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GOVAN HOUSING ASSOCIATION LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31 MARGH 2018

Review of Business and Future Developments

Introduction

The Management Committee present their Annual Report together with the audited accounts for the year
ended 31 March 2018. These accounts cover the year 1 April 2017 to 31 March 2018,

Principal Office and Registered Address

35 McKechnie Street
Govan

Glasgow

G51 3AQ

Legal Status
Govan Housing Association Limited ("the Association”) is a registered non-profit making organisation under
the Co-operative and Community Benefit Societies Act 2014 No.1686R(S). The Association is governed under
its Rule Book. The Association is a registered Scottish Charity with the charity number SCO09055.
Principal Activity
Govan Housing Association is an ambitious, forward thinking and dynamic ‘not for profit’ social housing
provider. The Association itself possesses a rich history and one of development and innovation. Founded in
1971, the Association was the first community-based housing provider, leading the way for social housing
provision in Scotland. After over 47 years of operating in the housing sector, the Association now owns and
manages over 1,600 socially rented properties and provides factoring services to over homes and businesses
in the Govan area of Glasgow as well as taking an active role in the regeneration of the area and continuing to
improve the quality of life of residents.
We have continued to develop our vision, our values and our strategic and operational outcomes for the
Association in the year. We recognise that to deliver our vision and deliver it well, we need to be open to
change to meet the diverse needs of the wider community and the political, social and economic environment
our business and our residents currently operate in.
Our vision is
To provide, manage and maintain, affordable housing for people in housing need whilst aiming
to be an innovative and responsive organisation, playing a leading role in the regeneration of
Govan and continuing to improve the quality of life of our residents.

The strategic outcomes we want to achieve during the period of our current business plan will help us fo
realise our vision and are as follows:

1. Maximise value, embrace digital solutions and streamline our processes.

2. Cultivate a culture of responsibility and value for money in the delivery of all our services.

3. Increase the number of homes we own and build to maximise our financial strength.

4. Support our people to deliver organisational objectives and improve our employee’s working lives.

5. Devlilopfortfjr regeneration strategy and empower local people to achieve their potential and improve their
quality of life.

Our values as an Asscciation are summarised as follows:
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GOVAN HOUSING ASSOCIATION LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31 MARCH 2018

Review of Business and Future Developments (continued)

_ We work hard to con’nnucii]y enhance our services and prowde beh‘er '
Development :

Value for Money

'We are. procnc’rive in providing opporiunities for people to engage wﬁh .
Us cmd we work hcurd fo unders’fond how peopie feel as mdmduals SRR

We will endeavour fo invest in community projects and promote
m’rergenerm‘tonal activities to ensure that young people thrive and :
1 grow.in.an. enwronmem‘ where their aspirations are nurtured, they are
encour_q_ged to achieve the unexpected and they respect the Govan
area ds their home.,

Youth -
Development

We are serious about turning our vision into a reality and delivering excellent quality, affordable homes and
services that make a positive impact on people and communities. This change really signals the future
direction for Govan Housing Association, one that is genuine about customer service, that is committed to
ensuring our tenants get the best possible deal and the highest quality products and services and importantly,
puts our tenants central to everything that we do. There is a common goal through the company as each
Directorate, team and each member of staff collectively and individually contributes fo achieving the vision,
outcomes, values and aims of Govan Housing Association.

The Management Committee has placed our residents at the centre of the culture of Govan Housing
Association Plans, whereby tenant's views and needs are at the pinnacle of what the Association aims to
achieve and are embedded in our training and development of staff, Management Committee members and
the management of our contractors.

Governance and Decision Making

The strategic leadership and direction of the Association is provided by a Management Committee comprising
9 members. The Management Committee is supported by a Chief Executive and Deputy Chief Executive; the
Executive Management team. The full list of Management Committee members during the period to 31 March
2018 is as follows:

Management Committee Members

Mr William Pritchard (Chair) Appointed January 2012
Miss Georgina Hay (Secretary) Appointed May 1979

Mr Thomas McArthur (Vice-Chair) Appointed April 2014

Mrs Alice Connelly Appointed May 2003

Ms Karen Russell Appointed September 2014
Mr John Hendry Appointed November 2011
Mr Gary Maguire MBE Appointed October 2015
Mr Colin Quigley Appointed January 2016
Ms Alison Martin Appointed January 2016

Page 3



GOVAN HOUSING ASSOCIATION LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31° MARCH 2018

Review of Business and Future Developments (continued)

All tenancies for the above tenant members of the Management Committee are on Scottish Secure Tenancy
Agreements in terms of the Housing (Scotland) Act 2010 and these members cannot use their position on the
Management Committee to their advantage. Any transactions with Glasgow City Council are made at arm's
length, on normal commercial terms and the Management Committee members who are also Councillors
cannot use their position on the Management Committee to theirs or the council's advantage.

Fach member of the Management Committee holds one fully paid share of £1 in Govan Housing Association.
The Executive Officers of Govan Housing Association hold no interest in Govan’s share capital and although
not having the legal status of "Director” they act as Executives within the authority delegated by Management
Committee. The members of the Management Committee are unpaid. The governance arrangements include
a Management Committee with additional Committees for Audit, Staffing and Operations.

The Management Committee has seen a considerable change in its membership and governance since 2012
The governance of the Association has been significantly strengthened with the addition of a number of new
members with a range of relevant knowledge, skills and experience.

During the year, the Management Committee underwent on-going Training Needs Analysis for all members.
The main purpose of this exercise is to ensure that governance arrangements are ‘fit for purpose’ and reflect
the best practice guidance. Management Committee see this exercise as an on-going piece of work and
therefore a key focus of the plan going forward will include:

- Emphasis on a professional, dedicated and skilled Management Committee;

- Continual review of terms of Management Committee members;

- Continual review and monitoring of the Codes of Conduct and Governance;,

- Continual development of a training needs analysis for individual Committee members and the
Committee as a whole to meet the needs of the current operating climate;

- Continual focus on succession planning and Committee member deveiopment;

- Continual development of the 3 sub-committees to support the Management Committee;

- Recognition of customer led scrutiny of the Association through the Service Scrutiny Panel and other
means.

- Continual self assessment against the Regulatory Standards of Governance and Financial
Management

The Executive Management Team of the Association during the period to 31 March 2017 was as follows:
Executive Management Team

Mrs Fiona McTaggart Chief Executive
Ms Natalya Machoila Deputy Chief Executive

The Executive Management Team, led by Chief Executive, Fiona McTaggart, are responsible for achieving
the vision, strategic and operational outcomes, priorities and plans of the Management Committee outlined in
the business plan. It is vital that the Executive Management Team ensure a high standard of professionalism,
performance and innovation in their work. Vital to this is the ability fo demonstrate a dynamic and hands-on
approach in their work and in leading their respective teams as we continue to drive towards our overall
mission of ‘Moving Govan Forward’.

Recruitment and Training of Members .

Vacancies on the Management Committee are filed from members of the community who have a commitment
to the furtherance of social housing and the aims and objectives of the Association. Members are drawn from
a wide range of backgrounds and experience to maintain the necessary mix of skills required to govern and
control a complex organisation.

All Management Committee members receive initial induction training and are then eligible to attend internal
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GOVAN HOUSING ASSOCIATION LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31° MARGH 2018

Review of Business and Future Developments (continued)

and external training events which not only build on existing experience but provide an opportunity to develop
new skills and to network with their peers from across the housing sector. An annual skills assessment allows
for gaps in expertise to be identified with relevant fraining programmes to be implemented to ensure efficient
governance is in place.

Business Plan 2015 — 2018: ‘Moving Govan Forward’

The business plan is the primary document for Govan Housing Association; it provides the strategic and
operational direction for the Association, provides staff and Committee with a commen direction, and helps to
ensure that we remain a financially viable, fit for purpose organisation aiming to improve services and provide
a high standard of living for our residents. We view this document not only as a working tool for staff and
Management Committee but also as a public declaration of our continuing commitment to all those who have
a vested interest in our business.

The business plan demonstrates how we will achieve our vision and priorities over the period 2015 to 2018. It
confirms how we are responding to the environment in which we operate to improve services, the guality of
our stock and how we aim o create sustainable communities and support fully our local community over the
period of the plan and beyond. Entering our final year of the plan we are in the process of carrying out a full
and comprehensive review to ensure that our next Business Plan builds on our successes and supports our
ambitious plans for the business and the wider community going forward.

Govan Housing Association possesses a rich history and one of development and innovation. Founded in
1971, Govan Housing Association was the first community-based housing provider, leading the way for social
housing provision in Scotland. It is this innovation that our business plan aims to achieve and as such the
business plan sits within the wider strategic framework of priorities and plans for housing and communities,
both locally and nationally working collaboratively with key partners such as Central Govan Action Plan to
regenerate and continually develop and improve the fives of our residents and future residents in the Govan
area.

A number of changes have taken place over the past few years, nothing greater than the impiementation of
our new repair and maintenance subsidiary, Govan HOME Team in May 2017. The business plan will cover
the period April 2015 to March 2018. It will endeavour to build on the successes of the last few years, as well
as the learning from some significant challenges presented to the housing sector as a whole, notably the
welfare reform, increasing levels of fuel poverty, the requirement for all of our stock to meet the new Energy
Efficiency Standard for Social Housing and the need to protect our investment through comprehensive
planned and cyclical maintenance programmes in order to maintain our stock to the Scottish Housing quality
Standard.

Consultation on the business plan has been achieved through a variety of methods, events and activities. We
have discussed the plan and its priorities with our service users and our Service Scrutiny Panel. The plan has
within it, extensive performance monitoring and risk management arrangements to ensure that it will deliver
tangible benefits and outcomes for our customers and the wider community.

The Management Commitiee and staff continued to have a number of meetings and 'away days’ during 2017-
18 where business planning and reviews were discussed. The Management Committee, Executive
Management Team and their teams have contributed extensively to the development and production of the
business plan and indeed the ongoing review. This approach will continue over the remaining period of the
business plan and as we work towards our new plan for the period that follows to ensure that we continue to
remain aware of the wider issues that are affecting our customers and the wider Govan community.
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GOVAN HOUSING ASSOCIATION LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31%' MARCH 2018

Review of Business and Future Developments (continued)

STRATEGIC REPORT
Overview

The finances of the organisation are governed by the detailed 30 year financial projections and strategy
outlined in the business plan which was agreed by the Management Committee in March 2015 and which are
reviewed on an annual basis. These projections demonstrate the challenges that the Association is expecting
to meet and demonstrate the likely impact on the cash flow and financial capacity of the Association when
meeting these challenges. The financial projections outlined in the business plan are reviewed regularly and
approved by the Management Committee annually. This process is linked fully to the annual budget review
process and the management of our financial covenants with our key fender, The Royal Bank of Scotland.

The Association has had another very successful year which has been underpinned by the implementation of
the Govan HOME Team following a high profile launch in September 2017. The development of the Govan
HOME Team subsidiary will enhance and complement how we achieve our strategic objectives. We are
hopeful that our performance and work to date will provide a solid foundation to work towards achieving our
overarching business plan. We are also confident that this will enable us to provide greater community benefit
and position us well to act proactively to meet the needs of our customers and the wider community. To help
underpin this vision we have developed some key operational objectives for the HOME Team, which are:

~  To improve service delivery to all of our service users.

- To improve business efficiencies within the Govan Housing Association maintenance department.
- To generate surplus to re-invest into the local community that we serve,

- To ensure growth and meet priority needs.

- To ensure the provision of wider community benefits to the local area.

We are confident that the quality of our properties and the repairs service we provide helps our tenants feel
safe and secure. We're committed to ensuring our homes are wel-maintained. To do this, during the year we
have made further progress with our planned investment programme through delivery of a substantial kitchen
and bathroom replacement programme through the Govan HOME Team. In addition, we have developed
plans for comprehensive window replacement programmes, close decoration improvements and
improvements linked to the achievement of the Energy Efficiency Standard for Social Housing (EESSH).
Despite being in its first year of operation, the HOME Team is already demonstrating substantial cost savings
and enabling us to provide our tenants with greater choice and enhancements to their homes.

The EESSH and its impact on our stock is continuing to be assessed on an on-going basis. This coupled with
our property investment programme, will ensure our tenants homes are warm, energy efficient and
comfortable.

With the implementation of the Govan HOME Team, we will be looking to carry out the majority of the above
tasks in-house with a view to seeking continuous improvements, improved value for money and an
enhancement to the services that we already provide.

The Association continues to work collaboratively with Glasgow City Council fo acquire further units across the
Govan and ibrox area to increase stock numbers and, more importantly, look at addressing wider physical,
economic and social regenerative issues that are occurring in the area. The Association has received grant
funding to subsidise the cost of both acquisition of properties but also follow-up repair works required to bring
properties up to the standards required by the Scottish Housing Regulator and the Scottish Housing Quality
Standards. This is an approach which the Association hopes will continue with a focus particularly on the tbrox
area of our stock.

Page 6



GOVAN HOUSING ASSOCIATION LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31* MARCH 2018

Review of Business and Futfure Developments (continued)

The Association is in a strong financial position with revolving loan facilities available to it on demand. The
Association has also confidently met its banking covenants and borrowing requirements throughout the year.

As a business we continue to recognise the growing financial and structural pressures on the sector but
consider that we have the commitment, skills, financial capacity and structure to enable us to provide a
quality, customer-focussed and diverse service o our residents.

Income and Expenditure

The turnover of £8.051m relates mainly to the income from the letting of properties which accounts for
£7.735m of this total. The balance of income of £0.316m relates to support activities, factoring income, grant
funding from sources such as the Scottish Government, Glasgow City Council and People and Communities
Fund.

Total Operating Expenditure was £6.363m, consisting of:

- Service Costs £0.213m.

- Management and maintenance administration costs - £2.140m,

- Reactive Maintenance - £1.376m.

- Planned and Cyclical Maintenance, including Major Repairs - £0.524m (major repairs expenditure
which has been capitalised is detailed in note 3.

- QOther Costs - £2.111m.

Balance Sheet

Housing Properties are demonstrating additions of £0.747m in the year, of which the majority of this balance
relates to major repair cosis to existing properties which were capitalised in line with the component
accounting guideiines.

Our other Tangible Fixed Assets have also increased in the year with the majority of this balance relating to
motor vehicles.

The debtors balance at the year end is £0.969m of which the gross rent debtor equates for £0.351m. The
former tenant arrears have a provision for bad debt based on the value of the debt with current tenant arrears
being provided for based on the age of the debt currently in effect. Also included in the debtors figure at the
year end is a balance of £0.208m which relates to the Social Housing Grant accrued in relation to the

acquisitions carried out towards the year end. All monies in relation to this balance have been received post
year end.

The cash in hand at the year-end is £4.856m.

Surptus for the year and transfers

The results for the year are shown in the Income and Expenditure Account on page 23. The surplus made in
the year of £816,372 (2017 - £1,096,166) has been transferred to the Association’s revenue reserve in full.
The statement of change in equity on page 29 details the reserve position at the year end.

Cash Flows

The Cash Flow statement is shown on page 28. The net cash inflows from operating activities were £0.725m.
The principal cash outflows were operating costs and investment.
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GOVAN HOUSING ASSOCIATION LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31°* MARCH 2018

Review of Business and Future Developments (continued)

Financing and Liquidity

The Association continues to hold a £2.5m revolving credit facility which remains undrawn, but which are
immediately available for drawing should they be required. During the year no additional short or long-term
borrowing was required.

The 2017/18 cash flow was managed so that the Association would fund the current year's activities with no
borrowing required. Going forward into 2018/19, as the investment programme progresses, and results of the
stock condition survey become evident, the Association may consider the use of additional foan finance to
support large scale investment programmes. In addition to this, the Association are currently exploring some
substantial new build development opportunities which wifl require the need to obtain additional loan finance.

Credit Payment Policy

The Association's policy concerning the payment of its trade creditors complies with the Confederation of
British Industry guidelines. The average payment period is 28 days from receipt of an invoice.

Capital Structure and Treasury Management

The Association’s operations are funded based on a 30 Year Business Plan which must be reviewed annually.
The funding is driven by a loan facility provided by our main lender, The Royal Bank of Scotland and grants
provided by the Scottish Government. At the 31 March 2018 the Association had £2.5m in undrawn loan
facilities which are immediately available for drawing should they be required.

The Association also has in place an active treasury management function, which operates in accordance with
the Treasury Policy approved by the Management Committee. In this way the Association manages its
borrowing arrangements to ensure that it is always able to meet its financial obligations as they fall due, whilst
minimising excess cash and liquid resources held. As set out in our Treasury Management Policy and
Practices, Committee receive six-monthly reviews of treasury management operations.

The Association, as a matter of policy, will maintain a mixed portfolio of fixed and variable interest rate
borrowing with no more than 50% of borrowings exposed to variable rates. At 31 March 2018 the Association
has a mix of 51% long term fixed and 49% variable rate finance.

An updated Loan security valuation was carried out in 2017 by Jones Lang Lasalle and based on the current
rent strategy and market valuation, the 392 properties held as security for the current loan profile were valued
at £20,287,000 subject to tenancies. The previous valuation carried out in 2014 was for £19,210,000,
demonstrating an increase of £1,077,000. Given that the valuation of outstanding balances on the
Association’s loans equate to £10,489,295 there is comfort that the Associations recent valuation meets the
requirement that this value is not less than 125% of its indebtedness to the Bank, and therefore no changes to
the security package is required.

In light of the Association’s ambitions to develop again and invest comprehensively in the existing stock, future
borrowing will be required. To meet future financing requirements for the Associations strategic objectives
then a full review of the current Treasury Management position is required, and the Association will consider
its full borrowing capacity during 2018-19 in order to full support and substantiate future decision making.

Planning for the future
The Association will review its 30 year Business Plan annually which includes all long term plans for the

business over the 30 year period. This is subject to review and amendment every year as real issues emerge,
and the financial climate changes so too must the Business Plan evolve to meet those challenges. Where
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GOVAN HOUSING ASSOCIATION LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31°' MARCH 2018

Review of Business and Future Developments (confinued)

required, the Business Plan projections will be reviewed on a more regular basis to ensure that risks are
managed and current challenges are met without putting the business or its investment at risk.

The financial projections are a sub-section of the overall Business Plan. They demonstrate the key aspects of
the business and the main areas of expenditure, notably; operating costs, planned and cyclical maintenance,
day-to-day repairs and general investment across our stock. The key areas of funding for these activities are
rental income, grants and loan debts. The financial plan and projections provide certainty in demonstrating the
Association’s ability to achieve the objectives of the Business Plan and provide a direct correlation between
the strategic and operational objectives and the resources required o achieve these.

The key assumptions underpinning the 30 year projections are the investment in our stock to meet relevant
standards, including the new requirements of the Energy Efficiency Standard for Social Housing (EESSH) and
monies required to meet the costs of maintaining our stock based on our stock condition survey data and the
Association’s overall asset management strategy. In addition to this, the plan also demonstrates caution
around the welfare reform, anticipating higher levels of rent arrears and potential void loss. The plan also
includes resource to bring up the general environment in which our tenants and residents live, including back
court improvements and wider regenerative initiatives.

The sensitivity analysis incorporated into our 30 year projections provides the Association with better
awareness and the resources to assist with the management of any potential challenges which affect the
Association and indeed the housing sector as a whole.

The Association’s engagement with the Scottish Housing Regulator continues to be low which means that
they have sufficient assurance about the level of risk to our statutory objective and need little if any additional
contact unless other events arise. Therefore, we must only submit the required annual returns; this is another
great achievement in relation to our overall performance and financial management.

The Association has went through a number of changes in the past few years, which have brought about a
number of challenges, but with it has brought a number of great successes, opportunities and positioned the
organisation to move forward with the confidence that it has the structures, staff team and expertise to
enhance our performance and continue to drive fowards our mission of ‘Moving Govan Forward'.

Looking forward into the future, we are conscious of the pressures currently being placed upon the housing
sector, notably: welfare reform, continued compliance with Scottish Housing Quality Standards and the need
to meet new enerqgy efficiency standards, development pressures to meet the Scottish Government's targets
for housing need and greater pressures on financing as a result of the wider political and economic
environment in which we operate. In light of these, we shall continue to review our business, implementing
robust controls to manage the various risks and carrying out the necessary business planning in order to
ensure that the sound financial viabiiity of the Association is not put at risk in the long term.

Our recent Residents Satisfaction Survey and our Annual Return on the Charter demonstrated and gave us a
realistic review of where we are currently at as an Association. Despite many successes and above average
performance in some key areas, there remains room for improvement, service developments and
enhancements. As we go forward for the future we shall be aiming to address these issues as we continue
with our overall mission of ‘Moving Govan Forward'. The main areas we will continue to address are:

- To continue to review our tenant participation and scrutiny approach and get both our customers and
the wider Greater Govan community more involved in the work of the Association to empower local
residents to influence decisions and service delivery.

- To continue to grow and enhance our new repairs and maintenance subsidiary, Govan HOME Team,

to ensure that our standards for both reactive and non-emergency repairs continually improve and
provide value for money to our tenants and service users.
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GOVAN HOUSING ASSOCIATION LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31°* MARCH 2018

Review of Business and Future Developments (continued)

- To establish a range of means by which to support tenants and the wider community with the impact
of the Welfare Reform and build on our success in supporting tenants to secure key benefits to
support them in their day to day lives.

- To continually improve the standard of our stock through a comprehensive planned and cyclical
maintenance programme, focussing attention particularly on our pre-1919 tenement properties which
provide such a rich heritage both locally and city-wide.

- To build sustainable and holistic partnerships and communities and overall assist the residents of
Govan sustain their tenancies and live independently.

- To continually build and develop strong working relationships with our key partner organisations, both
locally and nationally, and underpin the key strategies behind the expansion of this work as we
continue to deliver enhanced services, better quality provisions and aim to mitigate the pressures
placed, both upon our residents and the Association.

- To continue to improve service delivery across all areas of our business so that our customers have
access to the best service possible from an organisation they can frust.

- To work with key strategic partners to continue the larger-scale investment in our pre-1819
tenemental stock e.g. major stone-work repairs and refurbishments.

Risk Management and Internal Control

The Association recognises that there are risks associated with anything new and untried and as a result
wants to embrace new opportunities and recognising that, it will rarely be possible to remove risk associated
with new opportunities completely. Thus the Association’s aim is to identify, manage and minimise, rather than
eliminate, risks which may prevent the organisation achieving its objectives. The identification and
management of risk is on-going and occurs as changes are made to how the Association operates and to the
external environment in which it works.

This risk management strategy forms part of the Association’s internal control and corporate governance
arrangements. The policy explains the Association’s underlying approach to risk management and documents
the roles and responsibilities of the Management Committee, the Executive Management Team, and other key
parties. Central to the Association is its processes and framework for risk management. The Association is
committed to embedding risk management throughout the organisation and its systems and controls are
designed to ensure that exposure to significant risk is properly managed. The Management Committee set
internal policy on risk and internal control as well as having responsibility for determining the strategic
direction and providing oversight of risk management.

Management Committee will evaluate the effectiveness of the Association’s risk management and internal
control procedures. As part of this, the risk register is reviewed and reported via the Audit Sub-Committee,
with ownership of each risk being attached to a specific officer of the Association. Whilst this report details the
strategic risks for 2016-17, the Association recognises that successful risk management can only be
accomplished on a day-to-day basis by staff at ali levels.

- Politicalffinancial uncertainties threaten future rental income. (e.g. tax credits, transfer of welfare
powers from UK to Scottish Government, Brexit, Universal Credit, etc.).

- Committee and staff lack capacity to deliver the Association's strategy and operational targets and
standards.

- Development: Contractor Liguidation/ Major Defect Post Compietion/ Significant Cost overrun on
development or significant contractual dispute.

Page 10
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REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31° MARCH 2018

Review of Business and Future Developments (continued)

- Increase in SHAPS final salary pension deficit liability leading to additional contribution costs and
presslires on resources and cash flow of the Association. (Costs of auto-enrolment for all staff will
mean increased contribution levels from the Association and further reduce cash flows in relation to
pension costs).

- Failure by Management Committee to exercise sound governance, leading to regulatory intervention.

- Failure to deliver on Association’s Asset Management Strategy resulting in difficult to let properties
and a general fall in standard of the properties.

Annual Return on the Charter

During the year, the Association submitted their fourth report on the Scottish Social Housing Charter. This
showed improvement against a range of performance indicators as detailed further in the report. We
published our annual report on the charter which enabled us to demonstrate to tenants and service users our
progress in meeting the standards and indicators outlined in the Scottish Social Housing Charter. Over the
past year the Association has tried a number of different ways to engage and obtain feedback on both our
current and future service delivery. The Association has also taken different approaches to get our customers
and the community as a whole involved. Throughout 2017-18, this has primarily taken the form of tenant
consultation through newsletters, our Annual Fun Day, effective use of the Association’s Community Hub, our
Service Scrutiny Panel and attendance at key community events. This work has assisted us in determining
what information might be of most interest to our customers.

Monitoring and reporting on owr performance is something that we do on a regular basis, so although the
format was new in the year, the principle was not. The SHR Landlord Report, demonstrated to us, that despite
performing well in many areas of our business, there remains room for improvement and effective strategies
and action plans are in place to address this as we continue our vision of ‘Moving Govan Forward'.

Service Scrutiny Panel

The Service Scrutiny Panel provides the Association with a formal way to present recommendations directly to
Management Committee. Importantly, the Panel will complement our other participation opportunities such as
Registered Tenant Organisations and local community groups.

We hope to evolve the panel in the forthcoming year to encourage residents of different generational ranges
to get involved.

OPERATING REVIEW

HOUSING MANAGEMENT

Key Performance Indicators (KPls)

The Association’s KPls are reviewed guarterly via the Operations Sub Committee and documented in the
Annual Return on the Charter (ARC) to the Scottish Housing Regulator. The KPls are also reported to our
residents through our quarterly newsletters to ensure that our residents are fully aware of how the Association
is performing.

The Housing Management team have a fundamental role to play in delivering improved housing services to
our tenants, driving forward efficiency and defivering agreed outcomes whilst ensuring that the needs of our

community are recognised. As a resulf, Housing Management are committed to continuous improvement and
to playing its part in enabling the Association to achieve it aims and objectives. With this in mind, we aim to
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ensure that we meet our performance targets and where we do not, we take the most appropriate remedial
action to make improvements.

KPL. “Target | 201718 |2 201647 | 2015-16
Total Lets "0 0 nfa 211 247 286
Total Gross Arrears - - ' 5% 6.56% 7.16% 8.16%
Void Re-let Times -~ . . 14 days 19 days 20 days 28 days
Void Renpt Loss. v 0.5% 0.68% 0.82% 1.25%
Section 5 Referrals “-- . - 25% 24.40% 11.36% 16.73%
Tenancy Sustainment > 1 year n/a 79.13% 78.66% 81.04%

Throughout 2017-18, the team have continued to develop their services to customers, ensuring the
Association achieves quality outputs and improved resident satisfaction. This service model has been
developed further fo incorporate reduced patch areas serviced by more staff, which has shown to improve
performance in most areas of Housing Management activity. In addition, we have introduced more effective
ways for the Housing Management Team to work directly with our Financial Inclusion Team to maximise
tenants’ income and ensure that those in need obtain the support required to sustain their tenancy.

The Association recognises that the issues which are important to tenants, and the community as a whole, are
where the Association should focus its energy and resources, and this includes providing a holistic response
to customers housing needs. The revised generic service delivery model has been established to deliver on

that vision.

Community Development and Tenant Support

The Association faces a challenging environment of welfare reform, economic downtum, increasing
unemployment and reduced public spending. These factors are having, and will continue to have, an adverse
effect on many of our customers, particularly those that are vuinerabie and on low incomes.

Creating and maintaining successful tenancies lies at the heart of Govan Housing Associations vision — to
create homes and places where people want to live. During the year, the Association has developed our
Community Inclusion and Financial Inclusion Teams to help address some key factors pertaining to the
community, notably:

- Financial Inclusion — to improve collection rates by targeting interventions to those at greatest risk of
tenancy failure or who have higher levels of personatl debt.

- Welfare Reform — To seek to mitigate the potential impacts of the continued roll-out of Universal
Credit and other benefit reforms to residents.

- Tenancy Support - To improve tenancy sustainability by providing applicants and tenants with
support and advice tailored to their needs, to maximise their opportunities to sustain their tenancy,
support health and wellbeing and maximise their life opportunities. To develop and improve
understanding of tenancy failure and its causes, developing our knowledge and use of data to develop
services and solutions to reduce unnecessary and preventable tenancy failure.

- Financial Capability and Economic Stability —To improve the financial and economic stability
amongst our tenants, developing financial capability, employability, and supporting tenants through
economic downturns and changes brought about by welfare reform and other key areas e.g. fuel
poverty.

- Training and Employment - To work collaboratively with partner agencies to further develop our
approaches to supporting effective employment and training opportunities.
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- Community Regeneration - To work holistically and within a multi-agency approach to address and
implement key regenerative initiatives and projects fo better improve the local community and the
lives of our residents.

- Tenant Participation and Inclusion - To work collaboratively with local partners, Tenants and
Resident Association’s, the Service Scrutiny Panel and the community as a whole to effectively
promote the services of the Association and obtain vital feedback on the Association’s existing service
provision in order fo build on and improve our future service delivery.

- Digital Inclusion - To work collaboratively with local partners to ensure that all our tenants and
residents have the opportunity to enjoy the direct benefits which digital technology has to offer,
through both access to technology and the skills, motivation and confidence to use it to improve their
lives, whilst ensuring that the indirect benefits of technology improve ail aspects of service planning
and delivery. '

The Community Inclusion and Financial Inclusion Teams will continue to develop going forward to meet the
diverse needs of the Govan community and to enable the Association to meet its ambitious, performance-
driven Key Performance Indicators.

Welfare Reform

Govan Housing Association has identified the loss of income due to welfare reforms as one of the highest
risks affecting the business. Over the last year, our Financial Inclusion Team has worked closely with our
Housing Management Team in implementing a range of preventative measures to try to mitigate loss of
income. The Association has continued to up-skill staff to ensure maximisation of benefits to customers,
including housing benefit. Through attendance at specific training and delivery of in-house training, knowledge
and skills have been improved and staff are now better equipped to identify factors which may lead to tenancy
failure at an earlier stage.

To continue to mitigate this risk the Association continues to work with our customers to provide advice and
assistance on the impacts of welfare reform including:

Advice on our website and regular features in our quarterly newsletter, promoting the services of
internal staff and external partner agencies for one to ohe support.

- Regular financial inclusion drop-in days within our newly developed Community Hub facilities.

- Focus on early intervention and on preparing customers for the changes by continuing to provide
awareness for tenants and their families at every stage of their tenancy i.e. pre-tenancy visits, tenancy
sign-up, settling in visits, and ongoing tenancy interventions through our Housing Management and
Community Inclusion Teams. ‘

- On-going partnership working with Glasgow City Council to promote the take up of discretionary
housing payments by our customers,

- Facilitating local events e.g. Fun Day, to consult with local residents on key matters which are
important to them, ensuring that the Association is well placed to meet local need.
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MAINTENANCE AND REPAIRS

During 2017-18, Govan Housing Association received a total of 6,180 repairs orders, an increase of 930
repairs from the previous year.

The introduction of the Govan HOME Team this year has seen some fluctuations in our repair performance.
However, overall we remain confident in our first years performance and lcok forward to the fuiure
development of the Govan HOME Team and our service provision to our residents.

We have also improved our performance again this year in relation to Gas Safety Compliance.

The performance in the year on key areas of our repairs and maintenance services are outlined below along
with the respective targets to which the key performance indicator relates:

b : : Target - = |© 201516
_I?::gggncy Repairs _ Average 3 hours 2.15 hours 1,82 hours 2.03 hours
Non- Emergency Repasrs B 4 days 3.97 days 2.96 days 4.35 days
Gas Servicing - R 100% 99.94% 99.67% 98.16%
Customer Sat[sfactlon - Very of o o o o
Fairly Satisfied iy 98% 89.88% 97% 98.65%
Right First Time 81.69% 91.80 82.96%

Acquisitions

During 2017-18 the Association again worked in partnership with Glasgow City Councii, Development and
Regeneration Services (DRS), to acquire owner-occupied properties in the area. This piece of work has
enabled the Association to acquire stock which will allow the Association to move forward with major repair
works, where required, and provide much needed social rented accommodation to the Govan area. We are
also in a position of developing a 3 year acquisition strategy through a holistic partnership approach with
Glasgow City Council in order to improve the lbrox area of our stock. This type of approach is more focussed
and targeted towards areas which require’ the most attention and investment to enhance people’s living
standards, tackle poor standards in the private rented sector and provide quality services and support
provisions for those choosing to make Ibrox their home.

Investment

The Scottish Housing Quality Standard (SHQS) was introduced by the Scottish Government in 2004 and sets
a standard which all RSL and local authority housing stock must meet.

At the 31 March 2018, the Association held a total of 1,659 properties, of which 54% were meeting the SHQS
and 44% were exempt. The exemptions are primarily in relation to the restrictions in the layouts of the pre-
1919 tenemental stock. The remaining stock are all abeyances and the relevant paperwork is on file to
demonstrate the reasons for these arising.

In addition to our SHQS compliance, the Association also has a long-term programme of major repairs to
cover for works which have become necessary since the original development was completed, including
works required by subsequent legislative changes. This includes replacement or repairs to features of
properties, which have come to the end of their economic lives.

During 2017-18, the Association has had a considerable focus on the requirements of the Energy Efficiency

Standard for Social Housing (EESSH). Through our planned investment programme, we remain confident that
we can meet this standard by the December 2020 deadline. We are also confident that we can implement
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innovative concepts into both our existing and new build developments to demonstrate a forward-thinking
approach to energy efficiency.

Given the challenges that our tenants experience, we are also mindful that our investment needs to aim to
tackle fuel poverty. With this in mind, we are ensuring that our tenants obtain access to our high quality
Financial Inclusion Service to discuss fuel poverty matters and to ensure that provisions are in place to help
them best sustain their tenancy.

Review of Business and Future Developments

Going forward into 2018-19 the Association shall be implementing our planned maintenance programme for
the year, seeing major programmes of works being undertaken to include e.g. window replacements, kitchen
replacements, bathroom renewals, as well as looking at implementing comprehensive, value for money,
cyclical programmes to address paintwork, estates and other communal areas. We have implemented
procedures that sees us undertaking surveys of each property during the void process, the key objective of
this piece of work is to build on the last stock condition survey carried out in 2012, and to develop a clean
data-set to use as the foundation for all planned works going forward. The Association’s aim is to strive
towards 100% actual stock condition data, limiting the need to use cloned/assumed data. The longer term
effect of this work will result in more accurate long-term planning both operationally and financial and
importantly will provide an effective means by which to manage tenant expectations and provide high-quality
homes for both current and future tenants.

Govan HOME Team

During 2016-17, the Association has continued to grow and develop our in-house direct labour organisation
with a view to seeking continuous improvements and obtaining improved value for money. Our DLO, renamed
Govan HOME Team delivers multi-trade services for our properties and our open and common spaces. After
various operational reviews the Association developed further this area of the business to take forward the
Association’s ambition to deliver our savings and improvements.

In May 2016, Govan Housing Association (GHA) appointed an external consultant to progress with an Options
Appraisal project relating to Govan Home, the Association’s Direct Labour Organisation (DLO). The outcome
of this options appraisal determined that transferring the DLO to a subsidiary would create several benefits
including the ability to:

» Provide a wider range of services to tenants and other service users which will assist GHA to achieve
optimised results in relation to the Scottish Social Housing Charter

Increase satisfaction levels amongst service users

Control the delivery of our reactive and pianned repairs service

Generate profit or surpluses, which can be applied for the purposes of the group

Create fax efficiencies

Create community employability benefits to a number of local residents.

The new wholly owned subsidiary will be set up as a Community Interest Company (CIC) and structured as a
Company Limited by Shares (CLS) with GHA as the only shareholder. Although operating at arm’s length with
an independent board, GHA will retain control of the subsidiary through effective governance processes and
systems, and an independence agreement that sets out how the parent and subsidiary will work together to
enable the DLO subsidiary to meet its agreed aims and objectives.

Going forward, these improvements and changes should show improved outcomes for tenants in relation to
repairs and maintenance, improved open environments and green spaces, cleaner neighbourhoods and a
more efficient and effective use of our staffing resources in delivering savings with improved standards.

The Govan Home Team continue to develop the environment in and around Govan by, improving old brick bin
stores and working to increase bin storage capacity, maintaining anti-dog fouling campaigns, power washing
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our streets and back courts, regenerating old and poorly positioned flower planters, fitting new kitchens and
bathrooms and contributing to the development of hanging flower baskets along Govan Road.

All these activities have been positive steps to "Moving Govan Forward” and these changes have been
embraced by the staff who recognise the need for change themselves.
This is the beginning of an exciting and ambitious development for Govan Housing Association and is the

beginning of a new chapter for the Association and the communities that we serve.
Gas Safety Compliance

The Association has a legislative obligation to maintain all gas appliances within its properties. This
maintenance obligation extends to an annual inspection and service of each appliance, with appropriate
certification being issued by a registered Gas Safe engineer. This obligation excludes appliances installed by
tenants.

As at March 2018, 99.94% of applicable appliances had a valid safety certificate. Over the year, the
Association has implemented a vigorous escalation procedure, including both Housing Management and
Maintenance staff, to ensure access to all properties is achieved in advance of the expiry date of the safety
- certificate. When deemed necessary, this procedure includes forcing access to properties. To assist with this
process, over the course of the year, the Association has continued with the reduced gas servicing cycle of 10
months which will ensure that sufficient time is provided to access our most vulnerable tenancies and that
quality or legislative reguirements are not compromised.

ORGANISATIONAL DEVELOPMENT

Awards and Recognition

During 2016-17 the Association successfully achieved iIP Platinum Accreditation, the [P Health and
Wellbeing Award and Investors in Young People Gold Accreditation in recognition of its improvement through
people success. The achievement of these awards demonstrates how the Association effectively recruits,
develops and retains its staff members and is an employer of choice.

The Association appreciates that continued investment in the people within our organisation helps to ensure
that we have a diligent, committed and skilled staff team who care about the people in the community and are
determined to provide the best service possible to our service users. These awards have been a great
recognition demonstrating the passion of our staff team and also highlighting the freshness and vibrancy that
young people bring to our organisation. We hope to continue building on this going forward, using our
experience as an employer within the social rented housing sector to enhance the opportunities for young
people and use this experience to develop the business as a whole.

Learning and Development Opportunities

The Association continues fo partner with organisations such as the Scottish Council for Voluntary
Organisations, Job Centre Plus and Glasgow City Council to deliver a comprehensive range of employment
opportunities across the Association. The Association also remain committed to offering a wide range of
learning opportunities for staff. This has included the provision of

- Further education within a college or university setting through distance learning.

- Scottish Vocational Qualification Level 2 and 3 in Business Administration.

- Short courses.

- HNC in Building and Construction

- Professional Factoring gualification

- Conference attendance by both members of Govan Housing Association staff and Commitiee
Members.
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During 2017-18, the Association introduced several new training roles within the Association; Trainee
Factoring Assistant, Trainee Operations Assistants and Trainee Customer Service Assistants. These roles will
not only include considerable vocational experience, they will also incorporate a diverse range of in-house and
external training to build their competence and better prepare them for future employment and career
development.

[T Systems
The Association continues to work on its comprenensive T project surrounding the re-implementation of the
Association's Housing Management and Finance System, QL-x. It is anticipated that the full implementation
will be complete in October 2018 with the main outcomes of this project heing:

- Customer-focussed systems providing more options for our tenants to liaise with the Association;

- Streamiined systems which ensure that resource within the organisation is used effectively;

- Systems that will support the growth of the organisation and the service improvements that the
Association aims fo achieve,;

- Systems that provide a more effective interface and promote interactivity between the Association and
its key contractors;

- Strong robust systems, with good levels of internal control to protect the Association.
- Systems that deliver robust reporting tools to enhance performance management

This project has been lengthy and has required us to rethink about how we wish to hold data and deliver our
systems so that they meet future need. We are also keen that our systems are refreshing and easy-to-use to
encourage tenants and empower tenants to engage with us effectively and manage their tenancy.

In addition to our new QL-x system we have also been working hard to develop our new website. The new
website is due to go live in late 2018 and there will be many new and exciting features for our stakeholders to
view as well as some great information on the Association, our people and the wider community.

REGENERATION AND DEVELOPMENT

The Association wants to deliver a service which goes far beyond the basic housing service and which puts
the Association at the heart of the Govan community again, puts tenants and the wider community interests at
the heart of projects undertaken and which tackles the wider economic and social challenges facing the
Govan area.

Our vision is to be an innovative and responsive organisation, playing a leading role in the regeneration of
Govan and continuing to improve the quality of life of residents.

The implementation of our Community inclusion Team has seen our community regeneration activity grow
and develop substantially over 2017-18. A summary of some of the projects now being undertaken are
outlined below:

Hub Development

Our Community Hub situated at 901 and 905 Govan Road provides a diverse programme of social inclusion,
educational and focussed training and education. The programme is extensive with various projects operating
on a daily and weekly basis, notably: Breakfast Ciub, Pensioners Group, Ladies Group, Men’s Group, Govan
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Walkers, Cooks for the Community, Community Meal, ESOL classes, Autism Parent Support Group,
Patticipatory Research Project, Youth Provision and our very successful Networking Breakfast.

72% of the engagements within the Community Hub are with our tenants. At present we average
approximately 140 users per week and the Hub is now open for over 60 hours per week.

We are very grateful to our delivery partners who provide one-to-one support, formal and informal classes,
drop-in facilities and workshops. Some notable partners include; Glasgow Clyde College, Maslow's Charity
Shop, Scottish Action for Refugees, Govan Community Project, Glasgow Councii on Alcohol, Govan Youth
Information Project, Narcotics Anonymous, Community Safety Glasgow, Street Cones, Govan HELP, NHS
Health Improvement Team and Youth Bank to name a few.

Digital Inclusion

Qver the year we have developed our Digital Inclusion Hub and provided greater access to IT provision for our
customers within our offices. We are focussed on delivering a comprehensive Digital Inclusion and
Participation Strategy which empowers local people and which assists people in securing their tenancy and
better equipping them for employment and the welfare benefit systems.

Our current digital works include:

- Development of a Digital Forum.

- Digital Drop-in Services.

- One-to-One Support.

- T Classes.

- Digital Lending Library.

- Employability.

- Satellite Drop-in Services.

- Digital Learning in our Supported and Sheltered Accomimodation.
- School Coding Event.

We currently work in partnership with Unlock Employment, Momentum Skills and Jobs and Business
Glasgow. At present we are averaging over 50 users per week and we are offering digital support services
over 29 hours per week.

Workshops, Training and Events

From our various community provisions, we have been able to better develop a programme of activities,
events and workshops to suit the needs of our tenants and the wider community. We proactively reach our to
our tenants to find out about the issues that matter to them most and indeed where they feel that more support
is required to meet theirs and their families needs.

Over 2017-18, we have delivered a range of workshops such as; How Not to Make Music, Digital Banking and
Coding for Kids. We have also delivered training on Social Media, First Aid, Food Hygiene, Digital Camera
Use, Business Marketing, IT for Beginners, Respect Me: Online Safety and Walk Leader Training.

Further to this, we have supported tenants and residents’ groups to deliver the following community based
and focussed events:

- Luath Street Party.

- Govan Film Festival.
- Scoitish Book Week,

Page 18



GOVAN HOUSING ASSOCIATION LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
For The year ended 31 MARCH 2018

Review of Business and Future Developments (continued)

Mini Modulus and Operation Modulus

A diversionary and educational programme aimed at detached and vulnerable young people in partnership
with Plantation, Street Cones, Community Safety Glasgow, Police Scotland, Strathclyde Fire & Rescue,
James Seaman Outdoor and Central Govan Action Plan.

During 2017-18, we have continued to develop this programme and linked it in to wider diversionary activities,
work experience, volunteering and a trip to Belfast to experience differing cultures and backgrounds.

The Mini-Modulus programme complemented the wider Operation Modulus programme with two of the
younger people obtaining employment with our Govan HOME Team and a further 3 young people also
obtaining employment as Labourer/Estate Caretakers through a partnership approach with Community Safety
Glasgow and Community Jobs Scotland.

Financial inclusion Drop In

A community based drop in offering financial capability advice and info on saving, debt, benefits and energy
efficiency to both tenants and residents. The Digital Hub offers and alternative to the small meeting rooms in
the office which people may find intimidating.

People and Communities Fund

In the year we were also fortunate to obtain funding from the Scottish Government's People and Communities
Fund which has enabled us to develop some great holistic partnerships with local organisations. Some of the
highlights of this have included the provision of our Digital Services through a contribution towards the costs of
our Digital Inclusion Worker, digital and social inclusion works with the Preshal Trust and delivery of the
Activate Course in partnership with Sunny Govan Radio and Glasgow University.

We are also grateful to Gilded Lily who have taken on one of our empty shop units and are now delivering
their very successful Young Mum'’s Project on a daily basis.

The coming months will also see us develop the program further with the introduction new projects and
initiatives in partnership with our partnering agencies. In particular we are hoping to focus on developing our
partnership with the local Job Centre Plus in light of the introduction of Universal Credit Full Service in
September 2018.

The Association is becoming the community anchor that we have aspired for it to be. We are becoming a
partner of choice with key agencies looking to work closely with the Association to achieve both local and
national outcomes and to deliver innovative and dynamic services for the local community. This is a positive
step and with initiatives such as Thriving Places coming to the area and the large investment from Central
Govan Action Plan and City Deal, it is an exciting time for the local area and an opportunity for the Association
to take advantage of both funding and project initiatives which can bring true, lasting and sustainable benefits
to the Govan community. ‘

Holistic Partnerships

Govan Housing Association are clear that the vision for the regeneration and development of the Govan area
cannot be achieved alone and therefore a main element in our approach is about adopting a holistic
partnership approach to tackle problems, deliver effective services, learn, innovate and add best value to our
community. Management Committee’s aim is to work in partnership with tenants, owners, staff, other
Registered Social Landlords (RSLs), Glasgow City Council, local regeneration projects and other agencies to
deliver a wide range of social, economic and environmental regeneration activities that will contribute to the
creation of building a safer and sustainable community.
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Our Key Aims

The Association wants our customers to feel safe, secure and supported by the community and for customers
to have a long association with the area, to feel a sense of belonging and to have pride in it. This underpins
the great importance of the holistic approach to partnership working, collaboratively working with others to:

- Contribute towards the broader needs and desires of our tenants and their respective communities.

- Establish opportunities for the growth and development of a stronger, more sustainable Govan
community.

- Exploit opportunities to provide possibilities and wider options for our customers to build their skills and
their life prospects,

- Provide resource and activities which our tenants can take pride in and which demonstrate vibrancy and
inclusiveness attractive to both current and future customers and community members.

To achieve our objectives our Community Development and Regeneration Strategy will aim to deliver on the
following key themes:

1. Community Engagement and Involvement.
2. Employability and Training Opportunity.
3. Building Sustainable Communities.

4. Youth Development and Integration.

Going Concern

The Committee of Management has reviewed the results for this year and has also reviewed the projections
for the next five years. It, therefore, has a reasonable expectation that the Association has the adequate
resources to continuie in operational existence for the foreseeable future. For this reason, the going concern
basis has been adopted in these financial staterments.

Information to Auditors
As far as the Management Committee are aware there is no relevant audit information of which the auditors

are unaware. The Management Committee members have taken all appropriate steps to ensure they are
aware of any relevant audit information. Any such information has been passed onto the auditors accordingly.
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Management Committee and Executive Officers

The members of the Management Commiitee and the Executive Officers are listed on Page 1.

Fach mamber of the Management Committee holds one fully paid share of £1 in the Associaticn. The
Executive Officers hold no interest in the Association's share capilal and, although not having the legal
slatus of Directors, they act as Executives within the authority delegated by the Management Commitiee.

The membars of the Management Commiltee are also Trustees of the Charity. Members of the
Managerment Committee are appointed by the members at the Association's Annual General Meeting.

Statement of Management Committea’s Responsibilities

The Co-operative and Community Benefit Societies Act 2014 requires the Managemeni Gommittee lo
prepare Financial Slalements 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 that period. In preparing those Financia
Statements, the Management Commiitee is required to:-

+  select suitable accounting policies and then apply them consistently;
«  make judgements and estimates thal are reasonable and prudent;

*  state whether applicable accounting standards have been fallowed, subject to any material depariures
disclosed and explained in the Financial Statements;

*  prepare the Financial Statements on the going concern basis unless it is inappropriate o presume thal
the Association will continue in business;

+  prepare a stalement on Internal Financial Control.

The Management Committee is responsitie for keeping proper accounting records which disclose with
reascnable accuracy at any time the financial position of the Association and fo enable them to ensure that
lhe Financial Statements comply with the Co-operative and Gommunity Benefit Societies Act 2014, the
Housing (Scotland) Act 2014 and the Determination of Accounting Requirements - 2015. They are also
responsible for safeguarding the assels of the Association and hence for laking reasonable steps for the
prevention and deteclion of fraud and other irreguiarities. [t Is aiso responsible for ensuring the
Association's suppliers are paid promptly.

The Management Commiltee must in delermining how amounts are presented within items in the
Statement of Comprehensive income and Stalement of Financial Position, have regard to the substance of
the reported transaction or arrangement, in accordance with generally accepted accounting practices.

in so far as the Managemeni Commitles are aware:

. there is no refevant audit infarmation {(information needed by the Association’s audiiors in connection
with preparing their report) of which the Association’s auditors are unaware, and

+  the Management Committee have taken all steps that they ought to have taken to make themselves

aware of any relevant audit information and fo establish that the Association's auditors are aware of
that information.
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Statement on Internal Financial Control

The Management Committee acknowledges its ullimate responsibility for ensuring that the Association
has in place a system of controls thal is appropriate for the business environment in which it operates.
These controls are designed to give reasonable assurance with respect to:

the reliability of financial information used within the Assoctalion, or for publication;
the maintenance of proper accounting records; and

the safeguarding of assets against unauthorised use or disposition.

It is the Management Committee’s responsibility to establish and maintain systems of Internal Financial
Control.  Such systems can only provide reasonable and not absolute assurance against material
financial misstatement or loss. Key elements of the Association's systems 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 Association’s asseis;

experienced and suitably qualified staff take responsibility for important business functions and
annual appraisal procedures have been established to maintain standards of performance;

forecasts and budgets are prepared which allow the management leam and the Management
Committee to monitor key business risks, financial objectives and the progress being made towards
achieving the financial plans set for the year and for the medium term;

quarterly financial management reports are prepared promptly, providing relevant, refiable and up to
date financial and other information, with significant variances from budget being investigated as
appropriate;

regulatory returns are prepared, authorised and submitted promptly to the relevant regulatory bodies.

all significant new initiatives, major commitmenis and investment projects are subject to formal
authorisation procedures, through the Management Committee;

the Management Committee receive reports from management and from the external and internal
auditors to provide reasonable assurance that controt procedures are in ptace and are being followed
and that a general review of the major tisks facing the Association is undartaken;

formal procedures have been established for instituting appropriate action to correct any weaknesses
identified through internal or external audit reports.

The Management Committee has reviewed the effectiveness of the system of internal financial control in
existence in the Association for the year ended 31 March 2018. No weaknesses were found in the internal
financial controls which resulted in material losses, conlingencies or uncertainties which require
disclosure in the financial statements or in the auditor's report on the financial statements.

Donations
During the year the Association made charitabie donations amounting to £2,319 (2017 - £500).

Auditors

A resolution to re-appoint the Auditors, Alexander Sloan, will be proposed at the Annual General Meeting.

By order of the Management Committee

MISS GEORGINA HAY _

Secretary
30 August 2018
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ON CORPORATE GOVERNANCE MATTERS

[n addition to our audit of the Financial Staiements, we have reviewed your stalement on page 22
concerning the Association's compliance with the information required by the Regulatory Standards in
respect of internal financial controls contained in the publication 'Our Regulatory Framework' and
associated Regulatory Advice Notes which are issued by the Scoltish Housing Regulator.

Basis of Opinion

We carried out our review having regard to the requitements relating to corporate governance maiters
within Bulletin 2006/5 issued by the Auditing Practices 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 Statement on Internal Financial Control on page 22 has provided the disclosures
required by the relevant Regulatory Standards with the publication '‘Our Regulatory Framework’ and
associated Regulatory Advice Notes by the Scotiish Housing Regufator 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 Management Committee, and Officers of the Associalion,
and examination of relevant documents, we have satisfied ourselves that the Management
Committee's Statement on Internal Financial Conirol appropriately reflects the Association’s
compliance with the information required by the relevant Regulatory Standards in respect of internal
financial controls within the publication *Our Regulatory Framework' and associated Regulatory Advice
Notes issued by the Scottish Housing Regulatar in respect of internal financial controls.

ALEXANDER SLOAN \
Accountants and Business Advisers
Statutory Auditors Alexander Sloan

GLASGOW Accouniants and Business Addvisars
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GOVAN HOUSING ASSOCIATION LIMITED

INDEPENDENT AURITORS' REFORT TO THE MEMBERS OF
GOVAN HOUSING ASSOQCIATION LIMITED

Opinion

We have audited the financial statemenls of Govan Housing Association Limited (lhe 'Association’) for the year ended 31 March
2018 which comprise the Stalement of Comprehensive Income, Statement of Financial Paosition, Statement ol Cash Flows,
Statement of Changes in Equity and related noes, including a summary of significant accouming policies. The financial reporling
framework that has been applied in their preparation is applicable law and Uniled Kingdom Accounting Standards, including
Financial Reporting Standard 102 The Financial Reporting Standard applicable in the LIK and Republic of Ireland (United Kingdom
Genetally Accepled Accounting Practice).

This report is made sclely to the Association's members, as a body, in accordance with the Go-operative and Community Benefil
Society Act 2014. Our audit work has been underiaken so thal we might state to the Association’s members these malters we are
required to state o them in an auditor's report and for no other purpose, To the fullest axtent permitted by law, we da 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.

In our opinion the financial statements:

« give a true and fair view of the slale of the Association's affairs as al 31 March 2018 and of its surplus for the year then
ended;

+  have been properly prepared in accordance with United Kingdom Generally Accepled Accounting Practice; and

+  have been prepared in accordance with the requirements of the Co-operative and Community Benefits Societies Act 2014,
the Housing {Scotland) Act 2014 and the Determination o Accounling Reguirements 2015.

Basis for opinion

We conducted our audif in accordance with International Standards on Auditing (UK) (ISAs (UK)} and applicable law. Our
tespansibifies under those standards are further described in the Audilor’s responsibilities for the audit of the financial stalemenls
section of our report. We are independent of the Association in accordance with the ethical requirements thal are relevant lo our
audit of the financial siatements in the UK, including the FRC's Ethicai Standard, and we have fuliilled our olher ethical
responsibilities in accordance with these requiremants. We believe thal the audil evidence we have oblained is sufficlent and
appropriate to provide a basis for our opinion.

Conclusions relating to golng concern

Wa have nothing lo seport in respect of the following matlers in relation to which the 1SAs (UK} require us to repart ta you where:

+  the Managemenl Commillee’s use of the going cencern basis of accounting in the preparation of the {financial statements is
not appropriate; or

+  the Management Commitiee has nol disciosed in the finansial stalements any identified maierial uncertainties thal may cast
significant doubt about 1he Association's abilily fo continue 1o adopt the going concern basis of accounting for a period of at
least twelve months from the date when Lhe financial stalements are authorised for issue,

Other information

The Management Committes is responsible for the other infarmation. The ather information comprises the infermation included in
the annual report, other than the financial stalements and our auditor's reperi thereon, Our opinion on ihe financial statements
does not cover the other information and, excepl io the extent otherwise explicitly stated in our reporl, we do nol express any form
of assurance conclusion thergon,

fn connection with our audil of the financial statements, our responsibility is 10 read the ather information and, in doing s0, consider
whether the other information is materially inconsistent with the financial stalements or our knowledge oblained in the audit or
otherwise appears to be materialiy misstated. If we identify such maleriat inconsistencies or apparenl material misstatements, we
are required to determine whether there is a malerial misstatement in the financial statements or a material misstatement of lhe
other information. if, based on the work we have performed, we conclude 1hat there is a material misstatlement of this other
information, we are required 10 report that fact.

We have nothing to report in this regard.

Matters on which we are required to report by exception
In the light of our knowledge and understanding of the Association and its ervironment obtained in the course of the audil, we
have not identified material misstaiements in the Report of the Managenient Commitlee.

We have nothing to reparl in respect of the following matters where the Go-operative and Community Benefit Sccieties Acl 2014
requires us to report to you if, in our opinicn:
proper books of account have not been kept by the Association in accordance with the requirements of the legislation;

a salisfactory system of control over iransaclions has not been maintained by the Associalion in accordance with the
requiremenls of the iegislation;

+  the Stalement of Comprehensive Income and Statement of Financial Position are not in agreement with the books of account
of the Association; or

«  we have not received all the information and explanations we require for our audit.
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GOVAN HOUSING ASSOCIATION LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
GOVAN HOUSING ASSOCIATION LIMITED
CONTINUED

Responsibilities of the Management Committee

As explained more fully in the Statement of Management Commilles's Responsibilities as set out on Page 21, the Managem
Commillee are responsible for the prepazation of the financial statements and far being salisfied that they give a true and fair view, &
for such internal control as the Management Commitlee determings is necessary to enable the preparation of financial statements tl
are free from material misstatement, whether due to fraud or error.

In preparing the financiaf statements, the Management Committee is responsible for assessing the Association’s ability to continue &
going concern, disclosing, as applicable, matters related to going concem and using the going concern basis of accounting unless 1
Managemenl Cormmittee either intends to liquidate the Assaciation or to cease operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from mals
misstaternent, whether due to fraud or error, and to issue an auditor's report that includes our opinion, Reasonable assurance is a h
level of assurance, but is not a guarantee thai an audit conducted in accordance with 1SAs (UK) will always detect a mate
misstatement when it exisis. Misstatements can atise from fraud or error and are considered matetial if, individually or in the aggrege
they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs (UK), we exercise professional judgement and maintain professional scepticism through
the audit, We also:

+  Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perfo
audit procedures responsive to those risks, and obtain audit evidence thal is sufficient and appropriate 1o provide a basis for ¢
apinien. The risk of not detecting a material misstatement resulling from fraud is higher than for one resulting from error, as fre
may invelve collusion, forgery, intertionat omissions, misreprasentations, or the override of internal control.

+  Obtain an understanding of internal centrol relevant to the audit in order to design audit procedures that are appropriate in |
circumstances, but not for the purpose of expressing an opinion on the effectivenass of the Association's inlernal controt.

- Evaluate the appropriatensss of accounting policies used and the reasonableness of accouniing estimates and related disclosui
made by the Management Committee.

+  Conglude on the appropriateness of the Management Committee use of the going concern basis of accounting and, based on |
audit evidence obtained, whether a maierial uncertainty exists related 1o events or conditions that may cast significant doubt on |
Association's ability to continue as a going concern, If we conclude that a material uncertainty exists, we are required to dr
attention in our auditor's report 1o the related disclosures in the financial statements or, if such disclosures are inadequate, to moc
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report. However, future eve
or conditions may cause the Assoclation to cease to continue as a going congern.

+ Evaluate the overafl preseniation, structure and content of the financiat statements, inciuding the disclosures, and whether 1
financial staiements represent the underlying transactions and events in a manner that achieves fair presentation.

+  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within 1
Assocciation to express an opinion on the financial stalements. We are responsible for the direction, supervision ard performance
the Association's audit. We remain solely responsible for cur audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and liming of the audit &
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

ALEXANDER SLOAN
Accountanis and Business Advisers
Statutory Auditors
GLASGOW y ) .
Date ; Alexander Sloan

Aceolniants and Business Advisers




GOVAN HOUSING ASSOCIATION LIMITED

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 MARCH 2018

REVENUE

Operating Cosls
OPERATING SURPLUS

Gain On Sale Of Housing Stock

Interest Receivable and Other Income
Interest Payable and Simitar Charges

Other Finance Income / (Charges)

SURPLUS FOR THE YEAR

Other Comprehensive income

TOTAL COMPREHENSIVE INCOME

The notes on pages 30 to 44 form part of these financial statements.

8,050,661

(6,951,831)

1,098,830
63,908
8,862
(352,171)
(3,147)

(282,458)

816,372

s16,372
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7,835,720
(6,333,399)
1,502,321
26,983
9,169
(362,152)
(80,155)
{406,155)
1,096,166
1,096,166



GOVAN HOUSING ASSOCIATION LIMITED

STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 2018

NON-CURRENT ASSETS

Housing Properties - Depreciated Cost 12 (a) 63,358,946 54,643,209
Other Non-current Assels 12 (b} 1,545,245 1,323,093
64,904,191 65,966,302
INVESTMENTS
Investment in subsidiaries 27 1
1 o
RECEIVABLES: Amounis falling due after more than ehe year 15 275,000
CURRENT ASSETS
Receivables 16 968,208 1,058,662
Gash aj bank and in hand 4,855,603 5,072,294
5,824,811 6,130,956
CREDITORS: Amounts falling due within one year 17 (2,359,907) {2,719,298)
NET CURRENT ASSETS 3,464,804 3,411,657
TOTAL ASSETS LESS CURRENT LIABILITIES 68,644,096 69,377,954
CREDETORS: Amounts falling due after more than one year 18 {11,037,937) (11,499,271)
DEFERRED INGCOME _
Social Housing Grants 19 {46,924,600) (47.983,711)
Other Granls 19 (638,584) (668,352)
(47,563,184) {48,652,053)
NET ASSETS 10,042,975 9,226,625
EQUITY
Share Capital 20 195 218
Revenue Reserves 10,042,779 9,226,407

10,042,975 9,226,625

The Financial Statements were approved by the Management Committee and authorised for issue and signed an their behalf on 30 August
2018.

Sacreta

The notes on pages 30 o 44 form part of these financial stalements.
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GOVAN HOUSING ASSOCIATION LIMITED

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 MARCH 2018

Net cash inflow from operating activities

Investing Activilies

Acquisition and Gonstruction of Properties
Purchase of Other Fixed Assels

Social Housing Grant Received
Investment in subsidiaries

Other Grants Received

Proceeds on Disposal of Properties

Net cash cutfiow from investing activities

Financing Activities

interest Received on Cash and Cash Equivalents
Interest Paid on Loans

Loan Principal Repayments

Share Capital Issued

Net cash cutflow from financing activities
(Decrease) / increase in cash
Opening Cash & Cash Equivalents

Closing Cash & Cash Equivalents

Cash and Cash equivalents as at 31 March
Cash
Bank overdraft

The notas on pages 30 to 44 form parl of these financial statemenits.
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725,077
(746,541)
(418,937)
831,990
]
2,000
32,828
(298,659)
8,862
(352,171)
(381,804)
6
(725,107)
(298,689)
4,990,095
4,691,406
4,855,603
(164,197)

4,691,406

2,063,642
(3,080,373)
(83,945)
2,447,207
40,274
(676,817)
9,169
(362,152)
(368,867)
6
(721,844)
664,981
4,325,114
4,990,095
5,072,294
(82,199)
4,990,095




GOVAN HOUSING ASSOCIATION LIMITED

STATEMENT OF CHANGES IN EQUITY AS AT 31 MARCH 2018

R £ £

Balance as at 1 April 2016 212 8,130,241 8,130,453
Issue of Shares 6 - 6
Surpius for the year - 1,096,166 1,096,166
Balance as at 31 March 2017 218 9,226,407 9,226,625
Balance as at 1 April 2017 218 9,226,407 9,226,625
issue of Shares 6 - 6
Cancellation of Shares (28) - (28)
Surplus for the year - 816,372 816,372
Balance as at 31 March 2018 196 10,042,779 10,042,975

The notes on pages 30 1o 44 form part of these financial slaiements.
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GOVAN HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018
NOTES TO THE FINANCIAL STATEMENTS

Statement of Compliance

These financial statements were prepared in accordance with Financial Reporting Standard 102 - "The
Financial Reporling Standard applicable in the UK and Republic of Ireland’ and the Statement of
Recommended Practice - Accounting by Registered Sccial Landlords 2014. The Association is a Public
Benefit Entity in terms of its compliance with Financial Reporting Standard 102, applicable for
accounting periods on or after 1 January 2015,

Basis of Accounting

The Financial Statements have been prepared in accordance with applicable Accounting Standards, the
Statement of Recommended Practice - Accounting by Registered Social Landlords 2014, and on the
historical cost basis. They also comply with the Determination of Accounting Requirements 2015. A
summary of the more important accounting policies is set out below,

Revenue

The Asscciation recognises rent receivable net of losses from voids. Service Charge Income (net of
voids) is recognised with expenditure as it is incurred as this is considered to be the point when the
service has been performed and the revenue recognition criteria is met.,

Government Grants are released to income over the expected usetul life of the asset to which it relates.

Retirement Benefits

The Association participates in the Scotlish Housing Assaciation Defined Benefits Pension Scheme and
retirement benefits 1o employees of the Association are funded by contributions from all participating
employers and employees in the Scheme. Payments are made in accordanca with periodic calcuiations
by consulting Actuaries and are based on pension costs applicable across the various participaling
Associations taken as a whole. The Association has moved from the Defined Benefit scheme to the
Scottish Housing Assaciation Defined Contribution Scheme.

The Association accounts for amounts that it has agreed to pay towards the Scheme deficit in
accordance with paragraph 28.11A of FRS 102. The present vaiue of this liability has been recognised in
the Statement of Financial Position. The discount rate applied to this obligation is that of a yield rate for a
high quality corporate bond. Contributions to the Defined Contribution Scheme are charged to the
Statement of Comprehensive Income as incurred.

Valuation Of Housing Properties

Housing Properties are stated at cost less accumulated depreciation. Housing under construction and
Land are not depreciated. The Association deprectates housing properties by major compoenent on a
straight line basis over the esfimated useful economic lives of each identified component. Ail
companents are categorised as Housing Properties within note 12. Impairment reviews are carried out if
events or circumstances indicate that the carrying vaiue of the components listed beiow is higher than
the recoverable amount.

Component tseful Economic Life
Land Not depreciated
Structure Over 50 years

Roof Qver 50 years
Windows Over 30 years

Kitchen Qver 15 years
Bathroom Over 20 years

Centrai Heating Over 15 years
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GOVAN HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018
NOTES TO THE FINANCIAL STATEMENTS (Continued)

ACCOUNTING POL
Depreciation and Impairment of Other Non-Current Assets

Non-current Assels are stated at cost less accumulated depreciation. Depreciation is charged on a straight
line basis over the expeacted economic usefu! fives of the assets at the following annual rates:

Assel Category Depreciation Rate
Office Premises 2% Straight Line
Furniture and Equipment 25% Reducing Balance
Vehicles 15 - 25% Straight Line
Traller 15% Straight Line

The carrying value of non-current assets are reviewed for impairment at the end of each reporting period.

Social Housing Grant and Other Grants in Advance/Arrears

Social Housing Grants and Other Capital Grants are accounted for using the Accrual Method as outlined in
Section 24 of Financial Reporting Standard 102. Grants ase treated as deferred income and recognised in
income on a systematic basis ever the expected useful life of the property and assets to which it relates.

Social Housing Grant attributed to individual components is wrillen off to the Statement of Comprehensive
Income when these components are replaced.

Social Housing Grant received in respect of revenue expendifure is credited to the Slatement of
Comprehensive Income in the same period as the expenditure to which it relates.

Although Social Housing Grant is treated as a grant for accounting purposes, it may nevertheless become
repayable in certain circumstances, such as the disposal of certain assets. The amount repayable would be
restricted to the net proceeds of sale,

Sales Of Housing Properties

First tranche Shared Ownership disposals are credited to turnover on completion. The cost of construction of
these sales is taken to operating cost. In accordance with the Statement of Recommended Practice, disposals
of subsequent iranches are treated as non-current asset disposals with the gain or loss on disposal shown in
the Statement of Comprehensive Income.,

Disposals of housing property under the Right to Buy scheme are treated as non-current asset disposals and
any gain or loss on disposal accounted for in the Statement of Comprehensive Income.

Disposals under shared equity schemes are accounted for in the Statement of Comprehensive Income. The
remaining equity in the property is treated as a non-current asset investment, which is matched with the grant
received,

Taxation
The Association is a Registered Scottish Charity and is not fiable to taxation on its charitable activities.

Estimation Uncertainty

The preparation of financial statements requires the use of certain accounting estimates. It also requires the
Management Commitiee to exercise judgement in applying the Association's accounting policies. The areas
requiring a higher degree of judgement, or complexity, and areas where assumptions or estimates are most
significant to the financial statements, are disclosed below:

a) Rent Arrears - Bad Debt Provision
The Association assesses the recoverability of rent arrears through a detailed assessment process which
considers tenant payment history, arrangements in place and couri action.

b) Life Cycle of Components
The Association estimates the useful lives of major components of its housing property with reference fo
surveys carried out by external qualified surveyors.

c) Useful life of properties, plant and equipment
The Association assesses the useful life of its properties, plant and equipment and estimates the annual
charge to be depreciated based on this assessment.

d) Costs of shared ownership

The Association allocates costs fo shared ownership properties on an percentage basis split across the
number of properties the Association owns.
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GOVAN HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018
NOTES TO THE FINANCIAL STATEMENTS (Continued)

Leases/Leased Assets

Costs in respecl of operating leases are charged to the Statement of Comprehensive Income on a
straight line basis over the lease term. Assets held under finance leases and hire purchase contracts
are capitalised in the Statement of Financial Position and are depreciated over their useful lives.

Works to Existing Properties
The Associalion capitalises major repairs expenditure where these works result in an enhancement of
economic benefits by increasing the net rental stream over the life of the property.

Capitalisation Of Development Overheads
Directly attributable development administration costs relating to development activities are capitalised
in accordance with the Statement of Recommended Practice.

Development Interest
tnterest incurred on financing a development is capilalised up to the date of practical completion of the
scheme.

Housing Property Managed By Agents

Where a third parly manages the Association's housing property the accounting treatment reflects the
substance of the transactions. The property is only excluded if the rights and obligations assocciated
with the scheme has been transferred [o the third party.

Key Judgements made in the application of Accounting Policies

a) The Categorisation of Housing Properties

In the judgement of the Board of Management the entirety of the Association's housing stock is held
for social benefit and is therefore classified as Propertly, Plant and Equipment in accordance with FRS
102

b) Identification of cash generating units
The Association considers its cash-generating units to be the schemes in which it manages its
housing property for asset management purposes.

¢) Financial instrument break clauses

The Association has considered the break clauses attached to the financial instruments that it has in
place for its Ioan funding. In the judgement of the Board of Management, these break clauses do not
cause the financial instrument to be classified as a complex financial instrument and therefore they
meet the definition of a basic financial instrument.

d} Pension Liability

in March 2018 the Association received details from the Pension Trust of the valuation of the pension
scheme at September 2015 and the Pension Trust's estimate of the Association’s future past service
deficit contributions. The Association has used this to provide the basis of the pension past service
deficit liability in the financial statements. The Management Gommittee feels this is the best available
estimate of the past service liability.

Financial Instruments - Basic

The Association classes all of its loans as basic financial instruments including agreements with break
clauses. The Association recognises basic financial instruments in accordance with Section 11 of
Financial Reporting Standard 102.

The Association's debt instruments are measured at amortised cost using the effective interest rate
method.
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GOVAN HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018
NOTES TO THE FINANCIAL STATEMENTS (Continued)

2018 2017

Operaling Operating
Qperating Surplus / Operaling Surplus /
Noles Turnover Caosts {Deficlf) Turnover Costs (Deficit)
£ £ £ £ £ £

Affordable letling activites 3 7,734,545 6,363,308 1,371,239 7,408,099 5,844,868 1,563,231
Other Activities 4 316,116 588,525 {272,409) 427,621 488,531 {60,910}

Total 8,050,661 6,951,831 1,068,830 7,835,720 6,333,399 1,502,321

AFFORDABLE
General
Needs Supported Shared 2018 2017
Housing Housing Ownership Totat Total
£ £ £ £ £
Revenue from Leilings
Rent receivable net of service charges 5,873,903 £8,259 72,216 6,014,378 5,618,878
Service charges receiveable 23,524 107,846 - 131,370 216,960
Gross income from rent and service charges 5,897,427 176,105 72,216 6,145,748 5,835,838
Less: Rent losses from voids 37,183 - - 37,183 43,258
Het Rents Recelvable 5,860,244 176,105 72,216 6,108,565 5,792,580
Grants released lrom deferred income 1,547,866 - 13,820 1,661,788 1,547,800
Revenue grants [rom Scoitish Ministers 64,194 - - 64,194 87,719
Total iurnover from affordable letting aclivilies 7.472,404 176,105 86,036 7,734 545 7,408,089
Expenditure on affordable letting activilies
Management and maintenance adrministralion costs 2,082,150 29,615 27,815 2,139,580 1,671,780
Servive Costs 130,419 75,704 6,611 212,734 123,823
Planned and cyclicat maintenance, including major repairs 524,396 - - 524,398 558,654
Reaclive maintenance cosls 1,374,774 - 1,162 1,375,836 1,324,162
Bad Debts - rents and service charges 97,920 - 3,305 101,234 99,723
Depreciation of alferdable et properiies 1,993,724 - 5,700 2,009,424 1,886,716
Operating costs of attordable letting aclivilies 6,203,394 105,319 54,693 8,363,306 5,844,368
Operating surplus on atfordable letling activities 1,269,010 70,786 31,443 1,371,239 1,563,231
1,448,980 69,757 44,494

2017
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GOVAN HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018
NOTES TO THE FINANCIAL STATEMENTS (Continued)

The Officers are defined in the Co-operative and Community Benefit 2018 2017
Societies Act 2014 as the members of the Management Committee,

managers and employees of the Association. £ £
Aggregate Emoluments payable to Officers with Emoluments greater than

£60,000 (excluding Pension Contributions) 154,571 148,297

Pension contributions made on behalf on Officers with emoluments greater

than £60,000 19,834 17,011

Emoluments payable to Chief Executive {excluding pension contributions) 88,715 86,525

Total Emoluments paid to key managemerti personnel 193,843 183,435

The number of Officers, including the highest paid Officer, who received emoluments (excluding pension
contributions) over £60,000 was in the following ranges:-

Number Number
£60,001 to £70,000 1 1
£80,0061 to £90,000 1 1

2018 2017
No. No.
The average monthly number of full time equivalent persons empioyed
during the year was: 36 52
The average total number of Employees employed during the year was: 38 53
Staff Gosts were: £ £
Wages and Salaries 1,222,107 1,387,380
Social Security Cosis 121,695 124,782
Other Pension Costs 115,133 123,947

1,458,935 1,636,109
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GOVAN HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018
NOTES TO THE FINANCIAL STATEMENTS (Continued)

GAIN ON SALE OF HOUSING STOX

2018 2017

g £

Sales Proceeds 32,828 40,274
Cost of Sales {31,170) 13,291
Gain On Sale Of Housing Stock 63,298 26,983

2018 2017
£ £
On Bank Loans & Overdrafts 352,171 362,152

352,171 362,152

SURPLUS FOR THE YEAR
2018 2017
Surplus For The Year is stated after charging/(crediting}: £ £
Depreciation - Tangible Owned Fixed Assels 2,142,275 2,067,197
Auditors’ Remuneration - Audit Services 9,540 9,018
Auditors' Remuneration - Other Services 2,160 -
Operating Lease Rentals - Other 6,229 2,609
Gain on sale of fixed assels (63,998} (26,983}

TAXON SURPLUS ON ORDINARY: ACTIVITIES

The Association is a Registered Scottish Charity and is not liable to United Kingdom
Corporation Tax on its charitable activities.

19, OTHER FINANCE INCOME / CHARGES _

Unwinding of Biscounted Liabilities 3,147 80,155
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GOVAN HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018
NOTES TO THE FINANCIAL STATEMENTS (Continued)

COST

As at 1 April 2017 92,994,289 369,963 784,995 94,149,247
Additions 632,870 113,671 - 746,541

Disposais (274,719) {10,163) - (284,882)
Schemes Completed 319,951 {319,951) - -
As at 31 March 2018 93,672,391 153,520 784,995 94,610,906
DEPRECIATION

As at 1 Aprit 2017 29,239,140 - 266,898 29,506,038
Charge for Year 1,960,292 - 15,700 1,984,992
Disposals (239,070} - - (239,070)
As at 31 March 2018 30,969,362 - 282,598 31,251,960
NET BOOK VALUE

As at 31 March 2018 62,703,029 153,520 502,397 63,358,946
As at 31 March 2017 63,755,149 369,963 518,097 64,643,209

Additions to housing properties include capitalised development administration costs of nif (2017 - nil) and
capitalised major repair costs to existing properties of £469,185 (2017 - £462,586).

All land and housing properties are heritable.

Total expenditure on existing properties in the year amounted to £2,646.875 (2017 - £1,020,283}. The amount
capitalised is £746,541 (2017 - £462,586) with the balance charged to the statement of comprehensive
income. The amounts capitalised can be further split between component replacement of £469,185 (2017 -
£462,586) and improvement of £277,356 (2017 - £0).

The depreciation charge on housing properties as shown above differs from that per Note 3 dus to
accelerated depreciation on component replacements.

The Association's Lenders have standard secuwities over Housing Property with a carrying value of
£16,194,137 (2017 - £16,317,405).
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As at 1 April 2017 581,341 333,478 1,037,381 75,612 2,027,210
Additions 107,509 40,379 - 271,049 418,937
Eliminated on Disposals - {2,586) {16,73%) {73,314) (92,639)
As at 31 March 2018 688,850 371,269 1,020,642 272,747 2,353,508
AGGREGATE DEPRECIATION

As at 1 April 2017 108,864 251,993 291,105 52,155 704,117
Charge for year 13,777 57,121 18,368 68,017 157,283
Eliminated on Disposals - {1,666) (335)  (b1,136) (53,137)
As at 31 March 2018 122,641 307,448 309,138 69,036 808,263
NET BOOK VALUE

As at 31 March 2018 566,209 63,821 711,504 203,711 1,545,245
As at 31 March 2017 472,477 81,483 746,276 22,857 1,323,093

13. CAPITAL COMMITMENTS .

2018 2017

£ £
Capital Expenditure that has been contracted for but has not been provided for in the Financial
Statements 138,045 237,722

The above commitments wilf be financed by a mixiure of public grant, private finance and the Associalion's own resources.

Following the commission of a specialist archilecturat report relative to one of the Association’s developmenis the
Association have bagun legal action against third parties. I is anticipated that the costs of necessary remedial works shall
be borne in full by a third party following resolution of the case and are therefore not incorpeorated above.

UNDER OPERATING LEASES
At the year end, the totaf future minimum lease payments under non-cancellable operating leases 2018 2017
were as follows:- £ £
Cther
Not later than cne year 6,229 2,600
Later than one year and not later than five years 17,801 4,676

EIVABLES AMOUNTS FALLING DUE AFTER:MORE THAN ONE YEAR

2018 2017
£ £
Loan fo subsidiary 275,600 -

The lean to the subsidiary company attracts interest of 3.5% and is due for final repayment by 31 March 2022,

S RECEIVABLES AMOUNTS FALLING DUE WITHIN ONE YEAF

2018 2017

£ £

Arrears of Rent & Service Charges 350,876 306,548
Less: Provision for Doubtiul Debts (215,284) {156,120}

136,592 150,428

Social Housing Grant Receivable 208,339 531,507
Other Receivables 275,493 376,727
Amounts Due froms Group Undertakings 349,784 -

969,208 1,058,662
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7. PAYABLE!

2018 2017
£ £
Bank Cverdrafls (secured) 164,197 82,198
Housing Loans 381,804 377,913
Motor Vehicle Leases 40,004 -
Trade Payables 44,263 396,916
Rent Received in Advance 587,006 506,727
Other Taxation and Social Security 44,107 -
Other Payables 478,623 462,677
Liability for Past Service Conlributions 254,056 246,656
Accruals and Deferrad Income 365,847 648,211

2,359,907 2,719,299
Al the balance sheet date there were pension: contributions outstanding of £36,783 (2617 - £36,674).

D AYABLESTAMOUNTS B/

2018 2017

£ £

Liability for Past Service Contributions 755,844 1,006,753
Motar Vehicle Leases 174,602 -
Housing Loans 10,107,491 10,492,518

11,037,937 11,499,271

Housing Loans

Amounis dug within one year 381,804 377,913
Amounis due in one year or more but less than two years 388,735 384,979
Amounts due in two years or more but less than five years 1,230,350 1,198,653
Amounts due in more than five years 8,488,406 8,508,886

10,489,295 10,870,431
Less: Amount shown in Current Liabilities 381,804 377,913

10,107,491 10,492,518

Motor Vehicle [.eases

Amounls due within one year 40,004 -

Amounts due in one year or more but less than two years 40,004 -

Amounts due in lwo years or inore but less than five years 134,598 -
214,606

Less: Amount shown in Current Liabilities 40,004 -
174,602

Liability for Past Service Contributions

Amounls due within one year 254,056 246,656
Amounls due in one year or more but less than two years 261,677 254,056
Amounts due in lwo years or more but less thar five years 494,167 752,697

1,002,900 1,253,408
Less: Amount shown in Current Liabilities 254,056 246,656

755,844 1,008,753

of which are as foll

LIBOR +1.7% ST T ariable
~:Base + 0.2% . : RN “Variable

BA% Fixed
LIBOR +0.2% . Variable
R L4.8% o " Fixed
RBS - 4.9% Fixed

A totai of 392 preperlies are secured by RBS wilth a NBV of 216,184,137 (2017: 382 properties, NBY of £16,317,408).

Al of the Association's bank borrowings are repayable on a monthly basis with the principal being amortised over the
term of the loans.

The liability for the past service contribuiions has been accounted for in accordance with FRS 102 para 28.13A and
represents the present value of the conlributions payable. The cash out flows have been discounted at a raie of 1.51%
(2017 - 1.06%).
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Reconciliation of operating surplus to net cash inflow from operaiing activities 2018 2017
£ £
Operaling Surplus 1,098,830 1,502,321
Deprecialion 2,159,961 2,096,559
Amortisation of Capital Granis (1,500,237) (1.564,169)
Change in deblors (233,714} (95,348)
Change in credilors {621,588) 204,434
Unwinding of Discount orr Pension Liabitity 3,147 (80,155)
Change in toan 1o subsidiary {275,000) -
Share Capital Written Oif (28)
Net cash inflow from operating aclivities 725,077 2,083,642

DEFERRBED INCOME

Social Housing Grants

As at 1 April 2017 72,236,726 358,265 690,982 - 73,285,973
Addittons in the year 414,926 93,896 - - 508,822
Eliminatad on disposal of components and properly (83,464) - - - {83,464}
Transferred 319,952 {318,952) - - -
As at 31 March 2018 72,888,140 132,209 690,982 - 73,711,331

Amortisation

As at 1 Aprit 2017 25,067,328 - 234,934 - 25,302,262

Amertisation charge in the year 1,548,286 - 13,820 - 1,562,106

Disposed of in the year (77,6837) - - - (77.837)

As at 31 March 2018 26,537,977 - 248,754 - 26,786,731

Net book vatue
As at 31 March 2018 46,350,163 132,209 442 228 - 46,024,600

As ai 31 March 2017 47,169,398 358,265 456,048 - 47,983,711

Other Grants

As at 1 Aprit 2017 - - - 920,345 920,345
Additicns in the year - - - 2,000 2.000
Eliminated on disposal of componenis and property - - - {16,000} (16,000)
As at 31 March 2018 - - - 906,345 906,345

Amortisation

As at 1 April 2017 - - - 251,993 251,993

Amortisation charge in the year - - - 16,088 16,088

Disposed of in the year - - - (320) {320)
As at 31 March 2018 - - - 267,761 267,761

Net book value

As at 31 March 2018 - - - 638,584 638,584

As at 31 March 2017 - - - 668,352 668,352

Total grants net book value as at 31 March 2018 46,350,163 132,208 442,228 £38,584 47,563,184

Total grants net book value as at 31 March 2017 47,169,398 358,265 456,048 (68,352 48,652,083

This is expected to be reieased to the Slatemeni of Comprehensive Income in the following years:

2018 2017

£ £

Amounts due within one year 1,661,786 1,564,169
Amounts due in ane year or more 46,00%,398 47,087,894

47,563,184 48,652,063
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Shares of £1 each Issued and Fully Paid 2018 2017
£ £

As al 1 April 2017 218 212

Issued in year 6 6

Cancelled in year (28)

At 31 March 2018 196 218

Each member of the Association holds one share of £1 in the Association. These shares carry no righls lo
dividend ar distributions on a winding up. When a shareholder ceases to be a member, that person's share is
cancelied and the amount paid therean becomes the praperty of the Association. Each member has a right to vote
at members' mestings.

The number of unils of accommodation in management 2018 2017
at the year end was:- No. No.
General Needs - Built by Association 476 476
General Needs - Purchased by Association 1,072 1.068
Shared Ownership 23 23
Supported Hausing 24 24
1,595 1,591

Housing units owned by the Association but managed by another body:

Name of Organisation Number of Units
2018 2017
. No. No.
Loretto Care Coott 1
Key Housing Association e
Talbot Association 1 1

Members of the Management Committee are related parties of the Association as defined by Financial Reparting
Standard 102.

Those members who are tenants of the Association have lenancies that are on the Association's normal tenancy
terms and they cannot use lheir positions to their advantage.

The Management Commitlee members cannot use their position o their advaniage. Any transactions between the
Association and any entity with which a Management Committee member has a connection with is made at arm's
length and is under normal commercial terms.

Transactions with Management Comimittee members (and their close family) were as follows:

2018 2017
£ £

Renl received from tenants on the Management Committee and thsir close family
members ) 15,484 21,090

At the year end total rent arrears owed by the tenanl members on the Management Committee {and their close
family) were £754 (2017 - £65).

Members of the Management Comniittee who are tenants 4 6

Note 27 provides further information on transactions with the Association's wholly owned subsidiary - Govan
Home Team G.LC.
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The Association is a Registered Society registered with the Financial Conduct Authority and is domiciled in
Scotland.

The Association's principal place of business is 35 McKechnie Street, Govan , Glasgow .

The Association is a Registered Social Landlord and Scottish Charity that owns and manages social housing
property in Govan.

. MANAGEMENT COMMITIEE MEME

Management Committee members received £2,272 (2017 - £5,307) in the year by way of reimbursement of
expenses. No remuneration is paid to Management Committee members in respect of their dulies to the
Association.

Page 42



GOVAN HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018
NOTES TO THE FINANCIAL STATEMENTS (Continued)

Investments in Subsidiaries 2018 2017
£ £

Cost

As al 1 April and 31 March 1 -

NBV

As al 31 March 2018 1 .

As at 1 April 2017 1 -

In the opinion of the Management Commitiee the aggregate vaiue of the assets of the subsidiary is not less than the
aggregate of the amounts at which those assels are staled in the Association's balance sheet.

The Asscciation has a 100% owned subsidiary named Govan Home Team C.1.C. The refationship between the
Association and its subsidiary is set out in an independence agreement between both parties.

During the year, the Association was charged £1,293,347 (2017 - £nil) for work undertaken by the subsidiary
company, inciuding planned, reactive and cyciical maintenance. Included within this amount was £13,284 (2017 -
£nil) in relation to grants applicable to the company.

The Association recharged operating costs mel by the Association on behalf of the subsidiary. These included
leased motor vehicles, wages and salaries, materials and other overheads iotalling £1,453,396 (2017 - £nil).

The parent Association recharged leasehold improvements totalling £371,450 in respect of costs which were met on
behall of the subsidiary for the fit out at Edministon Drive, £371,450 of which has been capitalised as Leasehold
Improvements in the balance sheet of the subsidiary.

The parent Association made a 50% grant contribution towards the cost of the leasehold improvements in the
subsidiary company, Govan Home Team C.|.C.

The subsidiary has an outstanding loan wilh the Association totalling £275,000 of which interest is being charged at
3.5% per annum. Applicable interest for the period ended 31 March 2018 has been accrued {£4,010) through the
intercompany debtor.

fn addition to the loan balance, the subsidiary owed the Association £349,784, represenied by an intercompany
debtor. This is shown within current debtors (note 16j.

The Assaciation acts as a guarantor on the subsidiary's lease of 246 Edminston Drive, Glasgow

The agaregate amount of capial and reserves and lhe resulls of Govan Home Team C.1.C for the year ended 31
Martch 2018 were as follows:

2018 2017

£ £

Capital & Reserves 24,651 -
Surplus for the year 24,650 -
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General
Govan Housing Association Limited participated in the Scottish Housing Association Pension Scheme
(the scheme}.

The Scheme is a multi-employer defined benefit scheme. The Scheme is funded and is coniracted out
of the state scheme.

It is not possible in the normal course of events to identify the share of underlying assets and liabilities
belonging to individual participating employers as the scheme is a multi-employer arrangement where
the assets are co-mingled for investment purposes, benefits are paid from the total scheme assets, and
the contribution rate for all employers is set by reference to the overall financial position of the scheme
rather than by reference to individual employer experience. Accordingly, due to the nature of the
Scheme, the accounting charge for the period under FRS102 represents the employer contribution
payable.

The last valuation of the Scheme was performed as at 30th September 2015 by a professionally
qualified actuary using the Projected Unit Credit method. The market value of the Scheme’s assets at
the valuation date was £612m. The valuation revealed a shortfall of assets compared with the value of
liabilities of £198m (equivalent to a past service funding level of 76%).

The Scheme operates on a 'last man standing' basis, meaning that in the event of an employer
withdrawing from the Scheme and being unable to pay its share of the debt on withdrawal. Then the
liability of the withdrawing employer is re-apportioned amongsi the remaining employer. Therefore in
certain circumstances the Association may become liable for the obligations of a third party.

Based on the September 2015 valuation, the scheme has provided an estimate of the contributions
required to fund the past service deficit. tinder the new proposals the Association will make payments
of £254,056 from 1 April 2018 (2017 - £236,693). Payments are expected 1o increase by 3% per annum
and continue until February 2022.

All employers in the scheme have entered into an agreement to make additional contributions to fund
the scheme's past service deficit. This obligation has been recognised in terms of Para 28.11A of
Financial Reporting Standard 102. At the statement of financial position date the present value of this
obligation was £1,009,900 (2017 - £1,253,409). This was calculated by reference to the terms of the
agreement and discounting the liability using the yield rate of a high quality corporate bond with a similar
ferm. This discount rate used was 1.51% (2017 - 1.06%).

The Association made payments totalling £361,789 (2017: £360,640) to the past service deficit and the
defined contribution schems during the year. The payment towards the past service deficit liabifily was
£246,656 (2017: £236,693) and the payments towards the defined contribution scheme were £115,133
(2017 - £123,947)
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