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Castlehill Housing Association Limited

Report of the management committee
for the year ended 31 March 2014

The committee of management presents its report and the audited financial statements for the
year ended 31 March 2014.

Principal activities

The principal activity 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 £578,597 for the year, which will be transferred to reserves.

During 2013/14, Castlehill built eighteen new properties in a general needs development at
Ladeside Road, Port Elphinstone near Inverurie. Castlehill sold seven rented properties on the
open market during the year to 31% March 2014. All the rented properties sold were single
tenement flats.

The Association is currently developing a scheme at Cattofield, Aberdeen where there will be
12 units available for rent. A further 4 units will be leased to Castlehill Solutions Ltd for let as
mid market rent properties.

Castlehill recognises the difficulty of developing new housing in the current financial climate
but wishes to continue to pursue development opportunities that can be delivered without
putting at risk the sound financial position of the organisation.

During 2014/15 it is anticipated that the Association will implement mobile working for some
members of staff. This will link into the existing QL system and will increase the efficiency of
front line staff by reducing the amount of time they need to spend in the office.

Charitable donations totaling £653 were made in the year, £487 to Homeless International,
£130 to the Big Issue and a £36 donation to Aberdeen Forward.
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Changes in fixed assets

Details of fixed assets are set out in notes 13 and 14.

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 committee 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 Committee 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 to 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.
e State whether applicable accounting standards have been followed subject to any
material departures disclosed and explained in the financial statements.
e Prepare the financial 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:

e 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.

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

e 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 promptly.

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

e 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.

e 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 2014 and until 18 August 2014, No
weaknesses were found in the internal controls, which resulted in any material losses,
contingencies or uncertainties, which require disclosure in the financial statements or in the
auditors’ report on the financial statements.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
CASTLEHILL HOUSING ASSOCIATION LIMITED

We have audited the financial statements of Castlehill Housing Association Limited for the vear ended 31 March 2014
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 cther
than the Asscciation 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 4, 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.

In addition, we read all the financial and non financial information in the report of the Committee of Management to
identify any information that is apparently incorrect based on, or materially inconsistent with the knowledge acquired
during the course of performing the audit. If we become aware of any apparent material misstatements or
inconsistencies we consider the implications for our report.

Opinion on financial statements

In our opinion the financial statements:

. give a true and fair view of the state of the Association’s affairs as at 31 March 2014 and of its surplus for the year
then ended;

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

. have been prepared in accordance with the requirements of Co-cperative and Community Benefits Societies Act
2014, The Co-operative and Community Benefits and Credit Union Act 2010 (commencement no 2) Order 2014, the
Housing (Scotland) Act 2010 and the Determination of Accounting Requirements - April 2012,

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:

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

o the financial statements are not in agreement with the accounting records and returns; or

s certain disclosures of directors’ remuneration specified by law are not made; or

¢ we have not received all the information and explanations we require for our audit.

h’if\ A é) sk

Jehn A Black (Senior Statutory Auditor)

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

Aberdeaen
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CASTLEHILL HOUSING ASSOCIATION LIMITED

INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31 MARCH 2014

Turnover
Less : Operating Costs

Operating Surplus
Surplus on Sales of Fixed Assets
Surplus on Operating Activities before Interest

Interest Receivable
Interest Payable

Surplus for Period

All of the Association's activities relate to continuing operations.

There is no difference between the surplus for the year stated above and its historical cost equivalent.

Notes

10
1

2014 2013

£ £

8,703,646 8,675,524

(7,722,204) (7,608,444)
981,442 1,067,080
271,634 132,111

1,253,076 1,199,192

41,208 47,897

(715,686) (722,900)
578,597 524,188




CASTLEHILL HOUSING ASSOCIATION LIMITED

BALANCE SHEET AT 31 MARCH 2014

Tangible Fixed Assets
Housing Property at Cost net of Depraciation
less HAG

Other Public Grants

Investment in subsidiary
Other Fixed Assets net of Depreciation

Current Assets

Property for sale net of grants
Stocks of maintenance materials
Debtors

Cash on term deposit

Cash at bank and in hand

Creditors

Amounts falling due within one year
Net Current Assets

Total Assets less Current Liabilities

Creditors
Amounts falling due after more than one year

Met Assets

Capital and Reserves
Share Capital

Capital Reserve
Designated Reserve
Revenue Reserve

The financial statements on pages 5 to 28 were approved by the Committee of Management

MNotes

13
13
13

14
14

15

18
19
20
21

2014

5,574
1,280,560
1,385,487
3,143,387

5,815,008

(4,083,257)

on 18th August 2014 and were signed on its behalf by :

2014 2013
£ £

91,776,900 91,720,856
(61,955,701) (62,734,506)
(4,963,359) (4,963,359)
24,857,849 24,022,991
1,822,050 1,822,050
1,229,594 1,242 391
27,909,493 27,087,432
13,330

722,729

2,351,001

1,861,884

4,968,944
(4,612,144)

1,731,751 356,800
29,641,244 27,444,232
(20,666,848) (19,048,435)
8,974,396 8,395,797
61 59

115 115
2,183,163 3,556,355
6,791,057 4,839,268
8,974,396 8,395,797

\\_&’){“—'ﬂ - "J k{m \".
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Committee member

Chief Executive/Secretary



CASTLEHILL HOUSING ASSOCIATION LIMITED

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2013

Notes 2014 2014 2013
£ £ £

Net cash inflow from operating activities 22 1,840,901 2,476,318
Returns on Investment and Servicing of Finance
Interest Received 41,208 45,721
Interest Paid (715,686) (718,001)
Net cash outflow from returns on investment
and servicing of finance (674,479) (672,280)
Capital Expenditure & Financial Investment
Payments to acquire and develop housing properties (1,891,071) (2,2486,369)
Payments to acquire other fixed assets (77,523) (5,815)
Grants repaid (569,857) (69,793)
Receipts for sales of housing properties 290,260
Receipts for sales of other fixed assets 409,952 50,000
Grants received 102,824 662,127
Net cash outflow from capital expenditure
and financial investment (2,025,675) (1,319,590)
Management of Liquid Resources
Purchase of term deposits - (1,069,195)
Cash withdrawn from term deposits 965,514 -
Net cash inflow / (outflow) from management
of liquid resources 965,514 (1,069,195)
Financing
Mortgages and other loans received 2,174,298 865,000
Mortgages and other loans repaid (1,019,058) (1,184,710)
Share capital issued 2 1
Net cash inflow / (outflow) from financing 1,155,243 (319,709)
Increase / (decrease) in cash 23 1,261,503 {903,856}

Castlehill Housing Association Ltd includes as liquid resources term deposits with UK Banks and Building Societies
for periods of less than one year.
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Notes to the financial statements
for the year ended 31 March 2014

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 (2010). They comply with the
Scottish Housing Regulator’s Determination of Accounting Requirements (2012). The layout
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 of goods and services supplied in the year and
revenue based grants receivable from local authorities 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 13)
Housing properties are stated at historical cost. This includes:-

i) Cost of acquiring land and buildings

i) Development expenditure

i) 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

V) Cost of replacing major components, with the old component being written off at the
time of replacement.

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.

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
The Scottish Housing Regulator Guidance Notes. HAG is paid either directly to the
Association or via the related party, Devanha, referred to on page 12 and in note 27. HAG is
reflected in the accounts when due to be received. HAG is allocated in the first instance to the
land and structure components of the housing development. If, after allocating the HAG to
these elements there is any residual HAG, then it is allocated to the other components on a
pro rata basis. HAG allocated to components is amortised over the useful life of that
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Housing Association Grant (continued)

component and is written off when the component is replaced. 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 costs are amortised over the life of the loan.

HAG may also be received in respect of revenue expenditure, 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 Scottish 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
15) and any surpluses are held within other creditors payable within one year (Note 16).

Depreciation

Depreciation has been charged on housing properties, calculated in accordance with the
component accounting requirements of SORP 2010. Housing properties are broken down into
their main components and each component has its own expected useful life. Depreciation is
then charged on each component in accordance with that useful life.

The components and their expected useful lives are as follows:

e Land No depreciation
e Structure 60 years
e Kitchen General Needs 17 years
e Kitchen Sheltered 20 years
e Bathroom 20 years
e Heating System 20 years
e Boiler 15 years
¢ Windows and Doors (timber) 50 years
e Windows and Docrs (UPVC) 25 years

Any grant relating to a component is amortised over the same time period as the component.

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:
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Depreciation (continued)

Commerecial 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

Sales of housing properties

Income from sales of property 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 Association 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 to 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. Costs incurred to replace major components of housing
developments are capitalised in the year they are incurred. Depreciation of housing
components and all non capitalised planned maintenance costs incurred during the year are
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 contributes to 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
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Pensions (continued)

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 Castlehill 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 29).

Related Party Transactions

Castlehill is involved in the management of three companies that are classed as related
parties.

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 are in the ownership of Castlehill Housing Association.

Grampian Community Care Charitable Trust Ltd was incorporated on 27 September 1996 as a
charitable housing provider. The Trust became a wholly controlled subsidiary of Castlehill on 1
October 2011.

Castlehill Solutions Ltd was incorporated on 20 September 2011 as a mid market housing
provider. In addition, the company operates a small repair service which associated with the
Care & Repair service operated by Castlehill Housing Association Ltd. Both of these activities
are the subject of a Service Level Agreement between Castlehill Solutions Ltd and Castlehill
Housing Association Ltd. signed on 4 November 2013,

Details of transactions during the year to 31 March 2014 between Castlehill and these
companies are given in note 27.

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. Benefits 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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2 Going Concern - Basis of accounts preparation

The committee of management, having made due and careful enquiry and review of the
annual forecasts prepared, are of the opinion that the Association has adequate working
capital and are satisfied that these accounts should be prepared on a going concern basis.



14

Z20'880°L

e

L06'G¥2'9

T965'020°1
8z1've
182 pLE L
62" LEY
1827191
922'L18'}

626'EEE"L

S8E'L9Y
LIV'ED
£90'608°9

(e22'901)

06£'G16'9

8EE' LIt
25v'BEY'S
3

eLoe
1101

220'880°L 694611 t0.L'S

95Z 1601 BO6'BAL 095'01
Leg'Ler'e POr'ESLE 996'05
8v9'SED'L 5 eee'L
0L0‘69 = =
69.L'V8E"L = £8E've
£Le'259 5 =
¥9.'009'L FOv'66 vi2¥L
15T'SpLL 090°tS 9L0'1L
L10'615L £L6'2re 925'19
29928 = .

¥55°52 2 %
Lag'siL'L E/E'SKE 925'19
(p80°26) (eg) -
SPE'ELEL 95+'2rE 925'19
L52'9zr'L EES'6EL vLE'TL
289'0p8'S EE6'202 258’y

3 3 3
Buisnoy diysisumg Buisnoy
=0l paieys pauoddng

999'18 £88'088
050'0% 9’158
L1BL'PY6'S POZ'6EE'E
0¥S'E92 9/8'044
2E0'F 8L6'v9
S66'G8S 16E'vLL
yav'sre 816'90F
662'282" | 184'661
19B'255 LETAANY
8EE'vBE'E Or6'061L'
185'9/E 1BO'L
205'2L 1G0'EL
PS1'GE5'2 808'9/1'y
(eez'9s) (892'02)
LBE'1L9'2 945261
8LL0LE EELL9E
699'09L') £YB'GER'E
3 3
Buisnoy spaapN
pala)ays |esausn

£10g 10} (noyap)ysnidins Buneiadg
sbuma) [e1vos uo (poysp)snidins Bunesadg
sapaioe Buips) (eioos 1o sisoo Bugeiadp

saipadoid Buisnoy jo uonenaudag
siqaq peg

S|S0 BIUBUSIUIE 8AlDREY
SOUBUSIUIEL [EMDAD PUE paULE|
S|S0 adnag

SIS00 uOlensiunupe

aoueusluew pue juswabeuepy

samanoe Buia) |e100s woly ;aaoLuny 810 |
sjuesh anuaaal JayiQ
SISISILI YSNI00S WO SJUBIS

safiieyo aowas pue sjuss Woly SWoou jay

SPIOA LUOY S8S50| Uy | 558)
9|gBAIB28) SJUB] S50

sabieys) saweg
safiieyo aomias sigelyuap Jo 18U s|qenIB0al JUBY

S3ILIALLOY DNILLIT TVID0S WOHAL SNTdHNS DNILVHIdO ANV 1502 DNILVHIHO ‘HIAONHNL 40 SHY INJLLHY

0802901 (rvt'809°2) $25'6/9'8
080'290'L Zhr'L86 {voz'zes's) 9v9'c0L's
(zv6'02) {rig'601} {eBe'pES'1) 695'vEL'L
220'880° L 952° 1601 (128'28¢'9) LL0'6L5'L
3 3 3 3
£10Z (nayeq) 1500
{(noyaq) jenjding Bunesadg JahouIn|
ssniding Bunelado

€102 10} s{ejoL

eloL

uwr

senRY JBYI0
b sbums| |erog

sajon

SNIdUNS DNILYHIHO ONY S1S0D DNILYHIJO ‘HIAONHNL 40 SHYINDLLHY '€

J3LINIT NOLLYIDOSSY DNISNOH T1IHILSYD



15

89/°1 9l 0zt ol 155 590°1 pouad Jo pus i SIuN Jo Jaquiny
() = E = = () Jead ul sjesodsiq
al - . - - cl lead ul pappy
£94°1L a9l 0zt ok 155 090°L pouad Jo Hels Je sjun 4o 1aquny
spun Auadory diysiaumpy Buisnoy Buisnoy spaan
|E10L pabeuey paleys pauoddng paiaays |EsBUBE)
INFWIDVYNYIW NI NOILYAOWWODIIV 8
(ev6'02) {ze5'29e"}) = 965 HHE'L B.5'89% Sev'es 925'96. 90 £102 10} SBIANOE JBUIO WOy [Bj0 L
(ev6'0z) Fie's0L) (ege've’t) - 695 %2t 519'06€ OFE'FL 519'659 = SBNIAIOR 18I0 WOl [2j0 |
(662°2) {z17'6) (Liv'6) - = = z ) = 1Bul0
- - - - - - - - - 02 feipisqns Jo uolsinboy
98/'08 61468 (619'L¥) i 86E°LL 86E'LL " m . Buma [eswwoy
¥ (z19'9) (060204 - B.Y'G6 647'S6 : . . PI] SUONN|OS [IYafiseD
0/2'SE {oo2's) (556'0E1) = G5/'GZL 55/'52l - - 2 1SN ajgeIley?) aled) Alunwiwon
- - - - - - - - - ueidwels - saoinas Juswabeuepy
(ege's) (L£2'51) (L19'68) : OvE'vL 3 OvE'vL % - s8Iy Loddng
{1z1'09) (zv6'z6) (zvv'es) : 005 005 & - - SaMANOY 1uawdolaaa
- - - - - - - Buuoioey
- - - - - - - - - ajeg 1o} padojanag Auadoly
952 {180°04) (e29'v0L) - £B85'V6 £85'¥6 = z 2 soyuag suojjeldepy
5 = {515'299) - 515'299 006'2 - $19'659 - hiedsy pue a1e)
3 3 3 3 3 3 3 3 3
£L0Z 1o} {uoyap) sniding sls02 slqap peq Jaaowng |ejo] awoosul 18U alwooul sjuelf SI9)SIUIN
{uoyap) sniding Buneiadp Bugelado 1ayin - 1500 ajdoayd anuaasl Jayn ysmoog
Bueiadgy Bunesadg Bupoddng Wi0U) SjuelDy

SILLIAILOV HIHLO WOHAL 1121430 HO SNTdHNS ONLLYHIO ANV S1S0D DNILYHIHO ‘HIAONHNL 40 SHYINDILHY 'S

Q3LINIT NOILVIDOSSY DNISNOH T1IH31LSVYD



CASTLEHILL HOUSING ASSOCIATION LIMITED

7. DIRECTORS' EMOLUMENTS
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The remuneration paid to directors (defined as the Committee of Management and the Chief Executive/Secretary)

of Castlehill Housing Association Limited was :

Total emoluments (including pension contributions
and benefits in kind)

Emoluments (excluding pension contributions) of the
highest paid director amounted to

2014 2013
£ £
80,515 79,350
74,698 72,808

No emoluments were paid to the Convener or to any committee member other than the Chief Executive/Secretary.
Only one director received emoluments in excess of £60,000, this being the Chief Executive/Secretary whose
emoluments excluding pension contributions fell in the band greater than £70,000 but iess than £80,000.

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

There are no pensions payable in respect of any director or former director other than to the Chief Executive/Secretary
who has the normal entitlement arising from membership of the employee pension scheme. Pension payments

by the Association in respect of the Chief Executive/Secretary amounted to £5,817 in the year (2013 : £6,542).

No loans have been advanced to any director or perscn connected with a director,

Total expenses reimbursed to the Chief Executive/Secretary
and members of the Committee of Management in so far as
not chargeable to United Kingdom Income Tax

8. EMPLOYEE INFORMATION

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

Office Staff
Direct labour, scheme based staff & others

Staff Costs (including director's emoluments)
Wages and salaries

Social security costs

Pension costs {(note 27}

9. AUDITORS' REMUNERATION

Operating surplus is stated after charging :
Auditors' remuneration

- in their capacity as auditors of the Association
- for other services

10. INTEREST RECEIVABLE AND SIMILAR INCOME

Interest receivable

2014 2013

£ £
1,111 1,749
2014 2013
51 50
41 42
92 92
2014 2013

£ £
2,227,416 2,234,272
138,014 135,806
304,836 243,150
2,670,266 2,613,228
2014 2013

£ £
14,700 13,800
- 4,200
14,700 18,000
2014 2013

£ £
41,208 47,897
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11. INTEREST PAYABLE AND SIMILAR CHARGES
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2014 2013
£ £
Interest payable wholly or partly in more than 5 years
On loans from The Scottish Governmeant 91 206
Interest payable to other lenders 715,596 722,694
715,686 722,900
12. TAXATION
The Association has charitable status for tax purposes.
13. TANGIBLE FIXED ASSETS
Completed Housas for Completed
Houses held Letting under Shared Ownership Total
for Letting Construction Housing
Housing Properties
£ £ £ £
Cost
Opening balance 103,916,510 4942776 4,850,464 113,509,742
Schemes complated 2,165,553 {2.,165,553) - -
Additions 1,369,249 752,697 2,121,946
Disposals (461,067) - (451,087)
Closing balance 106,990,244 3,629,920 4,650,464 115,170,628
Depreciation
Opening balance 21,788,893 21,788,893
Additions 1,972,980 - 1,972,890
Disposals {368,165) (368,165)
Closing balance @.393,? 18 - 23&93.?1 8
Net book value
at 31 March 2014 83,596,525 3=529592IJ 4,650,464 81,776,909
Met book value
at 31 March 2013 8_2|12?.E18 4942776 4,650,464 91,720,856
Grants
Housing Assoc Grant
Opening balance 68,721,544 3,790,853 3,527,117 76,039,514
Schemes completed 732,960 (732,960) - -
Additions - 430,253 430,253
Disposals {180,934) - (180,934)
Devanha Grant Adjustments {225.861) (225.861)
Closing balance 69,047,709 3,488,146 3,587,117 76,082,972
Amortisation
Opening balance 13,305,008 13,305,008
Additions 937,342 - 937,342
Disposals {135,079) - {135,079)
Devanha Adjustment = - 5
Closing Balance 14,107,271 - 14,107,271
Other Grants
Cpening balance 4,853,019 102,000 8,340 4,963,359
Schemes completed 102,000 (102,000) - -
Additions - =
Disposals = -
Closing balance 4955019 8,340 4,963,359
Total Grants 59,895,458 3,488,146 3&25,45? 66,919,061

A surplus of £271,634 (2013 : £132,111) was realised on disposals of housing property.
Interest capitalised during the year amounted to £0 (2013 : £0)

All the above properties are heritable properties and are owned by the Association.
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14. TANGIBLE FIXED ASSETS

Other Fixed Assets

Subsidiary
Company Total
£ g

Opening Balance 1,822,050 1,822,080

Additions - %

Disposals 2 oo o S

Net Book Value

at 31 March 2014 1,822,050 1,822,050

Commercial Office Vehicles
Property Buildings Furniture & Total
Equipment
£ £ £ g

Cost

Opening balance 1,008,896 632,700 517,175 2,158,771

Additions - - 77,523 77,523

Disposals - - -

Closing balance 1,008,896 SSEIT(}O 594 698 2,236,294

Depreciation

Opening balance 117,445 529,888 269,046 916,379

Charge for year 16,778 22,057 51,485 90,320

Eliminated on disposals - - - -

Closing balance 134 223 551,945 320,531 1,006,700

Net book value

at 31 March 2014 874,673 80,755 274,167 1.229=594

Net book value

at 31 March 2013 891i45‘l 102,812 248.128 1,242 391

The commercial property and the office building are heritable properties.

15.DEBTORS 2014 2013

£ £

Amounts falling due within one year :

Rental debtors 222,857 205,532

less provision for bad and doubtful debts (79,184) {71,008)

Net rental debtors 143,673 134,527

Other debtors 901,113 482,912

Amount due from related parties 152,159 -

Prepayments and accrued income 79,948 95,905
1,276,893 713,344

Amounts falling due in 2-5 years :

Loans to employees 3,667 9,384
1,280,560 722,729

Loans are available to employees for the purchase of cars for business use.

Loans at 31/03/14 are tn 5 employees, all for a period of up to 5 years at an interest rate of 3.75 %.

16. CREDITORS DUE WITHIN ONE YEAR 2014 2013

£ £

Loans {see nota 17) 975,451 1,438,623

Tax and social security 13,162 64,663

Accruals and deferred income 1,527,660 1,215,367

Rent in advance 95,456 80,846

Trade creditors 711,802 797,698

Other creditors 759,727 1,014,948
4.083@5? 41612'144
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17. CREDITORS DUE AFTER MORE THAN ONE YEAR

2014 2013
£ £
Housing Property Finance
Housing Loans 20,134,933 18,486,655
Commercial Property Finance
Commercial Loan 531,914 561,779
Loans are secured by specific charges on the Association's properties and are repayable at varying rates
of interest in instalments due as follows :
Within one year 975,451 1,438,623
From one to two years 1,002,524 912,908
Betwaen two and five years 5,638,241 5,397,771
In five yaars or more 14,026,082 12,737,755
21.642@93 20,487,058

The Association has mortgage loans totalling £745 with The Scottish Government at fixed rates in the range of 9.25% to 16%,
The Association also has fixed and variable rate loans with banks and building societies. Fixed rate loans amounting to £12,653,089

are at rates of 3.81% to B.865%. Variable rate loans amounting to £8,989,209 are at rates of 0.23% to 1% above base rate (currently 0.5%)
ar 3 month libor {currently 0.527%), The final repayment date for loans is March 2052,

Total creditors due after more than 1 year 20,666,848 19,048,435

18. CALLED UP SHARE CAPITAL

2014 2013
£ £
Allotted, issued and fully paid
Opening balance 59 60
Issued during year 2 i
Transfer to capital reserve = (2
Closing balance 61 59
19. CAPITAL RESERVE 2013 2012
£ £
Opening balance 115 113
Transfer from share capital - 2
Closing balance 115 115
The capital reserve represents the amount of sharas in the Asscciation which have been surrendered.
20. DESIGNATED RESERVES
2014 2013
Planned Maintenance Reserve £ £
Opening balance 2,261,717 1,931,434
Additions in year 1,782,209
Expenditure in year - (1,451,986)
Transfer during the year (1,443,068)
818,643 2,261,717
Service Equipment Replacement Reserve
Opening balance 1,294,638 1,261,939
Additions in year 181,332 262,020
Expenditure in year {111,456) (229,321}
1,364,514 1,284,638
Total designated reserves 2,183,163 3,556,355
21. REVENUE RESERVES 2014 2013
£ g
Opening balance 4,839,268 4,678,003
Sumplus for the year 578,597 524,188
Transfer from/{to) designated reserves 1,373,192 (362,922}

Total revenue reserves 6,791,057 4,839,268
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22. RECONCILIATION OF SURPLUS FOR THE YEAR TO

2014 2013
NET CASH FLOW FROM OPERATING ACTIVITIES £ £
Operating surplus 981,442 1,067,080
Depreciation 1,125,969 1,109,414
Decrease in Stack 7,756 8,980
{Increase) / decrease in debtars (230,403) 486,513
Decrease in creditors {43,864) (195,069)
Net Cash Inflow from Operating Activities 1,840,501 2,476,918
23. RECONCILIATION OF NET CASH FLOW TC MOVEMENT IN NET DEBT
2014 2013
£ £
Increase / (decrease) In cash 1,261,504 (903,856}
(Increase) / decrease in debt (1,155,241} 313,710
Cash flow from management of liquid resources (965,514) 1,069,195
Mavement in net debt in period (859,251) 485,050
Net debtat 1 April 2013 (16,254,173) (16,739,223)
Net debt at 31 March 2014 {1?,113,424! (1 6254.173}
ANALYSIS IN CHANGES IN NET DEBT
At 1 April 2013 Cash Flows At 31 March 2014
£ £ £
Cash at bank and in hand 1,881,883 1,261,504 3,143 387
Debt due within one year (1,438,623) 463,172 {975,451)
Debt due after ons year (19,048,434) (1,618,413) (20,666,847}
Current asset investments 2,351,000 (965,514) 1,385,487
Net Debt {16,254,173) fBEQ!ESUI a7 113!424!
24. CONTRACTED EXPENDITURE COMMITMENTS 2014 2013
£ £
Expenditure that has been contracted for but
not provided for in the financial statemants 1,215,000 287,633
The Assoclation expects its contracted expenditure 2014 2013
to be financed as follows: £ £
Loan finance 665,032 255,623
Grant/own reserves 549,968 32,004
1,215,000 287,633
25. REVENUE COMMITMENTS
The Association is committed to make the following payments within
one year under nen-cancellable operating leases :
2014 2014 2013 2013
£ £ £ £
Expiring : Land QOther Land Other
& Buildings & Buildings
Within 1 year - 7,067 24,444
Between 1 and 5 years - - 7.067
After more than 5 years - - - -
- 7,067 31,510

20
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26. LEGISLATIVE PROVISIONS

The Assoclation is incorporated under the Industrial and Provident Societies Act 1965, Register No 1570R(S).
Castlehill operates according to Charitable Medel (Scetland) Rules, which entirely replaced Model H10 1968
{Charitable Rules} with effect from 27 February 1992,

Castlehill was accepted as a Charity for tax purposes with effect from 18 September 1970.

The Association is registered with The Scottish Gavernment under the Housing Assaciation Act 1985, Register No L0958,

27. RELATED PARTY TRANSACTIONS

2014 2013
£ £
Transactions with related parties included in the
Association's accounts for the year to 31/03/14
Devanha Limited
Expenditurs - {5,000)
Grampian Community Care Charitable Trust :
Incorne 144,756 126,769
Castlehill Solutions Limited
Income 121,243 -
Purchase (257) -

Amount due from Grampian Community Care Charitable Trust of £33,701 {2013 : £29,832) and from Castlehill Solutions Ltd
of £118,458 {2013: £0) was oustanding at 31/0314.

28, CONTINGENT LIABILITIES

Housing Association Grants provided by the Scottish Government have been provided for the purpose of funding social housing.
Inthe event of sale of any property to which grant is attached the grant is repayable to the Scottish Government.
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Castlehill Housing Association participates in the Social Housing Pension Scheme (the
Scheme). The Scheme is funded and is contracted out of the State Pension 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

e Final Salary with a 1/70" accrual rate

e Career average revalued earnings with a 1/60™ accrual rate.
[ ]

From April 2010 a further two defined benefit structures have been available, namely:

o Final salary with a 1/80" accrual rate.
» Career average revalued earnings (CARE) with a 1/80" accrual rate.

A defined contribution benefit structure was 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 defined benefit structure at any
one time. An open benefit structure is one which new entrants are able to join.

Castlehill Housing Association has operated the final salary with 1/60" accrual rate benefit
structure both for active members and for new entrants. In addition Castlehill operates the
defined contribution benefit structure for employees who choose it rather than the final salary
with 1/60™ accrual structure.

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 contribution 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 future investment returns.

During the accounting period Castlehill Housing Association paid contributions at rates of
between 16.2% and 18.2% for members who had opted to take advantage of salary sacrifice
and contributions of 9.0% for those members who did not. Member contributions varied
between 0% (salary sacrifice) and 7.2% to 9.2% (non salary sacrifice).

As at the balance sheet date there were 72 active members of the Scheme employed by the
Association. The annual pensionable payroll in respect of these members was £1 ,693,387.
Castlehill Housing Association continues to offer membership of the Scheme to its
employees.

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

The last formal valuation of the Scheme was performed at 30" September 2011 by a
professionally qualified actuary using the Projected Unit Method. The market value of the
Scheme’s assets at the valuation date was £2,062 million. The valuation revealed a shorifall

of assets compared with the value of liabilities of £1,035 million, equivalent to a past service
funding level of 67.0%.

The Scheme Actuary has prepared an Actuarial Report that provides an approximate update
on the funding position of the Scheme as at 30" September 2013. Such a report is required
by legislation for years in which a full actuarial valuation is not carried out. The market value
of the Scheme’s assets at the date of the Actuarial Report was £2,718 million. The Actuarial
Report revealed a shortfall of assets compared to the value of liabilities of £1,151 million,
equivalent to a past service funding level of 70%.

The financial assumptions underlying the valuation as at 30 September 2011 were as follows:

Valuation Discount Rates % pa
e Pre retirement 7.0
e Non Pensicner Post retirement 4.2
e Pensioner Post retirement 4.2
e Pensionable earnings growth 2.5 p.a. for 3 years, then 4.4
e  Price Inflation (RPI) 2.9

Pension Increases

e Pre88 GMP 0.0
e Post 88 GMP 2.0
e Excess over GMP 24

Expenses for death in service insurance, administration and Pension Protection Fund (PPF)
levy are included in the contribution rate.

The valuation was carried out using the following demographic assumptions.

Mortality pre retirement —41% SAPS S1 Male / Female All Pensioners (amounts), Year of
Birth, CMI_2009 projections with long term improvement rates of 1.5% p.a. for Males and
1.25% p.a.for Females.

Mortality post retirement — 97% SAPS S1 Male / Female All Pensioners (amounts), Year of
Birth, CMI_2008 projections with long term improvement rates of 1.5% p.a. for Males and
1.25% p.a. for Females.

The long-term joint contribution rates that will apply from April 2013 from employers and
members to meet the costs of future benefit accrual were assessed at:

Benefit Structure Long-term joint contribution rate
(% of pensionable salaries)

Final salary with 1/60" accrual rate 19.4

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



29. PENSIONS continued 24

Following consideration of the results of the actuarial valuation it was agreed that the shortfall
of £1,035 million would be dealt with by the payment of deficit contributions as shown in the
table below:

From 1 April 2013 to 30 September 2020 | A cash amount (*) equivalent to 7.5% of
Members’ Earnings per annum (payable
monthly and increasing by 4.7% per annum
each 1% April)

From 1 October 2020 to 30 September 2023 | A cash amount (*) equivalent to 3.1% of
Members’ Earnings per annum (payable
monthly and increasing by 4.7% per annum
each 1% April)

From 1 April 2013 to 30 September 2026 £30,640 per annum (payable monthly and
increasing by 3% each 1% April; first increase
on 1% April 2014)

(*) The contributions of 7.5% will be expressed in nominal pound terms (for each Employer),
increasing each year in line with the Earnings growth assumption used in the 30 September
2008 valuation (i.e. 4.7% per annum). The contributions of 3.1% will be calculated by
proportioning the nominal pound payment at the time of the change. Earnings at 30
September 2008 (for each Employer) will be used as the reference point for calculating these
contributions.

These deficit contributions are in addition to the long-term joint contribution rates as set out
above,

The next formal valuation of the Scheme will begin later this year and will give an update on
the financial position as at 30" September 2014. The results of this valuation will be available
in Spring 2016.

A copy of the Recovery Plan, setting 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 to issue scheme funding
directions where it believes that the actuarial valuation assumptions and/or Recovery Plan are
inappropriate. For example the Regulator could require that the Trustee strengthens the
actuarial assumptions (which would increase the Scheme liabilities and hence impact on the
Recovery Plan) or impose a schedule of contributions on the Scheme (which would effectively
amend the terms of the Recovery Plan).

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 assets 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 participating employers).
The leaving employer’s debt therefore includes a share of any “orphan” liabilities in respect of
previously participating employers. The amount of the debt therefore depends on many
factors including total 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.
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Castlehill Housing Association has been notified by the Pensions Trust of the estimated
employer debt on withdrawal from SHPS based on the financial position of the Scheme as at
30 September 2013. As of this date the estimated employer debt for the Association was
£10,494,442.

The Association 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 amounts of pension payable from normal retirement date. From October 2001
contributions were invested in personal funds which have a capital guarantee and which are
converted to pension on retirement, either within the Plan, or by purchase of an annuity.

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

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

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

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

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

The Association offers the Growth Plan as an AVC investment option for members of SHPS.
The members pay contributions at a rate of their choice. The Association does not pay any
contributions to the Growth Plan. As at the balance sheet date there were 2 active members
of the Plan. Castlehill Housing Association continues to offer membership of the Plan to its
employees.

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

The valuation results at 30 September 2011 were completed in 2012 and have been
formalised. The valuation of the Plan was performed by a professionally qualified Actuary
using the Projected Unit Method. The market value of the Plan’s assets at the valuation date
was £780 million and the Plan’s Technical Provisions (i.e. past service liabilities) were £928
million. The valuation therefore, revealed a shortfall of assets compared with the value of
liabilities of £148 million, equivalent to a funding level of 84%.
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The financial assumptions underlying the valuation as at 30 September 2011 were as follows:

Valuation Discount Rates % pa

e Rate of return pre retirement 4.9

e Rate of return post retirement:
>  Active/Deferred 4.2
» Pensioners 4.2

e Bonuses on accrued benefits 0.0
Inflation: Retail Prices Index (RPI) 2.9

e Inflation: Consumer Prices Index (CPI) 2.4

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

The Scheme Actuary has prepared a funding position update as at 30 September 2013. The
market value of the Plan’s assets at that date was £772 million and the Plan's Technical
Provisions (i.e. past service liabilities) was £927 million. The update, therefore, revealed a
shortfall of assets compared with the value of liabilities of £155 million, equivalent to a funding
level of 83%.

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

The Pensions Regulator has the power under Part 3 of the Pensions Act 2004 to issue
scheme funding directions where it believes that the actuarial valuation assumptions and/or
recovery plan are inappropriate. For example, the Regulator could require that the Trustee
strengthens the actuarial assumptions (which would increase the Plan liabilities and hence
impact on the recovery plan) or impose a schedule of contributions on the Plan (which would
effectively amend the terms of the recovery plan). A copy of the recovery plan in respect of
the September 2011 valuation was forwarded to The Pensions Regulator on 2 October 2012,
as is required by legislation.

Following a change in legislation in September 2005 there is a potential debt on the employer
that could be levied by the Trustee of the Plan and The Pensions Act 2011 has more recently
altered the definition of Series 3 of the Growth Plan so that a liability arises to employers from
membership of any Series except Series 4.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 benefits by purchasing annuity policies
from an insurer, plus an allowance for expenses) with the assets of the Plan. If the liabilities
exceed assets there is a buy-out debt.

The leaving employer's share of the buy-out debt is the proportion of the Plan’s liability
attributable to employment with the leaving employer compared to the total amount of the
Plan’s liabilities (relating to employment with all the currently participating employers). The
leaving employer's debt therefore includes a share of any ‘orphan’ liabilities in respect of
previously participating employers. The amount of the debt therefore depends on many
factors including total Plan liabilities, Plan investment performance, the liabilities in respect of
current and former employees of the employer, financial conditions at the time of the
cessation event and the insurance buy-out market. Therefore, the amounts of debt can be
volatile over time.
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When an employer withdraws from a multi-employer defined benefit pension scheme which is
in deficit, the employer is required by law to pay its share of the deficit, calculated on a
statutory basis (known as the buy-out basis). Due to a change in the definition of money
purchase contained in the Pensions Act 2011 the calculation basis that applies to the Growth
Plan will be amended to include Series 3 liabilities in the calculation of an employer's debt on
withdrawal.

The Pensions Act 2011 also proposed regulations which will make “consequential or
transitional provisions to avoid adverse consequences”. Should an employer withdraw prior to
the regulations coming into force (expected to be at the end of July 2014), they should contact
The Pensions Trust to check whether the regulations could affect their debt on withdrawal
calculation.

The Growth Plan is a “last man standing” multi-employer scheme. This means that if a
withdrawing employer is unable to pay its debt on withdrawal the liability is shared amongst
the remaining employers. The participating employers are therefore, jointly and severally
liable for the deficit in the Growth Plan. As at 30 September 2013 the total deficit calculated
on the buy-out basis was £219.9m.

Castlehill Housing Association has been notified by the Pensions Trust of the estimated
employer debt on withdrawal from the Plan based on the financial position of the Plan as at
30 September 2013. As of this date the estimated employer debt for the Association was
£67,130 if Series 3 liabilities are included and £90,400 if they are not.



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 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.
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Anderson Anderson & Brown LLP
Chartered Accountants
Registered Auditors

Aberdeen
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