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Mr H S Coyle BA(Hons), PG Dip Housing, FCIH Independent
Member
{formerly a Tenant
Member)
Mrs C E Lang, DCE, DPSE Independent Member Director
Member
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Eildon Tweed Valley HA - ETVHA Industrial and Provident Society - 1757 R(S) 1965
Eildon Enterprise Lid -EEL Scoltish Charity - 5CO15026

The Scottish Housing Regulator - HEP107

The Weaving Shed ETVHA - Subsidiary
Dunsdale Road
Selkirk industrial and Provident Society - 2307 R(S)
TD7 5EB

EEL — Subslidiary

Company Registration Number — 273461
(Scotland)

Appointed Banker, Solicitor and Auditors

EHA ETVHA EEL
Parent Subsidlary Subsidiary

Banker

Bank of Scoflang

3 Channel Street
Galashiels, TD1 1BE

v v v

Sollcitor

Pike & Chapman

36 Bank Street
Galashiels, TD1 1ER

Auditor (External)
Baker Tilly UK Audit LLP
Chartered Accountants
First Floor, Quay 2

139 Fountainbridge
Edinburgh

EH3 8QG

Auditor {Internal)
Findlay & Co.
Chartered Accountants
41 Dudhope Terrace
Dundee

DD3 6TS
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OPERATING AND FINANCIAL REVIEW AND BOARD OF MANAGEMENT REPORT
A - CONTEXT - STRUCTURE, ACTIVITIES, GOVERNANCE AND MANAGEMENT

1. STRUCTURE

Eildon Housing Association is registered under the Industrial and Provident Societies Act 1965 and is a Scoftish Charity with a Board of
Management (hereinafier referred to as the Board) as governing body. It is the parent to fwo subsidiaries, Eildon Tweed Valley Housing

Association and Eildon Enterprise Limited.
The legal relationship of these companies with Eifdon Housing Association is that;

¢ The 7 Commillee Members and Shareholders of Eildon Tweed Valley Housing Association are Board Members and Shareholders of
Eildon Housing Association.

»  The Board of Eildon Housing Association make up the majority of the Eildon Enterprise Board (four aut of six).

Eildon Enterprise Limited is incorporaled as a company limiled by guarantee. Eildon Tweed Valley Housing Association is incorporated under
the Industrial and Provident Sociely. As per the arlicles, these are to be trealed as subsidiaries of the Housing Assocciation. Consolidation
has been carried out using the full consclidation method.

The Eildon Trust also exists. The Trustees hold the positions of Chairman, Vice Chairman, Secretary and Assistant Secrelary of Eildon
Housing Association. The Eildon Trust has not been included in the consolidated financiat statemenls as it is not material to the group

financial statements.
2.  PRINCIPAL ACTIVITIES
Parent - Eildon Housing Association

The principal activities of Eildon Housing Association are:

* Management and mainlenance of its housing property.

«  Development of housing projects, at affordable rents, for people in need and low cost home ownership initiatives.
*  The provision of care and support services for vulnerable client groups.

¢ The provision of corporate, administrative, IT and financial services for all members of the Eildon Group.
Subsidiaries

Eildon Tweed Valley Housing Association's principal activilies are:

s Agency seivices to other Housing Associations.
»  Consultancy services to other Housing Associations.
¢ Consultancy services to other organisations and private developers.

During the year it was decided by Eildon Tweed Valley Commitlee to cease trading and transfer the remaining agency services contract
to Eildon Housing Assaciation, donate the only asset of cash to the Eildon Trust, and as such render the company dormant from 1 April

2010. This aclion was ratified by the parent Board,
Eildon Enterprise Limited's princlpal aclivilies are:

+  Operating the Care and Repair programme coniract as Agents for Scoltish Borders Council.
+ Invoivement in wider action aclivity and working with Key New Ways Partners.
«  Provision of consultancy services o other organisalions and privale developers.

3. STATEMENT OF THE BOARD'S RESPONSIBILITIES

Housing Association legisiation requires the Board to prepare financial statements for each financial year which give a true and fair view
of the slate of the affairs and the income and expenditure of the Association for the year ended on that date. In preparing those financial
statements the Board are required to:

»  Select suitable accounting policies and then apply them consistently.

s Make judgements and estimales that are reasonable and prudent.

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

s  Prepare them on a ‘going concern’ basis unless it is inappropriate to presume that the Assaciation will continue in business.
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3. STATEMENT OF THE BOARD'S RESPONSIBILITIES (cont)

The Board is also responsible for:

»  Keeping proper accounting records which disclose, with reasonable accuracy at any time, the financial position of the Association
and the Group.

« Ensuring that the financial statements comply with the requirements of the Industrial and Provident Socielies Acts 1965 to 2002,
Section 24 (1) of the Housing Scotland Act 2001 and the Registered Social Landiords Accounting Requirements {Scotland) Order
2007.

» Mainlaining a satisfactory system of conlrol over accounting records and transactions, and for safeguarding all assets of the
Association and, hence, take reasonable steps to prevent and detect fraud and olher irregutarities.

4. COMPLIANCE AND THE STATUS OF THIS REPORT

Accounting for the Association's financial affairs is governed by the Statement of Recommended Accounting Praclice (SORP),
Accounling by Registered Social Landlords {(2008).

Under the SORP the Assaciation is not required o publish a Board Report thal includes a full Operating and Financial Review (OFR}) as it
has fewer than 5,000 houses in management. However, the exemption means that as a registered Scollish Charity the Associalion must
publish an Annual Reporl as outlined in the SORP, entitled Accounting and Reporting for Charities. Given the differences in accounting
methods dictated by the two SORP’s, the Annual Report can only be followed where it is relevant and praciicable.

5. STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So far as the Board is aware, there is no relevant audit information of which the Association's auditors are unaware, and each member of
the Board has taken all the steps that they ought to have taken, as a member of that body, in order lo make themselves aware of any
relevant audit information and fo establish that auditors are aware of this information.

6. CORPORATE RULES AND THE REGULATOR

The governing document of he Association is the Rules, which are based on the 2008 SFHA standard set of Charitable Rules and
adapted through time by properly constituted meetings of the members of the Associalion. The Rules are the equivalent of a company's
Articles and Memorandum of Association. A copy of the Rules can be obtained on request to the Registered Office.

As part of its monitoring process the Association’s regufating body, The Scollish Housing Regulator, audits lhe activities of the
Association, o ensure that they are in line with the Rules. The Association has never been found to be in breach of its rutes.

In the last Regulation and Inspection Report published by The Scottish Housing Regulator in May 2004, the Regulator awarded Eildon an
‘A' Performance Raling in Governance and Financial Management, stating that "Eildon is an exceflent performer with major strengths in
governance and financial management and its prospects for improvement in governance and financial management are excellenl”.

7. MEMBERSHIP OF THE ASSOCIATION
Paragraphs 6 to 13 in the Rules lay out, in detail, the criteria for being a member of the Association.

The Board may, at their discretion, admit lo membership any individual persons (including the nominees of unincorporaled bodies),
Societies, Companies and Local Aulhorities (being bodies incorporated). There are two categories of Membership, Tenant and
Independent Members. No one can be a Member in more than one category at any one time. Every member on the register holds one

share in the Association.

Shares cost £1 but do not entitle the holder to any interest, dividend or bonus. In the event of the withdrawal, death or expulsion of the
member, the £1 becomes the property of the Association.

Thare are currently no Body Corporate Members. There are 144 Tenant Members and 55 Independent Members.



Hnousina

Financial Statemenls for Year Ended 31 March 2010

8. MEMBERSHIP OF THE BOARD

Paragraphs 37 to 44 in the Rules lay out, in detail, the recruitment and appointment of the Board of the Association. The pertinent points
are:

There has to be a minimum of 7 Board Members and a maximum of 15.

There are two constituencies of Board Members, Tenant (maximum of 3) and Independent (maximum of 12).

Only Shareholders over the age of 18 of the Association can become Board Members.

Board Members are voted on at General Meetings but only by those members who are part of the relevant conslituency e.g. Tenant
Members vote for Tenant Board Members.

* & & @

Each year, one third of each constiluency of Board Members must retire and stand for re-election if they wish to remain on the Board.
The present Board Members and the Executive Officers of the Associalion are sel out in page 2.

There is currently 1 Tenant Member and 12 Independent Board Members. The Independent Board Members are drawn from a wide
background bringing tegether professional, commercial and local experience. Board Members are unpaid.

The Executive Officers are the Chief Executive and the other members of the Management Team and are all employed by the
Associalion. The Execulive Officers hold no interest in the Association's shares and act as execulives within the authority delegaled by
the Board. Executive Officers are employed on the same terms as other staff, however their nolice period is three months.

9. BOARD TRAINING

Prior to formally joining the Board, prospective members are inviled to altend meetings to familiarise themselves with the way in which
business is conducled. Following appoiniment to the Board, there is an opportunity to parlicipate in an initial induction training
programme for new members, carried out by Execulive Officers, which includes the following:

What is a Housing Association?
The Role of a Beard Member,
Eildon's 5 Year Strategic Plan.
Key Issues for Eildon.

Site Visits.
Board Members are encouraged lo take the Governance Standards Initiative qualification for Board members.

. & & » s @

The process is ongoing whereby internal and external fraining sessions are delivered by senior staff and invited guest speakers as part of
an annual schedule of meelings and events.

10. DELEGATION, MEETINGS AND PERFORMANCE MONITORING
Through their election by the Shareholders at a General Meeting, the Board are delegated via Standing Orders {updated June 2009) to:

Appoint a Chairman.

Appoint Sub-Committees and Working Groups.

Formulate and implement policies and strategies.

Delegate to the Executive Officers,

Make decisions based on the information received from the Execulive Officers.

The Board gives delegated authorily to the Audit and Risk Sub-Commitlee who meet to monitor all audit, risk and compliance issues of
the Association and the impact that these issues have on each other. Internal Audit Reports and Care Commission Reports, which
provide an independent view on Lhe organisation’s efficiency, effectiveness and periormance, are received by this Sub-Commiltee.

* & & @ @

Delegated Authority has also been given to the Remunerations Sub-committee on the remuneration of staff, the pension provision , the
appraisal of the CEO and the Boards appraisal.

The Board has the authorily to set up single task Working Parties to address specific issues that are usually time limited and make

specific recommendalions back to the Board for consideration, These Working Parties have the ability to second specialists to assist
them or, with Board approval, recruit consultants to assist them in a particular piece of work.

The Standing Orders also detail the level of defegaled powers that can be given to the Executive Officers.

The Board meets 8 times annually, the Audit & Risk Sub-Commiltee 4 times and the Remunerations Sub-committee once. At these
meetings the Execulive Officers present papers from which decisions are made by the Board. The Execulive Officers also present
performance papers, such as Management Accounls, Key Performance Indicators and other relevant papers relaling to performance

fssues.

The Board account for their actions and decisfons in the year by presenting to the members the Annual Financial Statements and the
Annual Report at the AGM.

The Regulator, in its latest Monitoring Report, commented that 'Eildoen has a very strong performance culture, is very effective at
monitoring its performance and taking action to address these issues'.
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11, STRATEGIC MANAGEMENT
The Board are responsible for agreeing the Strategic Objectives of the organisation, the policies required to achieve those objectives and
the monitering mechanisms required to ensure targets and programmes are being met.

Each year the Board Members and Executive Officers have a two day event to lock at the Strategic Objeclives of the organisation and to
consider what events and objectives are likely to affect our overall business performance and aclivities. This year the topic chosen was
"Strategic Planning” which reset the process for the production of the annual Five year Strategy using the toolkit issued by the regulator.
This included a detailed look at the external environment, scenario pfanning, sensitivity analysis and the involvement of a representative

of the regulator.
12. ACCOUNTING POLICIES

The group's principal accounting policies are set out in pages 23 to 25 of the financial statements. The policies that are most critical to
the financial resuits relate to accounting for housing properties and include capitalisation of costs; deduction of capital grant from the cost

of assets; housing property deprecialion and the treaiment of shared ownership properties.

There are no changes to lhe policies used in last year's Annual Financial Statements.

13. GOING CONCERN

The Annual Financial Statements are prepared under the basis of a going concemn. The use of the going concern basis of accounting is
approptiate because there are no material uncerlainties related to events or conditions that may cast significant doubt about the abfiity of the

company lo continue as a going concern. See section C, Statement of Going Concern,

14, CREDIT PAYMENT POLICY

The Group's policy concerning the payment of its trade creditors complies with the Confederation of British Industry guidelines. The
average payment period is within thirty days.

15. EMPLOYEE INVOLVEMENT AND HEALTH AND SAFETY

The Association lakes sericusly its responsibilities to employees and, as a policy, provides employees with information on matters of
concern to them. It is also the policy of the Association to consult, where practical, employees or their representatives so that their views

may be taken into account in making decisions likely to affect their interests.

16. DISABLED EMPLOYEES

Applicalions for employment by disabled persons are given full and fair consideration for all vacancies in accordance with their particutar
aplitudes and abilities. In the event of employees becoming disabled, every effort is made to retrain them in crder that their employment

with the Association may confinue.

It is the policy of the Association that training, career development and promotion opporlunities should be available to all employees.

17. BOARD AND EXECUTIVE OFFICERS' INSURANCE

The Group has purchased and maintains insurance to cover its Board and Executive Officers against liabilities in relation to their duties
on behalf of the Association and its subsidiaries, as authorised by the Association’s rules.

18. AGM
The annual general meeting will be held on Wednesday 8 September 2010, at the Weaving Shed, Dunsdale Road, Selkirk.
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B - YEAR’S BUSINESS AND PERFORMANCE REVIEW

1.

KEY PRINCIPLES

Each member of the Group operales to the following key principles:

2,

Provide soiutions for those in need of quality homes, flexible carefsupport services and community based facilities and services, in
accordance with our equality principfes.

Be open and accounlable to our members and provide support for our Board Members in realising their collective ambitions to
promote organisations, within the Eildon Group, to be effective and successful.

Ensure the cost of housing, care and support services and communily initiatives are affordable to those on low incomes.

Help create balanced and sustainable communities through the provision of solutions that best suil local needs and, wherever
possible, work with communily representatives and other organisations fo consider ‘wider action’ opportunities to promote social

inclusion,

Strive for quality and value in everything we do.

Promote good employment practices and encourage staff to maximise their potential to deliver quality services in an efficient
manner, through investment in training and development.

Promole customer participation and involvement at every opportunily including support for independent lenants’ erganisations which
can influence policies and procedures that affecl their homes and the services they receive.

Work constructively with our New Ways Parlners and Borders Housing Network colleagues o create added value in the provision of
solutions that support community planning priorities.

OBJECTIVES & STRATEGY

The Group's five year stralegy is reviewed and approved by the Board each year, the main objectives in the plan for 2010/11 to 201415
are the foliowing,

Business Objectives:

Maintain our position with the Housing Regulator as a high performing RSL.

*

+  Promote 'Smarter Governance' to ensure our Board is performing to a high standard.

+  Work within our income streams to maintain our financial strenglhs in the short, medium and long term.

s  Continually improve our corporate and financial services to make our business operation more effective.

»  Ensure we deliver good employment practices to all our staff.

¢ Remain an independent group willing to enter into parinerships where this brings direct benefit to the Group and our customers.

» Continue to provide comprehensive services to the Eildon Trust, Eildon Enterprise and Eildon Tweed Valley HA in accordance with
annual independence and Responsibilities Agreements.

Core Actlvity Objectives:

¢ To provide ‘Right first time, Every time’ housing service for our existing and potential tenants,

+  Mainlain and where possible enhance/extend our high quality care and support services 1o our existing customers.

»  Develop additional Care and Support services where adequate income sireams are secured that meet the objectives of SBC care &
support strategies.

*  Develop a Property Asset Management Strategy.

»  Work in partnership with Scoltish Government, Scollish Borders Council and Borders Housing Network to provide a programme of
affordable housing across the Scottish Borders.

» Become the leading developer for the Scoltish Borders recognised by Scottish Borders Council and the Housing
Investment Division of the Scotlish Government.

Secondary Objectives:

»  Continue lo deliver existing and where appropriale entering into new agency contracts subject to annual performance reviews.

*  Consider new agency services for others.

+  Consider new services that directly benefit our customers.

«  Consider support/initiatives that support SBC/New Ways Single Outcome Agreements,

»  Support Eildon Trust in raising funds on behalf of the Group.
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3. RISKS AND UNCERTAINTIES

Like all businesses, the Associalion faces a wide variely of business related risks. During the year the Associalion built on the
development the previous year of a Risk Management Strategy by having all operational departments use the new scoring system to
produce a Risk Register showing the inherent and residual risks. Those inherent risks that were scored as being severe and those
residuat risks scored as major (there were no residual risks scored as severe) can be summarised Whus :

Business Area Summarised Risks Summerised Actlon to Mitigate Risks

Corporate Services Infer systems dependency, Confidentia! | Use of external expertise

issues, Resources Planning, Qualit of ) . . .
Training and Health and Safety issues. Y Audit tracking system and project planning

Staff training and policies & procedures

External scrutiny and auditing

Finance Unsustainable Losses, Unexpected interest | Financial ptanning system
rises and External & Internal Fraud . . .
Financial reporting system

Internal control system

Treasury Management and Hedging

External scruliny and auditing

Housing and Gare & | Amears, Evictions and anli social complaints | Preventative monitoring & profiling

Support increase, Lack of revenue to meet support . . . .
L Needs identification, use of the financial

needs and inabiiily to compele on care | . . . o teams and a mulli agency

tenders approach.
Training and clear procedures.

Tenancy Support intervention and pre
tenancy work

Flexible service delivery

Housing Development Cosl of Development becomes unaffordable. Financial planning system
Treasury Management

Engagement wilh the regulator

4. FINANCE

The Association made a surplus of £393k during the year, transferred £103k to the retained reserves and the Net Assets base rose to
£12m.

The Group made a surplus of £390k during the year, transferred £100k to the refained reserves and the Net Assels base rose o £12m.
The financial performance over the pasl five years is analysed in Table 1, on page 13.

Rent loss from volds
The target for the year was fo keep voids below 1.04% of rental income receivable, and the actual is 0.96%.

Rent loss from bad debts
The target for the year was to keep bad debts below 0.94% of rental income receivable, and the actual is 0.48%.

Overall rent collection
Mei arrears {amears less prepayments) have increased as at 31 March, however, when combined with the positive variances from the

above, produces a rent coilected in the year of 99.02% which is sfightly higher than the target of 97.48%. Oulstanding net arrears at the
year end represents 2.9% of the total rent rall (2009 — 3.5%).
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5. HOUSING PROPERTIES

At 31 March 2010, the Association owned 1987 housing units. The properties are caivied at lhe historic cost of £124m (2009 - £112m)
which nels off to £25m (2009 - £23m) after depreciation and capital grants. Housing units are funded by Social Housing Grant, loans and
working capital.

During the year, a valuation for 52 units was carried oul for the purpose of securing loan finance. When this professional valualion is
extrapolated across the whole stock, a value in use of £5tm is indicated (market value £215m). A similar valuation over 125 unils in
20086, gave an extrapolated value in use of £42m (market value £175m).

6. CAPITAL STRUCTURE AND TREASURY POLICY

The Associalion borrowed a further £2m during the year to develop social housing and to fund the provision of a new office at Selkirk
using a £5m facility organised in 2009 from the Abbey (Santander). By the year end, the borrowings amounted to £20m.

The Associalion borrows from banks and building societies in accordance with the Treasury Policy approved by the Board. MURJA
Structured Finance & Risk Management is used to ensure that ail the products in the market are considered and to assist in the torturous
administration process of securing loans. In this way Eildon manages its borrowing arrangements to ensure that il is always in a position
to meet its financiai obligations as they fall due, whilst minimising excess cash and liquid resources held.

The Associafion, as a malter of policy, does nol enter into transactions of a speculative nature and fixes rates of interest through
embedded rates within loans and swaps using an ISDA MTM instrument. At 31 March 2010, the mix of variable and fixed ratio was
31%:69% which is oul of kilter wilh the Treasury Management policy due to taking the opportunity of low fixed rates in 2008/09. Once the
loan finance for the forihcoming year of £4m is drawn down, this will readjust the ratio by 31 March 2011 to 42%:57%.

7. CASH FLOWS

Cash inflows and oulflows during the year are shown in the Consolidated Cash Flow Statement (page 20}.

The cash inflow from operating activities increased this year to £1,933k (2009 - £1,634k), a net £3,478k (2009 - £5,096k} was spent
acquiring assets which was funded by net loans draw down of £1,471k (2009 - £4,733k). The cost of financing was £789k (2009 - £913k)
and the Net debt moved from £16,747k in 2009, to £19,115k.

At the reporting date, 17 Shared Equily properties were parily complete, 1 completed properly remained unsold, and the Scollish
Government owed £1,605k worlh of Social Housing Grant that ihe Association had “Front Funded”, The Scottish Government paid the
monies due by early April 2010,

8. GENERAL RESERVES POLICY

The Board has reviewed the reserves of the Association. This review encompassed the nature of the income and expenditure streams,
the need to match variable income with fixed commilments, and the nature of the reserves.

The reserves, of over £12m, are made up of three different types:
*  Designated Reserves, which represent a commitment to expenditure in the future,

*  Ordinary Risk Reserves, which represents the extent to which the Association can carry the effsct of an adverse event and not
impact on the Revenue Reserve Surplus,

*  The Revenue Reserves, which represent the amount of the Net Asset Base which is not encumbered by either future commitments
or the likelihood of an adverse event,

The Board are satisfied that the levels of all the various reserves are commensurate with the purposes for which they exist.

Details of the actual reserves and the associated amounts are in Motes 1, 20, 21.

9. DONATIONS

The Group donated £1k (2009 - £1k) to the Linte! trust, £0.5k to local youth project {2008-£0k), £28Kk to the Eildon Trust (2009 - £0k) and
made no political donations.

10. DEVELOPMENT AND SALE OF PROPERTIES

During the reporting year the Association spenl £11.5m {2009 - £7.5m), of which £8.2m (2009 — £5.2m) is funded by grants received from
the Housing Investment Division East of the Scottish Government and £0.8m from other grants creating 34 new social housing units. At
the reporting date, 1 completed Shared Equity unit remained unsold.

The Association sold 2 Shared Ownership properties in the year, thereby aflowing tenants to achieve their aspiration of becoming home
owners.

In the year ending 31 March 2011, it is expected that the Association will spend £8.9m on the development of new properties funded by
£3.4m HAG and £2m front funding of HAG. This represents bringing 109 wnils into management and 3 Shared Equity homes and
tendering for an additional 152 units.
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11. ASSET MANAGEMENT (PROPERTY MAINTENANCE)
The Association seeks to maintain its properties to the highest standard. To this end it carries out repairs in three distinct time frames:

* Routine Maintenance, which is carried out within days of nofification, expenditure in the year was 538k (2009 - £468k).

e A programme of Cyclical Repairs carried out in the medium term to deai with the gradual and predictable detericration of building
components. Expenditure in the year was £220k (2009 - £286k).

e  Along-term programme of Major Repairs for the replacement or repair to components which have come to the end of their economic
lives or are required by legistative changes. Expenditure in the year was £576k (2009 - £451k).

The cost of all repairs is charged fo the Income and Expenditure Account unless, in the case of major repairs, it is agreed they could be
capilalised within the terms outlined in the SORP. There was no capitalisation in the year.

Times for reaclive maintenance met were 97.5% (2009 - 98.0%) and customer satisfaction returns gave a 99.0% expression of
satisfaction (2009 - 98%).

The Board is confident that the necessary funds will be available in the future to cover the Association's commitments under the Scotlish
Housing Quality Standards.

12. CUSTOMER SERVICES

Housing

The Association’s Rent Policy is a poinls system based on the size, type and facilities of the accommodation which ensures that Ihe rent
structure is easy to administer and covers lhe wide variations within the properlies. This policy follows the generally accepted
practicefprinciples of the Housing Movement.

Work conlinues on reducing the period of time taken to re-let or let new properties o ensure that we maximise our effectiveness in
housing people in need and reduce our costs. However, the average time taken to re-let or let a new property has increased to 38 days

(2009 — 25 days). Under the guidance for the Scoltish Government Annual Stalislical Relurn RSLs are allowed to discount properly that
is undergoing major repairs. When the 8 such properties that qualify for this discounling are stripped away, the relet lime drops to 32

days.
Tenant involvement plays an impertant part in formulating and agreeing the Association’s aims and objectives. Eildon Tenants’

Organisation {ETQ), the representalive body for all our tenants recognised by our Board and The Scotlish Housing Regutator. Through
our Tenant Participation Officer, local groups of lenants are encouraged to become Registered Tenant Organisations.

Tenanl's views are obtained ihrough regular internal surveys carried out to gain feedback on the services they receive and the houses
they live in. Overall, the resulis from our surveys show very high levels of tenant satisfaciion and where there are criticisms we identify

them and draw up an action plan to improve our service for ali of our customers.

Every 3 years, an independent Tenant Salisfaclion Survey is carried out.

All tenants receive a regular newsletter, called Eildon News. This gives them details of the aclivities carried out by the Association that
are of most relevance te them.

Over the coming year tenants will be consulted on:

+ Proposals under consideration with regard to Tenant Reward Schemes.
+ Effectiveness of the Web based tenant services that will be introduced.

Care and Support

During the year the Care Commission undertook inspections of our care services. The reporis were very favourable and where
recommendations have been made, these have been adopted.

Established in 2010 wilh Wider Role funding our STEPS [Sustaining Tenancies Empowering and Preventative Service] service aims to work with
people who are homeless and looking towards taking on a tenancy. Providing pre-tenancy support, the service aims to prevent repeat
homelessness and increase the chances of a successful tlenancy. Individuals are helped to get to grips with planning a move and managing a

tenancy. Support includes:

applying for benefits,
budgeting skills,

rights and responsibifities,
setting up home.

* & &
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13. WIDER & AGENCY SERVICES
During the year the Group has provided:

s  Development, IT and Finance services to Rural Stirling HA.
¢« Development services to Margaret Blackwood HA.
+  Modernisation services to Scoltish Borders HA.

As agents for the Scottish Borders Council, the Group has run:

+ A comprehensive Care and Repair service.
+ The Borders Migrant Workers Suppert Service.
¢  Peer Mentoring Project.

The Group has also employed and managed staff to run the Borders Construction Industry Forum. The translaiing and interpretation
service was discontinued during the year.

Along with the other members of the Borders Housing Network and Scotlish Borders Council, the Association responded to the
government’s consultation paper, entitled Firm Foundations, and made proposals for the Association to become the lead developer for
the Borders.

14. STAFF PERFORMANGE MANAGEMENT

High qualilty personnel are seen as an essential part of the control environment and the ethical standards expected are communicated
through the Chiefl Executive Officer. Service delivery is underpinned by stalf perfeormance and confinues to be a high priority.

In the past year the following education achievements have been made:

One member of staff won the Care seclor category in the "Borders Adult Learner of the Year Awards.
Two members of staff completed the first stage in an MSC in Housing and Regeneration.

Several staff completed the first part of 2 SCQF level 7 in Supervision in Health and Social Care.

A number of Care staff achieved Scottish Vocational Qualifications.

A rolling programme of staff training was also carried out, in line with Health and Safety requirements for all lecations, in topics such as,
Disability Equality, infection control, Adult Support and Protection and, Moving and Handling People. infection control training was made
bespaoke and offered {o all staff at the height of the swine flu pandemic scare.

In the main, slaff are consulted through the medium of the Staff Association, although, for specific issues like the introduction of an
Intranet, questionnaires are used. For the move to the Selkirk office, focus groups were an integral part of the overall “Smooth the Move®

campaign.

.- 2 0 »

The initiatives introduced during 07/08 were continued:

The monthly staff newsletter called the Eildon Echo.

The monthly "good ideas” awards scheme.

Under the Healthy Living at Work campaign, free fruit for all staff.

Flexi-leave and cther flexible working arrangements, such as compacted hours.

The staif attendance target is 97% and actual attendance for the year is 95.2% (2009: 96.1%). If extreme long term sickness periods
are discounied the altendance figure rises to 97.8%.

16. NOTIFABLE EVENTS

The Scottish Housing Regulator under Guidance Note SHR 25 stales that they expect RSLs to tell them about any significant or
exceptional issues, events or changes appertaining to the organisation. During the year the Association nolified the regulator about ihe

following events.

¢ In June 2009 the Associations and its subsidiaries changed registered address from Eildon House, Dingleton Road , Melrose TDS 9QY
to The Weaving Shed, Eitrick Mill, Dunsdale Road, Selkirk, TD7 5EB.

¢ In September 2009 at the AGM Mr Bill Wilkie the Association Chairman of 27 years stood down and was replaced by Mrs Heather
Cuckcow, the then Vice Chairman. :

+ In April 2010 Mr Peter Lee, Chief Execulive Officer for 25 years, relired and was replaced by Mr Nile Istephan.

16. INFRASTRUCTURE ISSUES

During the year the refurbishment of an old mil building in Selkirk known as the Weaving Shed was completed and in June all the office
staff that were accommodated in 7 different offices were transferred to this building. The offices that were vacated were all sold or leased

out before the 31 March 2010.

All other infrastructure projects revolve around the Weaving Shed. During the year the new Web Site was launched and work has
conlinued on the {cllowing, that will be implemented in the forthcoming year:

Web based tenant services.

An infranet.

The Contact Management module of the MIS.
Mobile working services.

* o &
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Table 1 - Group Highlights — Flve Year Historical Summary

For the Year Ended 31 March 2010
£'000

Income & Expenditure Account

Total Turnover 9,690
Social Lettings Income 6,180
Operating Surplus 1,073
Surptus for the year after tax 390

Balance Sheet

Net Housing Properiies 25,299
Other Fixed Assets 5,386
Fixed Assets 30,685
Net Current Assels 1,211
Total Assels 31,896
Long Term Loans 19,668
Net Assets 12,228
Reserves
Designated Reserves 9,404
Risk Reserves 700
Accumulated Surplus 2,124
12,228
Housing Stock 1987
Statistics
Surplus for year as % of turnover 4.0%
Surplus for year as % of Soctal Letlings income 6.3%
Rent loss from Voids and Bad Debts in the year 0.9%
Rent Collected in terms of rent collectable in the year 99.0%
Liquidity {current assets/current liabililies) 1.411
Gearing (total loans as % of capital grants plus reserves) 18.9%

13

2009
£000

9,633
5,735
1,254

812

23,292
4,725
28,017

2,011

30,028
18,190

11,838

8,764
1,050
2,024
11,838

1956

8.4%
14.2%
1.0%
98.4%
221

19.2%

2008
£'000

8411
5,293
771
2566

21,939
1,724
23,663

1,068

24,731
13,705

11,026

8,099
1,050
1.877
11,026

1914

3.0%

4.8%

1.7%
98.5%
1.71

15.3%

2007
£'000

7.218
5,150
809
603

21,002
1,397
22,406

1,350

23,756
12,986

10,770

7,593
1,408
1,769
10,770

1875

8.4%
11.7%

1.6%
99.1%
1.811

15.8%

2006
£'000

7,078
5,904
1,174

718

20,491
1,267
21,758

1,653

23,411
13,285

10,126

7,105
1,409
1,612
10,126

1858

10.1%
14.7%
1.8%
99.0%
2,01

17.0%

5T



1HousIHG

Financial Stalements for Year Ended 31 March 2010

C - STATEMENT OF GOING CONCERN

Through the Executive officers the Board has reviewed and discussed the various aspects of the Association as a Going Concern and its
liquidity. The review covered the following items:

- The Annual Budget including Cashflow to 31 March 2011
- The 5 Year Viability Plan including Cashflow to 31 March 2015 that is required by the regulator
- The 60 Year Plan including Cashflow lo 2070

Based on these documents and the following facts;

- There is no sign of impairment of the housing stock through increased voids,

- 64% of the turnover is rent related,

- 17% of the turnover is Care or Support Income from the Local Authority,

- 13% of the turnover is Grants from the Scoltish Ministers,

- There is a development prograrnme backed by the Scotlish Government,

- The Association does not trade abroad,

- The loan portfolio is more than 69% fixed mostly at very favourable rates,

- The £1m that has slill to be drawn has already been secured over properties,

- The Associalion has, at the 31 March 2010, 625 unencumbered properiies,

- The Association has an in principal agreement with the Scottish Borders Council that they will supply shorl term funding to
hedge against the affects of “Front Funding” for the Scottish Government,

- The Reserves of the Assaciation are over £12m.

The Board has no reason to believe that Association will not still be a Going Concem well beyond 12 months from the signing date of
these Annual Financial Statements.
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Financial Staiements for Year Ended 31 March 2010

" D -STATEMENT OF INTERNAL FINANCIAL CONTROLS

The Board acknowledges its ullimale responsibility for ensuring that the Association has in ptace a system of controls that is appropriate
to the various business environments in which it operales. These controls are designed to give reasonable assurance with respect to:

«  Reliability of financial information used within the Association or for publication.
o  Mainienance of proper accounting records.
«  Safeguarding of assets against unauthorised use or disposition.

It is the Board’s responsibility to establish and maintain systems of internal financial control. Such systems can only provide reasonable,
and not absolute, assurance against material, financial mis-statement or loss. Key elements include ensuring that:

s  Forma! policies and procedures are in place, inciuding the documentation of key systems and rules relating to the delegation of
authorities, which allow the monitoring of conirols and restrict the unauthorised use of the Association's assets.

« Experienced and suitably qualified staff to take responsibility for important business functions. Annual appraisal procedures have
been established to maintain standards of performance.

e Forecasts and budgets are prepared which allow the Board and Management to monitor the key business risks and financial
objeclives and progress towards financial plans set for the year and the medium term. Regular management accounts are prepared
promptly, providing relevant, reliable and up-lo-dale financial and other information and significant variances from budgels are

investligated as appropriate.

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

« The Board reviews reports from Management, from the internal auditors and from the external auditors to provide reasonable
assurance that conlro! procedures are in place and are being followed. This includes a general review of the major risks facing the
Association,

Formal procedures have been established for instituting appropriate action to correct weaknesses identified from the above reports.
The Board has reviewed the effectiveness of the system of internal financial controls that exist in the Association for the year ended 31

March 2010 and uniil the date of signing of the financial statements. No weaknesses were found in internal financial controls which
resulted in material losses, contingencies, or uncerlainties which require disclosure in the financiat statements or in the auditors’ report on

the financial statements.

E - AUDITOR

Baker Tilly UK Audit LLP has indicated its willingness to continue in office. A resolution proposing their re-appointment for 2010/11 wilf be
submifted at the Annual General Meeting.

By order of the Board

A3 Jh0e... 2040

Mr N J Istephan Date
Secretary
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REPORT OF THE AUDITORS TO THE MEMBERS OF EILDON HOUSING ASSOCIATION LIMITED
Corporate Governance Matters

In addition to our audit of the accounts, we have reviewed the Commitee of Management's statement on page 15 concerning
the Association’s compliance with the information required by the section on Internal Financial Control within SFHA’s
publication ‘Raising Standards in Housing'.

Basis of Opinion

We cairied out our review having regard to the Bulletin 1999/5 issued by the Auditing Standards Board. The Bulletin does not
require us to review the effectiveness of the Association’s procedures for ensuring compliance with the guidance notes, nor to
investigate the appropriateness of the reasons given for non-compliance,

Opinion

In our opinion the statements on Internal Financial Control on page 15 has provided the disclosures required by the section on
Internal Control within the SFHA's publication “Raising Standards in Housing” and is consistent with the information which
came to our altention as a resuit of our audit work on the financial statements.

e TJX; UK Auslts L1

BAKER TILLY UK AUDIT LLP
Registered Auditor

Chartered Accountants

First Floor, Quay 2

139 Fountainbridge

Edinburgh

EH3 9QG
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Financial Slatements for Year Ended 31 March 2010

REPORT OF THE AUDITORS TO THE MEMBERS OF EILDON HOUSING ASSOCIATION LIMITED

We have audited the financial statements on pages 19 to 41, which have been prepared under the accounting policies set out
on pages 23 to 25.

This repart is made solely o the Association's members, as a body, in accordance with section 9 of the Friendly and Industrial
and Provident Socleties Act 1968. Our audit work has been underfaken so that we might slate to the Association’s members
those matters we are required fo state to them in an auditors' report and for no other purpose. To the fullest extent permitted
by law, we do not accept responsibility to anyone other than the Association and the Association’s members as a body, for

our audit work, for this report and for the opinion we have formed.

Respective responsibilities of the Board and auditors

The Board's responsibilities for preparing the Annual Report and the financial statements in accordance with applicable law
and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are sef out in the

Statement of Board's Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Audiling (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Industrial and Provident Socielies Acts 1965 fo 2002, the Industrial and Provident Societies (Group
Accounts) Regulations 1969, the Housing (Scolland) Act 2001 and the Registered Social Landlords Accounting Requirements
{Scofland) Order 2007. We also report to you if, in our opinion, a satisfactory system of internal control over transactions has
not been maintained, i the Association has not kept proper accounting records or if we have not received all the information

and explanalions we require for our audit.

We read the Board of Management Report and consider whether it is consistent with those statements. We consider the
implications for our report if we become aware of any apparent misstatements or material inconsistencies with the financial

statements. Our responsibililies do not extend to any other information.

Basis of opinion

We conducted our audit in accordance with International Standards on Audiling (UK and Irefand) issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements. [t also includes an assessment of the significant estimates and judgements made by the Board in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the Group's and
Associalion's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error or other irregularity. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financiai statements. S
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REPORT OF THE AUDITORS TO THE MEMBERS OF EILDON HOUSING ASSOCIATION LIMITED

Opinion

In our opinion the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the Group's and Association's affairs as at 31 March 2010 and surplus of the Group's and
surplus of the Association for the year then ended and have been properly prepared in accordance with the Industrial and
Provident Societies Acts 1965 to 2002, the Industrial and Provident Societies (Group Accounts) Regulations 1969, Schedule
7 to the Housing (Scotland) Act 2001 and the Registered Social Landlords Accounting Requirements (Scotland) Order 2007.

B ader TJJJ MK Aok LS

BAKER TILLY UK AUDIT LLP
Registered Auditor

Chartered Accountants

First Floor, Quay 2

139 Fountainbridge

Edinburgh

EH3 9QG

DA e eersoeoeeeeeee 3. 5“""5 .. 2010
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INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31 MARCH 2010

GROUP ASSOCIATION

2010 2009 2010 2009

Notes £°000 £'000 £:000 £'000

Turnover 2 9,630 9,633 9,690 9,586
Less: Operating Costs 2 8,617 8,379 8,523 8,335
Operating Surplus 1,073 1,254 1,067 1,251
Gain on Sale of Fixed Assets 6M6 104 401 104 401
Interest Receivable and Other Income 7 3 49 3 47
Interest Payable and Similar Charges 8 {781) {891} {781) (891)
Surplus for Year before tax 399 813 393 808
Corporation fax 9 (9) {1} - -
Surplus for Year 390 812 393 808

The Association and its subsidiaries have no recognised gains and losses other than those included in the surplus above and therefore
no separate stalement of total recognised gains and losses have been presented.

There is no difference between the surplus on ordinary activities for the year and the retained surplus for the year stated in Nole 20 and
their historical cost equivalents.

The surplus above relates wholly fo continuing activities.

The Notes on pages 23 to 41 form pari of these financial statements.
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BALANCE SHEET AS AT 31 MARCH 2010

GROUP ASSOCIATION
Notes 2010 2009 2010 2009
£'000 £'000 £:000 £'000
Tangible Fixed Assets
Housing Properties — Deprecialed Cost 119,889 108,851 119,889 108,851
Less Social Housing Grants 94,590 85,559 94,590 85,559
12 25,299 23,292 25,299 _23.292
Other Fixed Assets 13 6,386 4,725 5,386 4,725
Fixed Asset Investment
Shared Equity Loan 14 1,169 780 1,169 780
Shared Equity Grant 14 {1,169} (780) (1,168) 780

—30,686 28017  _ 30,685 28,017

Current Assets

WIP Shared Equity 16 964 656 964 656
Debtors 17 2,219 1,348 2,194 1,370
Cash at bank and in hand 1,106 1,976 827 1,698
4,288 3,980 3,985 3724
Creditors: amounts falling due within one year 18 (3,077) (1,969) (2,821) (1,763}
Net Current Assets 1,211 2,011 1,164 1,961
Total Assets less Current Liabilities 31,896 30,028 31,849 29,978
Credltors: amounts falling due more than one year 19 (19,668) (18,190} {19,668} (18,190
Net Assets 12,228 11,838 12181 11,788
Capital and Reserves
Share Capital 25 )] 0 0 0
Designaled Reserves 21 9,404 8,764 9,404 8,764
Risk Reserves 21 700 1,050 700 1,050
Revenue Reserves 20 2,124 2024 2,077 1,974

12,228  _19.,838 = _12184 = _11,788

The financial stalements on pages 19 to 41 were approved by the Board of Management and authorised for issue and were signed on ifs
behalf by:

Mrs H Cuckow {Chalrman)

Professor D L Brydon (Vice Chairman}

Mr N J Istephan (Secretary)

(Date)
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2010

GROUP ASSOCIATION
Notes 2010 2009 2010 2009
£'000 £'000 £'000 £'000

Net Cash in Flow from Operating Activities A 1,932 1,634 1,923 1,601
Returns on investment and Servicing of Finance

Interest Received 3 50 2 48

Interest Paid (792) {963) {792) {963)
Net Cash Qutflow from Returns of
Investment and Servicing of Finance (789) (913) (790) {915)
Taxation (9 H - -
Capital Expenditure

Acquisilion and construction of properties (11,270) (8,722} {11,270) (8,722)

Purchase of other fixed assels {958) (2,957) (968) (2,957)

Capilal grants received 7,763 6,575 7,753 6,575

Sale of properties 986 48 985 48

Sale of other fixed assels [ 1 5 1

Capilal granis repaid 9 (41) 9 (41}
Net Cash Oulfiow from Capital Expenditure {3,476) (5,095) {3,476) (5.096)
Net Cash Outflow before use of liquid resources and financing (2,342) {4,376) (2,343) (4,.410)
Financing

Loans Finance Received 2,000 5,000 2,000 5,000

Loans repaid (628) {267} (528) (267}

Shares Issued/{Redeemed) 0 0 (1] 0
Net Cash Inflow from financing 1,472 4,733 1,472 4,733
(Decrease)/Increase in Cash in the Period B —(870) 357 _(871) 323
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NOTES TO THE CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2010

A Reconciliation of Operating surplus to Net Cash Inflow from Operating Activities

Operating Surplus for the Year

Depreciation

(Increase)Decrease in Debtors
{Decrease)Increase in Credilors

Assets wiitten off in year

Net Cash Inflow from Operating Activities

B Reconcillation of Net Cashflow to Movement in Net Debt

Increase/(Decrease) in cash in year
Cash Inflow from financing

Cash Outflow to financing

Change in net debt

Net debt at 1 Apuil

Net debt at 31 March

C Analysis of Changes In Net Debt

Cash in hand and at bank
Debts due within 1 year
Debts due after 1 year
Tolal
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GROUP ASSOCIATION
2010 2009 2010 2009
£'000 £'000 £'000 £'000
1,073 1,254 1,067 1,251
720 565 720 566
{77) 7 (19) (37
216 (207) 155 (193)
- 14 - 14
1,932 1,634 1,923 1,601
GROUP ASSOCIATION
2010 2009 2010 2009
£'000 £'000 £'000 £000
(870) 357 (871) 323
{2,000) (5,000) {2,000) {5.000)
502 267 502 267
(2,368) {4,376) (2,369) {4,410)
{16,747) (12,371) (17,026} (12,616)
A19,115) (16.747)  {19,396)  (17.026}
GROUP ASSQCIATION
2010 2009 2010 2009
£'000 £'000 £'000 £'000
1,106 1,976 826 1,698
(663) {533) (663) (534)
(19,668) (18190)  (19.668)  (18,190)
-{19,115) {16.747) {19,395}  (17,026)
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EHA - NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

1. Principal Accounting Policies 2010

The financial statements have been prepared in accordance wilh the Statement of Recommended Practice: Accaunting by Registered
Social Landlords (2008), the Regislered Social Landlords Accounting Requirements (Scolland} Order 2007 and with applicable
Accounting Standards. A summary of the more important Accounting Policies which have been applied consistently is sel out below.

Basis of Accounting
The financial statements are prepared on the historical cost basis of accounting.

Turnover

Turnover represents rental and service charge income, fees ang revenue based grants receivable from local authorities and The Scottish
Housing Regulator and Shared Equity Sales. Tenant service charges are levied on a basis intended to cover appropriate service cosls

each year.

Income from the sales of Shared Equity properties is recognised at the point of legal completion of the sale.

Liquid Resources

Liquid resources include cash at bank and short term deposits.

Private Finance

Private Finance loans are advanced by Private Lenders and Local Authorities under the terms of individual merigage deeds in respect of
each properly. Advances are available only in respect of those developments which have been given approval for Social Housing Grant

(SHG) by The Scottish Housing Regulator.

Tanglble Fixed Assets - Housing Properties (Note 12)

Housing properties for let are staled at cost. The cost of Shared Qwnership properties is shown net of the income from the sales of first
tranches. The development costs of housing properties funded with traditional SHG or under earlier funding arrangements include the

following:

¢  Cost of Acquiring Land and Buildings.
s  Developmeni Expenditure.
+ Interest and Other Costs Charged on the Mortgage Loans Raised to Finance the Scheme.

Development expenditure includes development administration costs incurred directly in relation to construction or acquisition of the
properly up to the value of the revenue grant received. Costs in excess of this grant are included in the operational costs of the

Association.

Development expenditure on completed properties also includes accruals for retentions, fees and other appropriate costs.

Expendilure on schemes which are subsequently aborted is writlen off in the year in which it is recognised that the schemes will not be
developed to complelion.

Works to existing properties (Major Repairs) are capitatised where the economic benefits of the additional works are in excess of the
standard of performance attained by lhe asset when it was first acquired, constructed or last replaced.

Donated Land {Note 12)

Land donated by local authorities is added to the cost at the market value of the land at the time of donation. An amount equivalent to
the market value is added to other grants.
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EHA - NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

Soclal Housing Grant (SHG) (Note 12}

For schemes developed under the ferms of the 1988 Housing Acl, SHG is paid direclly lo the Associalion as required, {o mest its
liabilities during the development process. SHG is repayable under centain circumstances primarily following the sale of property, but will
normally be resiricted to net proceeds of sale. SHG received is deducted from the cost of Housing Properties in the balance sheet.
Where SHG has been received in respect of revenus expenditure, it is credited to the Income & Expenditure Account in the same period
as the expenditure to which it relates.

Otfher Grants {Note 12)
Granls received from other bodies are included in the total of grants deducted from the cost of Housing Properties on the Balance Sheet.

Depreciation (Notes 12 and 13)

Freehold fand is not depreciated. Depreciation is charged so as lo write down the cost (nel of social housing and other granis} of
freehold housing properties other than freehold land to their estimated residual value on a straight tine basis over their expecied useful
economic lives at an annual rate of 2%.

The Association charges depreciation on its heritable property so as to write down the costs other than freehold land to their estimated
residual value on a straight line basis over their expecled economic lives at a rate of 2% per annum.

Other fixed assets are depreciated over their estimated useful lives, using the following rates and methods:

Furniture and Fittings 10% Straight Line Motor Vehicles 25% Straight Line
Other Equipment 20% Straight Line Information Technology 25% Straight Line

Shared Equity Home Ownership {(Notes 14 and 16)

Shared Equily transactions are grants received from HID (Scollish Government Housing and Investment Division) and passed on to an
eligible beneficiary. The Scottish Government {HID} has the benefit of a fixed charge on the property entitling The Scotlish Government
(HID) to a share of the proceeds on the sale of the property by the beneficiary. These are classified as investments and are carried at
historical cost with the linked finance cost (the grant received) being deducted from the gross amount of the Shared Equity asset.

Completed Shared Equity properties that are not sold or are work in progress are valued at the lower of cost and net realisable value.
Cost comprises of cost of land and construction. Net realisable value is based on estimated sale price after allowing for all further costs

of completion and disposal.
Sale of Housing Properties (Notes 12 and 15}

Properties are disposed of under the appropriate legisiation and guidance. Any grants received that cannot be repaid from the proceeds of
sale are abated and the grants removed from the financial statements.

Pensions {Note 23)

The Association participales in two industry wide defined benefits pension schemes. The regular pension cosi is charged to the Income
and Expenditure account and is based on the expected pension costs over lhe service lives of the employees. The assets of the
schemes are held separately from the Association in independently administered funds.

Leasing

Renlals paid and received under operating leases are charged and credited respeclively to income and expenditure on a straight line
basis over the term of the lease.

Designated Reserves (Note 21)
Designated reserves will be fransferred back in future periods to match expenditure charged to the Income and Expenditure Account.

»  Proactive Maintenance and Replacement

This fund represents the Associaion’s commitment to fulure labilities in relation to, expected future cyclical repairs, component
replacement and the replacement of large equipment items. This commitment is based on a life cycle model. In years where the
expenditure is greater than the income, transfer will be made from this fund.

+ Housing Services

This fund represents the Association’s commitment to provide service items including furniture and white goods funded through yearly
income sireams in periods in the future. In years where the expenditure is greater than the income, transfer will be made from this fund.
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EHA - NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

Ordinary Risk Reserves (Note 21)

The purpose of a risk reserve is to demonstrale that the Association can carry out certain aclivities that involve an element of risk and can
experience adverse outcomes up to the amounts in lhe reserve and therefore avoid these events impacting on the Revenue Reserve. It
is recognised that in most cases the negative impact of any event would have to be included in the Income and Expenditure Account.

The reserves and the events they represent are:

s« Acquisition Reserve
The purchase of land, without The Scotlish Housing Reguiator's prior approval, that does not get subsequent

approval,

+ Development Risk Reserve
Significant development costs in excess of those specifically covered by sources of income.

¢ Interest Fluctuation Reserve
Variable loans interest rates rise significantly higher than expected.

VAT
The Association is VAT registered. However a large proportion of the income, namely rents, is exempt for VAT purposes and therefare

gives rise to a partial exemplion calculation. Expenditure as a result is shown inclusive of VAT, There is a group VAT registration
scheme,

Subsidiary
Eildon Enterprise Limited is incorporated as a company limited by guarantee. Eildon Tweed Valley is incorporated under the Industrial

and Provident society. As per the arlicles these are lo be trealed as subsidiaries of the Housing Association. Consolidation has been
carried out using the full consolidation method.
Tax (Note 9)

The Associafion is recognised by the Inland Revenue as a charity for taxation purposes. This results in no liability to corporation tax in
the year.

The group incurs liability to pay Corporation Tax through its subsidiaries Eildon Enterprise Lid and Eildon Tweed Valley Housing
Association Ltd.
Shared Ownership Properfies

The first tranche of the Shared Ownership properties have not been disclosed separately in current assets as the amounts are not
considered material.

25




Financial Stalements for Year Ended 31 March 2010

HOUSiHO

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

2. Particulars of Turnover, Operating Costs and Operating Surplus or Deficit

GROUP

Social Lettings
Other Activitles
Total 2010

Total 2009

ASSOCIATION

Social Lettings
Other Activities
Total 2010

Total 2009

Notes

Notes

26

Turnover

£000

6,180
3,610
9,690
2,633

Turnover

£'000
6,180
3410
=9.590
—9.586

2010

Operating
Costs

£000
4,422
4,196

8,617
8379

2010

Operating
Costs

£000
4,422
4,101
8,623
8,336

Operating
Surplus/
(Deficit)
£7000
1,768

685
1,073

=1.254

Operating
Surplus/
(Deficit)
£'000
1,768
(691}
1,067

1251

2009
Operating
Surplus/
{Deficit}
£000
1,731

477

1,254

2009
Operating
Surplus/
{Deficit)
£000
1,731
(480)

—1.251
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

3. Particulars of Turnover, Operating Costs and Operating Surplus or Deficit from Social

Letting Activities

GROUP AND ASSOCIATION

Rent receivable net of service charges
Service charges

Gross income from rents and service charges
Less voids

Net income from rents and service charges

Grants from lhe Scoftish Ministers
Other
Subtotal — Non-rental income

Total turnover from social letting activities

Management and mainlenance admin costs

Service cosis

Planned & cyclical maintenance including major repairs
Reaclive maintenance cosfs

Bad debts — rents and service charges

Depreciation of sacial housing

Total operating costs for social letting activities

Operating Surplus for social leftings

Comparative Figures for 2009

General
Neads
Housling
£'000

1,845
313
774
493

(4)
439

27

2010 2009
Supporied Shared
Housing Ownership Total Total
Accom Housing

£'000 £000 £'000 £'000
363 199 6,790 5,355
137 4 424 378
500 203 6,214 5,733
6 0 59 38
494 203 6,166 5,695
- - 1) 6
1 20 34
1 1 25 40
—496 —204 -6,180 5,735
180 59 2,084 1,854
208 6 627 465
21 1 796 737
46 - 638 468
- 1 (3) 20
27 14 480 480
481 81 4,422 4004
414 1,768 1,731

—{60) 115 L1731
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Financial Statements for Year Ended 31 March 2010

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

8. Housing Stock

GROUP & ASSOCIATION
2010 2009
{Units) (Units)
The number of units of accommodation in management at the year end was:
General Needs 1,762 1,717
Shared Ownership 93 96
Supported Housing 142 142
1,887 _1.955
6. Surplus for Year
GROUP ASSOCIATION
2010 2009 2010 2009
£000 £000 £:000 £'000
Surplus for year is stated:
After charging:
Depreciation 720 565 720 565
External auditors remuneration 16 16 1 10
Internal auditors remuneration 10 6 10 6
Non audit remuneration (tax fee) 2 2 - -
Non audit remuneration (Baker Tilly) 4 - 4 -
Operating Leases Expenditure L&B 0 0 .0 0
And crediting
Income from Operaling Leases 34 20 34 20
BIG Lottery Grant for the Peer Mentering Service* 12 - - -
Gain on Disposal of Fixed Assels 104 a0 104 401
* £24,834 total Grant received from the BIG Loltery, £13,278 being deferred to next year.
7. Interest Receivable and Similar Income
GROUP ASSOCIATION
2010 2009 2010 2009
£000 £'000 £'000 £000
Bank Deposit Interest _3 49 | __ 47
8. Interest Payable and Similar Charges
GROUP & ASSOCIATION
2010 2009
£000 £'000
Interest payable 808 916
Release of premium {26} (25)
781 891
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

9. Taxation

ASSCCIATION
The Assochalion is recognised by the Inland Revenue as a charity for taxation purposes. This results in no liability to corporation

tax in the year.

GROUP

Analysis of the tax charge
The tax charge on the profit on ordinary activities for the year was as follows:

2010 2009
£000 £'000
Current tax __ 9 1
Tax on profit on ordinary activities —9 —1

in common with many other businesses of our size and nature we use our advisors lo prepare and submit returns to the tax
authorities.

10. Directors’ Emoluments

GROUP & ASSOCIATION

2010 2009

£000 £000
Aggregale amount of Officers emoluments in excess of £60k 268 64
Aggregate amount of Officers pensions, where emoluments exceed £60k 27 -
Emoluments (excluding pension contributions) of Chief Executive Cfficer 79 64
Total expenses reimbursed to Directors as not chargeable to UK income tax 5 2
The number of Directors whose emoluments (exctuding pension contribulion) paid were;

No. No.

£60k- £70k 3 i
£70k- £80k 1 -

The retiring CEO was not a member of the pension scheme.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

11. Employees

GROUP & ASSOCIATION
2010 2009
£°000 £'000
Salaries 3,417 3,200
Social Security Costs 244 226
Pension Cosls 352 353
4,013 3,779
No, No.
Average monthly number of employees (Full Time Equivalent)
Office based 81 79
Project based 65 66
Total 146 —145
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

12. Tangible Fixed Assets — Housing Properties

GROUP & ASSOCIATION
Completed Propertles Under
Construction
Shared
Held for Let Ownership Held for Let Total
£'000 £'000 £'000 £'¢00

COST
At 1 April 2009 101,123 3,806 7,298 112,227
Additions 95 - 11,463 11,558
Transfers 2,096 - {2,096) -
Disposal - (40} - {40}
At 31 March 2010 103,314 — 3,766 _ 16,665 123,746
TOTAL DEPRECIATION
At 1 April 2009 3.234 142 - 3,376
Charge 466 14 - 480
Disposals - - - -
At 31 March 2010 __ 3,700 156 - 3,866
Depreciated Cost 31 March 2010 _99,614 _ 3610 16,666 119,889
SHG
At 1 April 2009 72,159 2,740 6,401 81,300
Received in year 193 - 8,063 8,256
Transfers 3,061 - (3,061} -
Repaid in year - (35) - (36)
At 31 March 2010 16413 —2,706 —11,403 089,621
OTHER GRANTS
At 1 April 2009 3,570 19 670 4,269
Received in year - - 810 810
Transfers 302 - {302) -
Repaid in year - - - -
At 31 March 2010 3,872 — 19 1,178 — 5,069
Total Grants 31 March 2010 _79,285 2724 _12,681 94,590
Net Book Value at 31 March 2010 —20,329 —B86 . 4,084 —25,299
Net Book Value at 31 March 2009 22,160 905 227 23,292

Development administration costs capitalised amounted to £204K (2009 - £181K) for which Housing Association and Other
Development Grants amounting to £204k (2009 - £181k) were received in the year.

During the year the amount of works to existing properties that were capitalised was Enil (2009 - £ nil) out of a total spend
of £576 (2009 - £481k).
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Financlal Statemenls for Year Ended 31 March 2010

HousiNg

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

14. Fixed Asset Investment

GROUP & ASSOCIATION

Shared Equity Loans made to the Shared Home Owner

Shared Equity Grants

15. Gain on Disposal of Fixed Assets

GROUP & ASSOCIATION

Housling Properties

Net Proceeds

Less: Asset Cost

Accumulated Depreciation

Nei Gain on Sales of Housing Property
Gain on Disposal of Other Assets
Gross Gain on Sale

16. Work In Progress - Shared Equity
GROUP & ASSOCIATION

Cosl of Developing Properlies
Grant Received to Develop Properties

17. Debtors

Amounts falling due within one year:
Rental Debtors
Provision for Bad Debts

SHG Receivable

Other Debtors

Owed by Group Undertakings
Prepayments and Accrued Income

Shared Ownership

£'000

52

21

0

3

— 31

GROUP

2010 2009
£'000 £'000
299 292
{131) (171
168 121
1,605 385
432 830
14 12
—2,219 —1.348

34

2010 2009
£'000 £000
1,169 780

{1,169} (780}
Other Property Total
£'000 £'000
203 256
164 186
29 29
68 99
5 5
13 —104
2010 2009
£'000 £7000
1,709 1,602
{745) (946}
—_964 — 656
ASSOCIATION
2010 2009
£'000 £'000
299 292
(131) {171}
168 124
1,605 385
400 828
7 29
14 7
2,194 1370
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

18. Creditors — Amounts Falling Due Within One Year

GROUP ASSOCIATION

2010 2009 2010 2009

£000 £000 £'000 £'000
Housing Loans {Note 19} 553 533 b53 533
Accruals and Deferred Income 700 379 686 373
Rent in Advance 84 91 84 91
Trade Creditors 369 457 389 458
Other Creditors 989 189 989 189
Other Taxes and Social Security 167 137 130 119
Owed to Group Undertakings - - 11 -
Care & Repair Client Bank AC 226 183 - -

3077  _1969 2821 @ 1763

19. Creditors — Amounts Falling Due After More Than One Year

GROUP & ASSOCIATION
2010 2009
£000 £'000
Bank and Building Sociely loans 15,573 14,092
Local Authority and other loans 4 095 4,098

19,668 18,190

In 1997 the Associalion entered into two debenture linked loans with THFC due for repayment in December 2016 to the value of £3.9
million with an effective rate of approximately 7.4%.

Other loans are secured by specific charges on the Association's properfies and are repayable at varying rates of interest (average
5.8%), in instalments due as follows:

GROUP & ASSOCIATION
2010 2009

£:000 £'000
Due within 1 to 2 years:
Bank and Building Scciely loans 569 553

Local Authority and other loans - -
659 553

Due within 2 to 5 years:
Bank and Building Sociely loans 211 1,784

Local Authority and other loans - 1
2,111 1,785

Due after 5 years:
Bank and Building Society loans 12,903 11,755
Local Authority and other loans 4,095 4,097
16,998 15,852
.19,668 18,190

Financial Instruments

Due to the nature of the Association's business, the only financial risk the Board consider relevant to the Association is credit, cash
flow, interest rate and liquidity risk. The credit and cash flow risks are not considered significant.
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NOTES TC THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010
19. Creditors — Amounts Falling Due After More Than One Year (cont)

Interest Rate Risk

The financial risk management objeclives of the Association are to ensure that financial risks are mitigated by the use of financial
instruments where they cannot be addressed by means of contraclual provisions. The Association uses interest rate swaps to
reduce its exposure to interest rate movements. Financial instruments are not used for speculative purposes.

Liquidity Risk

The Association's liquidity risk is principally managed through financing the Association by means of long term borrowings.

Derivatives not included at fair value

Set out below is a comparison by category of carrying amounts and fair values of all of the Association's financial instruments that
are carried in the financial stalements at other than fair values:

2010 2009
Carrylng  Fair Carrying Fair
Amount Value Amount  Value
£ £ £ £
Financial liabilities
Long term borrowing 6,000 5,345 3,000 2,387
Interest rate swap - 6566 - 613

~6,000 _6,000 _3.000 _3.000

The fair values of the fixed rate borrowing and the interest rate swap have been calculated by discounting the fixed cash flows at
the prevailing interest rates at the year end.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

20. Revenue Reserves

GROUP ASSQCIATION
2010 2009 2010 2009
Revenue Reserve £'000 £'000 £'000 £000
At 1 April 2,024 1,877 1,974 1,831
Surplus for the year 390 812 393 808
Transfer to Designated Reserves (Note 21) (640) (665) (640} (665}
Transfer from Ordinary Risk Reserve (Note 21) 350 - 350 -
At 31 March 2,124 -2.024 2,077 -1.974
21. Designated and Ordinary Reserves
GROUP & ASSOCIATION
At 1 April Transfer Af 31 March
2009 to 2010
£'000 £000 £'000
Deslgnated Reserves
Proactive Maintenance and Replacement 8,249 628 8,877
Housing Services 515 12 527
8,764 __640 —9,404
Ordinary Risk Reserves
Acquisition Reserve 750 {250} 500
Development Risk Reserve 200 (65) 136
Interest Fluctuation Reserve 100 {35} 65
1050 360} —700
Total 9814 -—280 10,104

Transfers to the Proaclive Maintenance and Replacement Reserves reflect the Associafion's estimale of required future levels
of expenditure to finance future major repairs works on it properties. No restrictions are placed upon these reserves, but the
Board has designated their use for specific purposes. It is anticipated that major repairs costs of £3m will be incurred by Eildon
Housing Association over the next 3 years.

During the year the Board reviewed the use of the risk reserves and the requirement for designation and decided to reduce the
balances to nil over the next three years.

22. Commitments

GROUP & ASSOCIATION
2010 2009
£'000 £'000
Capital Commitments
Capital expenditure autherised but not contracted for _12,564 21,751
Capital expenditure that has been contracted for but has
nol been provided for in the financial stalements _8,802 _8,306

The amount conlracted for at 31 March 2010 will be funded from lcans approved by The Scotlish Housing Regulator, financed
from private loans or met from the Association's Reserves.

Operating Leases

At 31 March 2010, the Associalion had annual commitments under non-cancellable operaling [eases for Buildings which expire
within 2-5 years of £11k (2009 - £44K).
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

23. Pensions

Scottish Federation of HousIng Associations Pension Scheme

Eildon Housing Association Limited participates in the SFHA Pension Scheme. The SFHA Pension Scheme is a multi-employer
defined benefit scheme. The Scheme is funded and is contracted out of the state scheme.

The Scheme offers three benefit structures to employers, namely:

+  Final salary with a 1/60"™ accrual rate.
»  Career average revalued earnings with a 1/60" accrual rate.
o  Career average revalued earnings with a 1/70" accrual rate.

An employer can elect to operate different benefit structures for their active members (as at the first day of April in any given year)
and their new entrants. An employer can only operate one open benefif structure at any one fime. An open benefit structure is
one which new enfrants are able to join.

The Association has elected to operate the final salary with a 1/60" accrual rate benefit structure for active members as at 1 April
2009 and ihe final salary with a 1/60™ accrual rate, benefit structure for new entrants from 1 April 2009,

The Trustee commissions an actuarial valuation of the Scheme every 3 years. The main purpose of the valuation is to determine
the financial position of the Scheme in order to determine the level of fulure contribulions required so that the Scheme can meet

its pension obligations as they fall due.

The actuarial valualion 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 expecled future benefit payments using a discount rate calculaled by reference lo lhe
expecled future investment returns.

During the accounting period, 108 employers paid contributions at lhe rate of 15.4%. Member contributions were 7.7%.

As at the balance sheet date, there were 99 active members of the Scheme employed by the Association. The Association
continues to offer membership of the Scheme to its employees.

It is not possible in the normal course of events to identify the share of underlying assets and liabilities belonging to individual
participating employers. SFHA is a multi-employer scheme where the scheme assets are co-mingled for investment purposes,
benefits are paid from the total scheme assets, and the contribution rale for all employers is set by reference lo the overall
financial position of the scheme rather than by reference to individual employer experience. Accordingly, due to the nature of the
Plan, the accounting charge for the period under FRS17 represents the employer contribution payable.

The last formal valuation of the Scheme was performed as at 30 September 2005 by a professionally qualified actuary using the
Projected Unit Credit method. The market value of the Scheme's assels at the valuation date was £268 million. The valuation
revealed a shorifall of assets compared with the value of liabilities of £54 million (equivalent to a past service funding level of

83.4%).

The Scheme Aciuary has prepared an Actuarial Report that provides an approximate update on the funding position of the
Scheme as at 30 September 2008. Such a report is required by legislation for years in which a full actuarial valuation is not
carried out. The funding update revealed a decrease in the assets of the Scheme to £265 million and indicated an increase in the
shortfall of assets compared fo liabilities to approximately £149 millicn, equivalent to a past service funding leve! of 63.9%. Annual
funding updales of the SFHA Pension Scheme are cariied out using approximate actuarial techniques rather than member by
member calculations, and will therefore not produce the same results as a full actuarial valuation. However they will provide a
good indication of the financial progress of the scheme since the last full valuation.

Since the conlribution rates payable to lhe Scheme have been delermined by reference to the last full actuarial valuation the
following notes relate o the formal acluarial valuation as at 30 September 2006,

The current triennial formal valuation of the Scheme, as at 30 September 2009, is being undertaken by a professionally qualified
Actuary. The results of the valuation will be available in Autumn 2010.

38




EIL

Pt

1MOUS{HO

Financtal Statements for Year Ended 31 March 2010

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2010

23. Pensions {(cont)

The financial assumptions underlying the valuation as at 30 September 2006 were as follows:

%pa
Invesiment return pre retirement 7.2
Investment return post retirement 49

46

Rate of salary increases

Rale of pension increases
pension accrued pre 6 April 2005 26
pension accrued from 6 April 2005 22
(for leavers before 1 October 1993 pension increases are 5.0%)

Rate of price inflation 26

The valuation was carried out using the PAS2C2025 short cohort mortality table for non-pensioners and PA92C2013 short
cohort mortality table for pensioners. The table below illusirates the assumed life expectancy in years for pension scheme
members at age 85 using these mortalily assumptions:

Males Females
Assumed life expectancy in years at Assumed life expectancy in years at
age 65 age 65

Non-pensioners 216 24.4

Pensioners 207 23.6

The long-lerm joint conlribution rates required from employers and members to meet the cost of fulure benefil accrual were
assessed as:

Benefit structure Long-term joint confribution rate
(% of pensionable salaries per annum)
Final salary 60ths 17.8
Career average 60ths 14.6
Career average 70ths 12.6

If an actuarial valuation reveals a shorifall of assets compared lo iiabilities the Trustee must prepare a recovery plan setling
out the steps to be taken to make up the shorifall.

Following consideration of the results of the valuation it was agreed that the shortfall of £54 million would be dealt with by the
payment of additional contributions of 5.3% of pensionable salaries per annum with effect from 1 April 2008. It is the Scheme
policy that the joint contribution rate payable is split between employers and members in the ralio 2:1. Accordingly the joint
confribution rates from 1 April 2008 for each of the benefit structures is:

Benefit siructure Joint contribution rate (% of pensionable salaries per annumy)

Final salary 60ths 23.1 - comprising employer contributions of 15.4% and member confributions of 7.7%
Career average 60ths 19.9 - comprising employer contributions of 13.3% and member contributions of 6.6%
Career average 70ths 17.9 - comprising employer contribulions of 11.9% and member contributions of 6.0%

A small number of employers that have closed the Scheme lo new entrants are required to pay an additional employer
contribution loading of 3.5% to refiect the higher costs of a closed arrangement.

if the valuation assumptions are borne out in practice, this patlern of contributions should be sufficient to eliminate the past
service deficit, on an on-going funding basis, by 31 March 2020.

A copy of the recovery plan, setling out the level of deficit contributions payable and the period for which they will be
payable, must be sent to the Pensions Regulator. The Regulator has the power under Part 3 of the Pensions Act 2004 to
issue scheme funding direclions where it believes that the acluarial valuation assumptions and / or recovery plan are
inappropriate. For example the Regulator could require that ihe 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). The Regulator has reviewed the recovery plan for the SFHA
Pension Scheme and confirmed that, in respect of the September 2006 actuarial valuation, it does not propose to issue any
scheme funding directions under Part 3 of the Pensions Acl 2004,

The tolal SFHA pension cost for the Association was £350,300 (2009 - £340,074). Retirement benefits are accruing under
this scheme in respect of one Director. Best estimate of contribulions to be paid to the scheme in the next accounting period,

£366,430.
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23. Pensions {cont)

Contingent Liability if Elldon ceases to participate in the Scheme

Following a change in legislation in September 2005 there is a potential debi on the employer that could be levied by lhe 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 (calcutated on a buyout basis i.e. the
cost of securing benefits by purchasing annuily policies from an insurer, plus an allowance for expenses) with the assels of the
Scheme. If the liabilities exceed assels there is a buy-out debl.

The leaving employer's share of the buy-out debt is the proporticn of the Scheme's liability attributable to employment with the
teaving employer compared to the total amount of the Scheme's liabilities (relating to employment with all the employers). The
leaving employer's debt therefore includes a share of any 'orphan’ liabilities in respect of previously participating employers. The
amount of the debl therefore depends on many factors including tolal Scheme liablities, Scheme invesiment performance, the
liabilities in respecl of current and former employees of the employer, financial conditions at the time of the cessalion event and
the insurance buy-out market. The amounts of debt can therefore be volatile over time.

Efldon Housing Association Ltd has been notified by the Pensions Trust of the estimated employer debt on wilhdrawal from the
SFHA Pension Scheme based on the financial position of the Scheme as at 30 September 2006. As of this date the estimated

employer debt for Eildon Housing Association Ltd was £9,595k.
Scottish Public Penslons Agency Scheme

SPPA operates the Nalional Heallh Service Superannuation Scheme for Scofland, and certain other employees of the
Association are members of this scheme. The scheme is a notionally funded scheme.

The pension costs are assessed by a qualified actuary on the basis of five yearly valuations.

The most recent valualion of the scheme was at 31 March 1994 using a "prospective benefils’ valuation method. The main
actuarial assumptions underlying that valuation were as follows:

. Rate of return on asseis 8% per annum
. Rate of salary increases 6.5% per annum
. Rate of pension increases 5% per annum

The acluarial value of the scheme’s assels was £4,574 million (book value £3,161 million). The valuation disclosed a
balance of £934 million to be met by future contributions from employers. The scheme is an unfunded public service scheme
and it is therefore not possible o give a market value of the scheme’s notional assets. The aclual employers’ conlribution
rate being paid is 14% of pensionable salaries.

The total SPPA pension cost for the Associalion was £1,802 (2009 £4,303) per life span £1,204 spend required each year.

A liability for employers pensions contributions of £nil (2009 £ nil) is inciuded within Accruals and Deferred Income in
Note 18.

At the reporting date, the Associalion has no remaining members of SPPA Pension Scheme.

24, Legislative Provisions

Eildon Housing Association and Eildon Tweed Valley Housing Association are incorporated under the Industrial and Provident
Socielies Act 1965. Eildon Enterprise Ltd is a company limiled by guarantee incorporated under the Companies Act 1985.

25. Called Up Share Capital

GROUP ASSOCIATION
2010 2009 2010 2009
£ £ E £
Allotted, Issued and Fully Paid: Ordinary Shares of £1 each
At 1 April 251 315 244 308
Issued in year at par 3 10 3 10
Cancelled in year {48} (74) (48) (74)
At 31 March __208 251 199 244

The shares were allotted to individuals wishing to become members.

Each member of the Assccialion holds one share of £1 in the Association. These shares carry no rights to dividend or
distribution in the event of winding up. When a shareholder ceases to be a member, that person's share is cancelled and the
amount paid thereon becomes Ihe property of the Association. Each member has a right to vole at the members’ meetings.
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26. Related Party Transactions

Tenant Committee Members
During the year ended 31 March 2010 Mr M Clark and Mr H S Coyle were members of the Board of Management and
tenants of Eildon Housing Assoclation Limited. Each were issued with standard tenancy agreements and were awarded

tenancies in line with the Association's Allocation Policy. Under the Board of Management Code of Conduct, no tenant
members can use their position on the Board of Management o their own advantage.

Mr H S Coyle is an employee of City of Edinburgh Council and ceased (o be a tenant during the year.

Eildon Tweed Valley Housing Association

Eildon Tweed Valley Housing Association Limited {ETVHA) is a subsidiary of Eildon Housing Association Limited {(EHA). The
Committee of Management and all the shareholders of ETVHA are Board Members and shareholders of EHA,

Mr Nile Istephan, the Secretary and Chief Executive of EHA, is also Secrelary of ETVHA.

Duiing the year the following transaclions took place between the Associalion and Eildon Tweed Valley Housing Association
Limited: : )

2010 2009
£000 £000
Consultancy services provided to ETVHA 16 54

Donation from ETVHA to Eildon Trust __28
Amount due from ETVHA Limited at the year end - =

The ETVHA Balance Sheet and Income and Expenditure Account, with Eildon Housing Association and Eildon Enterprise
Limited make up the Group accounts financial statements (pages 19 - 22).

Eildon Enterprise Limited

Eildon Enterprise Limited (EEL) is a subsidiary of Eildon Housing Association (EHA). All shares of EEL are held by EHA and
the Board Members of EHA make up the majority on the EEL Board.

Mr Nile Istephan, the Secretary and Chief Execulive of EHA is also Secretary of EEL.

During the year the following transactions took place between EHA and EEL:

2010 2009

£000 £000

Consultancy services provided to EEL — 384 . 395
—T — 29

Amount due from EEL at the year end

The EEL Balance Sheet and Income and Expendilure Account, with Eildon Housing Association and Eildon Tweed Valley
Housing Assoctalion Limited make up the Group accounts financial statements (pages 19 - 22).
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