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Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Trustee induction and training

The Association provides relevant training as required for Board members, ranging from induction
training for new members to specific skills and topics, including attendance at conferences and
seminars.

A training needs analysis is developed for each individual Board member and these are updated on
a regular basis, including a personal training history and meetings held to discuss future personal
development and also specific training requirements. A programme of training is delivered annually
to meet any identified needs as well as to accommodate any legislative changes or current issues
which need to be brought to the Board’s attention.

A Board members’ Away Day is held annually. This gives the Board an opportunity to review its
structure and performance, how well the sub-committees are operating, the skills and experience of
its members and, amongst other things any weaknesses, together with the Association’s future overall
strategy.

Risk management

The Group has a formal risk management process which assesses business risks and implements
risk management strategies, which involves identifying the types of risk the organisation faces,
prioritising them in terms of potential impact and likelihood of occurrence and identifying ways of
mitigating risk each year. The Board has adopted a risk-based approach to internal controls.

The Group has a business continuity and disaster recovery plan in place, and an IT disaster recovery
plan.

The approach to effective risk management within the Group is one that aims to protect and support
achievement of our aims to provide sustainable and safe homes, and high quality services for
present and future generations in Fife.

The Group understands that the very nature of the services that we provide carries inherent risk and
we recognise the responsibility that we bear to make future decisions within a risk-based approach.
Effective risk management will ensure that we minimise negative impact and make informed
decisions on future opportunities.

Risk Management provides a strategic and comprehensive approach to the management of risk
across the organisation; acting as a critical driver for continuous improvement of our internal
controls and assessment of the impact of achieving our business plan objectives.

The Group’s risk management framework splits risks into either ‘Strategic’ or ‘Operational’. The
framework will:

* Continue to be integrated into our business planning;

= Magnify the positive, beneficial consequences of risk while acting to reduce the negative,
detrimental consequences;

= Apply to strategic, operational, projects and new business initiatives;
» Ensure risks are identified and mitigation strategies developed; and

= Include a strong assurance focus that supports the Board of Management and Audit and
Risk Committee in fulfilling their roles.
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Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Property

The Group has continued to make step changes to the organisation with key stages completed or
near completion, this process has provided the organisation with a strong foundation for growth. The
implementation of the new housing management and finance system will provide invaluable
information to provide an integrated plan for the period of the business plan and allow for multiple
scenario planning to provide flexibility and sustainability of finances.

We believe that a home should be safe, comfortable and sustainable and are, therefore, working
towards the achievement of the Energy Efficiency Standard for Social Housing (EESSH) by 2020. In
addition, we are upgrading fire and smoke detection systems in all of our properties following the
introduction of new legislation in the wake of the tragic fire at Grenfell Tower.

Tenants

We recognise the importance of providing high quality affordable homes and sustainable
communities, balanced with the costs of developing and maintaining homes to the standards
tenants expect and the affordability of rents. The competing principles do mean that sometimes
rents have to be in excess of what tenants would like to pay, however, the Group must balance the
needs of all the tenants over individuals. We will continue with our work on driving down costs in
order to assist with meeting rent affordability, the recent recruitment of more colleagues to deliver
the bathroom and kitchen replacement programme has resulted in significant savings therefore the
principle of creating in-house for certain activities will be extended to further reduce costs.

The Group values the input that tenants make to help improve our services and to understand what
our communities want. The way we engage with tenants and other customers has improved, for
instance our Community Café events, but we want to do more so we will be investing in our website

and systems to provide more ways for tenants to engage and also by making processes simpler,
more efficient and effective.

We will support the continued development of Resident VOICES, our scrutiny group, to increase the
numbers of tenants we talk to and ways to engage with interested tenants.

Development

We are proud of our most recent property development at Crombie creating 19 homes and this has
emphasised the need for the Group to further develop affordable, sustainable and high quality
homes for our tenants. The Group aims to develop a further circa 169 homes over the next four
years and will consider other opportunities to work in partnership with the Fife Housing Association
Alliance and developers to consider whether an accelerated programme is possible.
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Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Key Performance Indicators

The Group routinely reviews its progress against key performance targets set internally or by
regulating and legislative bodies. The selection of indicators below demonstrate our continued
progress in developing the business to meet the current and future needs of our tenants and other
customers:

FHG FHG

2018/19 2019/20 Change
Homes meeting the Scottish Housing i % =
Quality Standard 91.8% 92.1% +0.3%
Homes at or above the required Home
Energy Rating levels specified in the 99.4% 99.8% +0.4%
SHQS
Average length of time taken to
complete emergency repairs 1.8 houre 1.6 hours
Average length of time taken to
complete non-emergency repairs 9.1 aays 10.4 days
Repairs carried out in the last year 88.1% 85.8%

completed ‘right first time’
Repairs appointments kept 94.1% 90.6%
Properties that require a gas safety
record which had a gas safety check
and record completed by the
anniversary date

Tenants satisfied with the standard of
their home when moving in (tenants 89.6% 93.8% +4.2%
who moved in in the last year)
Tenants who had repairs or
maintenance carried out in the last 12
months, who are satisfied with the
service

100% 100% -

91.5% 93.1%

Partnership Working
The Group continues to work in partnership with a number of organisations, as follows:

» Fife Council and the other local housing associations to operate the Fife Housing Register
and the related Joint Allocations Policy.

e Fife Housing Association Alliance - as part of this grouping we work together to deliver
community initiatives and development opportunities throughout Fife.

» G8 alliance, who meet quarterly to benchmark, share good practice and discuss topical
housing related matters.

» HouseMark, which provides a benchmarking service, cost and performance comparisons
which assist with improvement and value for money.
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Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Financial review — Fife Housing Group

The Board is satisfied with the Group’s performance during the year. The Group has generated a
surplus for the year after taxation of £2,435,846 (2019 — deficit of £161,375). Total comprehensive
income for the year was £3,019,251 (2019 — £246,878)

Turnover increased by £460,930 and operating costs decreased by £1,108,068. The operating
surplus increased from £2,580,870 in 2019 to £4,149,868 in 2020.

The total surplus recognised in the Statement of Comprehensive Income increased from £246,878 in
2019 to £3,019,251 this year. Details of the movements are set out in page 18.

The surplus for the year has been transferred to revenue reserves. The Group’s net asset position
is now £5,159,974 (2019 - £2,140,716) after pension liability of £2,476,000 (2019 £3,561,000).

Covid-19 Impact

The Directors have assessed the potential implications for income, expenditure and commitments,
and the value of charity assets and liabilities. In making their assessment they have considered:

e Rental income as the major source of funds has not been materially affected by the virus
control measures or the economic conditions at the point of approving the accounts - any
future impact is likely to be on the timing of cashflows from changing source from individual
responsibility by the tenant to state-funded Universal Credit.

e The virus control measures have resulted in delays to carrying out reactive repairs and
planned works. The ability to perform these works in the future will in some cases be
dependent on contractors’ and suppliers’ ability to meet the expected increases in demand
following easing or lifting of control measures. Revised ways of working will need to be
implemented to ensure the safety of colleagues, tenants, contractors and suppliers which
may further reduce the ability to recover the position in the short term. It is not expected that
the delays will adversely impact on the organisations financial position in the medium to long
term.

e The majority of the current lending is on a fixed rate basis and therefore not subject to
interest rate fluctuations, the remainder could be affected by underlying economic conditions
which affect inflation, however the current lenders investment appetite for the housing sector
does not suggest any significant adverse impact on the ability to access funding for future
development plans. The current level of loan security gives the Group the ability to secure
additional properties to mitigate any significant changes to property values.

e The Group has two pension schemes in place, one of which is a defined benefits scheme.
The valuation of pension assets and liabilities may be affected by changes in financial
markets for shares and other securities and government bonds. Advice received from the
fund’s actuary is that although markets are volatile at the moment they do not expect the
long-term outlook to be so changeable however liabilities will depend on a number of factors
— the market, pay award assumptions and inflation assumptions. However, as these are all
measured at a point in time it is not possible to predict if the COVID-19 pandemic will have
an adverse impact.

o The group has no long-term non-cancellable commitments, there are a number of short term
contracts with initial contract period to quarter 2 of 2022, and the Group’s development
programme has not yet been contracted.

Going concern

After reviewing the detailed Statement of Comprehensive Income and Business Plan projections and
the revised terms and facility available from the bank and making such further enquiries as they
consider appropriate, the Board of Management is satisfied that the Association has adequate
resources to continue to operate for the foreseeable future. For this reason, it continues to adopt the
going concern basis in preparing the financial statements.
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Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Charitable donations

During the year the Association made charitable donations of £4,068 (2019 - £104), and did not make
any donation to a political party (2019 - £nil).

Reserves policy

The Association has no designated reserves.

Treasury Management

The Association operates in accordance with its Treasury Management Policy to ensure effective use
of the organisation’s cash flows and borrowings, and the effective control of the risks associated with
these activities.

The Association’s objective is to ensure it has appropriate funding facilities to enable it at all times to
have the level of funds necessary for the achievement of its business/service objectives.

Post Balance Sheet
The have been no balance sheet events that require disclosure.

Derivatives

The Association is not permitted to enter into speculative transactions with financial instruments. The
Association follows the guidance set out by the Scottish Housing Regulator. Any financial instrument
entered into by the Association is covered by an underlying loan.

As part of its Treasury Management Policy the Association had financial derivatives to achieve interest
rate certainty, as detailed in the table below:
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Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Statement of Board of Management’s Responsibilities

The Co-operative and Community Benefits Society Act 2014, and Registered Social Housing
legislation, requires the Board 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 period ended on that date. In preparing those financial statements the Board of Management
is required to:

= Select suitable accounting policies and apply them consistently;
= Make judgements and estimates that are reasonable and prudent;

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

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

The Board of Management is responsible for keeping proper accounting records which disclose with
reasonable accuracy the financial position of the Association and to enable it to ensure that the
financial statements comply with the Co-operative and Community Benefit Societies Act 2014, the
Housing (Scotland) Act 2010, the Registered Housing Associations Determination of Accounting
Requirements 2019 and the Statement of Recommended Practice 2018 for Registered Social
Housing Providers. It has general responsibility for taking reasonable steps to safeguard the assets
of the Association, and to prevent and detect fraud and other irregularities.

Disclosure of Information to Auditors
In so far as the Board of Management are aware:

e There is no relevant audit information (information needed by the company's auditor in connection
with preparing their report) of which the company's auditor is unaware; and

e The directors have taken all the steps that they ought to have taken to make aware of any relevant
audit information and to establish that the company’s auditor is aware of that information.

Board of Management’s Statement on Internal Financial Controls

The Board of Management acknowledges that it has ultimate responsibility for ensuring that the Group
and Association have in place a system of internal financial control that is appropriate to the business
environment in which it operates. These controls are designed to give reasonable assurance with
respect to:

= The reliability of the financial information used within the Group and Association or for publication;
* The maintenance of proper accounting records; and
= The safeguarding of assets against unauthorised use or disposal.

It is the Board of Management's responsibility to establish and maintain systems of internal financial
control. The system of internal control is designed to manage key risks and to provide reasonable
assurance that planned business objectives and outcomes are achieved. The Board has adopted a
risk-based approach to internal controls. 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 ongoing documentation of key systems
and rules relating to the delegation of authority which allow the monitoring of controls and restrict
the unauthorised use of the Group and Association’s assets;

12 | Page






Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Independent Auditor’s Report to the Members of Fife Housing
Association Limited

Opinion

We have audited the financial statements of Fife Housing Association Limited (the ‘Association’) and
its subsidiary (the ‘Group’) for the year ended 31 March 2020 which comprise the Group and
Association Statement of Comprehensive Income, the Group and Association Statement of Financial
Position, the Group and Association Statement of Cash Flows, the Group and Association Statement
of Changes in Equity and Notes to the financial statements, including a summary of significant
accounting policies. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards, including FRS 102. The Financial
Reporting Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted
Accounting Practice).

In our opinion the financial statements:

e give a true and fair view of the state of the Group and Association’s affairs as at 31 March
2020 and of the Group and Association’s income and expenditure for the year then ended;

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

e have been prepared in accordance with the Co-operative and Communities Benefit Societies
Act 2014, the Housing (Scotland) Act 2010, the Determination of Accounting Requirements
2019.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of
the Association in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require
us to report to you where:
¢ the Board of Managements' use of the going concern basis of accounting in the preparation
of the financial statements is not appropriate; or
o the Board of Management have not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the Association’s ability to continue to adopt
the going concern basis of accounting for a period of at least twelve months from the date
when the financial statements are authorised for issue.

Other information
The Board of Management are responsible for the other information. The other information comprises
the information included in the annual report, other than the financial statements and our auditor’s
report thereon. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise explicitly stated in our report, we do not express any form of assurance
conclusion thereon.
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Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Use of this report

This report is made solely to the Association’s members, as a body, in accordance with the Co-
operative and Communities Benefit Societies Act 2014. 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.

Wylie & Bisset (Audit) Limited, Statutory Auditor
Chartered Accountants

168 Bath Street

Glasgow G2 4TP

Date: ;2@/5 /é\_)
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Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Report by the Auditor to the Members of Fife Housing Association on
Corporate Governance Matters

Basis of Opinion

We carried out our review having regard to the requirements on corporate governance
matters within Bulletin 2009/4 issued by the Financial Reporting Council through enquiry of
certain members of the Management Committee and Officers of the Association and
examination of relevant documents. 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 reason given for non-compliance.

Opinion

In our opinion the Statement on Internal Financial Control on page 12 has provided the
disclosures required by the relevant Regulatory Standards within the publication “Our
Regulatory Framework” and associated Regulatory Advisory Notes issued by the Scottish
Housing Regulator in respect of internal financial controls and is consistent with the
information which came to our attention as a result of our audit work on the Financial
Statements.

Through enquiry of certain members of the Board of Management and Officers of the
Association and examination of relevant documents, we have satisfied ourselves that
the Board of Management's Statement on Internal Financial Controls appropriately
reflects the Association’s compliance with the information required by the relevant
Regulatory Standards in respect of internal financial controls contained within the
publication “Our Regulatory Framework” and associated Regulatory Advisory Notes
which are issued by the Scottish Housing Regulator in respect of internal financial
controls.

for and on behalf of Wylie & Bisset (Audit) Limited

Date:..@@?/& (o o
Chartered Accountants 168 Bath Street
Statutory Auditor Glasgow

G24TP
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Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Financial Statements:

Group Statement of Comprehensive Income for the year ended 31 March 2020

Turnover

Less: Operating expenditure
Operating surplus

(Loss) on disposal of fixed assets
Interest receivable

Interest payable and financing costs
Revaluation of investment properties

Surplus/(Deficit) for the year before taxation

Taxation
Surplus/(Deficit) for the year after taxation

Actuarial gain in respect of pension scheme
Fair value gain on property valuation
Fair value loss on financial liabilities

Total comprehensive income for the year

The Group's turnover and expenses for the period relate wholly to continuing activities.
The notes on pages 28 to 60 form part of these financial statements.

| Not'er

2a
2a

7
12a

13c

10a

25
13¢

2020

£
13,155,335

(9,005,467)
4,149,868
(29,498)

2
(1,801,001)

144,500

2,463,871

(28,025)

2,435,846

1,409,000
10,000
(835,595)

3,019,251

2019

£
12,694,405

(10,113,535)
2,580,870

(174,989)
48

(2,742,033)

198,500
(137,604)

(23,771)
(161,375)

219,000

189,253

246,878
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Fife Housing Association Limited

Report of the Board of Management
and Financial Statements
31 March 2020

Helen Boath
Derek Adam

Derek William Banks

Group Statement of Financial Position as at 31 March 2020

Fixed assets

Housing properties

' Loan Refinancing
Other fixed assets
Investment properties
Intangible fixed assets

Current assets

Stock
Trade and other debtors
Cash and cash equivalents

Current liabilities
Creditors: amounts falling due within one year
Net current assets

Total assets less current liabilities

Creditors: falling due after more than one year
Provision for liabilities

Pension liability

Other provisions

Total net assets

Capital and reserves

Share capital
Revenue reserve
Revaluation reserve

Total capital and reserves

Note

1
27
14a
13c
13a

16a

17

18

25
21

22

2020

77,987,871

966,158 |

797,022
4,951,000
889,148

85,591,199

40,247

904,943
4,442,519

(2,236,667) |
3,151,039

88,742,241

(81,020,024)

(2,476,000) |

(86,243)

5,159,974

96
(4,968,829)
10,128,707 |

5,159,974

2019

78,951,366 |
65,719 |
841,674
4,796,500 |
387,800

85,043,059

25,808 |
835,255 |
2,513,597

(2,583,746) |
790,914

85,833,973

(80,065,349) |

(3,561,000)
(66,908) |

2,140,716

89
(8,218,283)
10,358,910

2,140,716

The financial statements on pages 18 to 27 were approved by the Board of Management and
authorised for issue on 14 September 2020 and were signed on its behalf by:

Secretary/Trustee

The notes on pages 28 to 60 form part of these financial statements.

Audit Committee Convener
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Association Statement of Financial Position as at 31 March 2020

2020 2019
Note | £ £
Fixed assets
 Housing properties 11 77,987,871 78,951,366
' Loan Refinancing 27 966,158 65,719
Other fixed assets 14b 797,002 | 841,507
Investment properties 13d 130,000 | 120,000
Investment in subsidiary 13b 1] 1|
_Intangible assets 13a 889,148 | 387,800
80,770,180 80,366,393
Current assets
| Stock 40,247 | 25,809 |
| Trade and other debtors 16a 906,596 837,129
- Debtors : falling due after more than one year 16b 3,795,000 3,795,000 |
Cash and cash equivalents 4,297,868 | 2,388,680
9,039,711 7,046,618
Current liabilities
- Creditors: amounts falling due within one year 17 (2,212,340) ( (2,551,168)
- Net current assets 6,827,371 4,495,450
Total assets less current liabilities 87,597,551 84,861,843
Creditors: falling due after more than one year 18 (81,020,024) (80,065,349)
- Provision for liabilities
Pension liability 25 (2,476,000) (3,561,000)
Total net assets / (liabilities) 4,101,527 1,235,494
Capital and reserves
' Share capital - 22 96 89
'Revenue reserve (6,027,276) | (9,123,505)
Revaluation reserve 10,128,707 10,358,910
Total capital and reserves 4,101,527 1,235,494

The financial statements on pages 18 to 27 were approved by the Board of Management and
authorised for issue on 14 September 2020 and were signed on its behalf by:

Helen Boath Chair -

Audit Committee Convener

Derek Adam

Derek William Banks Secretary/Trustee

The notes on pages 28 to 60 form part of these financial statements.
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Group Statement of Changes in Reserves

Balance at 1 April 2018

Surplus for the year
Actuarial gain in respect of
pension scheme

Fair value gain on financial
liabilities

Issued share capital
Redeemed share Capital

Transfer in Year

Balance as at 31 March 2019

Surplus for the year

Actuarial gain in respect of
' pension scheme

Fair value gain on investment

property

Fair value (loss) on financial
liabilities

Issued share capital
Redeemed share capital

Transfer in Year

Balance at 31 March 2020

Share
capital

3
85

96

Income and

expenditure
reserve

e

(8,661,874)

(194,866) |

219,000

189,253

230,204

(8,218,283)
2,435 846 |
1,409,000

10,000

(835,595)

230,203

(4,968,829)

Revaluation
reserve

3
10,589,114

(230,204)

10,358,910

(230,203)

10,128,707

Total

|

£
(1,927,325)

(194,866)
219,000

189,253

2,140,716
2,435,846
1,409,000
10,000
(835,595)
7|

5,159,974
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Group Statement of Cash Flows for the year ended 31 March 2020

Operating activities
Cash generated from operating activities
Income taxes paid

Net cash generated from operating activities

Cash flow used in investing activities

Purchase of tangible and intangible fixed assets

Proceeds from sale of tangible fixed assets
Grants received
Interest received

Loan Refinancing

Net cash used in investing activities

Cash flow used in financing activities
IntéfeSt paid

Net cash used in financing activities

Net increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

[ 11, 13, |

2020

_ Notes £.

A 6,628,367

(2,074)

6,626,292

14
12 | 35,277

°o 2

(900,439)

(3,041,217)

(1,656,154)

(1,656,154)

1,928,922

2,513,597
4,442,519

(2,176,056)

2019

4,672,982
(1,507)

4,671,475

(2,940,776)

38,100 |

48
(65,719)

(2,968,347)

4

(2,674,209)
(2,674,209)

(971,081)
3,484,678
2,513,597
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31 March 2020

Association Statement of Cash Flows for the year ended 31 March 2020

Net cash generated from operating activities
Income Taxes Paid
Gift Aid

Net Cash Generated from Operating Activities

Cash flow used in investing activities

Purchase of Tangible and Intangibles Fixed Assets

Proceeds from sale of tangible fixed assets
Grants received

Interest received

Loan Refinancing

Loan Repayment

Net cash used in investing activities

"Cash flow used in financing activities
| Iinterest paid
New secured loans

Net cash used in financing activities

Net increase/(decrease) in cash and cash
equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

2020
Notes £
B 6,487,378
(2,074) ‘
6,485,303

11,13,14 | (2,176,056)

1206 | 35277

o | 121,267
(900,439)

(2,919,962)

: (1,656,154)

(1,656,154)

1,909,188

2,388,680

4,297,868

2019
3
4,513,969
(1,507)
33,495
4,545,957

(2,940,776) |
38,100 |
120,954
(65,719)

(2,847,441)

(2,674,209)

(2,674,209)

(975,693)
3,364,373
2,388,680







Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Notes to the Financial Statements

1. Accounting Policies

Legal status

Fife Housing Association Limited is registered in Scotland under the Co-operative and Community
Benefit Societies Act 2014 No. 2476R(S) and is a registered Scottish charity No. SC025647. The
Association is registered with the Scottish Housing Regulator under the Housing (Scotland) Act 2010
No. HAL295.

The address of the Company’s registered office and principal place of business is 7 Pitreavie Court,
Pitreavie Business Park, Dunfermline, Fife, KY11 8UU.

The Association’s principal activities are set out in the Report of the Board of Management. The nature
of the Associations operations is also provided in the Report of the Board of Management.

Fife Housing Association Limited is a Public Benefit Entity, whose liability is ‘Limited by Shares’.

Basis of accounting

These financial statements have been prepared in accordance with UK Generally Accepted
Accounting Practice (UK GAAP) including FRS 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland” (“FRS 102"), the Housing SORP 2018 “Statement of Recommended
Practice for Registered Housing Providers” and they comply with the Determination of Accounting
Requirements 2019, and under the historical cost convention, modified to include certain financial
instruments at fair value.

The financial statements are prepared in Sterling (£). Monetary amounts in these financial
statements are rounded to the nearest £.

The financial statements have been prepared on the historical cost basis, except for the revaluation of
certain properties and financial instruments. The principal accounting policies that have been applied
consistently to all periods presented in these financial statements are set out below.

Basis of consolidation

The accounts consolidate the results and net assets of the Association’s wholly owned subsidiary
company, PACT Enterprises Limited (a company limited by shares and registered in Scotland -
company number SC375254), using acquisition accounting. Profits or losses on intra-group
transactions and intra-group balances are both eliminated in full.

Going Concern

The financial statements have been prepared on a going concern basis. The Board has assessed the
Group and Association’s ability to continue as a going concern by taking into account the financial
position of the Association and the impact of any perceived weakness on viability and considered the
results of the annual modelling exercise of the 30-year financial projections and sensitivity analysis,
along with the availability of funding at affordable rates of interest.
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Notes to the Financial Statements
1. Accounting Policies (continued...)

Shared ownership properties are split proportionally between fixed assets and current assets based
on the element relating to expected first tranche sales. The first tranche proportion is classed as a
current asset and related sales proceeds are included in turnover. The remaining element is
classed as a fixed asset and included in housing properties at cost, less any provisions needed for
depreciation or impairment. Where the first tranche has been sold prior to the acquisition of the
properties, these are included in fixed assets only.

Depreciation of housing properties
Freehold land or assets under construction are not depreciated.
The Association separately identifies the major components of its housing properties and charges

depreciation so as to write-down the cost of each component to its estimated residual value, on a
straight line basis over the following years:

Comgponent gzg:::)lmic Life
Land Not applicable
Main structure 50 years
Roof 40 years
Render 35 years
Doors 30 years
Kitchen 15 years
Bathroom ' 30 vyears
Heating . 18 years

~ Windows 30 years
Rewiring 40 years

The Stock Transfer Properties (LSVT) were acquired from Scottish Homes in 1997. It has been
assumed that the short life value of components were “nil” or fully written down at the date of
transfer due to the stock condition and reflected in the transfer price. The only components that
were transferred with value were the land and main structure.

Turnover and revenue recognition

Turnover comprises rental and service charge income receivable in the period, other services
provided at the invoice value (excluding VAT) and grants receivable in the period.

Rental income is recognised from the point when properties under development reach practical
completion or otherwise become available for letting, net of any voids.

Income from first tranche sales and sales of properties built for sale is recognised at the point of legal
completion of the transaction.

Revenue grants are receivable when the conditions for receipt of agreed grant funding have been
met. Charges for support services funded under Supporting People are recognised as they fall due
under the contractual arrangements with administering authorities.
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Notes to the Financial Statements
1. Accounting Policies (continued...)

Capitalisation Policy

The Association capitalises all assets over £500, these could be depreciated at various rates as
outlined in these policies.

Other tangible fixed assets

Tangible fixed assets are initially measured at cost and are subsequently measured at cost, net of
deprOeciation and any impairment losses. Depreciation is provided on all tangible fixed assets, other
than freehold land and investment properties, at rates calculated to write off the cost or valuation of
each asset to its estimated residual value over its expected useful life, as follows:

Office properties - 7 ZI’A; |
Computer and equipment | 20% |
Furniture, fittings and office equipment 10% |
White goods supplied to investment properties » 20% |
| Vehicles | 20% |

Residual value is calculated on prices prevailing at the reporting date, after estimated costs of
disposal, for the asset as if it were at the age and in the condition expected at the end of its useful
life.

Intangible fixed assets (other than goodwill)

Intangible fixed assets are initially measured at cost and are subsequently measured at cost less
accumulated amortisation and accumulated impairment losses. Intangible fixed assets are amortised
to profit or loss on a straight-line basis over their useful lives as follows:

Computer software | 20%

Impairments of fixed assets

An assessment is made at each reporting date of whether there are indications that a fixed asset
(including housing properties) may be impaired or that an impairment loss previously recognised has
been fully or partially reversed. If such indications exist, the Registered Social Landlord estimates the
recoverable amount of the asset.

Shortfalls between the carrying value of fixed assets and their recoverable amounts, being the
higher of fair value less costs to sell and value-in-use of the asset based on its service potential, are
recognised as impairment losses in the income and expenditure account.

Recognised impairment losses are reversed if, and only if, the reasons for the impairment loss have
ceased to apply. Reversals of impairment losses are recognised in income and expenditure. On
reversal of an impairment loss, the depreciation or amortisation is adjusted to allocate the asset’s
revised carrying amount (less any residual value) over its remaining useful life.
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1. Accounting Policies (continued...)

Deposits and liquid resources

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

The interest is charged to income and expenditure so as to produce a constant periodic rate of interest
on the remaining balance of the liability.

Operating leases

All leases are operating leases and the annual rentals are charged to income and expenditure on a
straight line basis over the lease term.

Employee benefits

The costs of short-term employee benefits are recognised as a liability and an expense.

Employees are entitled to carry forward up to five days of any unused holiday entitlement at the
reporting date. The cost of any unused entitiement is recognised in the period in which the employee’s
services are received. The total at the end of each year is now included within creditors.

The best estimate of the expenditure required to settle an obligation for termination benefits is
recognised immediately as an expense when the FHG is demonstrably committed to terminate the
employment of an employee or to provide termination benefits.

Retirement benefits

The Association participates in the Fife Council Superannuation Fund, which is a defined benefit
pension scheme providing benefits based on final pensionable salary, the cost of providing benefits is
determined using the projected unit credit method. From 1 April 2019 the scheme was closed to new
employees, however they are able to contribute to a defined contribution scheme through National
Employment Savings Trust (NEST).

Pension asset/Liability

The net defined benefit asset/liability represents the present value of the defined benefit obligation
minus the fair value of plan assets out of which obligations are to be settled. Any asset resulting from
this calculation is limited to the present value of available refunds or reductions in future contributions
to the plan.

The rate used to discount the benefit obligations to their present value is based on market yields for
high quality corporate bonds with terms and currencies consistent with those of the benefit
obligations.

Gains or losses recognised in other comprehensive income are:
. Actuarial gains and losses; and

] The difference between the interest income on the plan assets and the actual return on the
plan assets.
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Notes to the Financial Statements
1. Accounting Policies (continued...)

Borrowings

Borrowings are initially recognised at the transaction price, including transaction costs, and
subsequently measured at amortised cost using the effective interest method. Interest expense is
recognised on the basis of the effective interest method and is included in interest payable and
other similar charges.

Provisions

Provisions are recognised when the Registered Social Landlord has an obligation at the reporting
date as a result of a past event which it is probable will result in the transfer of economic benefits
and that obligation can be estimated reliably.

Provisions are measured at the best estimate of the amounts required to settle the obligation.
Where the effect of the time value of money is material, the provision is based on the present value
of those amounts, discounted at the pre-tax discount rate that reflects the risks specific to the
liability. The unwinding of the discount is recognised within interest payable and similar charges.

2a. Particulars of turnover, operating costs and operating surplus or deficit - Group

| 2020 2019
Operating Operating Operating
Turnover | Costs | Surplus Surplus |
_ . £ £ £ | £
Affordable (Note 3)
lettings/activities | eiaAcA  Sm0oa 3,933,343 2,360,552 |
Other activities » (Note 4a) . 441,151 224,626 | 216,525 220,318
Total 13,155,335 9,005,467 4,149,868
Total 2018/19 12,694,405 10,113,535 2,580,870

2b. Particulars of turnover, operating costs and operating surplus or deficit -
Association

7 2020 2019
Operating Operating Operating
Turnover | Costs | Surplus  Surplus/Deficit
_ £ £ £ L
Affordable (Note 3)
lettings/activities | | 12,714,184 ' 8,780,841 | 3,933,343 | 2,360,552
Other activities , (Note 4?) . 143175 82,581 60,594 82,697
Total 12,857,359 8,863,422 3,993,937
Total 2018/19 12,405,279 9,962,030 2,443,249
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Fife Housing Association Limited
Report of the Board of Management
and Financial Statements

31 March 2020

Notes to the Financial Statements

5. Employee information

The average monthly number of
persons, including key management
personnel, employed during the period
(Full Time Equivalent) was:

Office
Maintenance services
Total

Office

Wages and salaries
Redundancy costs
Social security costs

Pension costs (Note 25)

Adjustment to past / current service
costs

Temporary employee costs
Sub-total

Maintenance Services Department
Wages and salaries

Reduﬁc]énéy costs

Social éecurity costs

Pension costs (Note 25) 7

Adjustment to past/current service costs '
Temporary employee costs [

Sub-total

Total

Wages and salaries

Redundancy costs

Social security costs

Pension costs (Note 25)
| Adjustment to bast/i:urrent service costs |
' Temporary employee costs |

Total employee costs

2020
403 |

26.2

66.5 |

1,312,373

129,469

570,882

59,725

2,072,449

678,065

58,037
119,104

909,630

1,990,438

187,506
689,986

114,149:

2,982,079

Group

2019

43.0

18.0

61.0

1,356,361

131,292

374,670 '.

226,000

88,677

2,177,000

539,577

50,467

127,407

164,336

881,787

1,895,938

181,759
502,077

226,000

253,013
3,058,787

Association

2020
40.3 |

26.2
66.5 |

| 1,312,373 ]

129,469
570,882

59725

2,072,449

678,065
58,037
119,104

54,424 |
909,630

1,990,438

187,506 |

689,986

114,149
2,982,079

2019
43.0
18.0
61.0

1,356,361 |

131,292
374,670
226,000

88,677

2,177,000

539,577
50,467
127,407

164,336
881,787

1,895,938
181,759
205,000

226,000
253,013

3,058,787
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Notes to the Financial Statements

7. Operating surplus

7 Groupj
2020 2019
£ £
.70perating surplus is stated after charging: |
'Depreciation of housing properties (note 11) 2,504,419 2,449,616‘
Depreciation of other assets (note 14) | 37,502 29,020'
'Amortisation of intangible assets (note 13a) | 48,586A 66.360‘
;\lljlccjiilttg:'ss remuneration in their capacity as 17,851 | 31 ,6054
Q:r(\’/litc(:ier ss remuneration in respect of other 6.407 | 8.73 44
Operating lease rentals 141,086 75,922
8. Interest payable and similar charges
| Group|
2020 2019
£ £
Interest arising on: |
Long term bank loan 1,706,560 2,647,033
Other interest payable 94,441 95,000
Total 1,801,001 2,742,033
9. Interest receivable and other income
| Group|
2020 2019
£ £
Interest arising on: | |
Group Interest ' 4 |
Other interest receivable | | 48 L
Total 48

o Assiociationv
2020. 2019A
£ £

2,504,419| 2,449,616

37,354/ 28,418
48586| 66,360
12,570, 26,539
4,500 6,874 |
141,086 75,922
- Association
2020 2019,

£ £.‘
1,706,560 2,647,033
94 441 95,000
1,801,001 2,742,033
) 7§s_sociatipnj

2020 2019,

£ £
121,255 120,906 |
2 48]
121,257 120,954 |
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10b. Taxation - Association

Tax on surplus on ordinary activities

Analysis of charge in period

Current Tax

UK Corporation tax
Total current tax charge

Deferred Tax
- Timing differences, origination and reversal (note 21)

Tax on profit on ordinary activities

Reconciliation of tax charge

Surplus for the year before taxation

Tax on surplus at standard rate of corporation tax of 19%
Association deficit/(surplus) not subject to tax
Income not subject to tax W
| Chargeable gains
Other items not allowable for taxation
Adjustments in respect of previous periods
| Adjustments for different rates of taxation on deferred tax

Tax charge for the year

2020

2074

2,074

2,074

2020 |

2,284,695

434,092
436,166

2019

2,011
2,011

2,011
2019

£

(352,794)

(67,031)
69,042

2,011
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12b. Gain on disposal of assets - Association

387,800 |

Other
Right to fixed Housing Total Total
Buy Sales | assets | Land properties 2020 2019
£ £| £ | £ | | £ £
Proceeds - 35,277 - - 35,277 38,100
Expenses - (3:850) i - (3.850) ]
Cost of sale | N - - - @217
Abortive costs - N | - | - I 765} |
Disposals N (759) . (60,166)  (60,025) (210,722)
SFin or (Laposs - 30,668 . (60,166)  (29,498) (174,964)
13a. Intangible fixed assets - Group and Association
Total |
3
Cost
As at 1 April 2019 835,858 |
Additions 550,693
' Disposals (104,002) |
Transfers to Fixed Assets -
' As at 31 March 2020 1,282,549
Amortisation |
‘Asat1April 2019 448,058
Charge for year 48,586
Disposals (103,243) |
Transfers to Fixed Assets -
As at 31 March 2020 393,401
Net Book Value as at 31 March 2020 889,148 |
Net Book Value as at 31 March 2019
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13d. Fixed assets - investment properties — Association

Commercial
Property
-
As at 1 April 2019 B 120,000 |
Additions B -
Revaluation 10,000 |
Transferred from current assets -
Disposals e ‘
As at 31 March 2020 130,000
As at 31 March 2019 120,000

A desktop valuation was carried out by Shepherds Commercial, an external valuer, as at 31 March
2020. The basis of the valuation is Open-Market Value with the assumption of vacant possession.
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16b. Debtors Group Association
2020 2019 2020 2019
£ £ £ £

Amounts falling due after more than one year:
Intercompany loan to Subsidiary - = 3,795,000 3,795,000
Total - - 3,795,000 3,795,000

The Intercompany loan is an approved facility of £3.9million of which £3.9million has been drawn
down and £105k repaid in previous years. The loan is fully repayable by March 2047. Interest is
charged at LIBOR plus 2.5% in the current financial year

17. Creditors: Amounts falling due within one year

Group Association
2020 2019 2020 2019

£ £l | £ £
Loan interest payable 206,960 289,163 206,960 289,163
Accruals and deferred income 122,436 230,884 114,267 219,728
Holiday pay 64,762 58,431 64,762 58,431
Rent in advance 538,795 514,219 534,111 510,089
Trade creditors 554,269 651,341 549,323 637,474
Taxation and social security ‘ 121,679 73,826 121,679 73,649
Corporation tax ' 8,612 5,301 1,996 2,011
Intercompany creditors ‘ =) ] -| 86 43
Other creditors 7 94,578 236,442 94,580 236,441
Deferred capital grants (note 20) 524,576 524,139 524,576 524,139
Total 2,236,667 2,583,746 2,212,340 2,551,168
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20. Deferred capital grant

As at 1 April
Grant received in the year

Capital grant written off on disposal

Capital grant released in the year
At 31 March

Amounts to be released within
one vear

Amounts to be released in more

than one year
Total

21. Provisions - Group

As at 1 April 2019
_ Utilised in the year

2020
£
23,824,035

(524,576)
23,299,459

524,577

22,774,882

23,299,459

Group
2019
£

24,348,174

(524,139)
23,824,035

524,139

23,299,896
23,824,035

Defer-lled Tax

£

66,908

Additional provision in the year
Transferred to creditors in the year
As at 31 March 2020

19,335

86,243

22. Called up share capital - Group and Association

2020

Allotted, issued and fully paid at 1 April 2019

Issued in period
Redeemed in period
At 31 March 2020

£
89,
7

96

2020
£
23,824,035

(524,576)
23,299,459

524,577

22,774,882

23,299,459

2019

£

85

4

89

Association

2019
£
24,348,174

(524,139)
23,824,035

524,139
23,299,896
23,824,035

Each member of the Association holds one share of £1 in the Association. These shares carry no
rights to dividend or distributions on winding-up. When a shareholder ceases to be a member the £1
paid becomes the property of the Association.

Members are eligible to stand for election to the Board of Management and can vote for candidates at

the Annual General Meeting.
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25. Pensions - Group and Association

The Association is an admitted body to the Fife Council Superannuation Fund which is a defined
benefit pension scheme providing benefits based on final pensionable salary. Contributions to the
fund are determined by the scheme’s actuary based on the last formal valuation at 31 March 2014
and are charged to the Income and Expenditure Account as they are incurred as required under
FRS102, section 28. The pension costs for the period were £689,986 (2019 - £502,077).

The fund is actuarially valued on a triennial basis with the most recent being at 31 March 2017. Fife
Council Superannuation Fund benefits are linked to price inflation and salary inflation and the real
discount rate applied to changes in assumptions on liabilities.

There has been an improvement in the statement of financial position this year. The change in
market conditions has led to a higher discount rate. The real discount rate in 2020 was 2.45%
compared to 2.55% as at 31 March 2019. A higher real discount rate leads to a lower value being
placed on the liabilities and asset returns have been lower than expected.

The actuary-recommended employer’s contribution rates is 26.2% of employees’ pensionable
payments for the year to 31 March 2020

Assumptions

The principal assumptions used by the independent qualified actuary in updating the most recent
valuation to 31 March 2020 for FRS102, section 28 purposes were:

Valuations

2020 2019 2018 2017 2016 2015 - 2014
% % % % % %
Discount rate | 245] 26| 27| 26| 35| 32| 43|
' Consumer Price / Retail Price Inflaton ~ 1.95 2.4 10/ 10| 22 24| 28]
Rate of increase - pensions in payment =~ 1.95 24 24 | 24| 22| 24| 28
Salary increases* 200 29 29 282 7 3.3 | 33| 5.1

* Salary increases are assumed to be 2% until 31 March 2020 and reverting to the long-term
assumption thereafter.

The expected rate of return and the assets in the scheme at 31 March 2020 were:

2020 2019
Long term % split of Long term % split of
 rate of return | assets rate of return assets
Equities ‘ 3.3 70% 7.3 74% |
Bonds 3.3 16% 73] 13%
Property ‘ 3.3 | 9% 73 8%
Cash | 3.3 | 5% 7.3 5%

The above asset values at 31 March 2020 are at bid value as required under FRS102, Section 28.
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25. Pensions - Group and Association (continued...)

Reconciliation of defined benefit obligation

Opening defined benefit obligation
Current service cost
Interest cost
' Contributions by members
| Actuarial (losses) / gains
' Past service costs
Impact of settlements and curtailments
Estimated benefits paid
Closing defined benefit obligation

Reconciliation of fair value of employer assets

' Opening fair value of employer assets
Exbécted return on assets
Contributions by members
Contributions by employer
Actuarial (losses) / gains
A Benefits paid
Closing fair value of employer assets

31 March 2020

£'000
18,458

735

477
127
(2,290)

0 '

0

(380) |

17,127

31 March 2020 |
£000

14,897

383

127

505
(881)

(380)
14,651

Amount recognised in Statement of Comprehensive Income

2020

£000
Actual return less expected return on pension (881)
scheme assets '
Change in assumptions underlying the present 2 290
value of scheme liabilities ' ‘
Actuarial gains / (losses) 1,409
Increase/decrease in irrecoverable surplus from 0 ‘
membership fall and other factors I
Actuarial gains / (losses) recognised in OCI 1,409
Cumulative actuarial (losses) (1,073)

2019

£000
640

(421)
219 |

219

2018 |
£000
(157)

736

579

579

(2,482) (2,701)

| 31 March 2019

£'000 |
17,081
684
467
121 |
421
45
(361)
18,458 |

31 March 2019

~_E000
13,664
372
121
461
640
(361)
14,897
2017 2016
£000 £000
1,956 (330)
(2,881) 1,413
(925) 1,083
(925) 1,083
(3,280)  (2,355)
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27. Loan Refinancing

The Group executed new loan arrangements on 31 July 2019 for £65m, the funds have been
used to repay previous loans and cancel hedging arrangements removing the inherent risk of
these types of financial instruments. The reduction in the interest payable will further support
the growth and development of the Group.

The cost of the refinancing will be amortised over the loan period (10 years) with charges being

reported within the Statement of Comprehensive Income, with the balance reported as a fixed
asset.
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