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Report of the management committee
For the year ended 31 March 2015

The committee of management presents its report and the audited financial statements for the
year ended 31 March 2015.

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 7.

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 8, is satisfactory and are pleased to
note the surplus of £492,286 for the year, which will be transferred to reserves.

During 2014/15, Castlehill built sixteen general needs properties at Cattofield Square,
Aberdeen. Four of these mid-market rent properties have been leased to Castlehill's
subsidiary, Castiehill Solutions Limited. Castiehill sold one rented property on the open market
during the year to 31 March 2015. The rented property sold was a single tenement flat.

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.

In the future there are plans for development on the site of Stoneywood/Mugiemoss Road.
This is a large plot adjacent to the Dandara development and consists of 38 x 1/2 bed flats
and 2 x 3 bed houses for Castlehill - the mix of mid-market and affordable has not yet been
decided. Planning approval is now expected in August/September and hope to be on site by

October 2015 for 12-15 months.
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Changes in fixed assets

Details of fixed assets are set out in notes 19 and 20.

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

o 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.

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 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.

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.
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Statement of committee's responsibilities

The committee has reviewed the effectiveness of the system of internal financial control in
existence in the Association for the year ended 31 March 2015 and until 27 July 2015. 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.

Secretary

[\



INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
CASTLEHILL HOUSING ASSOCIATION LIMITED

We have audited the financial statements of Castlehill Housing Association Limited for the year ended 31 March 2015
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 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 2015 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 Co-operative 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:

+  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 explanations we require for our audit.

o By

John A Black (Senior Statutory Auditor)

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

Aberdeen

I My g



CASTLEHILL HOUSING ASSOCIATION LIMITED

INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31 MARCH 2015

Notes 2015 2014
£ £

Turnover 3 8,808,047 8,703,646
Less : Operating Costs 3 (7,763,423) (7,722,204)
Operating Surplus 1,044,624 981,442
Surplus on Sales of Fixed Assets 180,556 271,634
Surplus on Operating Activities before Interest 1,225,180 1,263,076
Interest Receivable 10 13,901 41,208
interest Payable 1 (746,795) (715,686)

492,286 578,597

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.



CASTLEHILL HOUSING ASSOCIATION LIMITED

BALANCE SHEET AT 31 MARCH 2015

Notes

Tangible Fixed Assets
Housing Property at Cost net of Depreciation 13
less HAG 13

Other Public Grants 13
Investment in subsidiary 14
Other Fixed Assets net of Depreciation 14
Current Assets
Property for sale net of grants
Stocks of maintenance materials
Debtors 15
Cash on term deposit
Cash at bank and in hand
Creditors
Amounts falling due within one year 16
Net Current Assets
Total Assets less Current Liabilities
Creditors
Amounts falling due after more than one year 17
Net Assets
Capital and Reserves
Share Capital 18
Capital Reserve 19
Designated Reserve 20
Revenue Reserve 21

The financial statements on pages 5 to 29 were approved by the Committee of Management

\
Com—

on m-h:rd 2015 and were signed on its behalf by :
213 L‘(

Ie;

2015

8,730
896,093
2,393,612
1,712,269

5,010,704

(3,981,730)

8
2015 2014
£ £

92,002,773 91,776,909
(61,310,971) (61,955,701)
(5,114,308) {4,963,359)
25,577,494 24,857,849
1,822,051 1,822,050
1,183,855 1,229,594
28,583,400 27,909,493
5574

1,280,560

1,385,487

3,143,387

5,815,008
4,083,257)

1,028,974 1,731,751
29,612,374 29,641,244
(20,145,690) (20,666,848)
9,466,684 8,974,396
63 61

115 115
2,328,114 2,183,163
7,138,392 6.791,057
9,466,684 8,974,396

/

VA

Committee member

Committee member

Chief Executive/Secretary



CASTLEHILL HOUSING ASSOCIATION LIMITED

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2015

Net cash inflow from operating activities

Returns on Investment and Servicing of Finance
Interest Received
Interest Paid

Net cash outfiow from returns on investment
and servicing of finance

Capital Expenditure & Financial Investment
Payments to acquire and develop housing properties
Payments to acquire other fixed assets

Grants repaid

Receipts for sales of housing properties

Receipts for sales of other fixed assets

Grants received

Net cash outflow from capital expenditure
and financial investment

Management of Liquid Resources
Purchase of term deposits
Cash withdrawn from term deposits

Net cash inflow / (outflow) from management
of liquid resources

Financing

Mortgages and other loans received
Mortgages and other loans repaid
Share capital issued

Net cash inflow / (outflow) from financing

Increase / (decrease) in cash

Notes

23

2015

13,901

(746,795)

(2,548,589)
(47,831)

434,711

766,272

(1,008,125)

459,922
(980,024)
2

2015 2014
£ £
2,225,437 2,456,690

41,208
(715,686)

(732,894) (674,479)

(1,891,071)
(77.523)
(569,857)

409,952
102,824

(1,395,437) (2,025,675)

965,514

(1,008,125) 965,514

2,174,298
(1,019,058)
2

(520,100) 1,155,243

(1,431,119) 1,877,292

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 2015

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 Landiords
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

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 acquisiton 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.
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Housing Assoclation 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
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).
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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 lLand No depreciation
e Structure 60 years
o Kitchen General Needs 17 years
o Kitchen Sheltered 20 years
e Bathroom 20 years
e Heating System 20 years
¢ Boiler 15 years
e Windows and Doors (timber) 50 years
e Windows and Doors (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:

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

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.
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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 Item 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
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).
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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 2015 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.
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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

2015 2014
£ £
83,484 80,515
76,562 74,698

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 less 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 £5,962 in the year (2014 : £5,817).

No loans have been advanced to any director or person 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

2015 2014
£ £
1,922 1,111
2015 2014
55 51
38 41
93 92
2015 2014
£ £
2,186,502 2,227,416
126,445 138,014
314,491 304,836
2,627,438 2,670,266
2015 2014
£ £
16,450 14,700
16,450 14,700
2015 2014
£ £
13,901 41,208
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11. INTEREST PAYABLE AND SIMILAR CHARGES

2015 2014
£ £
Interest payable wholly or partly in more than 5 years :
On loans from The Scottish Govemnment 64 91
Interest payabie to other lenders 746,731 715,596
746,795 715,686
12. TAXATION

The Association has charitable status for tax purposes.

13. TANGIBLE FIXED ASSETS

Completed Houses for Completed
Houses held Letting under Shared Ownership Total
for Letting Construction Housing
Housing Properties
£ £ £ £
Cost
Opening balance 106,990,244 3,529,920 4,650,464 115,170,628
Schemes completed 1,622,323 (1,622,323) - -
Additions 1,308,485 1,240,104 - 2,548,589
Disposats {444,487) - - (444,487)
Closing balance 109,476,565 3,147,701 4,650,464 117,274,730
Depreciation
Opening balance 23,393,718 - - 23,393,718
Additions 2,037,462 - - 2,037,462
Disposals {159,223) - - (159,223)
Closing balance 25,271,957 - - 23,271 957
Net book value
at 31 March 2015 84,204,608 3,147,701 4,650,464 92,002,773
Net book value
at 31 March 2014 83,596,525 3,529,920 4,650,464 91,776,909
Grants
Housing Assoc Grant
Opening balance 69,047,709 3,488,146 3,527,117 76,062,972
Schemes completed 766,272 (766,272) - -
Additions - 336,019 - 336,019
Disposals (72,010) - - (72,010)
Closing balance 69,741,971 3,057,893 3,527,117 76,326,981
Amortisation
Opening balance 14,107,271 - - 14,107,271
Additions 949,641 - - 949,641
Disposals (40,902) - - (40,902)
Closing Balance 15,016,010 - - 15,016,010
Other Grants
Opening balance 4,955,019 - 8,340 4,963,359
Schemes completed 150,949 (150,949) - -
Additions - 150,949 - 150,949
Disposals - - - -
Closing balance 5,105,968 - 8,340 5,114,308
Total Grants 59,831,929 3,057,883 3,535,457 66,425,279

A surplus of £180,556 (2014 : £271,634) was realised on disposals of housing property and % share change
in shared ownership. Interest capitalised during the year amounted to £0 (2014 : £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

£

Opening Balance 1,822,051
Additions -
Disposals -
Net Book Value
at 31 March 2015 1,822,051

This investment relates to Grampian Community Care Trust.

Total
£

1,822,051

1,822,051

The financial statements of Grampian Community Care Trust disclose a surplus for the year ended 31 March 2015 of £96,714 (2014 - £175,367).

The total funds at 31 March 2015 were £2,510,311 (2014 - £2,413,569).

Commercial Office Vehicles
Property Buildings Furniture & Total
Equipment
£ £ £ £
Cost
Opening balance 1,008,896 632,700 594,698 2,236,294
Additions - - 47,830 47,830
Closing balance 1,008,896 632,700 642,528 2,284,124
Depreciation
Opening balance 134,223 551,945 320,531 1,006,699
Charge for year 16,778 16,151 60,641 93,570
Closing balance 151,001 568,096 381,172 1,100,269
Net book value
at 31 March 2015 857,895 64,604 261,356 1,183,855
Net book value
at 31 March 2014 874,673 80,755 274,167 1,229 594
The commercial property and the office building are heritable properties.
15. DEBTORS 2015 2014
£ £
Amounts falling due within one year :
Rental debtors 191,810 222,857
less provision for bad and doubtful debts (63,448) (79,184)
Net rental debtors 128,362 143,673
Other debtors 495,423 901,113
Amount due from related parties 117,847 152,159
Prepayments and accrued income 103,620 79,948
845,252 1,276,893
Amounts falling due in 2-5 years :
Loans to employees 4,833 3,667
Amount due from related parties 46,008 -
896,093 1,280,560
Loans are available to employees for the purchase of cars for business use.
Loans at 31/03/15 are to 4 employees, all for a period of up to 5 years at an interest rate of 3.75 %.
16. CREDITORS DUE WITHIN ONE YEAR 2015 2014
£ £
Loans (see note 17) 976,507 975,451
Tax and social security 59,203 13,162
Accruals and deferred income 1,149,530 1,527,660
Rent in advance 131,484 95,456
Trade creditors 839,523 711,802
Amount due o related parties 16,208 -
Other creditors 809,275 759,727
3,861,730 4,083 257

20



CASTLEHILL HOUSING ASSOCIATION LIMITED 21

17. CREDITORS DUE AFTER MORE THAN ONE YEAR

2015 2014
£ £
Housing Property Finance
Housing Loans 19,614,108 20,134,933
Commercial Property Finance
Commercial Loan 531,582 561,715
Loans are secured by specific charges on the Assaciation's properties and are repayable at varying rates
of interest in instaiments due as follows :
Within one year 976,507 975,451
From one to two years 1,204,604 1,002,524
Between two and five years 6,146,839 5,638,241
12,794,247 14,026,082

In five years or more

21,122,197 21,642,298

The Association has mortgage Joans totaliing £525 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 £12,411,668

are at rates of 3.81% to 8.865%. Variable rate loans amounting to £8,710,528 are at rates of 0.23% to 1% above base rate (currently 0.5%)
or 3 month libor (currently 0.527%). The Association has a fixed loan with the Energy Savings Trust over 10 years.The final repayment date

for loans is March 2052,

Total creditors due after more than 1 year 20,145,690 20;396.649
18. CALLED UP SHARE CAPITAL
2015 2014
£ £
Allotted, issued and fully paid
Opening balance 61 59
Issued during year 2 2
Transfer to capital reserve - -
Closing balance 63 61
19. CAPITAL RESERVE 2015 2014
£ £
Opening balance 115 115
Transfer from share capital - .
Closing balance 115 115
The capital reserve represents the amount of shares in the Association which have been surrendered.
20. DESIGNATED RESERVES
2015 2014
Planned Maintenance Reserve £ £
Opening balance 818,649 2,261,717
Additions in year
Expenditure in year - -
Transfer during the year - (1,443,068)
818,649 818,649
Service Equipment Replacement Reserve
Opening balance 1,364,514 1,204,638
Additions in year 200,727 181,332
Expenditure in year (154,777) (111.456)
1,509,465 1,364,514
Total designated reserves 2,328,114 2,183,163
21. REVENUE RESERVES 2015 2014
£ £
Opening balance 6,791,057 4,839,268
Surplus for the year 492,286 578,597
Transfer to designated reserves (144,951) 1,373,192
Total revenue reserves 7,138,392 6,791,057



CASTLEHILL HOUSING ASSOCIATION LIMITED

22. RECONCILIATION OF SURPLUS FOR THE YEAR TO 2015 2014
NET CASH FLOW FROM OPERATING ACTIVITIES £ £
Operating surplus 1,044,624 981,442
Depreciation 1,181,390 1,125,969
Decrease in Stock 3,157) 7,756
(Increase) / decrease in debtors 384,467 (230,403)
Decrease in creditors (381,887) (43,864)
Net Cash Inflow from Operating Activities 2,225,437 1,840,901
23. RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT
2015 2014
£ £
Increase / (decrease) in cash (1,431,118) 1,261,504
(Increase) / decrease in debt 520,102 (1,155,241)
Cash flow from management of liquid resources 1,008,125 (965.514)
Movement in net debt in period 97,109 (859,251)
Net debt at 1 April 2013 (17,113,424) (16,254,173)
Net debt at 31 March 2014 117!016|315! ‘1 7,11 314242
ANALYSIS IN CHANGES IN NET DEBT
At 1 April 2014 Cash Flows At 31 March 2015
£ £ £
Cash at bank and in hand 3,143,387 {1,431,118) 1,712,269
Debt due within one year (975,451) (1,056) (976,507)
Debt due after one year (20,666,847) 521,158 (20,145,689)
Current asset investments 1,385,487 1,008,125 2,393,612
Net Debt (17,113,424) 97,109 (17,016,315)
24. CONTRACTED EXPENDITURE COMMITMENTS 2015 2014
£ £
Expenditure that has been contracted for but
not provided for in the financial statements - 1,215,000
The Association expects its contracted expenditure 2015 2014
to be financed as follows: £ £
Loan finance - 665,032
Grant/own reserves - 549,968
- 1,215,000
25. REVENUE COMMITMENTS
The Association is committed to make the following payments within
one year under non-canceliable operating leases :
2015 2015 2014 2014
£ £ £ £
Expiring : Land Other Land Other
& Buildings & Buildings
Within 1 year - - - 7,067
Between 1 and 5 years - 12,204 . .
After more than 5 years - - - -
7,067

12,204 -
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26. LEGISLATIVE PROVISIONS

The Association is incorporated under the Industrial and Provident Societies Act 1965, Register No 1670R(S).
Castiehill operates according to Charitable Model (Scotland) 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 Government under the Housing Association Act 1985, Register No L0968.

27. RELATED PARTY TRANSACTIONS
Throughout the year the company had two subsidiary companies, Castiehill Solutions Limited
and Grampian Community Care Charitable Trust

Transactions with related parties included in the
Association's accounts for the year to 31/03/15

Related Party

Grampian Community Care Charitable Trust:

Sales (including management charges)

Castlehill Solutions Limited:

Sales
Purchases

Management charges
Transfer of sales ledger debtors

Transfer of stock

Transfer of Handyman floats

Loan drawn down

2015

143,010

232,083

(69,055)
15,000
25,437
9,927

10,044

Amount due from Grampian Community Care Charitable Trust of £43,305 (2014 : £33,701) and from Castiehill Solutions Ltd

of £104,341 (2014: £118,458)

28. CONTINGENT LIABILITIES

Housing Association Grants provided by the Scottish Government have been provided for the purpose of funding social housing.
In the event of sale of any property to which grant is attached the grant is repayable to the Scottish Government.

23

2014

144,756

121,243
(257)
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29. PENSIONS

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

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

e Final salary with a 1/80™ accrual rate.
o 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 currently operates the final salary with 1/60™ accrual rate
benefit structure both for active members. 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 three years. The
main purpose of the valuation is to determine the financial position of the Scheme in order to
determine the level of future contributions required, 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).
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29. PENSIONS (continued)

As at the balance sheet date there were 78 active members of the Scheme employed by the
Association. The annual pensionable payroll in respect of these members was £1,807,400.
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
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
shortfall 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
¢ Non Pensioner Post retirement 4.2
o Pensioner Post retirement 42
e Pensionable earnings growth 2.5 p.a. for 3 years, then 4.4
e Price Inflation (RP!) 29

Pension Increases

¢ Pre 88 GMP 0.0
e Post 88 GMP 2.0
e Excess over GMP 2.4

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.
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29. PENSIONS (continued)

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_2009 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:

Long-term Joint Contribution Rate
(% of pensionable salaries)

Benefit

Structure

Final salary with a 1/60th accrual rate

Final salary with a 1/70th accrual rate 16.9
Career average revalued earnings (CARE)

with a 1/60th accrual rate 18.1
Final salary with a 1/80th accrual rate 14.8
Career average revalued earnings (CARE) 14.0
with a 1/80th accrual rate

Career average revalued earnings (CARE) 9.7
with a 1/120th accrual rate

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.

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 A cash amount (*) equivalent to 3.1% of
2023 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.
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29. PENSIONS (continued)

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.

Employers that participate in the Scheme on a non-contributory basis pay a joint contribution
rate (i.e. a combined employer and employee rate).

Employers that have closed the defined benefit section of the Scheme to new entrants are
required to pay an additional employer contribution loading of 2.5% to reflect the higher

costs of a closed arrangement.

A small number of employers are required to contribute at a different rate to reflect the
amortisation of a surplus or deficit on the transfer of assets and past service liabilities from

another pension scheme into SHPS.

New employers that do not transfer any past service liabilities to the scheme pay
contributions at the ongoing future service contribution rate. The rate is reviewed at each
valuation and new employers joining the Scheme between valuations up until 1 April 2010
do not contribute towards the deficit until two valuations have been completed after their
date of joining. New employers joining the Scheme after 1 April 2010 will be liable for past
service deficit contributions from the valuation following joining. Contribution rates are
changed on the 1 April that falls 18 months after the valuation date.

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.
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29. PENSIONS (continued)

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.

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 2014. As of this date the estimated employer debt for the Association was

£13,762,187.

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 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.
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29. PENSIONS (continued)

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%.

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

Valuation Discount Rates % pa

Rate of return pre retirement 49
Rate of return post retirement:

» Active/Deferred 4.2
» Pensioners 4.2
Bonuses on accrued benefits 0.0
Inflation: Retail Prices Index (RPI) 29
Inflation: Consumer Prices index (CPI) 24

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 is currently finalising the 2014 valuation and results will be
communicated in due course. At 30 September 2013, the market value of the Plan’s assets
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%.
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29. PENSIONS (continued)

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.

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 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 2014 the total deficit calculated

on the buy-out basis was £254.6m.
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29. PENSIONS (continued)

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 2014. Following a change in the definition of ‘money purchase’ contained in
the Pension Act 2011, the calculation basis that applies to the Plan has been amended to
include Series 3 liabilities in the calculation of an employer’s debt on withdrawal. The
estimated cost of withdrawal for your organisation has been calculated to be £80,622. This

figure has an effective date of 30 September 2014.



AB.

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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