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Report of the management committee
for the year ended 31 March 2010

The committee of management presents its report and the audited financial statements for the
year ended 31 March 2010.

Principal activities

The principal activily of the Association continues to be the provision of affordable rented
accommodation.

Review of business and future developments
The results for the year are set out in the income and expenditure account on page 6..

The members of the committee of management are of the opinion that the state of affairs of
the Association, as shown on the Balance Sheet on page 7, is satisfactory and are pleased to
note the surplus of £1,012,292 for the year, which will be transferred to reserves.

During 2009-10, Castlehill's stock of properties in management increased by 44, with the
completion of developments at Porilethen and Kintore.

At Portlethen the Association also developed 17 units, which were transferred to Tenants First
Housing Cooperative on completion, and 18 units for sale under the New Supply of Shared
Equity initiative. All NSSE units at Portlethen have been sold.

In addition the Association has sold all NSSE properties at Mintlaw, which were completed
during 2008-09. Castlehill sold one unit on the open market during the year to 31°' March
2010; a single tenement flat.

Grant approval for the NSSE scheme at Mintlaw was obtained prior to the housing market
downturn. Consequently the selling prices for these units have been substantially less than
was envisaged at that time. In addition many of the properties remained empty for longer as
buyers struggled to find morigages, thus resulting in higher financing costs. This has resulted
in a funding shortfall of £442,000, which is expected to be recovered during 2010-11.

The Association is currently developing a sheltered housing scheme at Mintlaw comprising 23
units. In addition work is underway at Braemar, where there will be 4 units for rent plus 2
NSSE units. Grampian Housing Association is developing a site at Arran Avenue, Aberdeen
and 44 units for rent at this site are expected to be transferred to Castlehill on completion.

- The Association also anticipates building 18 units at Dyce, Aberdeen during 2010-11.

During 2009-10 the Association decided to invest in a new IT system. After extensive
investigations a system was chosen and work is ongoing to transfer ali data to the new
system. it is anticipated that the Association will go live with the new system in August 2010.

The Association has secured loan funding of £4.1m in the period after 31™ March 2010 and
prior to 28" June 2010. This will serve to address the net current liablilty position at 31% March
2010, caused in part by development creditors for schemes under construction. The
remainder of this loan will be used to fund the ongoing development programme during 2010-
11.

Charitable donations totaling £170 were made in the year, £120 to The Big Issue and £50 to St
Columba'’s Hospice.
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Changes in fixed assets

Defails of fixed assets are set out in notes 12 and 13.

The committee of management and executive officers

The committee of management and officers of the Association are listed on page 1.

Each member of the commiftee of management holds one fully paid share of £1 in the
Association. The executive officers of the Association hold no interest in the Association's
share capital and although not having the legal status of directors they act as executives within

the authority delegated by the committee.

Provision of information to auditors

As far as the Commiflee of Management are aware, there is no relevant audit information of
which the Association’s auditors are unaware and we have taken all the steps that we ought
to have taken in order io make ourselves aware of any relevant audit information and to
establish that the company's auditors are aware of that information.
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Statement of committee’s responsibilities

Housing Association legislation requires the committee to prepare financial statements for
each financial year, which give a true and fair view of the state of affairs of the Association and
of the income and expenditure of the Association for the year ended on that date. in preparing
those financial statements the committee 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 financial statements.

« Prepare the financia! statements on a going concern basis unless it is inappropriate to
presume that the Association will continue in business.

The committee is responsible for keeping proper accounting records, which disclose with
reasonable accuracy at any time the financial position of the Association.

The committee acknowledges its responsibility for ensuring that the Association establishes
and maintains a system of internal financial controls appropriate to the environment in which it
operates. These controls are designed to give reasonable assurance with respect to the
reliability of financial information used by the Association, the maintenance of proper
accounting records and the safeguarding of assets against unauthorised use or disposition.

It is recognised that such systems can only provide reasonable and not absolute assurance
against material financial misstatement or loss. Key elements include ensuring that:

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

o experienced and suitably qualified staff take responsibility for important business
functions. Staff are appraised annually to maintain standards of performance.

o forecasts and budgets are prepared which allow the committee and management to
monitor key business risks and financial objectives. Regular management accounts
are prepared promptly, providing relevant, reliable and up to date financial information
and significant variances are investigated promptiy.

» all significant new initiatives, major commitments and investment projects are subject
to formal authorisation procedures through the relevant sub-committees.

« all policies and procedures are monitored for effectiveness. The Association has
established an Internal Management Plan, which identifies any new controls required
and controls which require review. This plan is reviewed annually.

o the Association has established an Audit Committee which receives reports from the
external auditor and reports on internal control, including compliance testing carried out
by the management team. Any weaknesses identified by the reports are then
addressed.

The committee has reviewed the effectiveness of the system of internal financial control in
existence in the Association for the year ended 31 March 2010 and until 28" June 2010. No
weaknesses were found in the internal controls, which resulted in any malterial losses,
contingencies or uncertainties, which require disclosure in the financial statements or in the
auditors’ report on the financial statements.

00,

Secretary



INDEPENDENT AUDITOR’S’ REPORT TO THE MEMBERS OF 5
CASTLEHILL HOUSING ASSOCIATION LIMITED

We have audited the financial statements of Castlehill Housing Association Limited for the year
ended 31 March 2010 which comprise the Income and Expenditure account, the Balance Sheet, the
Cash Flow Statement, the Statement of Total Recognised Gains and Losses and the related notes.
The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice).

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

Respective responsibilities of the committee of management and auditors

As explained more fully in the Statement of Committee’s Responsibilities set out on page 3, the
committee of management are responsible for the preparation of the financial statements and for
being satisfied that they give a true and fair view. Our responsibility is to audit the financial
statements in accordance with applicable law and International Standards on Auditing (UK and
Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical
Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of: whether the
accounting policies are appropriate to the association’s circumstances and have been consistently
applied and adequately disclosed; the reasonableness of significant accounting estimates made by
the committee of management; and the overall presentation of the financial statements.

Opinion on financial statements

In our opinion the financial statements:

. give a true and fair view of the state of the association’s affairs as at 31 March 2010 and of its
surplus for the year then ended;

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

. have been prepared in accordance with the requirements of the Industrial and Provident
Societies Acts 1965 to 1978, the Housing Associations Act 1985 and the Registered Housing
Association (Accounting Requirements) (Scotland) Order 2007.

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

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where we are required to report to
you if, in our opinion:

. adequate accounting records have not been kept, or returns adequate for our audit have not
been received from branches not visited by us; or

. the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanaticns we require for our audit.

Andesm  Anderinn & [Ban LU
John A Black (Senior Statutory Auditor)

For and on behalf of Anderson Anderson & Brown LLP
Statutory Auditor

Aberdeen

28 TVNE 2000



CASTLEHILL HOUSING ASSOCIATION LIMITED

INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31 MARCH 2010

Noles 2010 2009
£ £
Turnover 2 14,948,983 6,979,759
Less : Operaling Costs 2 {13,607,660) {6,056,319)
Operating Surplus 1,341,323 $23,440
Surplus on Sales of Fixed Assets 58,736 408,811
Surplus on Operating Activities before Interest 1,400,058 1,332,251
Interest Receivable 9 9,870 80,529
Interest Payable 10 {397,637) {771,328)
Surplus for Peried 1,012,292 641,452
All of the Association's aclivities relate to conlinuing operations.
The Assoclation has no recognised gains or losses other than those included in the sumplus above.
There is no difference between the surplus for the year stated above and ils historical cost equivalent.
STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
2010 2009
£ £
Surplus for the year as reported above 1,012,292 641,452
Prlor year adjustment - 37,543
Total recognised galns and losses recognised since the last annual report 1,012,292 678,995




CASTLEHILL HOUSING ASSOCIATION LIMITED

BALANCE SHEET AT 31 MARCH 2010

Noles

Tanglble Fixed Assels
Housing Property at Cost net of Depreciatlon 12
less HAG 12

Other Public Granls 12
Other Fixed Assels net of Depreclation 13
Current Assels
Property lor sale net of grants
Slocks of maintenance malerials
Debtors 14
Cash on term deposit
Cash at bank and in hand
Credltors
Amounts falling due wilhin one year 15

Nat Current {Llabllitles) / Assets
Total Assets less Current Liabllitles

Credliors
Amounts falling due after more than one year 16

Net Assets

Capital and Reserves

Share Capital 17
Capttal Reseive i8
Designated Reserva 19
Revenue Resarve 20

2010

77,459
12,706
1,120,651
983,046

1,128,609

3,322,471

(3,461,786)

2010

97,285,115
(71,937,617)
(4,352,783)

20,984,705
1,266,968

22,261,693

{139,316)

22,122,378

(16,660,943)

6,471,435

62

109
3,543,550
2,927,714

6,471,436

The financlal stalemsnts on pages 6 1o 24 were approved by the Committee of Management

on 26th June 2010 and were slgned on its behalf by :

M\“’M"ﬂw H“'@:—e Commitiee member

» Committee member

Chief Execulive/Secretary

2009

90,798,704
(68,579,125}
(3,599,667}

18,619,912
__ 1164847

19,784,759
2,052,478
11,257
1,208,578
656,394
855,991
4,782,698
(4869327}
113,371

19,898,130

(14,438,994)

5450136

56

108
2,957,173
2,601,799

5,459,136



CASTLEHILL HOUSING ASSOCIATION LIMITED

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2010

Net cash Inflow from operating activitles

Returns on Investment and Servicing of Finance
Interest Received
Interest Paid

Net cash outflow from returns on investment
and servicing of finance

Capital Expenditure & Financial Investment
Payments to acquire and develop housing properties
Payments to acquire other lixed assels

Grants repaid

Recelpls for sales of housing properlies

Receipts for sales of olher (ixed assets

Grants received

Net cash outflow from capital expenditure
and financlal Investment

Management of Liquld Resources
Purchase of term deposils
Cash withdrawn from term deposits

Net cash Inflow from management
of liquld resources

Financing

Montgages and other loans received
Mortgages and olher loans repaid
Share capltal issued

Net cash inflow from financing

Increase / (Decrease) In cash

Notes

21

22

2010

18,202

(407,604)

(6,184,717)
(165,072)

145,983
10,250

4,789,770

(766,387)
439,738

3,154,368
(3,686,722)
7

2010
£

2,924,784

{389,402)

(1,403,786)

(326,651)

(532,327)

2009
£

526,746

69,026

(854,840)

(785,814)

(7,666,361)
(28,972)
(69,132)
719,425
5,250

3,508,991

(3,522,799}

(44,585)
854,240

809,655

4,089,580
(1,267,698)
2

2,821,884

272,618

(150,328)

Castlehill Housing Association Ltd includes as liquid resources term deposils with UK Banks and Building Socleties

for periods of less lhan one year.
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Notes to the financial statements
for the year ended 31 March 2010

1 Principal accounting policies

The principal accounting policies of the Association, which have been applied consistently, are
set out below. The financial statements are prepared under the historical cost convention in
accordance with applicable accounting standards and are based on the revised Statement of
Recommended Practice for Registered Social Landlords (2008). They comply with the
Registered Housing Association (Accounting Requirements) (Scotland) Order 2007. The
fayout and format of the financial statements does not conform to the Statement of
Recommended Practice for Charities as the existence of the more specialised SORP for
Social Landlords makes it more appropriate for the Association to conform with the latter.

Turnover

Turnover represents rental and service charge income, income from property sales, fees,
other services included at the invoiced value (excluding VAT) of goods and services supplied
in the year and revenue based grants receivable from local authorilies and the Scottish
Government. All income is recognised on a receivable basis and sales of property are
recognised at completion.

Tangible fixed assets - housing properties (note 12)

Housing properties are stated at historical cost. This includes:-

i) Cost of acquiring land and buildings

ii) Development expenditure

iii) Interest charges during the development period on the loans raised to finance the
scheme ‘

iv) Overhead costs directly connected to the administration of acquisition and
development

Expenditure on schemes which are subsequently aborted is written off in the year in which it is
recognised that the schemes will not be developed to completion. The cost of repairs and
alterations to housing properties is only capitalised in circumstances where these
improvements enhance the economic benefits arising from the property. All other works are
charged to the income and expenditure account.

Donations of Land

Land donated is included within fixed assets at the market value at the time of donation. The
difference between the market value and the transfer price is included as a government grant.

Housing Association Grant

Housing Association Grant (HAG) is payable by the Scottish Government to subsidise the
capital cost of housing developments. The amount of grant is calculated in accordance with
Communities Scotland Guidance Notes. HAG is paid either directly to the Association or via
the related party, Devanha, referred to on page 12 and in note 26. HAG is reflected in the
accounts when due to be received. HAG received in advance of expenditure being incurred is
held as HAG repayable within creditors. HAG is repayable under certain circumstances,
primarily following the sale of property, but will normally be restricted to net proceeds of sale.
Capital costs of developments not funded by HAG are met by raising loan finance from private
lenders or by internal subsidy. Loans are on a conventional finance basis and all finance
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Housing Assoaciation Grant (Continued)

costs are amortised over the life of the loan.

HAG may also be received in respect of revenue expendifure, particularly adaptations for
disabilities. This is credited to the Income & Expenditure account in the same period that the
expenditure is incurred.

Other Grants

These include grants from local authorities and other organisations. The capital costs of
housing properties are stated net of grants receivable on these properties. Grants in respect
of revenue expenditure are credited to the Income and Expenditure account in the same
period as the expenditure to which they relate.

New Supply of Shared Equity

NSSE transactions are grants received from the Scoftish Government and passed on to an
eligible beneficiary. The Scottish Government has a benefit of a fixed charge on the property
entitling it to a share of the proceeds on the sale of the property by the beneficiary.

Work in progress on NSSE properties is classified separately within the accounts as a current
asset net of grants.

The Association is considered to be a vehicle for delivering NSSE units and should not make a
surplus or incur a deficit. Any deficits are held within other debtors due within one year (Note
14) and any surpluses are held within other creditors payable within one year (Note 15).

Depreciation

Depreciation has been charged on housing properties, calculated in accordance with FRS 15
and the SORP. The charge is only material for recently constructed properties because, for
most schemes, the carrying value of the buildings, at historic property cost net of grants and
land cost, is less than the expected residual value of the buildings at the end of their useful
economic lives. The historic cost of land has been estimated using tables supplied by the
Scotlish Federation of Housing Associations. Property lives are estimated at 60 years, with
useful economic lives of 40 years. At the end of the useful economic life, it is intended that the
properties will either be sold on the open market or completely refurbished, depending on
whether or not there is still sufficient tenant demand for the type of property at that time.
Depreciation is charged on all other assets. The rate of depreciation used is calculated to
write down the cost of other fixed assets over their expected useful lives. The expected asset
lives used are:

Commercial property 50 years
Computer equipment 3 years
IT System 10 years
Vehicles 4 years
Heritable office buildings 30 years
Office alterations 5 years
Office soft furnishings 10 years
Office furniture & equipment 5 years

Photocopiers 4 years
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Sales of housing properties

Income from sales of properly developed with the intention of being sold is included in
turnover.

Income from other property sales is not included in turnover, as all such sales are classed as
disposals of fixed assets. These sales include open market sales and second or subsequent
tranche sales of shared ownership properties. Tranches of shared ownership properties
bought back by the Assaciation are taken back to fixed assets until resold.

Stock

Stocks are stated at the lower of cost and net realisable value. Cost includes all direct
expenditure involved in bringing stocks to their present location and condition. Net realisable
value is based on estimated selling price less any further costs expected fo be incurred to
completion and disposal.

Designated reserves
Planned Maintenance Reserve

This reserve is based on the Association's obligation to maintain its housing properties in a
satisfactory state of repair at all times. The costs of repairs of a routine nature are met from
revenue in the year in which they are incurred. Repairs and refurbishments of a cyclical or
long term nature are carried out in accordance with a planned programme of works based on
30 year life cycle costing predictions. All planned maintenance costs incurred during the year
were met from this Planned Maintenance Reserve. Transfers to this reserve are calculated in
accordance with the expectations of the life cycle costing of funding required.

Service Equipment Replacement Reserve

This reserve exists to replace equipment and furnishings not funded through rental income.
Examples include lift replacements and furnishings within common areas of sheltered
housing schemes. Transfers to this reserve are the contributions paid by tenants during the
year and all service item replacement costs incurred during the year were met from this
Service ltem Replacement reserve.

Pensions

The Association confributes fo a defined benefit pension scheme, The Social Housing Pension
Scheme, which is independently managed by The Pensions Trust. The scheme is subject to
formal actuarial valuation on a triennial basis using the projected unit method. This is a group
scheme covering many employers in the social housing sector and the assets and liabilities of
any one employer cannot be identified separately. The provisions of FRS 17 allow employers
participating in such group schemes to treat their pension disclosures as if the scheme were
defined contribution schemes. This is the treatment that has been adopted by Castiehill in
these statements, with contributions to the scheme charged to the income and expenditure
account, but no asset or liability appearing on the balance sheet (note 28).

Related Party Transactions

Castlehill is involved in the management of two companies that are classed as related parties.
Neither is a subsidiary of Castlehill.

Grampian Community Care Charitable Trust was incorporated on 27 September 1996 as a
chariiable housing provider. The Trust is managed by representatives from Moray, Aberdeen
City and Aberdeenshire Councils, Grampian Health Board, Communities Scotland and
Castlehill, Langstane and Grampian Housing Associations. Castlehill has two representatives



Castlehill Housing Association Limited | 12

Related Party Transactions (continued)

on the board of directors of the Trust and is actively involved in its operation.

In May 2006 Castlehill, in conjunction with four other Registered Social Landlords in the
Grampian area established Devanha Ltd (a company limited by guarantee; Company number
SC302743). The primary rationale for forming Devanha was to support a large scale
coordinated procurement approach for affordable housing in the Grampian area. Houses
procured through Devanha will be in the ownership of Castlehill Housing Association.

Details of transactions during the year to 31 March 2010 between Castlehill and these
companies are given in note 26.

Leases

Rentals under operating leases are charged on a straight-line basis over the lease term, even
if the payments are not made on such a basis. Benefils received and receivable as an
incentive to sign an operating lease are similarly spread on a straight-line basis over the lease
term, except where the period to the review date on which the rent is first expected to be
adjusted to the prevailing market rate is shorter than the full lease term, in which case the
shorter period is used.

Taxation

The Association has charitable status and is therefore not subject to Corporation Tax on its
surpluses arising from charitable activities.

The Association is registered for VAT but because of the nature of its operations is only able
to recover part of the VAT incurred. The balance of VAT payable or recoverable at the year
end is included as a current liability or asset.
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CASTLEHILL HOUSING ASSOCIATION LIMITED

6. DIRECTORS' EMOLUMENTS

16

The remuneration paid to directors {delined as the Commitiee of Managemenl and the Chief Execulive/Secrelary)

of Caslishill HousIng Assoclation Limited was :

Total emoluments (including pension contributions

and benetits in kind})

Emoluments (excluding pension contributions) of the
highast pald director amounted to

2010 2009
£ £
88,380 80,646
66,608 70,705

No emoiuments were paid lo the Convener or to any committee member other Ihan the Chiel Execulive/Secretary.
Only one director received emoluments in excess of £60,000, lhis being the Chlef Execulive/Secretary whose
emolumentis excluding pension contributions fell in the band greater than £60,000 but less than £70,000.

No compensation was payable to any direclor or former direclor in respect of loss of office.

There are no penslons payable In respect of any director or former director other than to the Chief Execulive/Secrelary
who has lhe normal enlillement arising from membership of the employee pension scheme. Penslon payments
by the Assoclation In respect of the Chlef Execulive/Secratary amounted to £9,386 in the year (2008 : £9,941).
No loans have been advanced to any director or person connected with a director.

Total expensses reimbursed to the Chlef Executive/Secretary
and members of the Committee of Management in so far as
not chargeable to United Kingdom income Tax

7. EMPLOYEE INFORMATION

The average weekly number of persons employed during the year,
stated as full lime equivalents, was :

Office Statf

Direct labour, scheme based staff & others

Staff Costs (including director's emoluments)

Wages and salaries
Social security cosls
Penslon costs (note 27)

8. AUDITORS' REMUNERATION

Operaling surplus is stated after charging :

Audilors' remuneralion

- In thelr capacity as auditors of the Association

- for other services

9. INTEREST RECEIVABLE AND SIMILAR INCOME

Interest receivable

2010 2009
£ £
1,655 1,322

2010 2009
63 52
45 48
98 100
2010 2009
¢ £
2,225,149 2,102,912
137,581 131,575
251,041 236,216
2,613,771 2,470,703
2010 2009
£ £
10,575 9,200
- 7,514
10,575 16,714
2010 2009
£ £
9,870 80,529




CASTLEHILL HOUSING ASSOCIATION LIMITED

10. INTEREST PAYABLE AND SIMILAR CHARGES

2010 2009
£ £

Interast payable wholly or parly In more than 5 years :
On loans Irom The Scotlish Govarnment 739 888
Inlarest payable 1o olher lenders 396,898 770,440

397,637 771,328
11. TAXATION
The Assoclalion has charilable slatus for lax purposes.
12, TANGIBLE FIXED ASSETS

Compleled Houses for Compleled
Houses held Lalting under Shared Ownership Total
for Lelling Conslruction Housing
Housing Propertles
£ £ £ E

Coat
Openlng balance 80,297,265 5,848,005 4,745,629 90,890,899
Schemes compleled 1,679,771 (1,679,771} - -
Additions 4,040,497 2,981,859 - 7,022,356
Disposals {(18,710) - {18,710)
Reclassified as currant assels {5602,0756) {602.075)
Closing balance 85,998,823 6,648,018 4,745,629 97,392,470
Depreclation
Opening balance 92,194 - - 92,194
Addilions 16,161 - - 15,161
Disposals - - - -
Closing balance 107,365 - - 107,355
Net book value
at 31 March 2010 85,891,468 6,648,018 4,745,629 97,285,115
Net book value
at 31 March 2009 80,205,076 5,848,004 4,745,628 00,798,707
Granta
Houslng Assoc Granl
Opening balance 59,170,030 5,812,185 3,596,910 68,579,125
Schemes compleled 1,643,950 (1,643,950) - -
Addilions 2,350,652 2,018,923 - 4,369,475
Disposals (18,710) {83,555) - {102,2685)
Amounis due lo S¢ollish Government {415,500) (415,500)
Reclassiiied as current assel grant (493,218) {493,218)
Closing balance 62,730,322 5,610,385 3,596,910 71,937,617
Other Grants
Opening balance 3,691,927 - 8,340 3,699,667
Schemas compleled - - .
Additions 753,126 - 753,126
Disposals - - - .
Closing balance 3,591,327 753!126 8,340 4|352!793
Tolaf Granls 66,321,643 6!363!51 1 3,605,250 76I290!41 0

The Assoclalion expecls Lo sell an undeveloped site back to Aberdeenshira Council during 2010-11. The cosls and granl assoclaled with

this site have therelore been reclassiliad as current assels.

On scheme complelion a grants and cosls reconcillation is carried out 1o ascerlain the correct amount of grant for a development. Following
racanl scheme reconciliations il was calculaled Lhat the Association is due to repay £415,500 lo the Scollish Govemmenl. This amounl has
therefore been deductad Irom grants received and Included within other creditors due wilhin 12 monlhs, {Note 15).

A surplus of £61,240 (2009 : £403,5661} was realised on sales of housing.
interest capitalised during lhe year amounted to £16,352 (2009 : £44,989)

All the above properlies are heritable proparties and are ownad by the Assoclation.



CASTLEHILL HOUSING ASSOCIATION LIMITED

13. TANGIBLE FIXED ASSETS

Other Flxed Assets

Cosl

Opening balance
Additions

Disposals

Closing balance
Depreclalion

Opening balance
Charge for year
Eliminaled on disposals
Closing balance

Net book value
at 31 March 2010

Net bock value
at 31 March 2009
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The commercial properly and tha oflice building are heritable properties.

14. DEBTORS

Amounts lalling due within one year:

Rental dablors

less provision for bad and doublful debls

Net rental deblors
Other debtors

Prepayments and acciued income

Amounls lalling due in 2-5 years :

Loans 1o employess

Commercial Oilice Vehicles
Proporty Buildings Furnilure & Total
Equipment
£ £ £ £

1,024,109 603,170 257,738 1,885,017
29,530 139,868 169,998
(35,659) (25,659)
1,024,109 632,700 361,947 2,018,766
56,419 435,366 228,384 720,169
17,082 24,165 13,266 54,503
- - (22,904) (22,904)
73,501 459,521 218,746 751,768
950,608 173,179 143,201 1,266,988
967,690 167,803 29,354 1,164,847
2010 2009

£ £
124,656 215,490
(34,768) (33.027)
89,898 181,663
765,708 440,347
260,210 580,678
1,115,816 1,202,088
4,835 3,690
1,120,651 1,206,578

Included wilhin other debtors Is £442,100 representing the grant shortfall on the completion and sale of the New Supply of Shared Equily

properies al Minllaw.

Loans are avallable lo employees for the purchase of cars lor business use.
Loans al 31/3/10 are lo 3 employees, all for a period of up to 5 years al Inleres! rates of 3.75 % and 4.45%.

15. CREDITORS DUE WITHIN ONE YEAR

Loans (see note 16)
Tax and soclal security

Accruals and delerred income

Rent In advance
Trade creditors
Olher credilors

Restlated
2010 2009

£ £
707,673 2,451,855
44,836 47,725
792,621 738,976
77,768 95,022
1,167,889 1,211,338
681,101 124,411
3,461,786 4,669,327




CASTLEHILL HOUSING ASSOCIATION LIMITED

16. CREDITORS DUE AFTER MORE THAN ONE YEAR

2010 2009
£ £
Housing Property Finance
Housing Loans 14,988,911 13,747,106
Commerclal Property Finance
Commercial Loan 652,032 691,088
Loans are sacured by specific charges on the Assoclalion's properties and are repayable at varying rates
of inlerest in instalmenls due as {cllows :
Within one year 707,673 2,451,855
From one lo two years 770,109 581,369
Belween lwo and live years 2,602,159 2,074,060
In live years or more 12,378,675 11,783,565
16,358,616 16,800,849

Thae Associalion has morigage loans totalling £5,046 with The Scotlish Govemnment at fixad rates In the range of 9.26% lo 16%.
The Assoclalion also has lixed and variable rate loans wilh banks and building socleties.  Fixed rate loans amounling lo £6,760,184 are at
fales of 4.24% (o 8.865%. Variable rale loans amounting lo £9,593,293 are al rales of 0.23% 1o 1% above base rale (cumrently 0.5%) or

3 month libor {currently 0.605%).
The linal repayment date for loans is March 2052.

Tolal credltors due after more than 1 year 16,650,943 14,438,994
17. CALLED UP SHARE CAPITAL
2010 2009
£ £
Allolted, lsaued and fully pald
Opening balance 56 61
Issued during year 7 2
Transfer lo capilal reserve (1) (7]
Closing balance . 62 66
18. CAPITAL RESERVE 2010 2009
£ £
Opening balance 108 104
Teansfer Irom share capilal 1 7
Closing balance 109 108
The capital reserve represenls the amount of shares in the Assoclation which have been surrendered.
19. DESIGNATED RESERAVES
2010 2009
Planned Malntenance Reserve £ £
Opaning balance 1,758,082 1,369,174
Additions in year 1,495,914 1,654,743
Expenditure in year (995,224} {1,265,834)
2,268,772 1,758,002
Service Equipment Replacement Reserve
Opening balance 1,199,091 1,157,210
Addilions in year 218,664 216,119
Expendilure in year (132,977) (174,239)
1,284,778 1,199,091
Tolal designated reserves 3,543,650 2,957,173
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CASTLEHILL HOUSING ASSQCIATION LIMITED

20. REVENUE RESERVES

Opening balance
Surplus for the year
Transfer lo designated reserves

Total revenue reserves

21. RECONCILIATION OF SURPLUS FOR THE YEAR TO
NET CASH FLOW FROM OPERATING ACTIVITIES

Operaling surplus

Deprecialion

(increasa) in Stock

Decrease in Curtent Asset work in progress
{Increase) in deblors

{Decrease) in credilors

Net Cash Inllow from Oparating Activities

22, RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT

Increass in cash
Decrease in deblt
Cash flow from management ol liquid resources

Movement in net debl in pariod
Net debt al 1 April 2009

Nat debt at 31 March 2010

ANALYSIS IN CHANGES IN NET DEBT

Cash at bank and in hand
Debl due within one year
Debt due afler one year
Currenl assel inveslmenls

Nel Debt

23. CONTRACTED EXPENDITURE COMMITMENTS

Expendilure that has baen contracted lor bul
not provided lor in the linancial statements

The Assoclalion expacts its contracled expendituce
to be linanced as lollows:

Granls from Scotlish Minislers
Other Granls

Sale of NSSE units

Sala 1o other Housing Associalion
Loan linance

Own Raserves

20190 2009
£ £
2,501,799 2,291,137
1,012,292 641,452
(586,377) {430,790)
2,927,714 2,501,799
2010 2009
£ £
1,341,323 923,440
69,663 66,391
(1,449) (4,533)
1,975,019 -
(232,380) {386,696)
(227,352) {71,856)
2,924,784 526,746
2010 2009
£ £
272,618 (150,328}
532,334 (2,821,882)
326,651 (809,655)
1,131,603 (3,781,865)
{16,378,464) {11,596,599)
{14,246,861) (15,378,464)
At 1 Apiil 2009 Cash Flows At 31 March 2010
£ £ £
855,991 272,618 1,126,609
(2,451,855) 1,744,282 (707,573)
{14,438,994) (1,211,948) (16,650,942)
656,394 326,651 983,045
!15!378!464! 1,131,603 {14,246,861)
2010 2009
£ £
1,515,012 5,700,896
2010 2009
£ £
27,202 1,727,653
401,313 1,151,313
193,800 1,449,572
- 484,308
577,081 BE66,249
316,616 21,801
1,615,012 5,700,896
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CASTLEHILL HOUSING ASSOCIATION LIMITED

24, REVENUE COMMITMENTS

The Association is commilled {o make the follewing payments within
one year under non-cancellable operaling leases :

20

2010 2010 2009 2009
£ £ £ £
Explring : Land Other Land Other
& Bulldings & Buildings
Wilhin 1 year . - . -
Belween 1 and 5 years - 13,499 - 13,212
After more than 5 years - - - -
- 13,499 - 13,212
25, LEGISLATIVE PROVISIONS
The Association Is Incorporaled undar the Industrial and Provident Socislies Acl 1965, Register No 1670R(S).
Casllohill operalas according 1o Charitable Model (Scotland} Rules, which enliraly replaced Model H10 1968
{Charilable Rules) with elfec! from 27 February 1992,
Casliohili was accepled as a Charily for tax purposes wilh ellect from 18 September 1970,
The Association Is registered with The Scollish Government under Lhe Housing Assoctalion Act 1985, Reglster No L0968,
26. RELATED PARTY TRANSACTIONS
2010 2009
£ £
Transactions wilh related parties Included in the
Association's accounts for the year to 31/03/10
Devanha Limiled
Income 1,727,653 5,754,185
Expenditure {19,608) {37,172)
Grampian Communily Care Charilable Trust :
Income 45,266 52,745
Expenditure (49,604} {56,358}

Income from Grampian Community Gare Charilable Trust of £11,422 (2009 : £16,600) was ouistanding at 31/310
Income from Devanha of £116,171 (2009: £424,202) was ouslanding al 31/03/10. This cepresenled Housing Associalion

Granl for schemas under construclion.

27. POST BALANCE SHEET EVENT

In the period aller 31st March 2010 and prior 1o 28lh June 2010 the Associalion has secured loan funding of £4.1m at a fixed rale of 5.565%,
which will ba used lo address the nel current liablilly position at 3151 March 2010 and also to linancae the ongeing development programme

for 2010-11.



28. PENSIONS 21

Castlehill Housing Association parlicipates in the Social Housing Pension Scheme (SHPS).
The Scheme is funded and is contracted out of the state scheme.

SHPS is a multi-employer defined benefit scheme. Employer participation in the Scheme is
subject to adherence with the employer responsibilities and obligations as set out in the
“SHPS House Policies and Rules Employer Guide”.

The Scheme operated a single benefit structure, final salary with 1/60™ accrual rate until 31
March 2007. From April 2007 there are three benefit structures available, namely:

Final Salary with a 1/60" accrual rate
Final Salary with a 1/70" accrual rate
Career average revalued earnings with a 1/60™ accrual rate.

®» & o

From April 2010 there are a further two benefit structures available, namely:

+ Final salary with-a 1/80™ accrual rate.
» Career average revalued earnings (CARE) with a 1/80™ accrual rate.

A defined contribution benefit structure will be made available from 1 October 2010.

An employer can elect to operate different benefit structures for their active members and
their new entrants. An employer can only operate one open benefit structure at any one time.
An open benefit structure is one which new entrants are able to join.

Casllehill Housing Associalion has elected to operate the final salary with 1/60™ accrual rate
benefit structure both for active members as at 1% April 2007 and for new entrants from 1%
April 2007,

The Trustee commissions an actuarial valuation of the Scheme every 3 years. The main
purpose of the valuation is to determine the financial position of the Scheme in order to
determine the level of future contributions required, in respect of each benefit structure, so
that the Scheme can meet its pension obligations as they fall due. From April 2007 the split
of the total coniribution rate between member and employer is set at individual employer
level, subject to the employer paying no less than 50% of the total contribution rate. From 1
April 2010 the requirement for employers to pay at least 50% of the total contribution no
longer applies.

The actuarial valuation assesses whether the Scheme's assets at the valuation date are likely
to be sufficient to pay the pension benefits accrued by members as at the valuation date.
Asset values are calculated by reference to market levels. Accrued pension benefits are
valued by discounting expected future benefit payments using a discount rate calculated by
reference to the expected fuiure investment returns.

During the accounting period Casllehill Housing Association paid contributions at the rate of
14.8%. Member coniributions varied between 5.7% and 7.7%.

As at the balance sheet date there were 85 active members of the Scheme employed by the
Association. The annual pensionable payroll in respect of these members was £1,646,407.
Castlehill Housing Association continues to offer membership of the Scheme (o ils
employees.

It is not possible in the normal course of events to identify on a consistent and reasonable
basis the share of underlying assets and liabilities belonging to individual participating
employers. This is because the scheme is a multi employer scheme where the assets are co-
mingled for investment purposes, and benefils are paid from total scheme assets.
Accordingly, due to ihe nature of the Scheme, the accounting charge for the period under
FRS17 represents the employer contribution payable.



28. PENSIONS continued 22

The last formal valuation of the Scheme was performed at 30" September 2008 by a
professionally qualified actuary using the Projected Unit Method. The market value of the
Scheme's assets at the valuation date was £1,527 million. The valuation revealed a shortfall
of assels compared with the value of liabilities of £663 million, equivalent to a past service
funding level of 69.7%.

The financial assumptions underlying the valuation as at 30 September 2008 were as follows:

% pa

Valuation Discount Rates

+ Preretirement 7.8

+ Non Pensioner Post retirement 6.2

s Pensioner Post relirement 5.6
Pensionable earnings growth 4.7
Price Inflation 3.2
Pension Increases

. Pre 88 GMP 0.0

+ Post 88 GMP 2.8

s Excess over GMP 3.0

Expenses for death in service insurance, administration and PPF levy are included in the
contribution rate.

The valuation was carried out using the following demographic assumpfions.

Mortality pre retirement — PA92 Year of Birth, Iong cohort projection, minimum improvement
1% pa.

Mortalily post retirement — 90% S1PA Year of Birth, long cohort projection, minimum
improvement 1% pa.

The long-term joint contribution rates that will apply from April 2010 required from employers
and members required to meet the costs of future benefit accrual were assessed at:

Long-term joint contribution rate
Benefit Structure {% of pensionable salartes)
Final salary with 1/60™ accrual
rate 17.8

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

Following consideration of the results of the actuarial valuation it was agreed that the shortfall
of £663 million would be dealt with by the payment of deficit contributions of 7.5% of
pensionable salaries, increasing each year in line with salary growth assumptions, from 1%
April 2010 to 30 September 2020, dropping to 3.1% from 1 QOctober 2020 to 30 September
2023. Pensionable earnings at 30 September 2008 are used as the reference point for
calculating these deficit contributions. These deficit contributions are in addition to the long-
term joint contribution rates set out in the table above.

A copy of the recovery plan, setling out the level of deficit contributions payable and the
period for which they will be payable, must be sent to the Pensions Regulator. The Regulator
has the power under Part 3 of the Pensions Act 2004 lo Issue scheme funding directions
where it belisves that the actluarial valuation assumptions and / or recovery plan are
inappropriate. The Regulator is currently in the process of reviewing the recovery plan for
SHPS in respect of the September 2008 acluarial valuation. A response from the regulator is
expecled in due course.rse.



28. PENSIONS continued 23

The Scheme Actuary has prepared and Actuarial Report that provides an approximate update
on the funding position of the Scheme as at 30 September 2009. Such a report is required by
legislation for years in which a full actuarial valuation is not carried out. The funding update
revealed an increase in the assels of the Scheme fo £1,723 million and indicated an increase
in the shortfall of assels compared te liabilities to approximately £738 million, equivalent to a
past service funding level of 70.0%.

As a result of pension scheme legislation there is a potential debt on the employer that could
be levied by the Trustee of the Scheme. The debt is due in the event of the employer ceasing
to participate in the Scheme or the Scheme winding up.

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

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

Castlehill Housing Association has been notified by the Pensions Trust of the estimated
employer debl on withdrawal from SHPS based on the financial position of the Scheme as at
30 September 2009. As of this dale the estimated employer debt for the Association was
£8,851,000.

The Assaciation also participates in the Pension’s Trust Growth Plan. The Plan is funded and
is not contracted out of the state scheme. The Plan is a multi-employer pension plan.
Contributions paid into the Growth Plan up to and including September 2001 were converted
to defined amounis of pension payable from normal retirement date. From Oclober 2001
contributions were invested in personal funds which have a capital guarantee and which are
converted to pension on retirement, either within the Plan, or by purchase of an annuity.

The Association offers the Growth Plan as an AVC investment option for members of SHPS.
The members pay contributions af a rate of their choice. The Association does not pay any
contributions to the Growth Plan. As at the balance sheet date there were 3 aclive members
of the Plan. Castiehill Housing Association continues to offer membership of the Plan to its
employees.

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

The valuation resuils at 30 September 2008 have now been compleled and have been
formalised. The valuation of the Scheme was performed by a professionally qualified actuary
using the Projected Unit Method. The market value of the Scheme’s assets at the valuation
date was £742 million and the Plan's Technical Provisions (i.e. past service liabilities) were
£771 million. The valuation therefore revealed a shortfall of assets compared with the value
of liabilities of £29 million, equivalent to a funding level of 96%.
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The financial assumptions underlying the valuation as al 30 September 2008 were as follows:

% per annum

Investment return pre retirement 76
investment return post retirement
Actives/ Deferreds 5.1
Pensioners 5.6
Bonuses on accrued benefits 0.0
Rate of price inflation 32

The Scheme Actuary has prepared a funding position update as at 30 September 2009. The
market value of the Plan’s assets at that date was £765 million and the Plan’s Technical
Provisions (i.e. past service liabilities) were £820 million. The valualion therefore revealed a
shortfall of assets compared with the value of liabilities of £55 million, equivalent to a funding
level of 93%.

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

In view of the small funding deficit and the level of prudence implicit in the assumplions used
to calculate the Plan liabililies the Trustee has prepared a recovery plan on the basis that no
additional contributions from participating employers are required at this time. In reaching this
decision the Trustee has taken actuarial advice and has been advised that the shortfall of £29
million (as at 30 September 2008) will be cleared within 10 years if the investment returns
from assels are in line with the “best estimate” assumptions. A copy of the recovery plan in
respect of the September 2008 valuation was forwarded to The Pensions Regulator on 18
December 2009.

The next full actuarial valuation will be carried out as at 30 September 2011,

Following a change in legislation in September 2005 there is a potential debt on the employer
that could be levied by the Trustee of the Plan. The Trustee's current policy is that it only
applies to employers with pre October 2001 liabilities in the Plan. The debt is due in the event
of the employer ceasing to participate in the Plan or the Plan winding up.

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

The leaving employer’s share of the buy-out debt is the proportion of the Plan's pre October
2001 liability atlributable to emptoyment with the leaving employer compared to the total
amount of the Plan’s pre October 2001 liabilities (relating to employment with all the currently
participatling employers). The amount of the debt therefore depends on many factors
including total plan liabilities, Plan investment performance, the liabilities in respect of current
and former employees of the employer, financial conditions at the time of the cessation event
and the insurance buy-out market. The amounts of debt can therefore be volatile over time.

Casflehill Housing Association has been notified by the Pensions Trust of the estimaled
employer debt on withdrawal from the Plan based on the financial position of the Plan as at
30 Seplember 2009. As of this date the estimated employer debt for the Association was
£96,846.



25
REPORT OF THE AUDITORS TO CASTLEHILL HOUSING ASSOCIATION LIMITED ON INTERNAL
FINANCIAL CONTROL

Internal financial controls

In addition to our audit of the financial statements, we have reviewed the Committee of
Management's statement on page 4 on the Association’s compliance with the Scottish Federation of
Housing Associations good practice guidance “Raising Standards in Housing” in respect of internal
financial control (“the Guidance”). The objective of our review is to enable us to conclude on
whether the Committee of Management has provided the disclosures required by the Guidance and
whether the statement is not inconsistent with the information of which we are aware from our
audit work on the financial statements.

Basis of opinion

We carried out our review in accordance with guidance issued by the Auditing Practices Board.
That guidance does not require us to perform any additional work necessary to, and we do not,
express any opinion on the effectiveness of the Association’s system of internal financial control.

Opinion

With respect to the Committee’s statement on internal financial control on page 4, in our opinion
the Committee of Management has provided the disclosures required by the Guidance and the
statement is not inconsistent with the information of which we are aware from our work on the

financial statements.

Ardwrton Ardegion & Drwn (P

Anderson Anderson & Brown LLP
Chartered Accountants
Registered Auditors

Aberdeen

Lg j‘-’ué 2019



