receivable net of losses from voids. Service Charge Income (net of voids} is
recognised when expenditure is incurred as this is considered to be the point when the service has been performed
and the revenue recognition criteria is met.
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- BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

Land
Land is valued at cost as a non-depreciable asset as the intention is to hold the land for future affordable housing
development.

Soclal Housling Grant and Other Grants In Advance / Arrears

Social Housing Grants and Other Capital Grants are accounted for using the Accrual Method as outlined in Section 24
of Financial Reporting Standard 102. Grants are treated as deferred income and recognised in income on a
systematic basis over the expected usefui life of the property and assets to which it relates. Grants received for land
purchases that are not yet developed and grants for developments under construction are deferred to income and not
amoriised until the development is complete,

Sacial Housing Grant altributed to individual components is written off to the Income and Expenditure Account when
these components are replaced.

Social Housing Grant received in respect of revenue expenditure is credited to the Income and Expenditure Account in
the same period as the expendilure to which it relates.

Although Social Housing Grant is freated as a grant for accounting purposes, it may nevertheless become repayable
in certain circumstances, such as the disposal of certain assets. The amount repayable would be recognised on the
sale of the asset.

Going concern

The financial statements have been prepared on a going concern basis after consideration of the future prospects for
the Group and the preparation of long term financial forecasts and plans which include an assessment of the
availability of funding, and the certainty of cash flow from the rental of soctal housing stock.

Discount rates have been used in the fair value of past service pension deficit payments. The rates used are subject
to change and are influenced by wider economic faclors over time.

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

Valuation of HousIng Propetties

Housing Properties are stated at cost less accumulated depreciation. At the date of transition, exercising an oplion
available within the 2014 SORP, BHA chose to value its housing assets at deemed cost.

Housing under construction and Land are not depreciated. The Association depreciates housing properties by major
component on a straight line basis over the estimated useful economic lives of each identified component. Al
components are calegorised as Housing Properties within note 12.

Component Useful Component Useful Component Useful
Economic Economic Economic
Life Life Life
Walls 100 years Roofs 60 years Chimney 50 years
Windows 20 years Doors 20 years Lifts 20 years
Kitchens 20 years Heating 20 years Alarm 25 years
Systems
Boilers 10 years Bathrooms 20 years
Structure 100 years Renewables 20 years

Housing assels are depreciated for a full year in the year in which they are capitalised.
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Where there is evidence of impairment, the fixed assets are written down to the recoverable amounts and any
write down would be charged to the operating surplus.

» New Build
Housing properties in the course of construction are held at cost and are not depreciated. They are
transferred to completed properties when they are ready for letting or sale.

» Mid-Market Rent
Mid-market rent properties are let to BHA Enterprise at social housing rents. BHA has 12 mid-market rent
properties and they are valued at depreciated cost. They are not considered to be investment property.

Sales of Housing Properties

First tranche Shared Ownership disposals are credited to turover on completion. The cost of construction of these
sales is taken to operating cost. In accordance with the Statement of Recommended Practice, disposals of
subsequent tranches are treated as non-current asset disposals with the gain or loss on disposal shown in the
Statement of Comprehensive Income.

Disposals of housing property under the Right to Buy scheme are treated as non-current asset disposals and any gain
and loss on disposal accounted for in the Statement of Comprehensive Income.

Disposals under shared equity schemes are accounted for in the Statement of Comprehensive Income. The remaining
equity in the property is treated as a non-current asset investment, which is matched with the grant received.

Life Cycle of Components

The Association estimates the useful lives of major components of its housing property with reference to professional
advice, the Group's asset management strategy and the requirements of the Scottish Housing Quality Standard. We
are still evaluating the implications of the new environmental standard, EESSH, on eslimated useful lives.

Leases/Leased Assets

Costs in respect of operating leases are charged to the Statement of Comprehensive Income on a straight line basis
over the lease term. Assets held under finance leases and hire purchase contracts are capitalised in the Statement of
Financial Position and are depreciated over their useful lives.

Works to Existing Properties

The Assaciation capitalises major repairs expenditure where these works result in an enhancement of economic
benefits by increasing the net rental stream over the life of the property.

Other Tangible Assets
Tangible fixed assets are measured at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is calculated to write down the cost less estimated residual value of all tangible fixed assets, over their
expected useful lives, using the straight line method. The rates applicable are:-

Oifice Premises 10 years
Other Equipment 5-10 years
Computer Hardware 2-5 years
Moator Vehicles 2-5 years
Improvements to leased properties 2-5 years
Tools 2 years
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Annual Report and Group Financial Statements for the Year Ended 31 March 2016

Impairment of assets

At each reporting date fixed assets are reviewed to determine whether there is any indication that those assets have
suffered an impairment loss. If there is an indication of possible impairment, the recoverable amount of any affected
asset is estimated and compared with the carrying amount. If estimated recoverable amount is lower, the carrying
amount is reduced to its estimated recoverable amount, and an impairment loss is recognised immediately in the
Statement of Comprehensive Income.

If an impairment loss is subsequently reversed the carrying amount of the asset is increased to the revised estimate of
its recoverable amount, but not in excess of the amount that would have been determined had no impairment loss
been recognised for the asset in prior years. A reversal of an impairment loss is recognised immediately in the
Statement of Comprehensive Income,

Investments
Investments in subsidiaries are measured at cost less accumulated impairment.

Deposits and liquid resources

Cash, for the purposes of the cash flow statement, comprise cash in hand net of any overdraft repayable on demand.
Liquid resources are current asset investments that are disposable without curtailing or disrupting the business and
are readily convertible into known amounts of cash at or close to their carrying value.

Stock / Work In Progress

Stock is where land is held for resale, and it is stated at the lower of cost and net realisable value, being the estimated
selling price less costs ta complete and sell. Work in progress includes all qualifying costs for the project feasibility
study,

Debtors

Short term debtors are measured at transaction price, less any impairment. Loans receivable are measured initially at
fair value, net of fransaction costs, and are measured subsequently at amortised cost using the effeclive interest
method, less any impairment.

Creditors
Short term creditors are measured at the transaction price. Other financial liabitities, excluding bank loans, are
measured at the present value of the future payments discounted at a market rate of interest for a similar debt

instrument.

Finance Costs

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

Estimation Uncertainty

The preparation of financial statements requires the use of certain accounting estimates. It also requires the Board of
Management to exercise judgement in applying BHA's Accounting Policies. The areas requiring a higher degree of
judgement, or complexity, and areas where assumptions or estimates are most significant to the financial statements
are disclosed below:

Bad and doubtful debts

Provision is made against rent arrears of current and former tenants as well as other miscellaneous debts to the
extent that they are considered potentially irrecoverable. Debts are classed as uncollectable after an assessment of
the legislative options avallable to recover and consideration of specific circumstances.
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Retirement Benefits

The Assaciation participates in the Scottish Housing Association Defined Benefits Pension Scheme and ratirement
benefits to employees of the Association are funded by the 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 Associations taken as a whole.

The Association accounts for amounts that it has agreed to pay towards the Scheme deficit in accordance with
paragraph 28.11A of FRS 102. The present value of this liability has been recognised in the Statement of Financial
Position. The discount rate applied to this obligation is that of a yield rate for the high quality corporate bond.

Financial instruments

The Assoclation only enters into basic financial instruments transactions that result in the recognition of financial
assets and liabilities like trade and other accounts receivable and payable, loans from banks and other third parties,
loans to related parties and investments in non-puttable ordinary shares.

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

Foreigh exchange risk

Contractual payments due in Euros for the supply of wind turbines have been cash flow hedged by holding sufficient
Furos in a bank account to pay for the supply of the wind turbines, as these payments become due In Euros. The
hedge will have a temporary effect and eliminate on completion of the wind turbines construction.

The hedging relationship is consistent with the entity’s risk management objectives for undertaking hedges.

Until such time as the hedge completes, currency movements are recoded within provisions and will eventually be
reversed against the final cost of the fixed asset addition to eliminate any foreign currency risk.

Key Judgements made in the application of Accounting Policies

Exemptions taken in the transition to FRS 102
The Association has considered and taken advantage of the following exemptions in its first time application of FRS

102

e The Association has not revisited previous accounting esfimates

» The Association has not revisited the accounting of previous business combinations

= The Categorisation of Housing Properties
In the judgement of the Board of Management the entirety of the Association's housing stock is held for social benefit
and is therefore classified as Property, Plant and Equipment in accordance with FRS 102,

e The Association made use of the deemed cost opfion in valuing its housing assets at the date of transition for FRS

102.
s [dentfification of cash generating units

The Association considers its cash-generating units to be the schemes in which it manages lts housing property for
asset management purposes,
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¢  Financial Instruments - Basic
The Association recognises basic financial instruments in accordance with Section 11 of Financial Reporting Standard
102.

The Association's debt instruments are measured at amortised cost using the effective interest rate method.

Page 28




6¢ obed

968699 Sov'Tvy's Log'zeL's +65'552 829°680°8 Zee'sre's Iviol
9/8'001 £61'628'2 890'9eY' (gve'268) z268L' L20'v8E'L SIANDY 12110
0Z0'e8S TITELL'D £€2'969'9 868'z69 90£°80%"9 50Z'196'0 sbumeT |epos
3 3 3 3 3 3

s

]

}

(noyaq) ssniding {(woyeq) /sniding o

Buiesadp 51509 Bupelado anuaaay Bunpesadg $)800 Buyeiadg InuUaAay N

5107

9i0z

sn|ding Bupesedo pue s1s09 Bunesad( 'sa|es J0 1509 ‘anuaAsy JO SJe|nIIed PaEPIOSU0D

dIO¥UO YHE~< 310N

910Z YaJel LE Papu3 Jea) 8yj Jo} SULWIAIEIS [eloueu]] dnols) pue Joday [enuuy

Q3LINIT NOLLVIDOSSY ONISNOH FHIHSHIIMY34




'BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 3 - BHA GROUP

Consolidated Particulars of Income & Expenditure from Social Lettings

i 5] [ ]
= | Fzg | 35 | f2 | 2 | § | &
<] - £ET oD o ol -
5 | 285 | 23 | ag a g g
@arf)ag | % | 8 § B
£ £ £ £ £ £
REVENUE FROM LETTINGS
Rent Receivable Net of 8,244,757 376,007 3,497 283,276 8,907,530 6,609,179
Identifiable Service Charges
Service Charges Receivable 45,927 130,886 = 176,802 170,848
GROSS RENTS RECEIVABLE 6,200,694 508,672 3,497 283,275 7,084,338 8,787,825
Less Rent Losses from voids (71,557) {61,714) (57,342) {100,613) {168,608)
NET RENTS RECEIVABLE 8,219,137 445,158 3,467 225,093 6,803,726 8,831,217
Amortisation of Social Housing 26,355 = - 26,356
Granis and QOther Grants
Revenue Grants from Scottish 41,125 41,125 64,476
Ministers
Revenue Grants from Local & s 540
Authorities and other Agencies
TOTAL INCOME FROM 8,268,817 445,168 3,407 225,833 8,861,205 6,606,233
SOCIAL LETTING
EXPENDITURE ON SOCIAL
LETTING ACTIVITIES
Service costs 121,013 100,287 221,300 225,143
Management and maintenance 2,061,786 175,936 188,504 2,428,208 2,555,863
administration costs
Reactive Maintenance 1,001,125 52,601 s 8,216 1,000,032 938,696
Bad Debts — Rents and Service 159,506 307 1,208 181,020 38,855
Charges
Planned and Cyclical 845,771 39,940 5 - 885,711 798,706
Maintenance, including Major
Repairs
Depreciation of Social Housing 1,686,668 87,31 s 1,754,007 1,566,061
Impairment of Housing . N -
OPERATING COSTS OF 5,675,846 438,532 166,828 6,308,306 6,113,213
SOCIAL LETTING
OPERATING SURPLUS ON 810,771 5,826 3,407 30,005 652,889 583,020
SOCIAL LETTING
ACTIVITIES
816,687 (1,386) 3,397 {35,888) 583,020
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' BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016
NOTE 3 — ASSOCIATION ONLY

Association Particulars of [ncome & Expenditure from Social Lettings

%
= [ [}
=z 93 0B § & I} = o 2
Q SR =] oo 2 *» o
- @ 8 o S — - &
8 5 F 53 | &8 e o e &
[£=} [{=] =
2 2 | 5 23 E o
]
]
£ £ £ E £ £
Revenue from Leltings
Rent Receivable Net of Identifiable 6,244,757 378,007 3497 283,275 6,907,530 6,009,178
Service Charges
Service Charges Receivable 45,937 130,885 . - 178,802 178,646
Gross Rents Receivable 6,200,604 506,872 3,497 283,275 7,084,338 8,787,825
Less Rent Losses from voids (71,557 {61,714) . {57,342) (190,613) {156,608)
Met Rents Receivable 8,218,137 445,158 3,407 225,033 8,893,725 6,691,217
Amoriisation of Social Housing 26,356 5 5 - 26,355
Grants and Other Grants
Revenue Grants from Scottish 41,125 5 g - 41,125 84,476
Ministers
Revenue Grants from Local - . . . - 540
Authorities and other Agencies
Total Income from Social Letting 6,286,817 445,168 3,487 225,033 8,081,205 6,606,233
Expenditure on Social Letting
Aclivities
Service costs 121,013 100,287 5 - 221,300 225,143
Management and maintenance 2,111,225 175,926 . 168,504 2,475,675 2,571,958
administration cosls
Reactive Maintenance 1,001,126 52,691 5 8,210 1,060,082 538,805
Bad Debts — Rents and Service 150,505 207 5 1,208 181,020 38,855
Charges
Planned and Cyclical 845,771 39,840 5 = 885,711 798,796
Maintenance, including Major
Repairs
Depreciation of Social Housing 1,680,860 67,371 5 - 1,754,037 1,550,081
Impairment of Housing : g 2
Operating Costs of Social Letting 5,725,315 436,532 g 105,928 8,357,775 8,129,308
Operating Surplus on Social 661,302 8,828 3,497 30,005 803,430 568,027
Lefting Activities
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- BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 5 - BHA GROUP

Officers Emoluments

2016

2015

The Officers are defined in the Co-operative and Community
Benefit Societies Act 2014 as the members of the Board of
Management, managers and employees of the Association.

Number of Officers of the Association who received emoluments
greater than £60,000.

Aggregate Emoluments payable to Officers with Emoluments
greater than £60,000 (excluding Pension Contributions)

394,495

387,592

Compensation payabie to Officers for loss of Office

Number of Pension contributions made to Officers with
emoluments greater than £60,000

Pension contributions made on behalf on Officers with emoluments
greater than £60,000

28,685

27,927

Emoluments payable to Chief Executive {excluding pension
contributions)

98,731

96,731

Total Compensation paid to key management personnel

Number

Number

The number of Officers, including the highest paid Officer, who
received emoluments {excluding pension contributions) over
£60,000 was in the following ranges:

£60,001 to £70,000

£70,001 to £80,000

£80,001 to £90,000

£ 90,001 to £ 100,000

- e -
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'BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 5 — ASSOCIATION ONLY

'_C'Jffic"érs"‘Embluments ;

2016

2015

The Officers are defined in the Co-operative and Community
Benefit Societies Act 2014 as the members of the Board of
Management, managers and employees of the Association.

Number of Officers of the Association who received emoluments
greater than £60,000,

Aggregate Emoluments payable to Officers with Emocluments
greater than £60,000 (excluding Pension Contributions)

394,495

387,592

Compensation payable to Officers for loss of Office

Number of Pension contributions made to Officers receiving
greater than £60,000

Pension contributions made an behalf on Officers with emoluments
greater than £60,000

29,685

27,827

Emoluments payable to Chief Executive (excluding pension
contributions)

96,731

96,731

Total Compensation paid to key management personnel

The number of Officers, including the highest paid Officer, who
received emoluments {excluding pension contributions) over
£60,000 was in the following ranges:

Number

Neumber

£60,001 to £70,000

£70,001 to £80,000

£80,001 to £90,000

£ 90,001 to £ 100,000

- -—\!N -
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. BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 6 ~ BHA GROUP

Employee Information

2015

2016
The average monthly number of full time equivalent persons 90 121
employed during the year was
The average total number of Employees employed during the year 114 180
was
Staff Costs were; £ £
Salaries 2,218,082 2,679,448
Sacial Security Costs 164,159 187,967
Other Pension Costs(including past service pension deficit 384,655 379,813
payments) '
TOTAL 2,766,896 3,247,228
NOTE 6 — ASSOCIATION ONLY
Employee Information
2016 2015
The average monthly number of full time equivalent persons 51 50
employed during the year was
The average total number of Employees employed during the year 57 56
was
Staff Costs were: £ £
Salaries 1,517,150 1,460,626
Social Security Costs 163,654 145,530
Other Pension Costs{including past service pension deficit 343,597 331,855
payments)
TOTAL 2,014,401 1,238,011
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BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016
NOTE 7 - BHA GROUP

Gain on Sale of Fixed Assets

1 2016 2015
£ £
Sales Proceeds 105,308 277,910
Cost of Sales (95,453) (312,794)
GAIN ON SALE OF HOUSING STOGK 9,855 (34,884)
NOTE 7 — ASSOCIATION ONLY
Gain on Sale of Fixed Assets
o 2016 2015
I = .
Sales Proceeds I sao00 127,800
Cost of Sales - (57,913) (148,250)
| GAIN ON SALE OF HOUSING STOCK 26,087 (20,459)
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BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016
NOTE 8 - BHA GROUP

Interest Payable and Similar Charges

2016 2015
= — -
On Bar_1k_L9§ns & Overdrafts 624,383 636,122
Intere-sl on unwinding of discount factor for past service pension 75,000 112,000
y liability
'''' 699,363 748,122
NOTE 8 — ASSOCIATION ONLY
Interest'Paya_ble and Similar Charges
I 2016 2015
R £ £
QOn Bank Loans & Overdrafts- B 624,363 641,201
Interest on unwinding of discount factor for past sérvice pension . 75,000 112,000
liability -
699,363 753,201
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' BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 9 - BHA GROUP

Surplus for Year

2018 Restated
2015
Surplus is stated after charging:- £ £
Depreciation — Housing Properiies 1,754,039 1,656,061
Depreciation — Other Fixed Assets 120,798 154,316
Depreciation — Assets under Finance lease 26,415 10,380
Auditors Remuneralion — Audit Services 28,695 35,758
Auditors Remuneration — Other Services B -
Operating Lease Rentals - Land & Buildings . -
Operating Lease Rentals - Other 20,053 12,910
NOTE 9 — ASSOCIATION ONLY
Surplus for Year
2016 Restated
2015
Surplus is stated after charging:- E E
Depreciation - Housing Properties 1,755,539 1,556,061
Depreciation — Other Fixed Asseis 117,248 132,905
Auditors Remuneration — Audit Services 13,900 21,782 |
Auditors Remuneration - Other Services ! -
Operating Lease Rentals — Land & Buildings -
Operating Lease Rentals - Other 20,053 12,910
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1 BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 10- BHA GROUP

Tax on Surplus on Ordinary Activities

charitable activities.

charitable activities.

The Association is a Registered Scottish Charity and is not liable to United Kingdom Corporation Tax on its

BHA Enterprise Limited is liable to United Kingdom Corporation Tax on its taxable profits.

Seton Care is a charity registered in England and Wales and is not liable to United Kingdom Corporation Tax on its

NOTE 10- ASSOCIATION

Tax on Surplus on Ordinary Activities

charitable activities.

| The Association is a Registered Scottish Charity and is not liable to United Kingdom Corporation Tax on its

NOTE 11- BHA GROUP

~ Other Finance Income / (Charges)

T

I 2016 2015
£ £
Unwinding of Discounted Liabilities 13,000 (246,000)
NOTE 11- ASSOCIATION ONLY -
l__Other Finance Income / (Charges)
2016 2015
£ £ ]
Unwinding of Discounted Liabllities 13,000 (246,000) |
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BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 12- BHA GROUP

Tangible Fixed Assets- Social Housing properties
Housing Properties Housing Under o Land Total
Propetties Construction
Held for
Letting
Cost £ £ E £
As at 1% April 2015 55.588,9.93 7,181,433 1,422,964 63,693,390
Additions 235,691 1,393,780 - 1,629,471
Capitalised improvements 732,360 - - 732,360
Disposals (533,362) ! - | - (533,362)
Schemes Completed 8,520,898 (8,520,828) - -
AS AT 31°" MARCH 2016 64,044,580 54,315 | 1,422,964 65,521,859
Depreciation £ £ £- £
Asat 1" April 2015 1,430,304 - - 1,430,304
Charge for;éar 1,754,039 - - 1,754,03§ .
Disposals {326,254) - - {326,254)
AS AT 31°" MARCH 2016 2,858,089 00 . 2,858,089
T Net Book Value . £ £ £
As at 31* March 2016 i 61,186,491 54,315 1,422,964 62,663,770
As at 31 March 2015 53,658,689 7,181,433 1,422,964 62,263,086 |
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~ BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 12- ASSOCIATION ONLY

Tariglble Fixed Assets- Social Housing properties

Houslng Properties Housing Under Land Total
Properties Construction
Held for
Letting
Cost £ £ £ £
As at 1% April 2015 55,088,993 7,181,433 1,422,964 63,693,390
Additions 235,691 1,393,780 - 1,629,471
Capitalised Improvements 732,360 - - 732,360
Disposals (533,362) - - {533,362}
Schemes Completed 8,520,898 (8,520,898) - -
AS AT 31°T MARCH 2016 64,044,580 54,315 1,422,964 65,521,859
Depreciation £ £ £ £
As at 1¥ April 2015 1,430,304 - - 1,430,304
Charge for year 1,764,039 - - 1,754,039
Disposals (326,254) - - (326,254)
AS AT 315" MARCH 2016 2,858,089 - - 2,858,089
Net Book Value £ £ £
As at 31" March 2016 61,186,491 54,315 1,422 964 62,663,770
As at 31* March 2015 53,658,689 7,181,433 1,422 964 62,263,086

Additions to housing properties includes capitalised major repair costs to existing properties of £730,360

(2015 £397,795)

All land and housing properties are freehold.

The Association's Lenders have standard securities over Housing Property with a carrying value of £ 46,252,934

{2015 - £47,522,235).

Impairment Charges

The Association classifies its cash generating units in terms of the property schemes that it uses for asset

management purposes.

There was no impairment charged to the accounts in this financial year.
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' IBERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016
NOTE 13- BHA GROUP

Qther Tangible Herltable Leasehold Equipment Motor Windfarm Total
Assels Office Improvements Vehicles Under
Property Construction
Cast £ £ £ £ £
Asat 1 April 661,782 98,763 566,421 81,539 374,752 1,783,258
2015
Additions 16,931 - 71,697 36,986 2,807,950 2,933,564
Eliminated on s (15,272) (155,723) (81,539) (352,534)
Disposals
As at 31 March 678,714 83 491 482,395 36,986 3,182,702 4,464,288
2016
Aggregated £ £ £ £ £
Depreclation
As at 1 April 614,041 39,320 450,792 50,294 - 1,154,447
2015
Charge for year 20,345 16,696 84,820 25,352 - 147,213
Eliminated on - (15,272) (130,459) (53,090) - (208,821)
Disposals
As at 31% March 634,386 40,744 405,153 12,656 - 1,092,839
2016
Net Book Value £ £ £ £
As at 31* March 44,328 42,747 77,242 24,430 3,182,702 3,371,449
2016
As at 31" March 47,742 69,443 115,629 31,245 374,752 628,811
2015
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-BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 13- ASSOCIATION ONLY

BHA Other Tangible Fixed Assets

Other Tangible Assets Heritable feasehold 1 Equlp- Motor Total
Office Improve- ment Vehicles
Property ments
Cost £ £ £ £ £
As at 1% April 2015 EEH 782 83,491 410,698 44,014 | 1,199,985
Additions 16,931 i 71,607 36,986 125,614
Eliminated on Dispesals - - - (44,014) {(44,014)
As at 31* March 2016 6?8.713. 83,491 482,395 36,986 1,281,585
Aggregated Depreciation £ £ £ £ £
As at 1% April 2015 614,041 24,048 346,748 34,081 1,018,918
| Charge for year 20,345 16,69 58,405 19,214 114,660
Eliminated on Disposals o - - - {40,739) (40,739)
As at 31® March 2016 - 634,386_- 40,744 405,153 12,556 1,092,839
Net Book Value £ £ £
As at 31° March 2016 44,327 42:TE 77,242 24,430 188,746
As at 31* March 2015 47,741 59,443 63,950 9,933 181,067
NOTE 14 BHA GROUP
Investments =
atcost | 2016 o 2015
- S £ £
Unlisted — shares in su;sidialfy c_:_ompanies - -
NOTE 14~ ASSOCIATION ONLY B -
Investments '
At Cost 2016 2015
— = - d

Unlisted - shares in subsidiary companies

The Association has ultimate control over the companies listed below.

.The Association is the 100% owner of Seton Care, a company limited by guarantee, which specialises in care setvice
delivery. In the past financial year Seton Gare has significantly reduced its activities. Currently it manages the housing
support contract on behalf of the Association and operates a nursery in Duns. In the Group accounts, it is accounted

for as a subsidiary.
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BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

BHA Enterprise Limited is a private company wholly owned by the Association, which specialises in the owning of
property and the delivery of renewable energy solutions. The Association owns the only issued share in the company
with a nominal value of £1. In the Group accounts, it is accounted for as a subsidiary.

BHA Enterprise Ltd is the majority member, with a 2/3 stake, in Berwickshire Community Renewabies LLP, which is a
Joint venture set up to develop and own a wind-farm.

2016 2015
£ £

Aggregate capital and reserves

Seton Care 284,973 643,358
Profit for the year

Seton Care (358,385) {47,525)
Aggregate capltal and reserves

BHA Erterprise Limited 431,685 422 645
Profit for the year

BHA Enterprise Limited 9,040 48,243
Aggregate capital and reserves

Berwickshire Community Renewables LLP 87,038 122,004
Profit/ (Loss) for the year

Berwickshire Community Renewables LLP {34,968) (27,081)

Berwickshire Housing Association Limited is considered to be the ultimate parent undertaking of the Group.
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. ' BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 16 BHA GROUP

Stock and Work in Progress

At Cost 2016 2015
o £ £
| Stock 444,484 415,065
NOTE 15~ ASSOCIATION ONLY
Stock and Work in Prograss
AtCost 2016 2015
£ £
Stack 371,707 352,799

Stock is tand held for sale.
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' 'BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 16- BHA GROUP

Debtors :
2016 2015
£ £
Arrears of Rent & Service Charges 435,603 205,738
Less: Pravision for Doubtful Rental Debts ) (173,076} {175,589)
- 262,527 30,149
Other Debtors 289,062 329,656
Less: Provision for Doubtful Other Debts (153,257) -
135,805 329,656
Trade Debtors 28,206 140,006
426,538 489 811
NOTE 16— ASSOCIATION ONLY
Debtors
2016 2015
£ £ I
Arrears of Rent & Service Charges 435,603 205,738
Less: Provision for Doubtful Rental Debts (173,076) {175,588)
' 262,527 30,149 |
Other Debtors 192,185 233,818
Less: Provision for Doubtful Othef Debts {153,257) -
B 38,928 233,818
Trade Debtors 12,494 17,321 [
Intercompany Debtors 117,552 50,064
431,508 331,352
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. ' BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 17- BHA GROUP

Creditors amounts falling due within one year

2016 2015
£ £
Housi_r__lg Loans 581,250 581,250
Trade Payables 80,540 190,788
Rentin Advance o 128,633 71,947
Finance Leases - 12,804
Other Taxation and Social Security 93,679 118,785
Other Payables 842,664 790,535
Provision for Holiday Pay 9,399 14,650
Accruals and Deferr;l Income 548,282 240,959
- 2,284,447 2,021,718
NOTE 17- BHA HOMES
G'réc‘l\it_érs amounts falllng due within one year ;
2016 2015
£ £

N Housing Loans 581,250 581,250
Trade Payables 60,134 175,424
Intercompany Creditors - 4,873
Rentin Advance 128,633 71,947
Other Taxation and Social Security 40,355 83,908
Other Payables 815,204 737,974
 Provision for Holiday Pay 9,399 14,650
Accruals and Deferred Income 186,105 60,542
- 1,830,080 1,730,568
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.BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016
NOTE 18- BHA GROUP

Creditors amounts falling due after one year

2016 Restated
2015
E £
Liability for Past Service Contributions 3,295,177 3,504,034
Housing Loans 20,320,523 21,840,402
Project Finance — Bank loans 6,874,726 -
30,490,426 25,344,436
NOTE 18- ASSOCIATION ONLY
Creditors ai'nqunts falling due after one year
2016 Restated
2015
£ £
Liability for Past Service Contributions 3,285,177 3,504,034
Housing Loans 20,320,523 21,840,402
23,615,700 25,344,436

The Association has a number of long-term housing loans the terms and conditions of which are as follows

Lender _ Security Effective Maturity Variable/
Interest Rate Fixed
Nationwide Standard security over 1,417 BHA Libor +0.3% March 2039 Variable
Buiiding homes in total in regard to its loan 4.2% Dec 2018 Fixed
Society facilities to BHA 1.74% April 2017 Fixed
4.4% Nov 2026 Fixed
RBS Standard Security over 168 properties Libor + 1.6% Dec 2016 Variable
Clydesdale Standard Security over 12 properties The loan has
Bank been repaid

In June 2016, the Association took out a forward fix with Nationwide Building Society, so as to continue to pay interest
on a fixed rate when the current fixed rate matures in April 2017, at 1.91% with a final maturity date of April 2037, As
from 1 July 2017, the Association took out a fix with Nationwide Building Society at 1.79% with a final maturity date of
July 2036.

All of the Associations bank borrowings are repayable in a monthly basis with the principal being amortised over the
term of the loans.

The liability for past service contributions has been accounted for in accordance with FRS 102 para 28.13A and
represents the present value of the contributions payable. The cash out flows have been discounted at a rate of 2.29%
(2015 - 2.22%).

Project Finance is as follows:-
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;  BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

‘Lender Securitfu_ Effective Maturity Variable /
Interest Rate Fixed
Triodos Bank NV Windfarm is secured to | 3.691% March 2017 | Fixed
Triodos Bank
Scottish Enterprise (Renewable Floating charge behind 8% December Fixed
Energy Invesiment Fund) senior lender 2026
NOTE 19—~ BHA GROUP
Deferred Income
a o 2016 2015
. - So:i:i Housing Grants E. £
Balance as at 1* April 2015 2,782,169 562,285
Additions in year - 2,219,884
Amortisation in Year (21,805) -
Balance as at 31* March 2016 - o 2,760,364 2,782,169
Other "(::-;a_nts £ E
Balance as at 1% April 2015 455,000 -
Additions in year s 455,000
Amoitisation in Year {4,550) -
BALANCE AS AT 31°" MARCH 2016 450,450 455,000
NOTE 19- ASSOCIATION ONLY -
‘Deferred Income i .
2016 2015
Social Housing Grants £
Balance as at 1 April 2015 2,782,169 562,285
Additions in year " - 2,219,884
Amortisation In Year . (21,808) .
Balance as at 31% March 2016 . 2,760,364 2,782,169
Other Grants - o £
Balance as at 1% April 2015 - 455,000 -
Additions in year o - - 455,000
Amortisafion in Year (4,550) -
BALANCE AS AT 31°" MARCH 2016 450,450 455,000

Grant is amortised over the life of the asset, once the development is complete.
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NOTE 20- BHA GROUP

Share Ca_pital

‘ £

Shares of £1 each at 1* April 2015 149
Shares of £1 issue of Shares 18
Cancellation of Shares {(11)
BALANCE AS AT 31°" MARCH 2016 156

Shares in the Assoclation carry no rights to a dividend or other distributions and are not repayable.

NOTE 20- ASSOCIATION ONLY

] Share Capital
£

Shares of £1 each at 1 April 2015 149
Shares of £1 issue of Shares 18
Cancellation of Shares (11)
BALANCE AS AT 31°" MARCH 2016 156

Shares in the Association carry no rights to a dividend or other distributions and are not repayable.
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NOTE 21- BHA GROUP

Statement of cash flows
Reconciliation of operating surplus to balance as at 1% April 2016 Restated
2015 2015

£ £
Operating Surplus - 255,554 689,897
Minority Members share of loss in LLP 11,655 9,020
Depreciation 1,901,252 1,426,286
Amortisation of capital grants (26,355) -
Change in debtors 73,273 {979,126)
Pension deficit payaents {270,856) {262,966)
Change in stack (29,429) (25,713)
Non cash expenses for sale of assets in note 4 198,078 9,472
Gain on sale of fixed assels 9,855 (22,871)
Change in creditors 452 162 203,734
Unwinding of the discount on pension liability (13.000) 246,000 |
Share Capital cancelled (11) (16)
BALANCE AS AT 31°" MARCH 2016 2,562,178 1,293,717

NOTE 21—~ ASSOCIATION ONLY
Statement of cash ﬂbw; | ‘
Reconciliation of operating surplus to balance as at 1™ April 2016 Restated
2015 2015

£ £
Operéling Surplus 625,784 702,208
Depreciation 1,868,697 1,706,340
Amortisation of Capital Grants (26,355) -
Change in debtors {100,156) {993,861)
Pension Deficit Payments (270,856) (262,966)
Change in Stock {18,908) 0
Non cash expenses for sale of assets in note 4 198,078 27,608
Change in creditors 99,512 44,499
Non cash adjustment for pension liability movements (13,000) 358,000
Share Capital cancelled {11) (16)
BALANCE AS AT 31% MARCH_2016 2,362,785 1,581,812

Page 53




BERWICKSHIRE HOUSING ASSOCIATION LIMITED

Annual Report and Group Financial Statements for the Year Ended 31 March 2016

NOTE 22- BHA GROUP

Housing Stock =
2016 2015
The number of units of accommodation in management at-the o .
year-end was:
General Needs — New Builds 1,700 1,641
B General Needs - Rehabiltation 0 0
Shared Ownership 2 2
o Supported Housing 91 91
i 1,793 1,734
NOTE 22- ASSOCIATION ONLY i
Housing Stock ; i
B 2016 2015
The number of units of accommod-ation in management at the
year-end was: "
o Generat Needs —~ New Builds 1,700 1,641
General Needs - Rehabilitation F 0 0
Shared Ownership 2 2
B Supporied Housing 91 91
1,793 1.73_4 p
NOTE 23A BHA GROUP -
Comdl;;hnents under Operating Leases -
At the year end, the total future minimum lease payments 2016 | 201 5
under non-cancellable operating leases were as follows:-
B £ £
Not later than one year . 2,125 69,209
Later than one year and not fater than five years ) 20,053 12.719—
Later than five years 205,453 -
NOTE 23A~ ASSOCIATION ONLY
Commitments under Operating Leases
At the year end, the total future minimum lease payments 2016 2015 |
under non-cancellable operating leases were as follows:- i
E_ £
Nat later than one year - 207
g Later than one year and not later than five years 20.053_ 12,719
Later than five years = -
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NOTE 23B BHA GROUP

Capital Commitments
At the 31 March 2016 the BHA Group had the following | 2018 2015
~ Capltal Commitments
E £
Expenditure authorised by the Board of Management / Board 7,925,165 49,350
contracted less certified
NOTE 23B- ASSOCIATION ONLY
Capital Commitments
At the year end, the total future minimum lease payments 2016 2015
under non-cancellable operating leases were as follows:-
| £ £
i Expenditure authorised by the Board of Management / Board - 49,350
| contracted less certified

NOTE 24

Related Parties

Members of the Board of Management are related parties of the Association as defined by Financial Reporting
Standard 102.

The related party relationships of the members of the Board of Management is summarised as:-

» 1 member Is a tenant of the Association and was a member for the full year

+ 1 memberwas a tenant for the first part of the year
Those members that are tenants of the Assaciation have tenancies that are on the Association's normal tenancy
terms and they cannot use their positions to their advantage.

Board of Managerment Members cannot use their position to their advantage. Any transactions between the
Association and any entity with which a Board of Management Member has a connection with is made at arm's length
and is under normal commercial terms.

Transactions with Board of Management members {and their close family} were as follows:

Rent Received from Tenants on the Committee 4,830

At the year-end total rent arrears owed by the tenant members of the Committee were £nil.

The following member of the Board of Management is a councillor of Scottish Borders Council; - Councillor James
Fullarton.

BHA Enterprise Limited
During the year the following members of the Board of Management of Berwickshire Housing Association have also
been Directors of BHA Enterprise Limited: David Melrose.
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Berwickshire Housing Assaciation levied fees for the following amounts to BHA Enterprise Limited during the period
1 April 2015 to 31 March 2016.

£ 19,004 costs for personne! working on projects (2015: £ 27,015)
£ 2,000 staff costs for shared services (2015: £ 14,563)
£ 2,426 for a share of facilities management costs (2015; £ 2,691)

BHA Enterprise Limited levied fees of £ 43,502 to Seton Care during the year 1 April 2015 to 31 March 2016 for the
rent of Seton Hall. (2015: £ §8,003)

The balance outstanding from BHA Enterprise Limited as at 31 March 2016 to Berwickshire Housing Assaciation was
£ 21,124.27 (2015: BHA was due £ 4,872 from BHA Enterprise).

The balance outstanding to Seton Care at year end was £3,105 (£ nil 2015)

BHA Enterprise made a loan of £ 250,000 to Berwickshire Community Renewables LLP, the loan period has been
extended by up to 80 months and interest is payable at 10% per annum and is paid when the loan is repaid at the end
of the term. The balance outstanding to BHA Enterprise from Berwickshire Community Renewables LLP as at 31
March 2016 (including the loan) was £ 276,420 (2015: £ 272,656).

Seton Care {formerly Seton Care Limited)

During the year the following members of the Board of Management of Berwickshire Housing Association have also
been Directors of Seton Care: - Andrew Watson, Trevor Jones, Fraser Kelly and Tony Homer.

Berwickshire Housing Association levied fees for the following amounts to Seton Care during the period 1 April 2015
to 31 March 20186.

£ 56,600 staff costs for shared services (2015 £ 70,000).

£ 11,791 for a share of facilities management costs (2015: £ 14,718).

£ 5,000 to provide training for staff.

£ nll for rental of accommodation (2015: £ 3,500).

Seton Care invoiced Berwickshire Housing Association £ 118,051 (2015: £ 118,051) for managing the Supporting
People contract on behalf of Berwickshire Housing Association Limited and £ nil (2015: £ 300) for catering services.

Seton Care also invoiced BHA for staff ancillary workers costs of £19,270 (2015: £ 18,946) for cleaning services
delivered.

Seton Care received £ 7,679 (2015: £ 7,783) from Berwickshire Housing Association towards the angoing costs at
Linkim Court.

Seton Care paid BHA Enterprise Limited £ 43,502 (2015: £ 58,003) for the rent of Seton Hall and £ 8,500 to
Berwickshire Housing Association for the rent of 53 Newton Street in Duns for Little Reivers Nursery (2015: £ 8,400)
during the year 1 April 2015 to 31 March 2016. The balance outstanding from Seton Care as at 31 March 2016 to
Berwlickshire Housing Association was £ 20,129 {2015: £ 54,730).

The balance outstanding fo Seton Care from BHA Enterprise as at 31 March 2016 was £ 3,105 (2015 £ nil).

Berwickshire Community Renewables LLP

BHA Enterprise Limited has a 2/3 ownership of this entity which is controlled by Berwickshire Housing Association
Limited (BHA) as BHA Enterprise Limited is a wholly owned subsidiary of BHA. There were transactions during the
year although the entity did not trade in the year.
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The balance outstanding from Berwickshire Community Renewables LLP to Berwickshire Housing Association as at
31 March 2016 was £ 76,306 (2015: £ nil).

The balance outstanding from Berwickshire Community Renewables LLP to BHA Enterprise Limited as at 31 March
2016 was £ 276,420 (2015: £ 272,656) including a [oan of £ 250,000 on commercial terms.

BHA Enterprise Limited contributed £ 100,000 as its membership contribution of this limited liability partnership.

NOTE 25
Details of Association
The Association Is a Registered Society registered with the Financial Conduct Authority and is domiciled in Scotland.

The Assaciation's principal place of business is 55 Newtown Street, Duns, Berwickshire.

The Association Is a Registered Social Landiord and Scotltish Charity that owns and manages social housing property
in Berwickshire and a small number of properties in Berwick — upon — Tweed.

NOTE 26

Retirement benefit obligations

Berwickshire Housing Association Limited participated in the Scottish Housing Association Pension Scheme (the
Schame).

The Scheme is a multi-employer defined benefit scheme. The Scheme is funded and is contracted out of the state
scheme.

It is not possible in the normal course of events to identify the share of underlying assets and liabilities belonging to
individual participating employers 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 FRS102 represents the
employer contribution payable.

The last formal valuation of the Scheme was performed as at 30th September 2012 by a professionally qualified
actuary using the Projected Unit Credit method. The market value of the Scheme’s assets at the valuation date was
£394m. The valuation revealed a shortfall of assets compared with the value of liabiiities of £304m (equivalent to a
past service funding level of 56,4%).

The Scheme Actuary has prepared a preliminary triennial valuation that provides the preliminary update on the
funding position of the Scheme as at 30th September 2015. This valuation has not yet been signed off as is required.
The preliminary funding update revealed an Increase in the assets of the Scheme to £616 miillion and indicated an
decrease in the shortfall of assets compared to liabilities to approximately £106 million, equivalent to a past service
funding Jevel of 76%.

The Scheme operates on a 'last man standing' basis, meaning that in the event of an employer withdrawing from the
Scheme and being unable to pay its share of the debt on withdrawal. then the liability of the withdrawing employer is
re-apportioned amongst the remaining employers. Therefore in certain circumstances the Association may become
liable far the abligations of a third party.

All employers in the scheme have entered into an agreement to make additional contributions to fund the Scheme's
past service deficit. This obligation has been recognised in terms of Para 28.11A of Financial Reporting Standard 102.
Al the balance sheet date the present value of this obligation was £3,285,000 (2015 - £3,504,000). This was
calculated by reference to the terms of the agreement and discounting the liability using the yield rate of high quality
corporate bond with a similar term. The discount rate used was 2.29%. (2015: 2.22%)

The Association made paymenis totalling £280,163 (2015: £272,274) to the pension scheme during the year.

Berwickshire Housing Association Limited has been notified by The Pensions Trust of the estimated employer debt on
withdrawal from the Scheme based on the financlal position of the Scheme as at 30 September 2015, As of this date
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the estimated employer debt for Berwickshire Housing Association Limited was £ 9,361,212 (30 Sept 2014 :

£8,344,158).

NOTE 27

Translition to the Financial Reporting Standard 102

In accordance with the Statement of Recommended Practice the Association has adopted the Financial Reporting
Standard for UK & Ireland (FRS 102) for the accounting period beginning an 1 April 2015. As a result of this the

comparative figures for the period ending 31 March 2015 have been restated in accordance with FRS 102.

The transition to FRS 102 has resulted in a number of changes in accounting policies compared with those used

previously.

The following describes the differences between the assets and liabilities and income and expendifure as presented
previously, and the amounts as restated to comply with the accounting policles selected in accordance with FRS 102
for the reporting period ending 31 March 20186.

BHA GROUP
Reconciliation of Capital Reserves
At 31* March 2015 At 31* March 2014
> r
i ~ & 4] = o
> 0D 30 s 03Z 30 o
3 ge 2 3 3 e a 3 8
) &3 @ = B 23 = e o
c o9 = = o9 o
[ = | w 7] 3 ]
< = < =3
£ £ £ £ £ E £
Non-current (i) 61,141,039 1,750,858 62,891,897 56,872,691 562,285 57,434,976
Assets
Current Assets 4,915,736 s 4,915,736 4,245 906 - 4,245,906
Current Liabilities (2,021,718) - {2,021,718) (2,113,452) - {2,113,452)
Non-current (i1} (21,857,198) {3,504,034) (26,361,232) {18,144,155) {3,409,000) {21,553,155)
Liabilities
Deferred Income (i) 5 (3,237,169) (3,237,169) = (562,285) (562,285)
CAPITAL 42,177,869 {4,990,345) 37,187,514 40,860,590 {2,409,000) 37,451,990
RESERVES

Notes to the Reconciliation

(i) The Assoclation adopted the deemed cost valuation methad for housing stock at the date of transition.
Housing Association Grants (HAG) received before the date of transition were recognised as income at the
date of transition, apart from grants received that related to land that had not yet been developed. The HAG
on undeveloped land and all HAG received after the date of transition is no longer deducted from the cost
of the capital assef, but is instead treated as deferred income which is recognised in income over the useful
life of the related asset.

(ii) As the Association has entered into an agreement to make contributions to fund a deficit in the SHAPS

pension scheme this has been recognised as a liability in accordance with the FRS 102.. This liability was
not previously recognised and payments made under this agreement were written off as operating costs.
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BHA GROUP

RéConciliati_on of Retained Surpluses for the year

At 31* March 2015
Note As Previously Effect of As
stated Transition Restated
£ £ £ £
Revenue 9,132,301 - 9,132,301
Operating Costs {i), {iii) and (8,301,048) (141,357) (8,442,405)
(v)
Other Income (iv) 34,380 (69,264) (34,884)
Minority Members share of Loss in (V) - 9,020 9,020
LLP
Interest Receivable 54,287 - 54,287
{nterest Payable () and (Iil) {(636,122) {112,000) (748,122)
Change in Fair Value of Financial (ity and (jii) - {246,000) (246,000)
Instrument
SURPLUS 283,798 {559,601} {275,803)
ASSOCIATION ONLY
Reconciliation of Capital Reserves
At 31* March 2015 At 31* March 2014
3> »
] - ﬁ » = g
oD a0 n 2 g 0
5| 52| 3% 5| £2| 38 8
3 25 =~ Iy LR} =0 B
c o9 ™ c Qe -~
g S 2 @ 3™ 4
- g
£ £ £ £ £ £ £
Non-current (i) 60,603,295 1,750,850 62,444,154 56,310,575 562,285 56,872,860
Assels
Current Assets 3,948,863 - 3,848,863 3,271,840 - 3,271,640
Current Liabilities {1,730,568) - {1,730,568) (1,720,640) - (1,720,640)
Non-current (ii) {21,840,402) {3,504,034) (25,344,438) {18,114,555) (3,409,000) {21,523,555)
Liabilities
Deferred Income (i) = (3,237,169) (3,237,169) ~ (562,285) {562,285)
CAPITAL 44,071,188 {4,990,344) 36,080,844 39,747,020 (3,409,000) 36,338,020
RESERVES
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ASSOCIATION ONLY

Reconciliation of Retained Surpluses for the year

At 31* March 2015
Note As Previously Effect of As
stated Transition Restated
£ £ E £
Revenue 7,380,236 - 7,380,236
Operating Costs ?)), {iif) and {6,528,367) (132,336) {6,660,703)
v
Other Income (iv) 31,480 (69,264) (37,784)
Interest Receivable 26,503 - 26,503
Interest Payable (i) and (i) (641,201) (112,000) {753,201)
Change in Fair Value of Financial (ii) and (iii} - (246,000) (246,000)
Instrument
SURPLUS 268,651 {559,600) (290,949)

Notes to the Reconciliations continued

(i}~ The Association adopted deemed cost valuation method for housing stock at transition. This resuited in an
additional depreciation charge of £ 395,303 for 2015 as under this method of valuation housing association grant
(HAG) received before the transition date is recognised as revenue and is not as previously, amortised against
depreciation,

Expenditure relating to past service pension deficit payments of £ 262,967 is not now charged to Income, as under
FRS 102 the full past service deficit is recognised as a liability on the balance sheet and the liability is unwound over
the period of these payments. The amount recognised Is the present value of the deficit reduction contributions
payable and the present value is calculated using the discount rate which is a market rate and therefore liable to
change each year. This and any other changes in assumptions are recognized in the Statement of Comprehensive
Income for the year as Changes in Fair Value of Financial instruments. The difference between the reduction of the
liability and the actual amount paid in past service pension deficit payments is the unwinding of the discount factor
which s charged to the Statement of Comprehensive Income as Interest Payable expense.

(iv) The cost of Right to Buy sales are higher under FRS 102 because of the change in treatment to HAG noted in (i)
above.

(v} The Minority member's share of the loss in LLP has been separately disclosed.

NOTE 28 BHA GROUP
Forelgn exchange liabilities

Berwickshire Community Renewables LLP has applied hedge accounting to cash held in Euros to pay for elements of
the wind turbines, which were capital commitments at the year-end.

2016 2015

£ £
Foreign currency hedge 270,997 -
At 31 March 2016 270,997 -
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