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FINANCIAL AND OPERATIONAL REVIEW

For the year ended 31st March 2010

KEY FINANCIAL HIGHLIGHTS

o Surplus for the year

o Investment in improving existing tenants
homes and also providing new housing

o Financial reserves

e Current ratio

¢ Interest cover ratio

2009/10 2008/09 Change
£515,891 £616,596 -16%
£4,555,388 £1,812,363 +151%
£10,091,224 £9,575333 +5%
2.96 times 3.19 times -7%
6.38 times 4.87 times +31%

This review will consider the financial and
operational performance of Govanhill Housing
Association Limited (the Association) and its
subsidiary companies, Govanhill Community
Development Trust Limited and Great Gardens.

GOVANHILL HOUSING ASSOCIATION

SURPLUS FOR THE YEAR - DECREASE 16%

It gives us pleasure to report to our members that
the Association made satisfactory operational and
financial progress during the year to 31st March
2010. The surplus generated in the year to 31st
March 2010 of £515,891 was a significant
decrease of 16% on the surplus of £616,596
generated in the previous financial year. The
surplus did, however, significantly exceed the
budgetary target for the year and also reflects a
further increase in our spend on the major
repairs programme of £105,643.

SURPLUS FOR THE YEAR
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The Association’s turnover was £5,690,549
during 2009/10, an increase of 3%, compared
with the turnover of £5,528,741 in 2008/09.

Operating cosis increased by 4%, from
£4,865,034 in 2008/10 to £5,083,053 in 2009/10.
Expenditure on major repairs increased (o
£1,284,773 in  2009/10, compared  with
expenditure of £1,179,128 in 2008/09, in line with
past decisions by the Committee of Management
to increase the major repairs programme in
2009/10 and also to accelerate the major repairs
programme and spend more significantly from
next year.

To ensure that adequate funds are available to
meet our commitment to carry out fulure major
repairs, the Association has set aside £257,807
from its surplus for 2009/10 of £515,891 and
transferred this amount to financial reserves held
to fund future major repairs.

The remaining  balance  increased  the
Association’s revenue reserves to £5,568,187 at
31st March 2010. These revenue reserves are sel
aside to manage the general risks faced by the
Association and they are essential for ensuring
the Association's long-ternt viability and also the
security of our tenants’ homes.

INCOME AND EXPENDITURE

A breakdown of the use of the Association’s
income for 2009/10 and 2008/09 is shown on the




FINANCIAL AND OPERATIONAL REVIEW - Cont.

graphs below.

USE OF INCOME - 31st March 2010
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The Association reduced the proportion of its
income spent on interest and costs in the year to
3ist March 2010, compared with the previous
year. The Association increased the proportion of
its income spent on maintenance and major
repairs of our tenants’ homes and also decreased
the proportion on income spent on staff cosis in
the year to 3lst March 2010. These changes
resulted in the surplus for the year decreasing as
a proporfion of income from 6% to 5%.

The most significant change was the step-up in
major repairs spend from 21% to 23% of income.
The Association is commitied to a significant
programme of major repairs to improve ils older
stock. We have budgeted for a significant increase
in expenditure in our medium-term and long-term
financial projections and this will considerably
reduce surpluses built up for this purpose in
Suture years. However, such investment will
secure the integrity of our stock and improve the
amenity of the houses for the benefit of our
tenants and meet the requirement to comply with
the Scottish Housing Quality Standard.
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BALANCE SHEET - ASSETS AND LIABILITIES
INVESTMENT IN HOUSING - INCREASE 151%

It is pleasing to note that the Association was able
fo invest £4,555,388 in housing in the year to 31st
March 2010, comprising of both capital
expenditure and major repairs expendilure.
However, housing continued to receive a fow
priority in terms of public sector spend and we
were also operating in a very harsh financial
climate post the ‘credit crunch’. This was an
increase of 151% on the investment of £1,812,363
made in 2008/09.

The Association increased its investment in
providing new homes, through its development
programme, by 416% to £3,270,615 in 2009/10,
from £633,235 in 2008/09.

DEVELOPMENT PROGRAMME
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A strong commitment to investment in housing by
the Scoltish Government and Glasgow City
Council is required to eradicate the large number
of properties which are still in a sub-tolerable
condition within the Govanhill area.

The Association has always campaigned to raise
the issue of sub-tolerable housing in Govanhill
with various government agencies, the local
authority and elected representatives. It is
proving ever more difficult to progress this
programme of works and we continued fo lobby
the Scottish Government through our Public
Petition to address the scale of the problem.
Consequently, during 2009/10, £3.5m has been
invested by Glasgow City Council in the south
west of the area fto address the worst of the
property disrepair. The Association is working
closely with Glasgow City Council to support this
ongoing programme of work.
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INVESTMENT IN HOUSING - cont.

Despite the pressures of capital funding
constraints, the Association was still able to take
Jorward a development programme with the
support of Glasgow City Council. During the last
Sfinancial year the Association concentrated on
completing newbuild housing in Bankhail Street
and also on developing its proposals for newbuild
housing at Cathcart Road and in Merrylee.

During the last ten years our investment in
providing additional housing properties has
increased from £56,662,711 at 31st March 2000
o £73,810,947 at 31st March 2010.

INVESTMENT IN HOUSING - AT COST
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It is also appropriate that we lake this
opporiunity to recognise the support that has
been provided to the Association from various
Junding bodies over many years, in particular
Glasgow City Council. We look forward to the
continued support of all our key partners in fulure
years.

MAJOR REPAIRS AND IMPROVEMENT OF
QUR EXISTING TENANTS' HOMES

The Association is commitled to a significant
programmie of major repairs and improvements (o
our existing tenants’ homes in the coming years.
We recognise that, as well as investing to provide
new homes, it is also essential to continually re-
invest in and improve the condition of our
existing housing.

This financial year, the Association spent
£1,284,773 on its major repairs programme, a 9%
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increase on the £1,179,128 spent in the previous
year. This involved the replacement of 59 older
bathrooms with new installations, 62 new
kitchens, 79 new central heating systems and
various other improvement and upgrading works
relating to window replacements, door entry
systems, suspended ceilings, and roof repairs.

This programme of works will continue to
increase significantly in fiture years to secure
the integrity of the stock and meet the
requirements of the Scottish Housing Quality
Standard by the year 2015.

When the majority of our existing stock was
originally improved the grant funding was
restricted, on the basis that future major repairs
would receive grant funding as this became
necessary. As a consequence of changes
introduced into the funding regime applied to
housing associations and also public expenditure
pressures, the Association is now required to
Jund future major repairs and improvement of its
existing stock from ils own resources.

To create the financial reserves necessary fo
ensure that the condition of the Association’s
housing stock is adequately maintained will
result in an upward pressure on owr tenants’
rents.

At 31st March 2009 the Association had set aside
£4,265,230 of restricted and designated reserves
to cover fiture major repairs expenditure. This
was increased further, lo £4,523,037 at 3lst
March 2010, by an additional transfer of
£257,807 from the surplus for the financial year
of £515,891.

FINANCIAL RESERVES - INCREASE 5%

Financial reserves, consisting of restricted and
designated reserves sel aside to fund future major
repairs and improvement of our housing stock
and also revenue reserves sel aside lo manage
the general risks faced by the Association, stood
at £10,091,224 at 31st March 2010. This
represents an increase of 5%, compared with the
Sfinancial reserves at 3lst March 2009 of
£9,575,333.
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FINANCIAL RESERVES - INCREASE 3% - cont.

The breakdown between restricted and designated
reserves, sel aside to fund fiture major repairs,
and revenue reserves, set aside to manage
general risks, are shown on the graph below. It
will be noted that it has been possible to steadily
increase our major repair reserves through
careful financial management,

I
MAJOR REPAIRS AND RISK RESERVES
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CASHFLOW STATEMENT
CASH AND LIQUIDITY

Net cash inflow from operating activities of
£26,321 was generated in 2009/10, compared
with a net cash inflow from operating activities of
£1,244,381 in 2008/09. This decrease in
operational cashflows of around £1 million
reflects a significant increase in debtors. This
increase in debitors arose from Glasgow Cily
Council delaying grants due to be paid to the
Association to fund projects in its development
programme.

The decrease in cash generated during 2009/10 of
£848,580, from an increase of £838,790 in
2008/09, was mainly due to the decrease in
operational cashflows, but was also due to an
increase in our net investment in properly assels
to £639,7/16 in 2009/10, from £207,507 in
2008/09.

The Association’s current ratio {shovi-term assels
available to cover short-term liabilities) is a
primary measure of short-term viability and fell
from 3.19 times cover at 31st March 2009 to 2.96
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times cover at 315t March 2010, a decrease of 7%
as shown on the graph below.

CURRENT RATIO

31st March

This ratio was stronger at 31st March 2010 than
the Association’s internal target. The ratio will
reduce in the coming years, as our cash and bank
balances are used to fund a significant
programme of major repairs and also to minimise
the amount of loans raised for our ongoing
development programme.

Cash and bank balances less bank overdrafts
stood at £3,649684 at 31st March 2010,
compared with £4,498,255 at 31st March 2009, a
decrease of 19% during the financial year.

TREASURY MANAGEMENT
CAPITAL STRUCTURE AND OUR DEBT BURDEN

The Association’s most significant investmenis
are in property, financed by a capital siructire
consisting primarily of grants and loans. The
Association adopts a conservative policy with
regard to its capital structure. Loans are raised
as conventional mortgages, secured over the
properties being financed, and are generally
repayable over 20 years or more.

The proportion of the cost of housing properties
financed by loans remained at 3% in 2009/10.
The balance is funded by grants which are
repayable under certain circumstances, of which
the most likely would be a decision to sell
properties.

Prudent management of the Association’s
finances over many years has resulted in the debt
burden arising from outstanding loans being
minimised, while the cash balances and financial
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CAPITAL STRUCTURE AND OUR DEBT BURDEN -
cont,

reserves of the Association have been increased
as shown on the graph below.

LOANS, CASH, AND RESERVES
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This financial control has been essential in
ensuring the long-term viability of the Association
and also in protecting our tenants’ security.

To minimise our exposure to movemenis in
interest rates the majority of loans are raised at
Sfixed rates of interest.

INTEREST COVER RATIO - INCREASE 31%

The interest cover ratio measures the ability of
the Association to service its loans, by comparing
interest payable with the operating surplus for the
year plus interest receivable. The interest cover
ratio increased by 31% to 6.38 times cover in
2009/10, compared with 4.87 times cover in
2008/09, as shown on the graph below. This ratio
is a key measure of the Association’s short-term
and long-term viability and was stronger than the
Association’s internal target.

INTEREST COVER RATIO
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FUTURE PROSPECTS

The Association’s financial position is sound and
a trend of improvement in its financial and
operational performance has been maintained
over many years.

We will continue to manage our finances in a
prudent manner and will also deliver value for
money lo our tenants and other private owners.
This will be achieved by:

o selling rents at levels which are affordable to
our tenants;

o providing a quality service; and
tight cost control,

The Association is following a number of
strategies which we expect will continue to
improve the returns that we are generating on the
assels and capital used by the Association in
Suture years.

The Association continues to invest in new
housing through its development programme.
However, the eradication of below tolerable
standard tenemental housing has proved difficult
to progress due to changes in the improvement
and repair grant system and the introduction of
new housing legislation. Glasgow City Council is
currently preparing a strategy for dealing with
older private housing in this area, The
Association will be a key stakeholder in that
process. o

Newbuild opportunities remain limited, but apart
Jfrom the newbuild in Bankhall Street, we are also
taking forward proposals for the development of
the site at the junction of Cathcart Road and
Butterbiggins Road, as well as the site of the
Jormer Merrylee Primary School.

The major repairs and planned mainienance
programmes  remain key elements of the
Association’s  strategy  to  provide warm,
comfortable and safe housing to a high quality,
and secure the integrity of its stock for the future.

In the absence of grani funding for major repairs,
the Association will require to fund the
programme from loan finance and its own
resources, which will necessitate  further
consultation and review of the rental structure
and measures of affordability. We also expect the
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FUTURE PROSPECTS - cont.

annual surplus generated by the Association to
decline significantly in fiture years, in response
to the additional major repairs costs envisaged.

The previous financial year to 31st March 2009
was a tumultuous one for the Association. We
experienced a global financial storm, referred to
as the ‘credit erunch’, of such intensity as has not
been witnessed since the Great Depression in the
1930s.

We weathered this storm relatively unscathed, but
sadly our two largest lenders HBOS and
Dunfermline Building Society collapsed
financially and were taken over by Lloyds
Banking Group and Nationwide Building Society
respectively. This disturbed our existing long-
term funder relationships and in response we
developed a detailed 30-year business plan in
2009/10 to allow the Assaciation to approach a
number of lenders to establish their willingness to
support the Association’s future financing
requirements.

After the end of the financial year to 31st March
2010, the Association issued a Funding
Prospectus to raise a £15 million loan facility.
Following a very competitive bidding process,
involving a number of UK banks that expressed a
very keen interest in funding the Association’s
Sfuture financing requirements, the Association’s
Committee of Management selected a preferred
lender on 7" July 2010.

We are close to completing the documentation
and providing the necessary security to put the
new loan facility in place with the selected lender.
This process is expected to complete over the next
Sfew moniths.

The £15 million loan facifity will fund:

e the purchase of additional housing sfock,
which is being transferred by Glasgow
Housing Association to us and will
provide local community ownership for
the tenants involved in the transfer,

* an increase in the major repairs
programmes which will significantly
improve our existing tenants’ homes and
also our new tenants’ homes, following
the transfer; and

o (he new homes we also plan to build
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We believe that the worst point of the current
recession has now passed, but that the recovery
[from this point will be slow and protracted and
will certainly run throughout most of 2010/11. It
is also our expectation that public expenditure
will be tightly squeczed for a number of years.
Together, these indicate the need for financial
caution in the year ahead.

GOVANHILL COMMUNITY
DEVELOPMENT TRUST LIMITED

Govanhill Community Development Trust Limited
(the Trust) is a 100% owned subsidiary of the
Association which is involved in community re-
generation within the Govanhill area. The Trust’s
Sinancial performance is reviewed befow.

LOSS FOR THE YEAR

It is disappointing to report to our members that
the Trust made another loss of £168 during the
year to 31st March 2010, compared with a loss of
£41,545 in 2008/09. The [oss, however, was lower
than the projected budgeltary loss for the financial
year and reflects the continuing impact of
recession on the commercial property market.

The loss for the year was generated principally
from: renting commercial units at the New
Bridgegate Church Workspaces, 69 Dixon Road;
the Victoria Court Workspaces, 1-9 Hollybrook
Place; Samaritan House, 79 Coplaw Street, and
Forsyth House, 151 Coplaw Street, Govanhill;
rental of intensive supported accommodation for
15 homeless women in partnership with the
Glasgow Simon Community;, and a range of
‘wider action’ projects carried out for the benefit
of people living in the local Govanhill community.

PROFIT / (LOSS) FOR THE YEAR
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GOVANHILL COMMUNITY
DEVELOPMENT TRUST LIMITED — cont.

FINANCIAL RESERVES

The Trust has increased its financial reserves
over the last five years to £615,350 at 31st March
2010, from £507,841 at 31st March 2005, despite
making losses during the last two financial years,
as shown on the graph befow.

FINANCIAL RESERVES
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THE FOCUS OF THE TRUST'S WORK IN
2009/10

Once again, the Trust was able to make a social
and economic investment in the community by
providing opportunities for local people lo
improve their own quality of life.

The Trust's partnership with Langside College
continues {o provide local learning and
educational opportunities within the Community
Campus at Samaritan House. The Trust also
contined to support Great Gardens, a sister
subsidiary of the Association, with the provision
of office accommodation at ils workspace at
Victoria Court in Hollybrook Place.

During the last financial year the Trust once more
contributed financially to the staffing costs of the
Govanhill Law Centre, assisted the Govanhill
Family Support Group, and also acted as the
Intermediary Body and Fundholder to the
Govanhill & Pollokshields Integration Network.

Towards the end of the year, the Trust provided
rent-free office accommodation at Samaritan
House for the establishment of a multi-agency
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‘Hub' so that an improved, coordinated
approach to service delivery by statutory and
voluntary agencies could be targeted in response
to the social issues and concerns raised by local
residents.

Last year the Trust was also instrumental in
establishing  Govanhill ~ Community  Action
(GoCA), providing a forum for all the community
groups fo come logether, lo share experiences,
and also to develop a platform for community
control and empowerment in the decision-making
process.

FUTURE PROSPECTS

The Trust will continue to work in partnership
with local residents and organisations to meet the
identified needs and priorities in the Govanhill
COmMmuRity.

However, in a difficult financial and operational
environment, the Trust's ability to re-invest any
surplus from its commercial workspaces remains
limited for the foreseeable future.

A further loss is projected for the coming
Sinancial year to 31st March 2011, reflecting our
expectation that the current recession, referred (o
as the ‘credit crunch’, will continue to impact on
the commercial rental property  markel
throughout 2010/11.

In subsequent years profitability is expected to be
restored, The company is afso expected to
maintain a satisfactory level of financial strength
in fiture years. This financial strength, together
with the experience of the Board of Directors, will
provide a sound base for the continving
development of the Trust’s regeneration activities.

GREAT GARDENS

Great Gardens is a subsidiary of the Association.
Great Gardens Limited is a social enterprise and
is also a charitable company limited by
guaraniee,

Great Gardens’ main objectives are lo provide
gardening, horticultural, and environmental
improvement services for the benefit of people
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GREAT GARDENS — cont.

living in the Govanhill area and also to provide
training and employment opportunities in
connection with these activities.

Great  Gardens’
reviewed below.

financial  performance is

SURPLUS FOR THE YEAR

Great Gardens made a deficit of £4,244 in the
year to 3Ist March 2010, compared with a
surplus of £40,656 in the previous financial year.

BALANCE SHEET

Great Gardens’ balance sheet at 31st March 2010
was satisfactory. Its financial reserves decreased
fo £36,412 and were backed by cash and bank
balances, net of overdrafts, of £50,983, while its
deblors stood at £14,600 and its creditors stood at
£30,280 at the financial year end.

THE FOCUS OF GREAT GARDENS’ WORK
IN 2009/10

Great Gardens was able to successfully promote
itself for commissioning on a firther phase of the
Govanhill Environmental Initiative developed in
response to the issues highlighted from the
Govanhill Residents' Survey undertaken by the
South East Glasgow Community Planning
Partnership.

The company also generated additional income
[from environmental services provided to
residents’ groups and private customers during
2009/10. However, the mainstay of the company’s
commercial contract work was for services
provided to the Association.

The Company was able to deliver work
experience, training and support to a number of
young irainees and volunteers over this period
and positively engage with residents and
community groups. At the same time, the company
was able to address environmental issues and

PAGE 8

also undertake positive visual improvements in
the Govanhill community.

In recognition of the company s work, Great
Gardens won the Community Champions Team
Award for the Pollokshields and Southside
Central area of Glasgow and will go forward to
the citywide awards later in 201 0.

FUTURE PROSPECTS

The intention is to continue fo develop the
company as a Third Sector, social enterprise
organisation. The company will be seeking to
restructure its staffing complement with the
benefit of £60,000 of Wider Role funding
available from the Scottish Government in
2010/11, so that additional trainees and
volunteers can be referred to the company for
accredited training. This will increase the
company’s capacity lo obtain new business
opportunities and also to become more
sustainable in the longer-term.

Malcolm MacDonald
Finance Manager
4th August 2010.
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REPORT OF THE MANAGEMENT COMMITTEE
For the year ended 31 March 2010

The managemeni commitiee has pleasure in presenfing their report and the audited accounts for the year ended 31 March
2019.

Principal activities

The principal activity of the Associafion is the provision of good quality, affordable rented accommodation for those in
housing need. The Association’s wholly owned subsidiary company, Govanhill Community Development Trust Limited, is
principally engaged in the provision of housing, commercial accommodation and other amenities and aims lo assist in the
economic regeneration of the Govanhill area of Glasgow. GREAT Gardens Limited, the Association’s second subsidiary,
provides accredited {training in gardening and grounds mainienance lo young people whilst improving the local

environment.

Results
The resulis for the year showed further significanf progress by both the Association and its subsidiary companies and are

described in the Financial and Operational Review on pages 1 to 8.

The management commitiee and executive officers
The managemen! committee and executive officers of the Association are listed on page 9.

Each member of the management commitiee holds one Sfilly paid share of £1 in the Association. The executive officers of the
Association hold no interest in the Association’s share capital and, althotgh not having the legal status of directors, they act
as executives within the authority delegated by the management commitiee.

Review of business and future developments
The Commitiee are satisfied with the Association's performance during the year. The surplus for the year after taxation was
£511,479 (2009 - £615,706). Transfers fo designated reserves were £315,170 (2009 — £305,988) respectively. The

Association’s net assets are now £10,641,287 (2009 - £10,129,775)

Related party transactions
Several members of the Management Commiftee are tenants. 1) heir tenancies are on the Association's normal tenancy terms

and they cannot use their positions lo their advantage.

Auditors
A resolution to re-appoint the auditors, French Duncan LLP, will be proposed at the Annual General Meeling.

Statement of disclosure to auditor
(a) so far as the management commiftee are aware, there is no relevant audit information of which the Association s

auditors are unaware, and
(b) they have taken all the steps that they ought lo have taken as the management commifiee in order to make
themselves aware of any relevant audit information and to establish that the Association’s auditors are aware of

that information.
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CORPORATE GOVERNANCE
For the year ended 31 March 2010

The Association considers that it has complied with “Raising Standards™ guidance on “Internal financial control and
financial reporting" contained within “Raising Standards in Housing”, published by the Scottish Federation of Housing

Associations and endorsed by Communities Scotfand.

Internal financial control
The management commitiee has overall responsibility for the company and group s system of internal financial conirol and

recognise that such a system can provide only reasonable and not absolute assurance againsi material misstatement or loss.

To discharge this responsibility, the management commitiee have established an organisation siruciure with clearly defined
levels of responsibility and authority and with appropriafe reporiing procedures. Included within these key procedures are
the following internal financial controls.-

e the formulation of policies and approval procedures in the areas such as compliance, invesiment and freasury operations
and capital expenditure;

e a comprehensive system of budgeting, planning and financial reporting;

o formal business risk reviews by management which consider the potential effects of risk and identify potential new risk;
o internal audit reviews of the controls and processes from which formal reporis are prepared;

e an established audit commitiee which considered significant control issues and receives regular reports from both the
internal and external auditors.

The management committee confirm that a review of the effecliveness of the system of internal financial control was carried
out during the year.

Auditors’ review
In addition to their audit of the financial statements, our auditors have reviewed the Management Comimiitee’s stalemeni

concerning the Association’s compliance with the disclosures required by the Scottish Federation of Housing Associations
“Raising Standards” guidance on “Internal financial conirol and financial reporting”. Their report is set out on page 13.
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STATEMENT OF THE MANAGEMENT COMMITTEE’S RESPONSIBILIT. 1ES

For the year ended 31 March 2010

The management commiifee is responsible for preparing the financial statements in accordance with applicable law and
United Kingdom Generally Accepted Accounting Praclice.

Statute requires the management commitiee (0 prepare accounts for each financial year which give a frue and fair view of
the state of affairs of the company and the group as al the end of the financial year and of the surplus or deficit of the
Association for that period. In preparing accounis, the management commitfee is required to fulfil the following

obligations.-

select suitable accounting policies and then apply them consistenily;

o make judgements and estimales that are reasonable and prudent;

s state whether applicable accounting standards have been followed, subject to any material depariures disclosed and
explained in the accounts; and

s prepare the accounls on the going concern basis unless il is inappropriate (o presume that the company and group will

continue in business.
The management committee confirms that the accounts comply with the above requirements.

The management commitice is responsible for keeping proper accounting records which disclose with reasonable accuracy

at any time the financial position of the company and group and to enable them to ensure that the accounis comply with the
Industrial and Provident Societies Act 1965 to 2002, the Housing (Scotland) Act 2001 and the Registered Social Landlords
Accounting Requirements (Scotland) Order 2007. T) hey are also responsible for safeguarding the assels of the company and
group and hence for taking reasonable steps for the prevention and detection of, “fraud and other irvegularifies.

BY ORDER OF THE MANAGEMENT COMMITTEE

L =T

ANN SCOTT
Secretary

4 August 2010



GOVANHILL HOUSING ASSOCIATION LIMITED PAGE 13

REPORT OF THE INDEPENDENT AUDITORS TO GOVANHILL HOUSING ASSOCIATION
LIMITED ON CORPORATE GOVERNANCE MATTERS
For the year ended 31 March 2010

In addition to the audit of the Financial Siatements, we have reviewed whether the statement on page 11 reflects the
Association’s compliance with the disclosure required by the Scottish Federation of Housing Associations — "Raising

Standards” guidance on “Internal financial control and financial reporiing”.

Basis of Opinion

We carried oul our review having regard to Bulletin 1999/5 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 nofes, nor
to investigate the appropriateness of the reasons given for non-compliance.

Opinion
In our opinion the Statement of Internal Financial Controls on page 11 has provided the disclosures required by the Scottish

Federation of Housing Associations “Raising Standards” guidance on "Internal financial conirol and financial reporting”,
and is consisteni with the information which came fo our atlention as a result of our audit work on the financial statements.

/"
FRENCH DUNCAN LLP
Chartered Accountants

Registered Auditor

375 West George Street
GLASGOW G2 4LW

4 August 2010
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REPORT OF THE INDEPENDENT AUDITORS TO THE MEMBERS OF T HE

GOVANHILL HOUSING ASSOCIATION LIMITED

For the year ended 31 March 2010

We have audited the Financial Siatements on pages 15 to 41 which have been prepared under the historical cost convention
and on the basis of the accounting policies set out on pages 21 and 22,

This report is made solely to the Association 's members, as a body, in accordance with Section 9 of the Friendly and
Industrial Provident Societies Act 1968. Our audit work has been undertaken so that we might state to the Association’s
members those mailers we are required o state fo them in an auditor’s report and for no other purpose. To the Jullest extent
permiited by law, we do not accepl 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 Jor the opinions we have formed.

Respective responsibilities of management committee and auditors

As described on page 12, the Association’s management committee is responsible for the preparation of the Financial
Statements in accordance with applicable law and United Kingdom Accounting Standards (United Kingdom Generally

Accepted Accounting Practice).

It is our responsibility to audit the Financial Statements in accordance with relevant legal and regulatory requiremenis and
International Standards on Auditing (UK and Ireland).

We report to you our opinion as 1o whether the Financial Statements give a true and fair view and are properly prepared in
accordance with the Industrial and Provideni Societies Acts 1965 fo 2002, Schedule 7 of the Housing (Scotland) Act 2001
and the Registered Social Landlords Accounting Requirements (Scotland) Order 2007. We also report to you if, in our
opinion, the Management Commillee s report is nof consistent with the I inancial Statements, if the company has not kepl
proper accounting records, if we have not received all the information and explanations we require for our audit, or if

information specified by law is not disclosed.

We read the Management Commitiee’s report and consider the implications for our report if we become aware of any
apparen! misstatements within i,

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
Financial Statements. It also includes an assessmeni of the significant estimates and judgements made by the Management
Committee in the preparation of the Financial Statements, and of whether the accounting policies are appropriate fo the
Association s circumslances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in
order fo provide us with sufficient evidence lo give reasonable asswrance that the Financial Statements are free from
material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the Financial Statements.

Opinion

In our opinion the financial statemenis give a rue and fair view in accordance with United Kingdom Generally Accepted
Accounting Practice of the state of affairs of the Association as at 31 March 2010 and of its income and expenditure and
cash flow for the year then ended, and have been properly prepared in accordance with the Industrial and Provident
Societies Acts 1965 to 2002, Schedule 7 of the Housing (Scotland) Act 2001 and the Registered Social Landlords Accounling

Requiremenis (Scotfand} Order 2007.

—
[eud 0 n— LLP
FRENCH DUNCAN LLP
Chartered Accountants
Registered Auditor
375 West George Street
GLASGOW G2 4LW
4 August 2010



GOVANHILL HOUSING ASSOCIATION LIMITED PAGE 15
CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT
For the year ended 31 March 2010
2010 2009
Notes £ £
TURNOVER 2a) 6,003,988 5,923,732
Less: Operating costs 2(a) (5,394,649 (5,287,028}
Cost of properly sales 0 0
OPERATING SURPLUS 2a) 5 609339 636,704
Gain on disposal of fixed asseis 0 0
Other income 0 10,000
Interest receivable and other similar income 7 4,525 122,168
Interest payable and other similar charges 8 (96,132) (160,643}
SURPLUS ON ORDINARY ACTIVITIES BEFORE TAXATION 517,732 608,229
Taxation on surplus on ordinary activities 9 (6,253) 7,477
21 311,479 615,706

SURPLUS FOR THE YEAR

The results for the year relate wholly to continuing activities.

There were no recognised gains or losses other than those dealt with in the income and expendifure account.

The notes on pages 21 to 41 form part of these accounts.



GOVANHILL HOUSING ASSOCIATION LIMITED

COMPANY INCOME AND EXPENDITURE ACCOUNT

For the year ended 31 March 2010

PAGE I8

2019 2009

Notes £ £

TURNOVER 2(h) 3,690,549 3.528,741
Less: Operating costs 2(b) (5.083,053) (4,865,034)
Cost of properiy sales 0 a
OPERATING SURPLUS 2(b), 5 607,496 663,707
Gain on disposal of fixed assels 0 [
Interest receivable and other similar income 7 4,234 112,141
Interest payable and other similar charges 8 (93,839) (139.252)
SURPLUS ON ORDINARY ACTIVITIES BEFORE TAXATION 315,891 616,586
Taxation on surplus on ordinary activities 9 0 0
21 515,891 616,596

SURPLUS FOR THE YEAR

The results for the year relate wholly to continuing activities.

There were no recognised gains or losses other than those dealt with in the income and expenditure account.

The notes on pages 21 to 41 form part of these accotints.



GOVANHILL HOUSING ASSOCIATION LIMITED PAGE 17
CONSOLIDATED BALANCE SHEET
For the year ended 31 March 2010
20190 2009
Notes £ F
TANGIBLE FIXED ASSETS
Housing properties - gross cost less depreciation 72,775,984 69,718,987
Less. Social housing grant 62,796,540 60,242,141
Other grants 3,752,996 3,753,936
11{a) 6,226,448 5,722,910
Other - Gross cost less depreciation 6,349,879 6,384,626
Less: Granis 3,742,661 3,665221
11{e) 2,607,218 2,719,405
8,833,666 8,442,315
CURRENT ASSETS

Stock 13 1,730 2,570
Debiors i4 1,475,396 468,818
Cash at bank and in hand 4,241,962 5,151,278
5,719,088 5,622,666
CREDITORS: amounts falling due within one year 15 1,944 283 1,811,683
NET CURRENT ASSETS 3,774,805 3,810,983
TOTAL ASSETS LESS CURRENT LIABILITIES 12,608,471 12,253,298
CREDITORS: amounts falling due after more than one year 16 1,947,078 2,102,904
PROVISIONS FOR LIABILITIES AND CHARGES 17 20,106 20,619
NET ASSETS 10,641,287 10,129,775

CAPITAL AND RESERVES
Share capital 18 1,175 1,141
Designated reserves 19(a) 5,001,412 4,686,243
Resiricted reserves 20 16,900 16,900
Revenue reserve 21 5,621,800 5,425,491
CAPITAL EMPLOYED 22 10,641,287 10,129,775

Approved by members of the management cominittee on 4 August 2010.

CHAIRPERSON TN oLt e M YT J, McEWAN

SECRETARY & =23 % A. SCOTT

TREASURER @\

The notes on pages 21 fo 41 form part of these accounis.

R, FARRELL



GOVANHILL HOUSING ASSOCIATION LIMITED PAGE 18
COMPANY BALANCE SHEET
For the year ended 31 March 2010
2010 2009
Notes £ £
TANGIBLE FIXED ASSETS
Housing properties - gross cost less depreciation 72,003,224 68,946,038
Less: Social housing grant 62,796,540 60,242,141
Other granis 2,987,957 2,988,897
1i(c) 6,218,727 5,715,000
Other - Gross cost less depreciation 3,157,249 3,171,910
Less: Granis 937,137 859,697
11{) 2,220,112 2,312,213
8,438,839 8,027,213
INVESTMENT 12 100 100
CURRENT ASSETS
Stock 13 1,634 2,484
Debtors 4 1,473,937 463,629
Cash at bank and in hand 3,931,230 4,813,621
5,406,801 5,279,734
CREDITORS: amounts falling due within one year 15 1,825,301 1,655,615
NET CURRENT ASSETS 3,581,500 3,624,119
TOTAL ASSETS LESS CURRENT LIABILITIES 12,020,439 11,651,432
CREDITORS: amounts falling due after
movre than one year 16 1,928,040 2,074,958
NET ASSETS 10,092,399 9,576,474
CAPITAL AND RESERVES
Share capital 18 1,175 1,141
Designated reserves 19¢h) 4,506,137 4,248,330
Restricted reserves 20 16,900 16,900
Revenue reserve 21 5,568,187 5,310,103
CAPITAL EMELOYED 22 10,092,399 9,576,474
Approved by members of the management comm itiee an 4 August 2010.
CHAIRPERSON S oentca MIZ s oan J. McEWAN

SECRETARY W {;S:X{I A. SCOTT
TREASURER @ R. FARRELL

The nofes on pages 21 to 41 form part of these accounts.



GOVANHILL HOUSING ASSOCIATION LIMITED

CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 March 2010

PAGE 9

2010 26009

Notes £ £
NET CASH (GUTFLOW) / INFL.OW FROM OPERATING ACTIVITIES 23 (2.243) 1,298,220
RETURNS ON INVESTMENTS AND
SERVICING OF FINANCE
Interest received 4,525 122,168
Interest paid (96,132) (160,643)
NET CASH (OUTFLOW) FROM RETURNS ON INVESTMENTS
AND SERVICING OF FINANCE (91,607) (38,473)
TAXATION
Corporation tax paid (2,934) (5,140)
Less: Granis received 0 0
NET CASH (QUTFLOW) ON TAXATION (2,934) (3,140)
INVESTING ACTIVITIES
Acquisition and construction of housing properties (3.270,613) (633,235)
Purchase of other fixed assels {(3,989) (872,251)
Capital grants received 2,630,899 425,728
Sales of housing properties 0 0
Sales af commercial properiies 0 0
Sales of other fixed assels 0 0
NET CASH (OUTFLOW) FROM INVESTING ACTIVITIES (643,705) (294,758)
NET CASH (QUTFLOW) / INFLOW BEFORE FINANCING (740.489) 959,847
FINANCING:
Issue of ordinary share capital 25 19
Loan advances received 0 0
Loan principal repayments (142,910) {243,865)
NET CASH (QUTFLOW) FROM FINANCING (142,883) (243,846)
(DECREASE) / INCREASE IN CASH 24 (883,374) 716,001

The noles on pages 21 to 41 form pari of these accounts.



GOVANHILL HOUSING ASSOCIATION LIMITED

COMPANY CASH FLOW STATEMENT
For the year ended 31 March 2010

PAGE 20

2010 2009

Notes £ £
NET CASH INFLOW FROM OPERATING ACTIVITIES 23 26,321 1,244,381
RETURNS ON INVESTMENTS AND
SERVICING OF FINANCE
Interest received 4,234 1i2 141
Interest paid {93,839) (159,252)
NET CASH (OUTFLOW) FROM RETURNS ON INVESTMENTS
AND SERVICING OF FINANCE (91,605) 47,111)
TAXATION
Corporation fax paid 0 /)
Less: Grants received 4] [/
NET CASH (OUTFLOW) ON TAXATION /] 0
INVESTING ACTIVITIES
Acquisition and consiruction of housing properties (3,270,613) (633,235)
Purchase of other fixed assets (3.989) (19,301}
Capital granis received 2,630,899 425,728
Sales of housing properties 0 0
Sales of commercial properiies o o
Sales of other fixed assets [/ 0
NET CASH (OUTFLOYW) FROM INVESTING ACTIVITIES (643,705) (256,808)
NET CASH (OUTFLOW) / INFLOW BEFORE FINANCING {708,989) 940,462
FINANCING:
Issue of ordinary share capital 25 19
Loan advances received 0 0
Loan principal repayments (139.616) (104,691)
NET CASH (OUTFLOW) FROM FINANCING (139,591) (101,672)
(DECREASE) / INCREASE IN CASH 24 (848, 580) 838,790

The notes on pages 21 1o 41 form part of these accounts.



GOVANHILL HOUSING ASSOCIATION LIMITED PAGE 21

NOTES TO THE ACCOUNTS
31 March 2010

1,

ACCOUNTING POLICIES

The Association is registered under the Industrial and Provident Societies Act 1965 with the Financial Services
Authority. The accounts have been prepared in accordance with applicable Accounting Standards and Statements of
Recommended Practice and comply with the Registered Social Landlords Accounting Requirements {Scotland) Order

2007. The principal accounting policies are set out below.

RBasis of accounting
The accounts are prepared on the historical cost basis of accounting.

Basis of consolidation
The accounts consolidate the accounts of Govanhill Housing Association Limited and its subsidiary companies

Govanhill Community Development Trust Limited and GREAT Gardens Limited. All accounts are made up to 31
March.

Turnover
Turnover represenis rental and service charge income receivable, fees receivable, income from the sale of propetiies,

fees and revenue based grants receivable from the Scottish Government, local authorities and other agencies.

Taxation
Corporation tax payable is provided on taxable profits at the current rate.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date where transactions or evenls that result in an obligation o pay more tax in the future or a right to pay less
fax in the fitture have occurred at the balance sheet date. Timing differences are differences between the Group's
surpluses and its resulls as stated in the financial statements that arise fiom the inclusion of gains and losses in tax
assessmenls in periods different from those in which they are recognised in the financial statements.

Mortgages
Mortgage loans are advances by local authovities, the Scotlish Government or private lending institutions under the

terms of individual morigage deeds in respect of each property or housing scheme. Advances are available only in
respect of those developments which have been given appro val for Social Housing Grant by the Scoltish Government..

Saocial Housing Grant (SHG)
Where Social Housing Grani or other capital grant has been received towards the cost of developments, the cost of

these developments has been reduced by the amounts of the grant receivable. This amount is shown separately on the
balance sheet. Where SHG has been received in respect of revenue expenditure, it is credited to the Income and
Expenditure Account in the same period as the expenditure to which it relates. SHG is repayable under ceriain
circumstances, primarily following sale of property, but will normally be restricied 1o net proceeds of sale.

Other grants
Grants have been received from various bodies o fund the development of properties and are repa yable under certain

circumstances.

Tangible fixed assets - housing properties
Housing properties are stated af cost less Social Housing Grant and other grant and less accumulated depreciation

The development cost of housing properties include the cost of acquiring land and buildings and development
expenditure including administration costs. These cosls are either termed “qualifying costs” by the Scoitish
Governmeni for approved social housing grant schemes or are considered for morigage loans by the relevani lending
authorities or are met out of the Association’s reserves. Expenditure on schemes which are subsequently aborted is
written off in the year in which if is recognised that the schemes will not be developed to completion. Alf costs and
grants relating to the share of properly sold are removed from the financial statements at the date of sale. Any grants

received that cannol be repaid from the proceeds of sale are abated.
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NOTES TO THE ACCOUNTS
31 March 2010

1. ACCOUNTING POLICIES (continued)

Depreciation - housing properties
Depreciation is charged on a straight line basis over the expected useful economic lives of the properties at the

annual rate of 2%.

In addition depreciation is provided on housing properties io the extent that development administration cosis
capitalised are not funded through Social Housing Grant as, in the opinion of the management commiltee, the
value of properties does not reflect the excess adminisiration costs incurred.

Tangible fived assets - other properties
Other properties ave stated at cost less Social Housing Grani and other grants.

Depreciation - other properiies
Depreciation is charged on a straight line basis over the expected usefil economic lives of the properties af the

annual rafe of 2%

Development Administration
Development adminisiration costs relating to development activifies are capitalised based on the time spent by staff

on this activity.

Capitalisation of interest
Interest incurred on financing a development is capitalised up to the date of completion of the scheme.

Tangible fixed assets - other fived assets
Compuler and office and hostel equipment are depreciated at rates estimated to write off the cost less residual

value over their estimated useful lives as follows:

Computer equipment - 33"°% straight line
Office equipment - 20% -33"°% straight line
Hostel equipment - 20% straight line
Designated reserves

Major repairs reserves

The Association maintains its housing properties in a state of repair which at least mainiains their residual value in
prices prevailing af the time of acquisition and consivuction. Provision is made for such future repair expenditure
and the actual costs of repairs is charged to this reserve.

Cyclical repairs and maintenance reserve
This reserve is based on the Association's liability to maintain housing properties in accordance with a planned

programme of works. The reserve represents amounts sel aside in respect of future costs and will be released to
reventie as required.

Reserve for future replacement of hostels assels
Amounts included in the rental of hostel properties is being sef aside to provide for the replacement of hostel assels
originally funded by grants from various bodies which will require to be replaced as the useful lives of the assets

expire.

Restricted Reserves

Other
This reserve was creafed from charitable donations to finance hosiel assets and will be used for the replacement of

these assefs, af the discretion of the management commitiee, as the need arises.

Pensions
The Association provides a pension scheme, through The Pensions Trust - SFHA Pension Scheme, for the benefit of

its employees. The funds of the scheme are administered by independent trustees and are separate from the
Association. Independent actuaries complete valuations at least every three years and, in accordance with their
recommendations, annual contributions are paid to the scheme so as to secure the benefits sel oul in the rules. The
costs of these are charged against surpluses on a systematic basis over the service lives of the employees. (Note

26).
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NOTES TO THE ACCOUNTS
31 March 2010

2(q). PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS OR (DEFICID

2018 2009

Operating

srplus/

Operating {deficit}

GROUP Operating  surplus/  for previous

Turnover cosIs (deficit) period

£ £ £ £

Social leitings 5,272,680 (4,635,118) 617,562 604,873

Other aclivities 655,975 (672,379} (16,404) (2,057}

Incoming resources from charitable subsidiary 73,333 (87,152) (11,81%9) 33,886

Total 6,003,988 (5,394,649 609,339 636,704
Total for previeus period of account 5,923,732 (5,287,028) 636,704

2(b). PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS OR (DEFICIT)

2010 2009

Operating

surplus/

Operating (deficit)

COMPANY Operating  surplus/  for previous
Turnover costs (defici)) period

Note £ £ £ £

Social letiings 3 3,224,089 (4,658,.324) 365,765 358,242
Other activities 4 466,460 {424,729} 41,731 103,465
Total 5,690,549  (5,083,053) 607,496 663,707

Total for previous period of accotnt 35,328,741 (4,863,034) 663,707
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GOVANHILL HOUSING ASSOCIATION LIMITED

NOTES TO THE ACCOUNTS
31 March 2010

3. PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS OR

{DEFICIT) FROM SOCIAL LETTING ACTIVITIES

PAGE 24

Compainy
Other
General Supported Shared Shared
Needs Housing  Ownership Equity 2010 2009
Housing  Accomodation Housing  Honsing Total Total
£ £ £ £ £ {
Rent receivable nei of service charges 4,939,036 150,308 0 6,442 5,095,786 4,870,684
Service charges 127,929 [ 0 2,183 130,112 122,779
Gross income from renis and service charges 3,066,965 150,308 a 8,625 3,225,898 4,993,463
Less voids (46,805) & 1) ¢ (46.305) {43,808)
Net income from renis and service charges 5,020,160 150,308 [ 8,625 5,179.093 4,949,655
Grant fiom the Scottish Ministers 0 a 0 0 0 ¢
Other revenue granis 44,996 0 0 [ 44,996 52,295
Total turnover from social lelting activities 5,065,156 150,308 0 8,625 5,224,089 5,001,950
Management and maintenance
adminisiration costs (1,695,504) (20.213) 0 (3,325) (1.719.042)  (1,656,897)
Service costs (126,872) ] 0 (1,546) (128,418) (121,964)
Planned and cyclical maintenace including
major repairs cosis (1.626,968) {44,733} 0 0 (1,670,699 (1,538,026}
Reactive maintenance cosis (660.434) (33.426) /] (2,503) (698,363) (639,907)
Bad debts - renis and service charges (25,536) a 0 0 (25,536) (57,308)
Depreciation of social housing {414,526) (740) 0 0 (415,266) {429.606)
Fmpairment of social housing 0 0 0 (4] o (1]
Operating costs for social letting activities (4,549.338} (101,i12) 0 (7.374) (4,658,324)  (4,443,708)
Operating surplus or deficit for social fettings 315,318 49,196 [ 1,251 565,763 358,242
Operating surplus or deficit for social letting
Jor previous year 500,613 54, 140 0 3,489 558,242

The amount of service charges receivable on housing accommodation not eligible for Housing Benefit was £30,175 (2009 - £26,982)



GOVANHILL HOUSING ASSOCIATION LIMITED

NOTES TO THE ACCOUNTS
31 March 2010

4. PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS QR (DEFICIT}

FROM OTHER ACTIVITIES

Company

Grants

Jrom Other Supporting

Operaiing
Cosfs -

PAGE 25

Operating

surplus or

(deficly)

Other  Operating  for previous

Scortish revenie people  Other Total  Bad debts operating surplus or period of
Ministers  grants income income Turnover recovery cosis fdeficit) acconit
£ £ £ £ £ { { £ £
Wider role activities undertaken to suppori
the comnumity, other than the provision,
constriction, improvement and
management of housing 14,912 [ [ ¢ 14,912 & (15.041) (129 22,373
Care and repair of properly [ 0 [ 0 0 [ [/] 0 [
Factoring 0 1) 0 271502 271502 (8.975) (248.844) 13,683 (492)
Development and construction of property
aclivities a g [ /] 0 0 a o a
Suppori Activities 0 g 0 a g 0 0 [ ¢
Care Activities 0 0 [ 4] [ 4] 4] [ 0
Agency/Managemeni services for
registered social landlords 0 98792 [ 0 98,792 0 (68.878) 29914 69,419
Other agency/management services /] 4] 0 [ [ a g ¢ 0
Devepmenis for sale to registered social
tandlords a a 0 [ 0 /] [ 0 [
Developments and improvemenis for sale to
non registered secial landlords [ 0 4] 0 [ (4] 0 [ []
Other activities
- Management expenses charged
to subsidiary companies 0 [/ ¢ 63,205 63,205 8 (63,203} [4] (0}
- Rental of commercial properiy 0 0 0 6,609 6,609 0 (19.786) (13,177) 3,939
- Hire of conference hall 4] 0 0 11,440 11440 0 1] 11,440 10,226
TOTAL FROM OTHER ACTIVITIES 14,912 95,792 8 352,756 466460 (8,975) (415.754) 41,731 105,465
TOTAL FROM OTIHER ACTIVITIES (2009) 29.617 173.160 0 124014 526791 10641 ({131.967) 103,465
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NOTES TO THE ACCOUNTS

31 March 2010
5. OPERATING SURPLUS - Group Company
2010 2009 2010 2009
£ £ £ £
Operating surplus is stated after charging:
Depreciation 252 354 261,964 232,079 233,607
Repairs: cyclical, major, day to day 2,424,269 2,272,025 2,370,062 2,177,933
Auditor’s remuneration
- In their capacity as auditors 13,692 12,310 9,277 8,992
- In respect of other services 2,981 404 0 0
6 (a). EMPLOYEES Gronp Company
2010 2009 2010 2009
£ £ £ £
Staff cosis during the year:
Wages and salaries 1,386,710 1,393,823 1,246,347 1,246,120
Social securily costs (national insurance contributions) 105,895 112,451 99,35/ 101,881
Other pension costs 164,420 159,246 154,692 150,348
Redundancy cosis 1] 0 /] /]
1,657,025 1,665,520 1,500,390 1,498,349
Group Company
Numiber Nuuher Number Number
The average number of employees during the year was 44 48 39 42
6 (b). DIRECTORS' EMOLUMENTS Group Company
2010 2009 2010 2009
£ £ £ £
Tofal emoluments
(inciuding pension contributions and benefits in kind) 321,164 254,100 321 164 254,100
The emolumenis (excluding pension confributions)
of the highest paid director amount lo 65,476 04,083 65,476 64,083
Pension contributions 10,041 9,869 10,041 9,869
Total expenses reimbursed in so far as nol chargeable
ta United Kingdom income tax
Management Commillee 2,447 2,961 2,447 2,961
Number Number Number Number
£60,001 - £70,000 4 3 4 3
£70.001 - £30,000 1 ! ! !

The Association is managed by a veluntary committee who act as directors of the Association. The subsidiary

companies, Govanhill Communiiy Developmeni Trust Limited and GREAT Gardens Limited, are also managed by voluntary
boards of dirctors. No emoluments were paid to any member of the management committee or board of directors during the
year In addition the Director and any other person wha reports directly to the Director or the Management Commiltee
whose total emolimienis exceed £60,000 per year is also similarly elassed.
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NOTES TO THE ACCOUNTS
31 March 2010
7. INTEREST RECEIVABLE AND OTHER SIMILAR INCOME Group Conipany
2010 2009 2010 2009
£ £ £ £
inferest receivable 4,525 122 168 4,234 112,141
8. INTEREST PAYABLE AND OTHER SIMILAR CHARGES Group Company
2010 2009 2010 2009
£ £ £ f
Bank loans and overdrafis repayable within five years 218 766 169 364
Other loans repayable within five years 1) 0 0 0
Other loans repayable wholly or partly in more than five years 95,914 159,877 95,670 158,088
96,132 160,643 95,839 159,252
9. TAXATION Group Company
2010 2009 2010 2009
£ £ £ £
UK corporation tax: Current Year af 21% (2009 - 21%) 3,832 (9,634) 0 0
Adjustment for prior years 2,934 2,157 0 0
Deferred taxation (note 17) (313) 0 0 0
6,253 (7.477) 0 0
The Association's charitable status exempts it from (axation. lis subsidiary company, Govanhilf Community
Development Trust Linited, is subject to taxation.
10, HOUSING STOCK
Group Company
2010 2009 2010 2009
Number Number Number Number
The number of units of accomodation in management
af the year end was:
General needs - new build i46 146 146 146
- rehabilitation 1,449 1,448 1,449 1,448
Supporied hoitsing 66 66 51 51
Shared ownership 6 (1] 6 (i)
1,667 1,666 1,652 1,651




GOVANHILL HOUSING ASSOCIATION LIMITED PAGE 28
NOTES TO THE ACCOUNTS
31 March 2010
1(a). TANGIBLE FIXED ASSETS
Housing Properties Shared
Housing Housing equily
properties properties in properties
GROUP held for the course of held for 2010
lefting consiruction letting Total
£ £ £ £
COST
At start of year 68,427,522 2,690,779 278476 71,396,777
Additions 93,439 3,177,176 0 3,270.615
Disposals 0 /) ¢ ¢
Transfers (81,990) 0 a (81,990)
Schemes completed in the year 489,649 {489,649) U ¢
At end of year 68,928,620 3,378,306 278,476 74,585,402
DEPRECIATION
At start of year 1,609,564 0 68,226 1,677,790
Charged during year 121,361 0 10,267 131,628
Eliminated on disposal 0 0 ) [
At end of year 14,730,925 {4 78,493 1,809,418
SOCIAL HOUSING GRANT
At start of year 57,705,383 2,406,609 130,149 60,242,141
Additions 0 2,554,399 0 2,554,399
Disposals 0 0 0 0
Transfers 347,974 (347,974) 0 0
Schemes completed in the year /] 0 0 0
At end of vear 58,053,357 4,613,034 130,149 62,796,540
OTHER GRANTS
At stars of year 3,753,936 /] o 3,753,936
Additions 66,500 10,000 g 76,500
Transfers (77,440) o 0 (77,440)
Schemes completed in the year a 0 ] [
At end of year 3,742,996 10,600 o 3,752,996
NET BOOK VALUE
At end of year 3,401,342 753,272 69,834 6,226,448
Al start of year 3,358,639 284,170 80,101 5,722,910
Developiment administration costs capitalised amounted to £283,087 (2009 - £300,282) for which
Social Housing Grants amounting to £44,460 (2009 - £63,659) were received in the year.
The Association would not be able to sell the properiies at these values without also repaying Social Housing
Grani from the proceeds of sale, but Social Housing Grant would be subordinated behind any private loans
charges on these properties. Other gramts received are repayable under certain circumstances.
11¢b). 2010 2009
£ £
Housing properties comprise:
Heritable 6,226,448 5,722,910
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11fc). TANGIBLE FIXED ASSETS
Housing Properties Shared
Housing Housing equity
properiies properties in properties
COMPANY held for the course of held for 2010
letting constriction letting Total
£ £ £ £
CcosT
At start of year 67,653,067 2,690,779 278,476 70,622,322
Additions 93,439 3,177,176 0 3,270,615
Disposals 0 g ) 0
Transfers (81,990} ¢ g (81,990}
Schemes completed in the year 489,649 (4189,649) g 0
At end of year 68,154,165 5,378,306 278,476 73,810,947
DEPRECIATION
At start of year 1,608,058 ) 68,226 1,676,284
Charged during year 124,172 ¢ 10,267 131,439
Eliminated on disposal 0 0 0 0
At end of year 1,729,230 o 78,493 1,807,723
SOCIAL HOUSING GRANT
At start of year 57,705,383 2,406,609 130,149 60,242,141
Additions g 2,554,399 0 2,554,399
Disposals g g /] 0
Transfers 347,974 (347,974) 0 a
Schenies completed in the year 0 4 0 U]
At end of year 38,053,357 4,613,034 130,149 62,796,540
OTHER GRANTS
At start of year 2,988,897 0 1] 2,988,897
Additions 66,500 10,000 ¢ 76,500
Transfers (77,440) (77.440)
Schemes completed in the year 0 0 0 0
At end of year 2977957 10,000 0 2,987,957
NET BOOK VALUE
At end of year 3,393,621 755,272 69,834 6,218,727
Al start of year 5,350,729 284,170 80,101 3,715,000
Development administration costs capitalised amounted to £283,087 (2009 - £300,282) for which
Social Housing Grants amounting to £44,460 (2009 - £63,659) were received in the year.
The Association would not be able (o sell the properties at these values without also repaying Social Housing
Grant from the proceeds of sale, but Social Housing Grant would be subordinated behind any private loans
charges on these properties. Other granis received are repayable under certain circumstances.
11¢d). 2010 2009
£ £
Housing properiies comprise:
Heritable 6,218,727 3,715,000
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11{e). TANGIBLE FIXED ASSETS
Other Fixed Assels Heritable Compiuter
affice and office Hostels  Comumerelal 2010
GROUP properly egqitipnent equipment preniises Total
3 £ £ £ £
COST
At start of year 3,522,150 269.216 61,603 2,916,418 6,768,387
Transfers a 0 a 81,990 81,990
Additions 0 3,959 [ 0 3,939
Disposals [ /] 0 ¢ [
At end of year 3,521,150 273,205 61,603 2,998,408 6,854,366
GRANTS
At start of year 859,697 0 38,314 2,767,190 3.665,221
Disposals o 0 0 0 0
Transfers g 1] 0 77,440 77,440
Additions /] /] 0 0 [
At end of year 859,697 /] 34,334 2,844,630 3,742,661
DEPRECIATION
At start of year 177,765 143,446 20110 42,440 383,761
Charged during year 47,160 60,671 2,419 10,476 120,726
Eliminated on disposal 0 0 0 0 0
At end of year 224,925 204,117 22,529 32,916 504,487
NET BOOK VALUE
At end of year 2,436,528 69,088 740 100,862 2,607.218
Al stari of year 2,483,688 125,770 3,159 106,788 2,719,405
11). COMPANY
CoST
At start of year 3,217,739 209 597 21,591 0 3.448.927
Traunsfers [1] 0 0 81,990 81.990
Additions 4] 3,959 0 [} 3,989
Disposais (1] 0 0 ] [
At end of year 3,217,739 213.586 21,591 81,990 3,534,906
GRANTS
At start of year 859,697 0 0 o 859,697
Disposals /] o 0 o 1]
Transfers /] 0 0 77.440 77,440
Addiiions 0 0 0 [ [
At end af year 859,697 @ 0 77,440 937,137
DEPRECIATION
At start of year 141,483 115,424 20110 0 272,017
Charged during year 47,160 52,648 741 o 100,640
Disposals 0 0 0 [ 0
At end of year 188,643 168.072 20,851 9! §77.657
NET BOOK VALUE
At end of year 2,169,399 45,514 740 4,459 2,220,112
Al stari af year 2,216,559 94,173 1.481 0 2,112,213
Granis received to fund the acquisition and development of commercial premises are repayable in ceriain
cireumsiances. Where this arises fram the sale of properties repayment of the grant would be subordinated
behind any private loan charges on these properiies.
Group Campany
1ifg). 2010 2009 2010 2009
£ £ £ £
Comumercial premises comprise:
Heritable 100.862 106,788 4.439 0
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12, INVESTMENT Group Company
201¢ 2009 2010 2009
£ £ £ £
At start of year 0 ) 100 100
New investmeni 0 [/ 0 0
At end of year 0 0 100 100

This represents: a 100% shareholding Govanhill Housing Association Limited has in its subsidiary company,
Govanhill Community Development Trust Limited, a company registered in Scotland; and GREAT Gardens Limited
a private company limited by guaranitee, registered in Scotland and controlled by the Mamagement Commitiee

of Govanhill Housing Association.

13. STOCK Group Company
2010 2009 2010 2009
£ £ £ £
Postage, stafionery and maintenance stock 1,730 2,570 1,634 2,484
14, DEBTORS Group Company
2010 2009 2010 2009
£ £ £ £
Amounts falling due within one year:
Rental debtors - housing benefit 177,833 179220 177,833 179,220
- other 141,255 138,716 141,255 138,716
Less: provision for bad debits (177,965) (202,971) (177,965) (202,971)
Amounts due by subsidiary companies 0 /] 26,596 33,501
Capital grants receivable 1,114,877 136,921 1,114,877 136,921
Corporation tax 0 9,634 0 )
Other debitors 92 358 64,948 78,828 49,343
Prepayments and accrued income 127,038 142,350 112,513 128,899
1,475,396 468,818 1,473,937 463,629
Technical Arrears at 31 March 2010 were £65,985 (2009 - £53,8302).
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15. CREDITORS DUE WITHIN ONE YEAR
Gronp Company
2010 2009 2010 2009
I3 £ £ 3
Housing loans ( Note 16a) 121,306 114,004 121,306 114,004
Non-housing loans { Note 16a ) 1,697 2,429 0 ¢
Amounts due to subsidiary company 0 0 0 [
Bank overdrafi 302,153 328 104 281,546 315,366
Trade creditors 539,731 749,104 330436 681,548
Corporation tax 3,832 0 ) [
Other taxation and social securily costs 41,242 42,577 38,283 38,808
Social Housing Grant in advance 39,381 65,018 39,384 65,018
Other creditors 136,967 81,926 309,708 54,647
Accruals and deferred income 238,912 120,231 229,454 113,261
Rent deposits 10,426 10,761 ¢ 0
Rent in advance 297,362 288,568 263,913 264,002
Factoring in advance 11274 8,961 11,274 8,961
1,944,283 1,811,683 1,825,301 1635615
Included within trade creditors is an amount due of nil (2009 - nil} in respect of
pension coniributions. Also included within irade creditors is an amowni due
to The Scoltish Government of £61,472 (2009 - £65,590)
16. CREDITORS DUE OUTWITH ONE YEAR Gronup Company
2010 2009 2010 2009
£ £ £ £
Housing loans 1,928.040 2,074,958 1,928,040 2,074,958
Non-housing loans 0 2,562 0 0
Deferred Inconie 19038 25,384 0 (1]
1,947,078 2,102,904 1,928,040 2,074,958
Included within housing loans is £125,750 of monies held on behalf of sharing owners who
pariicipated in the shared equity properiy.
16(a). Loans are secured by specific charges on the Assaciation’s properties and
are repayable af varying rates of interest on instalmenis due as Sfollows:
Group Company
2010 2009 2010 2009
£ £ [3 £
I one year or less ( Note 15} 123,003 116,433 121,306 114,004
Between one and two years 127,051 121,991 127,051 119,428
Beiween ftwo and five years 404,351 387,317 401,351 387,317
in five pears or more 1,399.637 1,568,213 1,399,637 1568213
2,051,042 2,193,954 2,049,345 2,188,962
17. PROVISTONS FOR LIABILITIES AND CHARGES Gronp Company
2010 2009 2010 2009
£ £ f £
Deferred taxation 20,106 20,619 0 0
20,106 20,619 0 f
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18. SHARE CAPITAL 2010 2009

£ £

Shares of £1 each fully paid and issved:

At start of year 401 410
Shares issued during year 34 19
Shares forfeited during vear (13) (28)
At end of year 422 401
Forfeited shares:

At start of year 740 712
Transferred from share capital during year 13 28
At end of year 753 740
Total share capital:
Al start of year 1141 1,122
At end of year 1,175 1,141

Each member of the Association holds one sharve of £1 in the Association. These shares carry no rights to dividends or
distributions on a winding up. Each member has a right to vote at members' meetings.

19¢a). DESIGNATED RESERVES

Reserve Reserve
Jor futtre Jor future Reserve
major cyclical Jor future
workste  maintenance replacement 2010
GROUP properties  properties of assets Total
£ £ £ £
At start of year 3,825,925 410,027 444,291 4,686,243
Transfer from income and expenditure account 689,508 (416,027) 41,688 315,169
Transfer to resiricted reserves 0 0 0 0
At end of year 4,515,433 g 485,979 5,001,412
19(b). DESIGNATED RESERVES
Reserve Reserve
Jor future Jor future Reserve
major cyclical Jor future
works to  maintenance replacement 2010
COMPANY Properties  properties af assels Total
£ £ £ £
At start of year 3,437,137 416,027 395,166 4,248,330
Transfer from income and expenditure account 638,460 (416,027} 35,374 257,807
Transfer to revenue reserves 0 0 0 0
At end of year 4,075,597 0 430,540 4,506,137
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Gronup Company
20. RESTRICTED RESERVES
2010 2009 2019 2009
£ £ I3 £
OTHER
Chavritable reserve at stari of year 16,900 16,900 16,900 16,900
Transferred in year ¢ (/] 1) G
Donations received (/] 0 { 0
Chavitable reserve al end of year 16,900 16,900 16,900 16,900
Group Company
21. REVENUE RESERVE
2019 2¢09 2010 2009
£ £ £ £
At start of year 3,425,491 5,115,773 5,310,103 4,943,805
Retained surplus for the year 311,479 613,706 3515891 616,596
Transfer to designated reserves (315,170) (305,943) (257,807) {250.298)
Transfer from designated reserves 0 0 0 [
At end of year 3.621,800 3,925,491 3,568,187 5,310,103
Gronup Company
22. STATEMENT OF RECONCILIATION OF
MOVEMENTS IN CAPITAL EMPLOYED 2010 2009 2010 2009
£ £ £ £
Opening capital employed 10,129,775 9,514,050 9,576,475 8,959,860
Shares issued during year 34 19 34 19
Retained surplus for the year 311,479 615,706 515,891 616,596
Closing capital employed 10,641,288 10,129,775 10,092,400 9,576,475




GOVANHILL HOUSING ASSOCIATION LIMITED PAGE 35
NOTES TO THE ACCOUNTS
31 March 2010
23, RECONCILIATION OF OPERATING SURPLUS TO NET CASH Group Company
(DECREASE) / INFLOW FROM OPERATING ACT. IVITIES
2010 2009 2010 2009
£ £ £ £
Operating surplus 609,339 646,704 607,496 663,707
Deprecialion charges 252,355 261,964 232079 233,607
Amortisation of income 0 [ 0 0
Decrease in siock 838 793 850 792
(Increase) / decrease in debtors (1,006,578) 288,796 (1,010,308) 282,273
Increase in creditors 141,803 99,963 196,204 64,002
Net cash (outflow) / inflow from operating aclivities (2,243) 1,298,220 26,321 1,244,381
24. RECONCILIATION OF NET CASH FLOW
TO MOVEMENT IN NET FUNDS Gronp Company
2016 2009 2010 2009
£ £ £ £
{Decrease) / increase in cash during the year (883,374) 716,001 (848,580) 838,790
Loan advances received [ 0 0 0
Loan principal repayments 142,910 243,863 139,616 101,691
Change in net funds (740,464) 259,866 (708,964) 940,481
Net funds at start of year 2,629,221 1,669,357 2,309,293 1,368,813
Net funds at end of year 1,888,757 2,629,223 1,600,329 2,309,294
25(a). ANALYSIS OF CHANGES IN NET FUNDS
Cash OGther
GROUP 2009 Slows changes 2010
£ £ £ £
Cash at bank and in hand 5,151,278 (909,316) [ 4,241,962
Bank overdrafis (328,104) 25,951 0 (302,153)
4,823,174 (883,365} 0 3,939,809
Debt due within one year (116,433) 116,433 (123,003} (123,003)
Debi due afler one year (2,077,520) 26,478 123,003 {1,928,039)
2,629,221 (740.454) (1] 1,888,767
25(b). ANALYSIS OF CHANGES IN NET FUNDS
Cash Other
COMPANY 2009 Slows changes 2010
£ £ £ £
Cash at bank and in hand 4,813,621 (882,391) o 3931230
Bank overdrafls (313,366} 33,820 0 {281,546)
4,498,255 (848,571) 0 3,649.684
Debt due within one year (114.004) 114,004 (121.306) (121.306)
Debt due after one year (2,074,958) 25,613 121,306 (1,928,039)
2,309,293 {708,954) 0 1,600,139
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26. PENSION COSTS

Govanhill Housing Assaciation (“the Company") participates in the SFHA Pension Scheme.The Scheme is
funded and is confracted out of the state scheme.

It is not possible in the normal course of events to identify the share of underlying assets and liahilities
belanging to an individual participating employer as the Scheme is a multi-employer arrangement where the
assets are co-mingled for invesiment purposes, benefits are paid from the fotal scheme assets, and the
contribution rate for all employers is sei 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 accounfing
charge for the period under FRS17 represents the employer contribution pavable.

The Trustee commissions an actuarial valuation of the Scheme every 3 years. The main purpose of the valuation
is fo determine the financial position of the Scheme in order to determine the level of future contributions
required, so that the Scheme can meel ifs pension obligations as they fall due.

The last formal valuation of the Scheme was performed as at 30 September 2006 by a professionally qualified
actuary using the “projected unit credit” method. The market value of the Scheme's assets af the valuation date
was £268 million. The valuation revealed a shortfull of assets compared with the value of liabilities of £54

million (equivalent to a past service funding level of 83%).

The Scheme Actuary has prepared an Actuarial Repor! that provides an approximale update on the funding
position of the Scheme as at 30 September 2008. Such a repori is required by legislation for years in which a
Jull actuarial valuation is nof carried out. The funding update revealed a decrease in the assels of the Scheme to
£265 million and indicated an increase in the shortfall of assets compared to liabilities to approximately £149
million, equivalent fo a pasi service funding level of 64%..

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

Following a change in legislation in September 2005 there is a potential debt on the employer that could be
levied by the Trustee of the Scheme. The debt is due in the event of the employer ceasing o participate in the

Scheme or the Scheme winding up.

The debi for the Scheme as a whole is calculated by comparing the liabilities for the Scheme (calculated on a
buyout basis, i.e. the cost of securing benefits by purchasing annuity policies from an insurer, plus an alfowance
for expenses) with the assets of the Scheme. If the liabilities exceed assets there is a buy-out debt.

The leaving employer's share of the buy-out debt is the proportion of the Scheme’s liability attributable to
employment with the leaving employer compared fo the total amount of the Scheme’s liabilities (relating lo
employment with all the employers). The leaving employer s debt therefore includes a share of any ‘orphan’
liabilities in respect of previously participating employers. The amount of the debt therefore depends on many
Jactors including total Scheme liabilities, Scheme investment performance, the liabilities in respect of current
and former employees of the employer, financial conditions at the time of the cessation event and the insurance
buy-out market. The amounts of debf can therefore be volatile aver time.

The Company has been notified by the Pensions Trust of the estimated employer debt on withdrawal from the
SFHA Scheme based on the financial position of the Scheme as at 30 September 2009. As of this date the
estimated employer debt for Govanhill Housing Association was £6,303,428.

The Scheme offers three benefit structures to employers, namely:-

' Final Salary with a 1/60 accrual rate
2. Career average re-valued earnings with a 1/60 accrual rate
3 Career average re-valued earnings with a 1/70 accrual rate

An employer can elect to operate different benefif structures for their active members (as at the first day of April
in any given year) and their new entrants. An employer can only operate one open benefit sfructure at any one
time. An open benefil siructure is one which new entrants are able to join.
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26. PENSION COSTS (continued)

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

1 Aprit 2009.

During the accounting period the Company paid contributions at the rate of 15.4% of pensionable salaries.
Member contributions were 7.7%.

As al the balance sheet date there were 313 active members of the Scheme employed by the Company. The
Company continues to offer membership of the Scheme fo its employees.

The key valuation assumptions used to determine the assets and liabilities of the SFHA Pension Scheme are:

% pa
- Investmen( return pre retirement 7.2
- Investment return post refirement 4.9
- Rafe of salary increases 4.6
- Rate of pension increases

pension accrued pre 6 April 2005 2.6

pension accrued from 6 April 2005 2.2

{for leavers before ! October 1993 pension increases are 5.0%)
2.6

- Rate of price inflation

The valuation was carried out using the PA92C2025 short cohort mortality table for non-pensioners and
PA92C2013 short cohort mortality table for pensioners.

The long-term joint contribution rates required from employers and members to meet the cost of future benefit
accrual were assessed as:

Benefit Structure Long-termt joint contribution rate
(% of pensionable salaries per annunt)

Final salary 1/60 17.8

Carecr average 1/60 14.6

Career average 1/ 70 12.6

Additional rate for deficit 3.3

contributions
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26. PENSION COSTS (continued)

The Company participates in the Pensions Trust's Growth Plan ("'the Growth Plan”). The Growth Plan is
funded and is not contracted out of the state scheme. The Growth Plan is a multi-employer pension plan.

Confributions paid into the Growth Plan up to and including Sepiember 2001 were converted to defined amounts
of pension payable from Normal Retirement Date. From October 2001 contributions were invested in personal
Junds which have a capital guaraniee and which are converted lo pension on retivement, either within the

Growth Plan or by the purchase of an annutily.

The rules of the Growth Plan allow for the declaration of bonuses and/or investment credits if this is within the
[financial capacity of the Growth Plan assessed on a prudent basis. Bonuses / investment credils are not
guaranieed and are declared at the discretion of the Growth Plan's Trustee.

The Trustee commissions an actuarial valuation of the Growth Plan every 3 years. The purpose of the actuarial
valuation is to determine the finding position of the Growth Plan by comparing the assels with the past service
liabilities as at the valuation date. Assel values are calculated by reference to market levels. Accrued past
service liabilities are valued by discounting expected future benefit payments using a discount rate caleulated by
reference to the expected fiifure investment refurns.

The rules of the Growth Plan give the Trustee the power to require employers fo pay additional contributions in
order o ensure that the statutory funding objective under the Pensions Act 2004 is met. The statutory funding
objective is that a pension scheme should have sufficient assets to meel its past service liabilities, known as

Technical Provisions.

If the actuarial valuation reveals a deficit, the Trustee will agree a recovery plan (o eliminate the deficit over a
specified period of time either by way of additional contributions from employers, investment relurns or a
combination of these.

The rules of the Growth Plan siate that the proporiion of obligatory contributions to be borne by the Member
and the Member's Employer shall be defermined by agreement between them. Such agreemeni shall require the
Employer to pay parf of such contributions and may provide that the Employer shall pay the whole of them.

The Company paid coniributions at the rate of 0% during the accounting period. Members paid contributions at
the rate of 11% during the accouniing period.

As ai the balance sheet date there was | active member of the Growth Plan employed by the Company. The
Company continues to offer membership of the Growth Plan to its employees.

It is not possible in the normal course of events to identify on a reasonable and consistent basis the share of
underlying assets and liabilities belonging to individual participating employers. The Growrth Plan is a multi-
enmployer scheme where the plan assets are co-mingled for investment purposes and benefits are paid from the
total Growth Plan asseis. Accordingly, due to the nature af the Growth Plan, the accounting charge for the
period under FRS{7 represents the employer contribution payable.

The valuation results at 30 September 2008 have now been completed and have been formalised. The valuation
of the Growth Plan was performed by a professionally qualified actuary using the Projected Unit Method. The
market value of the Growth Plan’s assets at the valuation date was £742 million and the Growth Plan’s
Technical Provisions (i.e. past service liabilities) were £771 million. The valuation therefore revealed a
shortfall of assets compared with the value of liabilities of £29 million, equivalent to a funding level of 96%.
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26. PENSION COSTS (continued)

The financial assumptions underlying the valuation as at 30 September 2008 were as follows:

% pa

- Investment refurn pre refirement 7.6
- Invesiment return post relirement

Actives/Deferreds 5.1

Pensioners 5.6

- Bonuses on accrued benefits 0.0

3.2

- Rate of price inflation

In determining the investment return assumplions the Trustee considered advice from the Scheme Actuary
relating to the probability of achieving particular levels of invesiment return. The Trustee has incorporated an
element of prudence into the pre and post retirement investmen return assumptions, such that there is a 60%
expectation that the return will be in excess of that assumed and a 40% chance that the return will be lower than

that assumed over the next 10 years.

The scheme actuary has prepared a funding position updaie as at 30 September 2009. The market value of the
Growth Plan's assels at that date was £765 million and the Plan’s Technical Provisions (i.e. past service
liabilities) were £820 million. The valuation therefore revealed a shortfall of assets compared with the value of
liahilities of £33 million, equivalent to a funding level of 93%5.

If an actuarial valuation reveals a shortfall of assets compared to liabilities the Trustee must prepare a recovery
plan setting out the steps to be taken to make up the shortfall.

In view of the small funding deficit and the level of prudence implicit in the assumplions used fo calculate the
Growth Plan liabilities the Trustee has prepared a recovery plan on the basis that no additional contributions
from participating employers are reguired at this point in time. In reaching this decision the Trustee has taken

actuarial advice and has been advised that the shorifall of £29 million (as at 30 September 2008) will be
cleared within 10 years if the investment returns from assels are in line with the “best estimate” assumptions.
“Best estimate” means that there is a 50% expectation that the return will be in excess of that assumed and a
50% expectation that the return will be lower than that assumed over the next 10 years. These “best estimate”
assumptions are 8.4% per annum pre retivement, 5.1% per annum posi retirement (actives and deferreds) and

5.6% per annum post retirement (pensioners).
P P

A copy of the recovery plan must be sent fo the Pensions Regulator. The Regulafor has the power tinder Part 3
of the Pensions Act 2004 to issue scheme funding directions where it believes that the actuarial valuation
assumptions and / or recovery plan are inappropriate. For example the Regulator could reqtiire that the Trusice
strengthens the actuarial assumptions (which would increase the Plan liabilifies and hence impact on the
recovery plan) or impose a schedule of contributions on the Plan (which would effectively amend the terms of
the recovery plan). A copy of the recovery plan in respect of the September 2008 valuation was forwarded to the

Pensions Regulator on 18 December 2009,
The next full actuarial valuation will be carried out as at 30 September 2011.

Following a change in legislation in Seplember 2005 there is a potential debt on the employer that could be
levied by the Trustee of the Growth Plan. The Trustee's current policy is that it only applies to employers with
pre October 2001 liabilities in the Growth Plan. The debl is due in the eveni of the employer ceasing io
participate in the Growth Plan or the Growth Plan winding up.
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26. PENSION COS'TS (continued)

The debt for the Growth Plan as a whole is calculated by comparing the liabilities for the Growth Plan
(calculated on a buy-out basis i. e. the cost of securing benefits by purchasing annuity policies from an insurer,
plus an allowance for expenses) with the asseis of the Growth Plan. If the fiabilities exceed assels there is a buy-

oul debf.

The leaving employer’s share of the buy-out debt is the proportion of the Growth Plan’s pre October 200!
liability attributable to employment with the leaving employer compared to the tofal amount of the Growth
Plans' pre-October 2001 liabilities (relating to employment with all the currently participating employers). The
leaving employer’s debt therefore includes a share of any “orphan” liabilities in respect of previously
participating employers. The amount of the debt therefore depends on many factors including total Growth Plan
liabilities, Growth Plan investmen{ performance, the liabilities in respect of current and former employees of the
employer, financial conditions at the time of the cessation eveni and the insurance buy-ouf markei. The amounis

of debt can therefore be volatile over time.

The Company has been notified by the Pensions Trust of the estimated employer debt on withdrawal from the
Growth Plan based on the financial position of the Growth Plan as at 30th September 2009. As of this dale the

estimated employer debt for Govanhill Housing Association was £27,841.
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27. CAPITAL COMMITMENTS

Expenditure contracted less certified

Funded by:

Social Housing Grant

Glasgow City Council Private Sector Housing Gran{
Reserves

Expenditure authorised by the management
committee nol contracied for

Funded by:
Social Housing Grani
Reserves

28. ASSURED TENANCY RENTS

Average assured tenancy rent for housing
acconiadation per month,

Percentage increase from previous year

29. RELATED PARTIES
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Group Company
2010 2009 2010 2809
£ £ £ £
480,600 3,416,000 480,000 3,416,000
250,000 2,404,000 250,000 2,404,000
0 15,000 0 15,000
230,000 997,000 230,000 997,000
480,000 3,416,000 480,000 3,416,000
3,901,000 935,000 5,901,000 935,000
1,576,000 50,000 1,576,600 50,000
4,325,000 885,000 4,325,000 833,000
5,901,000 935,000 3,901,000 935,000
Group Company
2010 2009 2010 2009
£ £ £ £
276 264 276 264
4.5% 1.1% 4.5% 1.1%

Several members of the Management Committee are fenants. Their fenancies are on the Association's

normal tenancy terms and they cannot use their positions to their advaniage.



