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Castlehill Housing Association Limited 2
Report of the management committee

For the year ended 31 March 2016

The committee of management presents its report and the audited financial statements for the
year ended 31 March 2016.

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 Statement of Comprehensive Income on page 7.

The deficit for the year ended 31 March 2016 has arisen due to the increase in the pension
provision. The pension provision is based on the net present value of the pension deficit
reduction contributions. The surplus for the year excluding the pension provision was £551k
as shown below:

2016 2015
£000 £'000
{Deficit)/surplus for the year (128) 995
Increase/(decrease) in pension provision
(Note 29) 679 (70)
Surplus for the year before pension provision 551 925

The members of the committee of management are of the opinion that the state of affairs of
the Association, as shown on the Statement of Financial Position on page 8, is satisfactory.

During 2015/16 Castlehill Housing Association started the development of 38 properties at
Westgate, Inverurie and has agreed to develop a further 8 properties as a second phase of
this site during 2016/17.

Proposals are still to be finalised for the development of a site at Mugiemoss road in
Aberdeen where 16 flats will be built for mid-market rent and 22 flats for affordable rent,
Also, there is a potential development for 36 semi-detached houses at Maidencraig,
Aberdeen. It is expected that both these sites will be under way by autumn 2016 and will
complete in 2017.

Further development opportunities are being considered in Aberdeen, Inverurie, Mintlaw and
Balmedie and they will all be progressed throughout 2016/17. The increase in the grant
ievels and level of funding; the release of more development land around Aberdeen and the
downturn in private house sales locally have all contributed to the significant increase in
opportunities for development over the next few years.



Castlehill Housing Association Limited 3

Changes in fixed assets

Details of fixed assets are set out in notes 13 and 15.

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 Association’s auditors are aware of that information.
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Statement of committee's responsibilities

Housing Assaociation 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 surplus or deficit 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 depantures disclosed and explained in the financial statements.

s 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 intermal financial controls appropriate to the environment in which it
operates. These controls are designed to give reasonable assurance with respect to the
reliability of financial information used by the Association, the maintenance of proper
accounting records and the safeguarding of assets against unauthorised use or disposition.

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

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

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

+ 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.

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

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

s the Association has established an Audit Commitiee 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 2016 and until 25 July 2016. 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’ repott on the financial statements.

Secretary

i



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 2016
which comprise the Statement of Comprehensive Income, the Statement of Financial Position, the Cash Flow Statement
and the related notes. The financial reporting framewark 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 2016 and of its deficit 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 - December 2014,

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.

Abow 0 ey

John A Black {Senior Statutory Auditor)
For and on behalf of Anderson Anderson & Brown LLP
Statutory Auditor
Kingshill View
Prime Four Business Park
Kingswells
Aberdeen
AB15 8PU
25 TJIvuiy 2al o .



CASTLEHILL HOUSING ASSOCIATION LIMITED

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 MARCH 2016

Restated
Notes 2016 2015
£ £
Turnover 3 10,210,745 10,258,115
Less : Operating Costs 3 (9,773,347} (8,710,523}
Operating Surplus 437,298 1,547,592
Surplus on Sales of Fixed Assets 129,917 180,556
Surplus on Opserating Activities before Interest 567,315 1,728,148
interest Receivable 10 28,672 13,901
Interest Payable 1t {723,964) (746,795)
(Dedicit)/Surplus for Year {127,977) 995,254
Total comprehensive income for the year (127,977) 995,254

All of the Association's activities selate to continuing operations. Comparative figures have been restated to reflect the adoption
of the Housing SORP 2014 and FRS 102 (note 28).

The notes on pages 10 to 36 form part of these financial statements.



CASTLEHILL HOUSING ASSOCIATION LIMITED

STATEMENT OF FINANCIAL POSITION AT 31 MARCH 2016

Notes
Tangible Fixed Assets
Social housing properties 13
Investment in subsidiary 14
Other Fixed Assets 15
Current Assets
Stocks
Debtors 16
Cash on term deposit
Cash at bank and in hand
Creditors
Amounts falling due within one year 17

Net Current Assets
Total Assets fess Current Liabilities

Creditors
Amounis falling due after more than one year 18

Provision tor liabilities
Pension liabifity 30

Net Assets

Capital and Reserves

Share Capital 19
Capital Reserve 20
Revanue Reserve 22

7,329
475,305
2,413,383
1,279,214

4,176,231

{4,784,274)

2016

92,171,484
1,822,051
1,111,586

95,105,121

(608,043)

64,497,078

(73,993,067)

(2,884,124)

17,619,887

63
115
17,618,709

17,619,887

Comparative figures have been restated to reflect the adoption of the Housing SORP 2014 and FRS 102 {note 28).
The notes on pages 10 to 36 were approved by the Committee of Management

on 25 July 2016 and were signed on its behalf by :

7
s
: ki L\/\J\Q‘Vy/ Committee member

Committee member

Chief Executive/Secratary

Restated
2015
£

92,002,773
1,822,051
1,183,855

95,008,678
8,730
896,003
2,393,612
1,712,269

5,010,704

(5,327 ,569)

(316,865)

94,691,814

(74.738,082)

{2,204,868)

17,747,864

63
15
17,747,686

17,747 864



CASTLEHILL HOUSING ASSOCIATION LIMITED

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2016

Notes 2016 2016 2015
£ £ £

Net cash inflow from operating activities 23 1,922,468 2,194,329
Cash flow from investing activities
Improvement and construction of properties (2,431,299) (2,548,589)
Purchase of other fixed assets (2,485) (47,831}
Receipts from the sale of tangible fixed assets 281,264 465,820
Interest Received 28,672 13,901
Net cash flow from investing activities (201,380) 77,630
Cash flow from financing activities
Interest paid (723,964) (746,795)
Grants repaid - 0
Grant raceived 1,141,000 766,272
Issue of share capital - 2
Repayment of bank loans {1,065,925) (980,024}
Receipts of mortgages and other loans 436,985 459,922
Net cash outflow from financing activities (211,904) (500,623)
Net change in cash and cash equivalents (413,284} {422,993)
Cash and cash equivalents at 1 April 4,105,881 4,528,874
Cash and cash equivalents at 31 March 3,692,697 4,105,881
Cash and cash equivalents at 31 March
Cash at bank and in hand 1,279,214 1,712,269

2,413,383 2,393,612

Cash on term deposit
Bank overdraft

Castlehill Housing Association Lid includes as liquid resources term deposits with UK Banks and Building Societies

for periods of less than one year.

The notes an pages 10 to 36 form part of these financial statements.
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Notes to the financial statements for the year ended 31 March 2016

1 Accounting policies

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

Basis of accounting

The financial statements of the Association are prepared in accordance with the Companies
Act 2006, applicable accounting standards, the accounting requirements included within the
Determination of Accounting Requirements 2012, and under the historical cost accounting
basis. The financial statements have also been prepared in accordance with the Statement of
Recommended Practice for registered social housing providers 2014 (“SORP 2014), issued by
the National Housing Federation and under FRS 102.

Castlehill Housing Association Limited is a public benefit entity.
Accounting judgements and estimations

Estimates and judgements are continually evaluated and are based on historical experience,
advice from qualified experts where required or appropriate and other factors.

In determining the value of the Association's share of defined benefit pension scheme assets
and obligations, the valuation prepared by the Scheme actuary includes estimates of life
expectancy, salary growth, inflation and the discount rate on corporate bonds.

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.

Grant income

Where a grant is paid as a contribution towards revenue expenditure, it is included in turnover.
Where a grant is received from government and other bodies as a contribution towards the
capital cost of housing schemes, it is now recognised as income using the performance model
in accordance with the SORP 2014. Prior to satisfying the performance conditions (e.g. on
completion of new build properties), such grants are heid as deferred income on the statement
of financial position. Once the conditions are satisfied the grant is recognised as income on a
systematic basis over the expected useful iife of the components. If a property component is
replaced before the end of its useful life and there is no obligation to repay the grant, any
unamortised grant remaining within deferred income in the Statement of financial position
related to this asset is recognised as revenue in the Statement of comprehensive income. The
effects of these restatements are shown in Note 28.
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Related party transactions

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

Grampian Community Care Charitable Trust Lid 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 Castlehiil
Housing Association Ltd. Signed on 4 November 2013,

Details of transactions during the year to 31 March 2016 between Castlehill and these
companies are given in note 26.

Bad and doubtful debts

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

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

Creditors

Short term creditors are measured at transaction price. Other financial liabilities, including
bank loans, are measured initially at fair value, net of transaction costs, and are measured
subsequently at amortised cost using the effective interest method.

Cash and cash equivalents

Cash comprises cash in hand and deposits repayable on demand. Liquid resources are
current asset investments that are disposable without curtailing or disrupting the business and
are readily convertible into known amounts of cash at or close to their carrying values.

Pensions

Castlehill Housing Association Limited participates in a defined benefit pension scheme, The
Social Housing Pension Scheme, which is independently managed by The Pensions Trust
(*the Trust"). The Trust provides benefits based on final pensionable pay, which is contracted
out of the State Second Pension. Assets and liabilities of the Trust are held separately from
those of the Association.

Where the scheme is in deficit and where the Association has agreed to a deficit funding
arrangement, the association recognises a liability for this obligation. The amount recognised
is the net present value of the deficit reduction contributions payable under the agreement that
relates to the deficit. The present value calculated using the discount rate is detailed in note
29.



Castlehill Housing Association Limited 13

Fixed assets — social housing properties

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

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

i) Cost of acquiring land and buildings.

if) Development expenditure.

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

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

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 Statement of Comprehensive Income.

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.

Depreciation and impairment

Depreciation has been charged on housing properties, calculated in accordance with the
component accounting requirements of SORP 2014.

Housing properties are split between land, structure and major components which require
pericdic replacement. Replacement or refurbishment of such major components is capitalised
and depreciated over the estimated useful life which has been set taking into account
professional advice, the Association's asset management strategy and the requirement of the
Scottish Housing Quality Standard. In determining the remaining useful lives for the housing
stock, the Association has taken account of views provided by both internal and external
professional resources. Freehold land is not subject to depreciation.

The components and their expected usefu! lives are as follows:

e lLand No depreciation
e Structure 60 years

o Kitchen General Needs 17 years

* Kitchen Sheitered 20 years

+« Bathroom 20 years

« Heating System 20 years

s Boiler 15 years

¢+ Windows and Doors {timber) 50 years

+ Windows and Doors (UPVC) 25 years

»

Any grant relating to a component is amortised over the same time period as the component
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6ther tangible fixed assets

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:

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

Investment properties

Commercial properties are held as investment properties and not subject to depreciation, they
are held at existing use value and are subject to revaluation by an independent professional
advisor qualified by the Royal Institute of Chartered Surveyors to undertake valuation.
Commercial properties are re-valued at least every five years.

Changes in the valuation of investment properties are reported in the Statement of
Comprehensive Income.

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 resoid.

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 fuil lease term, in which case the
shorter period is used.

Interest income

Interest income is recognised in the statement of comprehensive income.
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Borrowing costs

All borrowing costs are recognised in the statement of comprehensive income.

Financial instruments

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

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

Financial assets that are measured at cost and amortised cost are assessed at the end of
each reporting period for objective evidence of impairment. If objective evidence of
impairment is found, an impairment ioss is recognised in the Income statement.

For financial assets measured at amortised cost, the impairment loss is measured as the
difference between an asset’s carrying amount and the present value of estimated cash flows
discounted at the asset’'s original eftective interest rate. If a financial asset has variable
interest rate, the discount rate for measuring any impairment loss is the current effective
interest rate determined under the contract,

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate, which is an approximation
of the amount that the company would receive for the asset if it were to be sold at the
reporting date.

Financial assets and liabilities are offset and the net amount reported in the Statement of
financial position when there is an enforceable right to set off the recognised amounts and
there is an intention to settle on a net basis or to realise the asset and settle the liability
simultaneously.
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Housing Association Grant and other capital grants

Housing Association Grant (“HAG") is received from central government and local authorities
and is utilised to subsidise the costs of housing properties.

HAG received is held as deferred income until the performance conditions are satisfied, at
which point it is recognised as income in the statement of comprehensive income over the
expected useful life of the asset as noted in Note 1 — grant income.

Properties are disposed of under the provisions contained in the Housing (Scotland) Act 2010.
Any grant that is repayable is accounted for as a liability on disposal of the property. Grant
which is repayable but cannot be repaid from the proceeds of sale is accounted for as a
liability. Where a disposal is deemed to have taken place for accounting purposes, but the
repayment conditions have not been met in relation to the grant funding, the potential future
obligation to repay is disclosed as a contingent liability.

Provisions

The Association only provides for liabilities at the year end where there is a legal or
constructive obligation incurred which wilt likely result in the outflow of resources.

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.

Taxation

As a charity, Castlehill Housing Association Limited is exempt from corporation tax on its
activities by virtue of Section 505 (1) Income & Corporation Taxes Act 1988 and from capital
gains tax by virtue of Section 145 Capital Gains Tax Act 1979.

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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Judgements in applying accounting policies and key sources of estimation
uncertainty

The preparation of financial statements, requires management to make judgements,
estimates and assumptions that affect the amounts reported for assets and liabilities as at
the Statement of financial position date and the amounts reported during the year for
revenue and costs. However, the nature of estimation means that actual outcomes could
differ from those estimates. Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including expectations of future events that
are believed to be reasonable under the circumstances. The following judgements and
estimates have had the most significant impact on amounts recognised in the financial
statements.

Operating lease commitments

The Association has entered into commercial property leases and as a lessee it obtains use
of property, plant and equipment. The classification of such leases as operating for finance
lease requires the Association to determine, based on an evaluation of the terms and
conditions of the arrangements, whether it retains or acquires the significant risks and
rewards of ownership of these assetls and accordingly whether the lease requires an asset
and liability to be recognised in the statement of financial position.

The following are the Associations key sources of estimation uncertainty:

Bad and doubtful debts

The Association makes an assessment of the recoverable value of trade and other debtors.
Provision is made again rent arrears of current and former tenants over 16 weeks as well as
considering various factors such as the payment profile of debtors and historical experience.
Depreciation and grant amortisation

The annual depreciation charge for tangible fixed assets is sensitive to changes in useful
economic lives. They are assessed where necessary to reflect current estimates for each

component as noted in the depreciation accounting policy. Any grant relating to properties
is also based on the associations estimate of each components useful life.
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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

The remuneration paid to directors {defined as the Committee of Management and the Chief Executive/Secratary)
of Castlehill Housing Association Limited was :

2016
£
Total emciuments (including pension contributions
and benefits in kind) 83,761
Emoluments (exciuding pensicn contributions) of the
highest paid director amounted to 77,708

No emoluments were paid to the Convener or 1o 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 pensicns payable in respect of any director or former director other than to the Chief Executive/Secretary
who has the normal entitiement arising from membership of the employee pension scheme. Pension payments

by the Asscciation in respect of the Chief Executive/Secretary amounted to £6,052 in the year (2015 : £5,962).

No loans have been advanced to any director or person connected with a director.

2016
£
Total expenses reimbursed to the Chief Execulive/Secretary
and members of the Committee of Management in so far as
not chargeable to United Kingdom Income Tax 1,563
8. EMPLOYEE INFORMATION
The average weekly number of persons employead during the year,
stated as full time equivalents, was :
2016
Office Staff 48
Direct labour, scheme based staff & others 33
81
2016
E
Staff Costs (including director's emoluments)
Wages and salaries 2,086,769
Social security costs 131,711
Pension costs 295,897
2,514,476
8. OPERATING SURPLUS
2016
£
Operating surplus is stated after charging :
Pension liability increase/(decrease) (Note 29) 679,256
Auditors' remuneration
- in their capacity as auditors of the Association 15,284
- tor other services 17,850
10. INTEREST RECEIVABLE AND SIMILAR INCOME
2016
£
Interest receivable 28,672

2015

83,484

76,562

2015

1,922

2015

35
38

93

2015
£

2,186,502
126,445
314,491

2,627,438

2015
£

{70,541)

16,450

e

2015

13,801



CASTLEHILL HOUSING ASSOCIATION LIMITED

11. INTEREST PAYABLE AND SIMILAR CHARGES

2016 2015
£ £
Interest payakle wholly or partly in more than 5 years :
On leans from The Scottish Gevernment 64
Interest payable to other lenders 723,964 746,731
723,964 746,795
12. TAXATION
The Association has charitable status for tax purposes.
13. TANGIBLE FIXED ASSETS - SOCIAL HOUSING PROPERTIES
Compieted Houses for Completed
Houses held Letting under Shared Ownership Tota}
for Letting Construction Housing
£ £ £ £
Cost
QOpening batance 109,478,565 3,147,701 4,650,464 117,274,730
Schemes completed 33,401 {33,401} - -
Additions 974,610 1,456,683 - 2,431,289
Disposals (396,684) (69,955) - (466.639)
Closing balance 110,087 892 4,501,034 4,650,464 119,239,390
Depreciation
Opening balance 26,271,857 - - 26,271,957
Additions 2,111,244 - . 2,111,241
Disposals {315,292} - - {315,292)
Closing balance 27,067,906 - - 27,067,906
Net book value
at 31 March 2016 83,019,986 4,501,034 4,650,464 92,171,484
Net book value
at 31 March 2015 84,204,608 3,147,701 4,650,464 92,002,773
A surpius of £129,566 (2015 : £180,556) was realised on dispesals of housing property and % share change
in shared ownership. Interest capitalised during the year amounted to £0 (2015 : £0)
All the above properties are heritable properties and are owned by the Association.
14. TANGIBLE FIXED ASSETS - INVESTMENT IN SUBSIDIARY
Subsidiary
Company Total
£ £
Opening Balance 1,822,051 1,822,051
Additions - -
Disposals . B
Net Book Value
at 31 March 2016 1,822,051 1,822,051

This investment relates o Grampian Community Care Charitable Trust.

The financial statements of Grampian Community Care Charitable Trust disclose a surplus for the year ended 3t March 2016 of £276,154 (2015 - £119,074).

The total funds at 31 March 2016 were £3,062,371 (2015 - £2,788,217).

22



CASTLEHILL HOUSING ASSOCIATION LIMITED

15. TANGIBLE FIXED ASSETS - OTHER FIXED ASSETS

23

Investment Office Vehicles
Property Buildings Furniture & Totaf
Equipment
£ £ £ £
Cost
Opening balance 857,885 632,700 £42,528 2,133,123
Additions - - 2,485 2,485
Closing balance 857,895 632,700 645,013 2135608
Depreciation
Cpening balance - 568,096 381,172 949,268
Charge for year - 16,151 58,603 74,754
Closing balance - 584,247 439 775 1,024 022
Net book value
at 31 March 2016 857,895 48,453 205,238 1,111,586
Net book value
at 31 March 2015 857,895 64,604 261,356 1,183,855

The commercial property and the office building are heritable properties.

Investiment property was valued by an independent professional adviscr J & E Shepherd on 31 March 2015 in accordance with the appraisal and valuation
manua! of the RICS. Commercial property is subject to valuation at least every five years.

in detarmining the valuation of investment property , it is assumed that there are no restrictions on the ability to reafise the investment preperty or the
remittance of income and proceeds of disposal. There are no contractual obfigations to purchase, construct or develop investment proparty or for repairs,

mairtenance or enhancements.

16. DEBTORS

Amounts falling due within one year :
Rental debtors

less provision for bad and doubtfuf debts
Net rerdal deblors

Other debtors

Amount due from related parties
Prepayments and accrued income

Amounts falling due in 2-5 years :
Loans to employees
Amount due from refated parties

Loans are available to empioyees for the purchase of cars for business use,

Loans at 31 March 2016 are to 3 employees, ali for a period of up to 5 years at an interest rate of 3.75 %.

17. CREDITORS DUE WITHIN ONE YEAR

Housing foans

Tax and social security
Accruals and defarred income
Deterred grant income

Rent in advance

Trade creditors

Amount due to related paries
Cther creditors

2016 2015
£ £
189,657 191,610
{17,622) (63.448)
172,035 128,362
48,482 495 423
54,493 117,847
95,462 103,620
370,472 845,252
5,833 4,833
100,000 45,008
476,305 896,093
2016 2015
£ £

1,128,230 976,507
40,748 59,203
772,603 1,148,530
1,106,352 1,345,839
102,383 131,484
769,839 839,523
7.948 16,208
856,171 809,275
4,784,274 5,327,569




CASTLEHH.L HOUSING ASSOCIATION LIMITED

18, CREDITORS DUE AFTER MORE THAN ONE YEAR

Housing loans
Commercial loan
Deferred grant income

foans

24

Restated
2016 2015
£ £
18,863,780 19,614,108
501,247 531,582
54,628,040 54,593,392
73,893,067 74,739,082

lLoans are secured by specific charges on the Assocciation's properties. The Association aiso has fixed and variable rate ioans with banks and building
socielies. Fixed rale loans amounting to £6,219,920 are at rates of 3.81% 1o 8.865%. Variable rate loans amounting to £14,273,337 are at rates of
0.23% 1o 1% above base rate {currently 0.5%) or 3 month Hbor (currently 0.527%). The Association has a fixed loan with the Energy Savings Trust over
10 years.The final repayment date for lcans is March 2052. Borrowings are repayable as follows:

Within one year

From one to two years
Between two and five years
In five years or more

The deferrad income balance is made up as follows:

Deferred income as at 1 April 2015
Addittonal income received

Released to the Stalement of
Comprehensive income

Deferred income as at 31 March 2016
Inciuded in creditors as follows:

Amounts due within one year
Amounts due after more than one year

19. CALLED UP SHARE CAPITAL

Allotted, issued and fully paid
Opening balance

Issued during year

Transfer to capital reserve

Closing balance

20. CAPITAL RESERVE

Opening balance
Transfer from share capital

Closing balance

The capital reserve represents the amount of shares in the Asscciation which have been surrendered.

21. DESIGNATED RESERVES

Planned Maintenance Reserve

Opening balance
Additions in year
Expenditure in year
Transfer during the year

2016 2015
£ £
1,128,230 976,507
1,159,183 1,204,604
5,907,893 6,146,832
12,297,951 12,794,247
20,493,257 21,122,197
Housing Other Total
Association Grant Grants Deferred Income
£ £ £
55,939,231 - 55,939,231
1,141,000 - 1,141,000
{1,345,839) - {1,345,638)
55,734,392 - 55,734,392
1,106,352
54,628,040
55,734,392
2016 2015
£ £
63 &1
- 2
63 63
2016 2015
£ £
115 115
115 115
2016 2015
£ £
- 818,649
- {B18,649)




CASTLERILL HOUSING ASSOCIATION LIMITED

21, DESIGNATED RESERVES {continued)

25

2016 2015
Service Equipment Replacement Reserve £ £
Cpening balance - 1,364,515
Transfer during the year - (1,364,515)
Taotal designated reserves - -
22. REVENUE RESERVES
2016 2015
£ £
Opening balance 17,747,686 16,752,432
Surplus for the year {127,977) 995,254
Total revenue reserves 17,619,709 17,747 686
23. RECONCILIATION OF SURPLUS FOR THE YEAR TO
NET CASH FL.OW FROM OPERATING ACTIVITIES 2016 2015
£ £
{DeficitySurplus for the year (127,977} 995,254
Depreciation 2,185,995 2,131,031
Decrease / (increase) in Stock 1,401 {3.157)
Decrease in debtors 435,366 384,467
Decrease in creditors (1,137,692) (1,865,604)
Gain on fixed asset {129,917} {180,556)
Interest payable 723,964 748,735
Interest receivable {20,672) (13,901)
Net Cash inflow from Operating Activities 1,922,468 2,184,329
24. REVENUE COMMITMENTS
The Association is committed to make the following payments within
one year under non-cancellable operating leases :
2016 2016 2015 2015
£ £ £ £
Expiring : Land Other Land Other
& Buildings & Buildings
Within 1 year - 15,891 - 15,891
Between 1 and 5 years - 10,223 - 25,806
After more than 5 years - - - -
- 26,114 - 41,697




CASTLEHILL HOUSING ASSOCIATION LIMITED

25, LEGISLATIVE PROVISIONS

The Association is incorperated under the Industriat and Provident Scocieties Act 1965, Register No 1670R(S).
Castiehill operates according to Charitable Modet (Scotland} Rufes, which entirely replaced Modei 10 1968

(Charitable Rules) with effect from 27 February 1992.

Castlehill was acceptad as a Charity for tax purposes with effect from 18 September 1870,

The Association is registered with The Scottish Govemment under the Housing Association Act 1985, Register No LO968.

26. RELATED PARTY TRHANSACTIONS

Throughout the year the company had two subsidiary companies, Castlehiil Solutions Limited

and Grampian Community Care Charitable Trust

Transactions with related parties inctuded in the
Associalion's accounts for the year to 31 March 20186.

Related Party Transactions

Grampian Community Care Charitable Trust:

Management charges including repair and developemnt charges

Castlehill Solutions Limited:

Sales

Purchases
Management charges
Loan drawn down

2016

190,253

182,361
(43,611)

53,992

Amount due from Grampian Community Care Charitable Trust of £11,727 {2015 ; £43,305) and from Castiehill Solutions iLtd

of £135,267 (2015: £104,341)

27. 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 repayabie 1o the Scofttish Govemment.

26

2015

143,010

232,083
(62,055}
15,000



Castlehill Housing Association Limited 27

28 PRIOR YEAR ADJUSTMENTS

The following were changes in accounting policies arising from the transition to FRS
102:

Recognition of grant income

Previously capital grants received were netted off against the cost of housing properties in
the statement of financial position. The grants were allocated to both the land and the
structure cost of each property and the element relating to the structure was amortised over
the useful life of the property. This amortisation was offset against the depreciation cost
that was included in the statement of comprehensive income. in line with the Housing
SORP 2014 and FRS 102, grant received by the Association is now recognised as deferred
income within creditors in the statement of financial position. The grant is allocated to the
housing property components (excluding land) and the grant is then released in full to the
statement of comprehensive income on a systematic basis over the useful life of the
housing property components. The result of this change is to increase the grant
amortisation given that the full grant is amortised with no element being allocated to land.

Pension liability

The Association participated in the multi-employer defined benefit Scottish Housing Pension
Scheme (SHPS) and the Growth Plan (GP). The cost of the scheme has been accounted
for on a defined contribution basis as it has not been possible to separately identify the
underlying assets and liabilities of individual participating employers.

Under the SORP, the past service deficit liability is included in the Statement of Financial
Position. This has resulted in the inclusion of the net present value of the committed deficit
reduction contributions being recorded within provision for liabilities on the statement of
financial position, and adjustments to operating cost as a result of the liability of the results
of the SHPS and GP valuation within the Association's pension liability on the Statement of
Financial Position.

Designated reserve

The designated reserve has been released in full to the revenue reserve as reflected in
Notes 21 and 22.
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Castlehill Housing Association Limited

29 Pension

Present value of provision

31 March 2016

29

31 March 2015

£°000 £000
Social housing pension scheme 2,826 2,152
Growth plan 58 53
Total provision 2,884 2,205

31 March 2016

31 March 2015

£'000 £'000
Opening provision 2,205 2,275
Movement in year
-increase/(decrease) in liability 639 (134)
-unnwinding of discount factor (finance charge) 40 64
Closing provision 2,884 2,205

The provision as at 31 March 2016 is the present value of the deficit reduction contributions
payable.

Castlehll Housing Association participates in the Social Housing Pension Scheme (the
Scheme)

The association participates in the scheme, a multi-employer scheme which provides
benefits to some 500 non-associated employers. The scheme is a defined benefit scheme in
the UK. It is not possible for the association to obtain sufficient information to enable it to
account for the scheme as a defined benefit scheme. Therefore, it accounts for the scheme
as a defined contribution scheme.

The scheme is subject to the funding legistation outlined in the Pensions Act 2004 which
came into force on 30 December 2005. This, together with documents issued by the
Pensions Regulator and Technical Actuarial Standards issued by the Financial Reporting
Council, set out the framework for funding defined benefit occupational pension schemes in
the UK.

The scheme is ciassified as a 'last-man standing arrangement'. Therefore, the association is
potentially fiable for other participating employers' obligations if those employers are unable
to meet their share of the scheme deficit following withdrawal from the scheme. Participating
employers are legally required to meet their share of the scheme deficit on an annuity
purchase basis on withdrawal from the scheme.
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29 Pension

A full actuarial valuation for the scheme was carried out with an effective date of 30
September 2014. This actuarial valuation was certified on 23 November 2015 and showed
assets of £3,123m, liabilities of £4,446m and a deficit of £1,323m. To eliminate this funding
shortfall, the trustees and the participating employers have agreed that additional
contributions will be paid, in combination from all employers, to the scheme as follows:

Deficit contributions

Tier 1

- From 1 April 2016 to 30 September 2020:

Tier 2

Frem 1 April 2016 to 30 September 2023:

Tier 3

From 1 April 2016 to 30 September 2026:

Tier 4

From 1 April 2016 to 30 September 2026:

£40.6m per annum

(payable monthly and increasing by 4.7% each year on 1% April}

£28.6m per annum
{payabie monthly and increasing by 4.7% each year on 1™ Apri)
. y : Y P

£32.7m per annum
(payable monthly and increasing by 3.0% each year on 1% April
pay g oy Y p

£31.7m per annum
(payable monthly and increasing by 3.0% each year on 1% April)

Note that the scheme’s previous valuation was carried out with an effective date of 30
September 2011; this valuation was certified on 17 December 2012 and showed assets of
£2,062m, liabilities of £3,097m and a deficit of £1,035m. To eliminate this funding shortfall,
payments consisted of the Tier 1, 2 & 3 deficit contributions.

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

31 March 2016 31 March 2015 31 March 2014

(£000s}) (£000s) (£000s)

Present value of provision 2,826 2152 2,220
PRESENT VALUES OF PROVISION | - S
RECONCILIATION OF QPENING AND CLOSING PROVISION

Period Ending  Period Ending
31 March 2016 31 March 2015

(£000s) (£000s)

Provisic;n. ét st.a.r.t ;f beriod | 21 52 - 2,220
.L.J.n.wind.ing.of.tﬁe. di;c.o.unt. fac.:t.o.r (i.ﬁter.e.s;t expe;ns.e) o | S 39 - | .63 |
.D.eficit.cc.mtril;.»ﬁtio.n.pai.d - - (243} (234)
.F.{eme.a.sure.rnen.t—i.r.npar.:t of any cha.n.ge in assumpti;m.s - | N (18} . | .10.3.
ﬂemeasu.remt.ant.s - améndrﬁentg té the c.ontrib.utio.n .s.chedule | | | 896 o N .-
Pr.t.:»vi.siﬁn a;tenc.l of per.ioci | o . | ” | 2,82;3. é,152
_INCOME AND EXPENDITURE IMPACT

lnter.est e).(pé.nse - 39 63
| Fié.n;neasurer.n.er.nts”- ir.npa.c:.t of any ;:.h.an.ge .in assumptiﬁﬁé i B (18) - | 103
.I.-'Génﬁea.é.l..l.rél;ne.nts;amén&menlé fo th.e.contribt.:tién..scﬁeciuié. - .89.6”. “
Contr.ibt..ltions; ;:.na.ic.:l.iﬁ.reépect éf fl..,lt.l..ll'e service.*. o e .

Costs recognised in income and expenditure account

*includes defined contribution schemes and future service contributions (i.e. excluding any deficit
reduction payments) to defined benefit schemes which are treated as defined contribution schemes.
To be completed by the association,

ASSUMPTIONS
31 March 2016 31 March 2015 31 March 2014
% per annum % per annum % per annum
Rate of discount 2.06 1.92 3.02

The discount rates shown above are the equivalent single discount rates which, when used to discount
the future recovery plan contributions due, would give the same results as using a full AA corporate
bond vield curve to discount the same recovery plan contributions.
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The following schedule details the deficit contributions agreed between the association and
the scheme at each year end period:

Year ending 31 March 2016 31 March 2015 31 March 2014
(£000s) (£000s) (£000s)
Year 1 335 243 234
Yeafé'”' U S e __””..255... R s
?éaré S S . 362' . S oot o .253
Yeér4' T 375' o 2%5 L .264
'Yeafsn o I 329 o mééé - ..2#5
Veur s . AT . S 279_ o 237 L 236
Veur 7 T SO . o 239 R 185”... S 237
'Yeéfs : o PP 250 : _ _ _192._ U 135'
'Yeafg S o . . ébs 150 R
.Yeaffo e e 2i4' . ”"jcs' B e
iy _ R ”"'ﬁid L 'ﬁds : s
Vewts : o R 55 _ s
Vear 13 R T o .55.
Yéa}14 PR L S e
'Yéafis' B o o
Yeér{s . : _ _
Yééfi? - - -
vew s L o o e o
'Yea;jg' e _ o . e - e

Year 20 - - R

The association must recognise a liability measured as the present value of the contributions payable that
arise from the deficit recovery agreement and the resulting expense in the income and expenditure account
i.e. the unwinding of the discount rate as a finance cost in the period in which it arises.

It is these contributions that have been used to derive the association's balance sheet
liability.
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The Association offers the Growth Plan as an AVC investment option for members of SHPS.

The association participates in the scheme, a multi-employer scheme which provides benefits
to some 1,300 non-associated participating employers. The scheme is a defined benefit
scheme in the UK. It is not possible for the association to obtain sufficient information to
enable it to account for the scheme as a defined benefit scheme. Therefore it accounts for the
scheme as a defined contribution scheme.

The scheme is subject to the funding legislation outlined in the Pensions Act 2004 which
came into force on 30 December 2005. This, together with documents issued by the
Pensions Regulator and Technical Actuarial Standards issued by the Financial Reporting
Council, set out the framework for funding defined benefit occupational pension schemes in
the UK.

The scheme is classified as a 'last-man standing arrangement'. Therefore the association is
potentially liable for other participating employers' obligations if those employers are unable
to meet their share of the scheme deficit following withdrawal from the scheme. Participating
employers are legally required to meet their share of the scheme deficit on an annuity
purchase basis on withdrawal from the scheme.

A full actuarial valuation for the scheme was carried out at 30 September 2011. This
valuation showed assets of £780m, liabilities of £928m and a deficit of £148m. To eliminate
this funding shortfall, the Trustee has asked the participating employers to pay additional
contributions to the scheme as follows:

Deficit contributions

£13.9m per annum

From 1 April 2013 o 31 March 2023: . . .
{payable monthly and increasing by 3% each on 1st April)

A full actuarial valuation for the scheme was carried out at 30 September 2014, This valuation showed assets of
£793m, liabilities of £970m and a deficit of £177m. To eliminate this funding shortfall, the Trustee has asked the
participating employers to pay additional contributions to the scheme as follows:

Deficit contributions

£12,945,440 per annum

From 1 April 2016 to 30 September 2025: . . .
{payable monthly and increasing by 3% each on 1st April)

£54,560 per annum

From 1 April 2016 to 30 September 2028: . ) )
{payabte monthly and increasing by 3% each on 1st April}

The recovery plan contributions are allocated to each participating employer in line with their estimated
share of the Series 1 and Series 2 scheme liabilities.

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

31 March 2016
(Es)

Present value of provision

31 March 2015
{Es)

52,868

RECONCILIATION OF OPENING AND CLOSING PROVISIONS

Provision at start of perioa

{anindiﬁg of the diéeouﬁt fac.t.or. (inte.res.t.expx.ans.e}

Defiéét cantributién bai& . |
F{e.me.a.s.uremem.s - im#éét o.f any change in assumptions
Re.me.as.ur.en%ents - amend.rﬁ.ents to th.e contribution é.c:.r.]e.dule
Prﬁvision at end of period - o | -

INCOME AND EXPENDITURE IMPACT

interest e.xpénse

ﬁéﬁ;leasurerﬁenté -—.ir.nr.)act ﬁf any change i.n aééﬁmpﬁéns
ﬁemeasuréméﬁts; — .aﬁ.}.e.nd.ménfs ta tl'.l.e cﬁntriﬁﬁtién sc.h.édu.le
Contributions paid in re.spe.ct. of future ser;/ice* |

Costs recognised in income and expenditure account

Period Ending
31 March 2016
(Es)
52,868

865
(6,378)

11,677

58,124

Periad Ending

31 March 2016
(£s)

865

(968)

11,677

*

*

(908)

34

31 March 2014

{£s)

55,409

Period Ending

31 March 2015
{£s)

55,405
1468
(o192
21

52,868

Period Ending
31 March 2015
(£s)

1,468
2,183

*

*

*includes defined contribution schemes and future service contributions (i.e. excluding any deficit
reduction payments) to defined benefit schemes which are treated as defined contribution schemes.

To be completed by the association.
ASSUMPTIONS

31 March 2016
% per annum

Rate of discount

31 March 2015

% per annum

1.74

31 March 2014
% per annum

2.82

The discount rates shown above are the equivalent single discount rates which, when used to discount
the future recovery plan contributions due, would give the same results as using a full AA corporate
bond yield curve to discount the same recovery plan contributions,
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The following schedule details the deficit contributions agreed between the association and the scheme at each

year end period:

DEFICIT CONTRIBUTIONS SCHEDULE

Year ending

31 March 2016

31 March 2015

31 March 2014

Year 1
Year 2 |
Yeard
Year 4
| Yéa.rS
Year 6
Year7
Year 8
Year 9.
Year10
Year 11
.Year12 -
Year13
Year1a
Year15
Year16
.Yé.ar17.'. |
Year 18 |
.Year 19
| .Y.ea.r ;20.

5,938
. 6,116 .

._6,489. e
.6’68.3

6,884

7,000
7303
7,522
o

6,378

6,569
6,766
6,969

7,178
7,393

7,615
7.844

6,192
6.378

6,569
6,766

6,969
7,178

7,393
7,615
7,844

The association must recognise a liability measured as the present value of the contributions payable that
arise from the deficit recovery agreement and the resulting expense in the income and expenditure account
i.e. the unwinding of the discount rate as a finance cost in the period in which it arises.

It is these contributions that have been used to derive the association's balance sheet

liability.
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Report by the independent auditors of Castlehill Housing Association Limited on
internal financial control.

Basis of Opinion

Opinion



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 5, 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.

AW,RM Are‘ﬂiim- ‘f; K!‘av,\ e F

Anderson Anderson & Brown LLP
Chartered Accountants
Registered Auditors

Aberdeen
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