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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
FOR THE YEAR ENDED 31ST MARCH 2010

The Management Commillee presents its report and the Financial Statements for the year ended 31st
March 2010.

Legal Status

The Association is a registered non-profit making organisation under the industrial and Provident
Societies Act 1965 No.2562R(S). The Association is constituled under its Rule Book. The Association
is a registered Scottish Charity with the charity number SC029908.

Principal Activity
The principal activity of the Association is the provision of affordable rented accommodation.

Review of Business and Future Developments
There were a number of significant developments during the year ended 31 March 2010.

In March 2009 we celebrated our fifth year with our site start to our second new build development of
26 houses and flats. Planning consent was received also for our newbuild development at Highfield
Road which when finished will add a further 34 houses to the Association's stock and also see the
regeneration of the central area of Hillhead. This scheme went on site in November 2009 and is
progressing well. In the year to 31 March 2010 £5.148m was invesled in our development programme.

Preparations for our Phase 3 newbuild development of 87 new homes have conlinued to progress and
planning approval has also been received. However, whilst we continue to rehouse the last remaining
tenants, current funding restrictions has meant we are unable to proceed to tender stage other than for
the demolitlion works planned for March 2011. We will however continue to press on lhe Scotlish
Government to make funding available so we can ensure we complete our planned programme of 142

new homes.

During the year we have been in construclive dialogue with our funder Royal Bank of Scotland, as we
update and revise our 30 year business plan. We now have the bank's approval for a loan facility of
£14m that will fund the business plan over a 30 year period. However, we have had to exclude our last
new build scheme as the Scoltish Government is presently unable to confirm the availability of a
sufficient level of additional grant thal is necessary to make lhe scheme viable.

Following completion of our organisational review in June 2009 we now have a more efficient and
effective staffing structure which is focused on providing excellent customer service and ensuring our
management costs remain affordable.

As a consequence of a sustained effort we have continued to see further improvements in our level of
both current and former tenant rent arrears which at the end of March 2010 had fallen to £83,832 from
£92,995 in March 2009. The Association's welfare rights service continues to be a great success and
by the end of the year had secured over £1.1m of additional benefits income for our tenanis since the
service began in 2009. During the year, intervention from the Welfare Rights Officer has secured
£9,789 in additional housing benefil payments lowards current tenant arrears.

As we focus on providing services that our tenants need we successfully secured funding from the
Scottish Government to slart up a Tenancy Support Service. The support services are provided by the
Mungo Foundation with an officer based in the Association's office.
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
FOR THE YEAR ENDED 31ST MARCH 2010

Review of Business and Future Developments (Contd.)

During the year a further 265 units were improved as part of our planned maintenance investment
programme. We spent £1.304m on planned renewal works and a further £0.113m on cyclical works.
Preparatory work on our fifth phase began in 2010 and a major repairs contract combining both
internal and external improvements is now on site with a value of £0.3m.

Close monitoring of our reactive maintenance contracts has been necessary in order to ensure value
for money to ensure that the repairs service meels the expectations of our tenants. Unfortunately our
maln contractor decided that it could not deliver the service we desired and so terminated the contract
in February 2010. A substitute contractor has been appointed as a temporary measure pending a full
review of our reactive maintenance services. Fortunately the change over ran exceptionally well and

tenants are being provided with a much improved repairs service.

Overall the Assaciation is pleased that it has managed to maintain the momentum of developments
despite operating in a challenging environment.
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
FOR THE YEAR ENDED 31ST MARCH 2010

Management Committee and Executive Officers

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

_ Each member of the Management Committee holds one fully paid share of £1 in the Association. The

Execulive Officers hold no interest in the Association's share capital and, although not having the legal
status of Directors, they act as Executives within the authorily delegated by the Management Committee.

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

Statement of Management Committee's Responsibllities

The Industrial and Provident Societies Acts 1965 to 2002 require the Management Committee to prepare
Financial Statements for each financial year which give a true and fair view of the state of affairs of the
Association and of the surplus or deficit of the Association for that period. In preparing those Financial
Stalements, the Management Commitiee is required to:-

. select suitable accounting policies and then apply them consistently;

. make judgments and estimates that are reasonable and prudent;

. state whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the Financial Statements;

»  prepare the Financial Statements on the going concern basis unless it is inappropriate to
presume that the Association will continue in business;

«  prepare a statement on Internal Financial Control.

The Management Committee is responsible for keeping proper accounting records which disclose wilh
reasonable accuracy al any time the financial position of the Association and to enable them to ensure that

the Financial Statements comply with the Industrial and Provident Socielies Act 1965 to 2002, the Housing
(Scotland) Act 2001 and the Registered Social Landlords Accounting Requirements (Scotland) Order 2007.
They are also responsible for safeguarding the assets of the Association and hence for taking reasonable
sleps for the prevention and detection of fraud and other irregularities. it is also responsible for ensuring the

Association's suppliers are paid promptiy.

The Management Commitlee must in determining how amounts are presented within items in the income
and expenditure account and balance sheet, have regard to the substance of the reporied transaction or
arrangement, in accordance with generally accepled accounting praclices.

In so far as the Management Committee are aware:

. There is no relevant audit information (information needed by the Housing Association's auditors
in conneclion with preparing their report) of which the Association’s auditors are unaware, and

. The Management Commitiee have taken all steps that they ought to have taken to make themselves
aware of any relevant audit information and to establish that the Housing Association’s Auditors are

aware of that information.
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HILLKEAD HOUSING ASSOCIATION 2000 LIMITED

REPORT OF THE MANAGEMENT COMMITTEE
FOR THE YEAR ENDED 31ST MARCH 2010
Statement on Internal Financial Control

The Management Commiltee acknowledges its ultimate responsibility for ensuring that the Association has in
place a system of controls that 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 Association, or for publication;

the maintenance of proper accounting records;

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 syslems can only provide reasonable and not absolule assurance against material financial mis-statement
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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 authorily, which allow the monitoring of controls and restrict the
unauthorised use of Association’s assels;

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 team 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;

regular financial management reports are prepared promptly, providing relevant, reliable and up to
date financial and other information, with significant variances from budget being investigated as

appropriate;

all significant new initiatives, major commitments 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 contro! procedures are in place and are being followed
and that a general review of the major risks facing the Association is undertaken;

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

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

By order of the Management Committee

MARGARET MORIER
Secrelary
01 September 2010

MM
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

REPORT BY THE AUDITORS TO THE MANAGEMENT COMMITTEE OF
HILLHEAD HOUSING ASSOCIATION 2000 LIMITED
ON CORPORATE GOVERNANCE MATTERS

In addition to our audit of the Financial Statements, we have reviewed your statement on Page 5
concerning the Association’s compliance wilh the information required by the section on Internal
Financial Control within SFHA's publication "Raising Standards in Housing".

Basis of Opinion

We carried out our review having regard to the requirements relating to corporate governance matters
within Bulletin 2006/5 issued by the Auditing Praclices 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 5 has provided the disclosures

required by the section on Internal Financial Control within SFHA's publication "Raising Standards in
Housing” and is consistent with the information which came to our attention as a resuit of our audit

work on the Financial Statements.

Through enquiry of certain members of the Management Committee and Officers of the Association,
and examination of relevant documents, we have satisfied ourselves that the Management
Commitiee’s Statement on Internal Financial Control appropriately reflects the Association’s
compliance with the information required by the section on Internal Financial Control within SFHA's

“Raising Standards in Housing".

ALEXANDER SLOAN
Chartered Accountants

GLASGOW
01 September 2010
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

We have audited the financial statements of Hillhead Housing Association 2000 Limited for the year ended 31st March
2010 which comprise an income and expenditure account, balance sheet, cash flow statement and related notes. These
financial statements have been prepared in accordance with the accounting policies set oul therein.

This report is made solely to the Association’s members, as a body, in accordance with Section 9 of the Friendly and
Industrial and Provident Societies Act 1968. Our audil work has been undertaken so that we might state to the
Association’s members those matters we are required to state to them in an auditors’ report and for no other purpose. To
the fullest extent permilted by law, we do not accept or assume responsibility to anyone other than the Association and the
Association’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective Responsibilities of Management Commitiee and Auditors

As described in the Statement of Management Commitiee’s Responsibilities the Association's Management Committee are
responsible for the preparation of the Financial Statements in accordance with applicable law and United Kingdom
Accounting Standards {United Kingdom Generally Accepted Accounting Praclice).

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

We report to you our opinion as to whether the Financial Statements give a true and fair view and are properly prepared in
accordance with the Industrial and Provident Societies Act 1965 to 2002, 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 Committee’s Report is consistent with the Financial Statements, if the Association has not kept proper
accounting records, if we have not received all the information and explanations we require for our audil, or if information
specified by law regarding Management Commiltee’s remuneration and transactions with the Associalion is not disclosed.

We read the Management Committee’s Report and consider the implications for our repon if we become aware of any
apparent misstatements within it.

Basis of 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 assessment of the significant estimates and judgments made by the
Management Committee in the preparation of the Financial Statements, and of whether the accounting policies are

appropriale 1o the Association's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary
in order to provide us with sufficient evidence to give reasonable assurance that the Financial Statements are free from
material misstatement, whether caused by fraud or other irregularily 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 Statements:

give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Praclice of the state of the
Association’s affairs as at 31st 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 1o 2002, the Housing
(Scotland) Act 2001 and the Registered Social Landlords Accounting Requirements {Scotland) Order 2007.

In our opinion, the information given in the Management Commitlee’s Report is consistent with the financial statements.

ALEXANDER SLOAN
Chartered Accountants
Statutory Auditors
GLASGOW

01 September 2010

Page 7



R

T

CIr

HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31st MARCH 2010

Notes

£
TURNOVER 2.
Operating Cosls 2.
OPERATING (DEFICIT) / SURPLUS 8.
Profit on Sale of Housing Stock 7. 22,265
Interest Receivable and Other Income 36,679
Other Finance Costs 21. {6,000)

(DEFICIT)/ SURPLUS FOR YEAR ON
ORDINARY ACTIVITIES
STATEMENT OF RECOGNISED GAINS AND LOSSES

{Deficit) / Surplus for year
Actuarial Losses on Defined Benefit pension scheme

Total (Losses) / Gains relating to the current financial year
Prior Period Adjustment -

Total (Losses) / Gains Recognised since last financial statements

Page 8

2010
£

2,330,941

(2,767,595)

(436,654)

52,944

(383,710)

2010

£
(383,710)
(84,000)

(467,710)

(467,710)

2009
£ £

3,294,702
(2,892,397)
402,305

44,536

228,939

(2,000)

271,475

673,780

2009

E
673,780

{32,000)

641,780
(41,000}

800,780




Il

il | Ll

il

HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

BALANCE SHEET AS AT 31st MARCH 2010

Notes

TANGIBLE FIXED ASSETS
Housing Properties - Depreciated Cost 10.(a)
Less: Social Housing Grant 10.(a)

: Other Public Grants 10.(a)
Other fixed assets 10.(b)
CURRENT ASSETS
Debtors 13.

Cash at bank and in hand

CREDITORS: Amounts falling due within one year 14,
NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS; Amounts falling due after more

than one year 15.
Pension Liability 21.
NET ASSETS

CAPITAL AND RESERVES

Share Capital 17.
Designated Reserves 18.(a)
Revenue Reserves 18.(b)
Pension Reserve 18.(c)

The Financial Statements were approved by the
Management Commitiee and signed on their behalf on

346,329

2,204,878

2,641,207

{1,776, 476)

bty I
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2010 2009
£ £ £
12,375,624 6,860,233
(8,669,509) (6,133,101
{400,750) (359,527)
3,305,365 367,605
43,281 30,621
3,348,646 398,226
783,519
4,618,291
5,401,810
(1,211,947)
864,731 4,189,863
4,213,377 4,588,089
(680,000) (680,000)
(169,000) {76,000)
3,364,377 3,832,089
83 85
3,433,204 3,585,833
100,000 322,171
(169,000) (76,000)
3,364,377 3,832,089

01 September 2010

Secretary

Mo
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

CASH FLOW STATEMENT FOR THE YEAR ENDED

31st MARCH 2010

Net Cash Inflow from Operating Activities

Returns on Investment and Servicing of Finance

Interest Received

Net Cash Inflow from Investment and Servicing of

Finance

Capital Expenditure and Financial Investment
Acquisition and Construction of Properties

Purchase of Olher Fixed Assels
Social Housing Grant Received
Social Housing Grant Repaid
Other Grants Received

Proceeds on Disposal of Properties

Net Cash (Outflow) from

Capital Expenditure and FInanclal Investment

Net Cash (Outflow) / Inflow before use of Liquid

Resources and Financing

Management of Liquid Resources

Change in short term deposits with banks

Financing
Share Capital lssued

Net Cash Inflow from Financing

(Decrease) / Increase in Cash

Notes 2010
£ E
16. 290,952
36,679
36,679
{5,578,862)
{48.408)
2,807,658
{60,275)
56,293
72,540
(2,651,054)
(2,323,423)
10
10
16. (2,323,413)

Page 10

2009
£ £
831,159
228,939
228,939
(1,161,715)
(13,745)
552,257
44,536
(578,667)
481,431
15
15
481,446



HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

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

1 PRINCIPAL ACCOUNTING POLICIES

By
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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 2008, and on the historical cost basis.
They also comply with the Regislered Social Landlords Accounting Requirements (Scotland) Order 2007. A

summary of the more important accounting policies is set oul below.

Turnover
Turnover represents rental and service charge income receivable, fees receivable and revenue grants receivable.

Retirement Benefits

Strathclyde Pension Fund

The Association paricipates in the Stralthclyde Pension Fund and retirement benefils to employees of the
Association are funded by the contributions from all paricipaiing employers and employees in the Scheme.
Payments are made in accordance with periodic calculations by consulting Actuaries and are based on pension
costs applicable across the various participating organisations taken as a whole,

The expected cost to the Association of pensions is charged to income so as lo spread the cost of pensions over the
service lives of the employees in the scheme taken as a whole.

The Assoclation has fully adopted accounting slandard FRS17 ‘Retirement Benefits' during the year. The impact of
this standard has been reflected throughout the financial statlements. Prior year comparatives have been restated

where appropriate.

The difference between the fair value of the assets held in the Association's defined benefit pension scheme and the
scheme's liabililes measured on an actuarial basis using the projected unit method as recognised in the
Associalion's balance sheel as a pension scheme liabilily as appropriate.

S.F.H.A Penslon Fund

The Association participates in the S.F.H.A. Defined Benefits Pension Scheme and retirement benefils to
employees of the Association are funded by the contributions from all participating employers and employees in the
Scheme. Payments are made in accordance with periodic calculations by consuiting Actuaries and are based on
pension cosls applicable across the various parlicipating Associations taken as a whole.

Valuation Of Housing Properties

Housing Properiies are stated at cost, less social housing and other public grants and less accumulated
depreciation. Depreciation is charged on a straight line basis over the expected economic useful lives of the
properties at an annual rate of 2%. Land is not depreciated. Housing Properlies are reviewed for impairment if
events or circumstances indicate that the carrying value is higher than the recoverable amount.

Depreclation And Impairment Of Other Fixed Assets
Other Fixed Assets are stated at cost less accumulated depreciation. Depreciation is charged on a straight line

basis over the expected economic useful lives of the assets al the following annual rates:-

Office Premises -10%
Furniture and Filtings -33%
Compuler and Office Equipment -33%

The carrying value of tangible fixed assetls are reviewed for impairment in periods if events or changes in
circumstances indicate the carrying value may not be recoverable.

Page 11




HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010
NOTES TO THE FINANCIAL STATEMENTS (Continued)

1 PRINCIPAL ACCOUNTING POLICIES (Conlinued.)

[T TR Bl

!I. II

Social Housing Grant And Other Grants In Advance/Arrears
Where developments have been financed wholly or partly by Social Housing Grant or other capital granti, the cost of
those developments has been reduced by the amount of the grant receivable. The amount of the grants receivable is

shown separately on the Balance Sheet.

Social Housing Grant received in respect of revenue expenditure is credited to the Income and Expenditure Account
in the same period as the expenditure to which it relates.

Although Social Housing Gran! is treated as a grant for accounling 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 tumover on completion. The cost of construction of these
sales is taken to operaling cost. In accordance with the Statement of Recommended Practice, disposals of
subsequent tranches are treated as fixed asset disposals with the gain or loss on disposal shown in the Income and

Expenditure Account.

Disposals of housing property under the Right to Buy scheme are treated as a fixed asset disposal and any gain and
loss on disposal accounted for in the Income and Expenditure Account.

Disposals under shared equity schemes are accounted for in the Income and Expenditure Account. The remaining
equity in the properly is treated as a fixed asset investmenl, which is matched with the grant received.

Leases/Leased Assets
Costs in respect of operaling leases are charged 1o the Income and Expenditure Account on a straight line basis over

the lease term. Assets held under finance leases and hire purchase contracts are capitalised in the Balance Sheet
and are deprectated over their useful lives.

Works to Existing Properiles
The Association capitalises major repairs expenditure where these works result in an enhancement of economic

benefits by increasing the net renlal stream over the life of the property.

Capitalisation Of Development Overheads

Directly attributable development administration costs relating to development activities are capilalised in accordance
with the Statement of Recommended Practice.

Development Interest
Interest incurred on financing a development is capitalised up to the dale of practical completion of the scheme.

Designated Reserves
The Association has designated part of ils reserves to meet its long term obligations.

The Major Repairs Reserve is based on the Association's liability to maintain housing properties in a state of repair
which at least maintains their residual values in prices prevailing at the time of acquisition and construction.

Page 12
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS {(Continued)

R R ARTICHTTFA TG TR NIOV RN (SR T RS A TR O R AT N GG ol B AN D N R A L N RS L R L

2010 2009

Operating Qperating
Operating Surplus / Operating Surplus f

Notes Tumover Costs (Peficit) Tumover Cosls (Deficit)

£ £ £ £ £ £

Social Lettings 3. 2,237,665 2,645,409 (407,744} 3,122556 2,684,405 438,151
Other Activities 4. 93,276 122,186 (28,910) 172,146 207,992 (35,846)
Total 2,330,941 2,767,595 (436,654) 3,294,702 2,892,397 402,305

YRR CST [P PRREES PR IN ot A PRTER XA SN B P PR BN S A e e e A B LR I N O

General

Neads Supported Shared 2010 2009

Houslng Housing  ownership Total Total

£ E £ £ £
Income from Lettings
Rent Receivable Nel of idenlifiable Service Charges 2,486,752 - - 2,486,752 2511562
Service Charges Receivable 6,724 - - 6,724 5,951
Gross Rents Recelvable 2,493,476 - - 2493476 2517513
Less: Rentlosses from voids 295,171 - - 295171 310,549
Net Rents Recelvable 2,198,305 - - 2,198,305 2,206,964
Revenue Granls from Scottish Ministers 39,360 - - 35,360 915,592
Revenue Grants From Local Authorities and Other Agencies - - - - -
Total Income From Soclsl Letting 2,237,665 - - 2,237,665 3,122,556
Expenditure on Soclal Letting Activitles
Seivice Costs 6,724 - - 6,724 5,951
Managemen! and maintenance adminlstralion costs 789,182 - - 789,182 829,929
Reaclive Maintenance 363,342 - - 363,342 345,035
Bad Debls - Renls and Service Charges 4,510 - - 4,510 13,482
Planned and Cyclical Maintenance, including Major Repairs 1.418,180 - - 1,418,180 1,486,008
Depreciation of Social Housing 63,471 - - 63,471 -
Operating Costs of Soclal Letting 2,645,409 - - 2645409 2,684,405
Operaling Surplus on Social Letting Activitles {407,744) - - (407.744) 438,151
2009 438,151 - - 438,151

Renl losses from voids includes an amount of £259,222 in respect of properties not re-let prior to demolition.
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

TR S T R EE T AR 1 (h LAt A RS

The Officers are defined in s74 of the Industrial and Provident Societies Act 1965 as 2010 2009
the members of the Management Commiltee, managers or servants of the £ £
Associalion.

No Officer of the Association received emoluments greater than £60,000.

Emoluments payable to Chief Executive (excluding pension contributions) 52,567 51,867

RN

vl I {\'H-"“-“‘I[ INE

2010 2009
No. No.

The average monthly number of full lime equivalent persons employed during
the year was 17 19
The average total number of Employees employed during the year was 19 19
£ £

Staff Costs were:

472,391 482,938
33,596 34,894
69,545 72,130

575,532 589,962

Wages and Salaries
Social Security Costs
Other Pension Costs
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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2010 2009

£ £
72,540 176,000

Sales Proceeds
50,275 131,464

Cost of Sales
Gain On Sale Of Housing Stock 22,265 44,536
13l R ZC R T SO TRHOL IR NARE L5 g B e 4 T
2010 2009
(Deficit) / Surplus on Ordinary Activities before Taxation is staled after charging:- £ £
Depreciation - Tangible Owned Fixed Assets 84,149 12,407
Auditors' Remuneration - Audit Services 5816 5434
Operating Lease Rentals - Other 2,646 2,676

B N R R TR R L PR O N WX | N O R S L T B

The Association is a Registered Scottish Charity and is not liable to United Kingdom Corporation Tax on its charitable
aclivities.
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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Housing Housing
Propetties Properlies
a) Housing Properties Held In course of
for Letting Construction Total
£ £ £
COST
As al 1st April 2009 4,632,824 2,227,409 6,860,233
Additions 430,732 5,148,130 5,578,862
Disposals - - -
Schemes Completed 4,573,140 (4,573,140) -
As at 31st March 2010 9,636,696 2,802,399 12,439,095
DEPRECIATION
As at 1st April 2009 - - -
Charge for Year 63,471 - 63,471
Disposals - - -
As at 31st March 2010 63,471 - 63,471
SOCIAL HOUSING GRANT
As at 1st April 2009 4,632,824 1,500,277 6,133,101
Additions 160,517 2,375,891 2,536,408
Disposals - - -
Schemes Completed 1,310,277 (1,310,277} -
As al 31st March 2010 6,103,618 2,565,891 8,669,509
OTHER CAPITAL GRANTS
As at 1st April 2009 - 359,527 359,527
Additions 41,223 - 41,223
Disposals - - -
Schemes Completed 359,527 (359,527) -
As at 31st March 2010 400,750 - 400,750
NET BOOK VALUE
As at 31st March 2010 3,068,857 236,508 3,305,365
As at 31st March 2008 - 367,605 367,605

Additions to housing properties includes capilalised development administration costs of £38,866 (2009 -
£37,090) and capitalised major repair costs to existing properties of £nil (2009 £nil)

All land and housing properties are frechold.
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued}
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b) Other Tangible Assels Office Furniture

Van Premises & Equipment Total

£ £ £ £

COST
As at 1st April 2009 22,275 253,479 161,273 437,027
Additions 13,534 3,150 31,724 48,408
Eliminated on Disposals - - - -
As at 31st March 2010 35,809 256,629 192,997 485,435
GRANTS RECEIVED
As at 1st April 2009 22,275 215,794 53,260 291,329
Received in year 13,534 - 1,536 15,070
Repaid on Disposal - - - -
As at 3ist March 2010 35,809 215,794 54,796 306,399
AGGREGATE DEPRECIATION
As at 1st April 2009 - 17,617 97.460 115,077
Charge for year - 4,083 16,595 20,678
Eliminated on disposal - - - -
As at 31st March 2010 . 21,700 114,055 135,755
NET BOOK VALUE
As at 31st March 2010 - 19,135 24,146 43,281
As at 31st March 2009 - 20,068 10,553 30,621

Pl g et el e 18

2010 2009
£ £

Capital Expenditure that has been contracted for but has not been provided
for in the Financial Statements 2,011,600 3,323,345

The above commitments will be financed by a mixture of public grant, private finance and the Association’s
OWN resources.

DR o e DR G a1 A [ TR P B P AT N AT PR P
At the year end, the annual commitments under operating leases were as follo 2010 2009
E £
Other
Expiring within one year 2,693 1,733
Expiring between two and five years - 042
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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2010 2009
£ £
83,832 92,994

Arrears of Rent & Service Charges
Less: Provision for Doubtful Debts {48,126) (58,220)

35,706 34,774
270,006 631,256
40,617 117,489

Soclal Housing Grant Receivable
Other Debtors

346,329 783,519

[N

wpebaen el At et Gl el eendnge 2

2010 2009

£ £
1,572,133 1,022,236
73,274 75,021
2,140 2,140
128,929 112,550

Trade Creditors

Rent in Advance

Other Taxation and Social Security
Other Creditors

1,776,476 1,211,947

The bank overdraft facility is secured over 843 houses and flats within the district of Hillhead, Kirkintilloch.

At the balance sheet date there were pension contributions outstanding of £2,140 (2009 £2,140)

I B G P O T T T P L || E S P E e TT S A NI ES LR S B

2010 2009
£ £
680,000 680,000

Housing Loans

The Housing Loan of £680,000 represents an amount due to the
Scottish Government which is repayable in two equal tranches
in 2024 and 2034. There is no interest payable on this sum.

680,000 680,000
680,000 680,000

In five years or more
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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Reconciliation of operating (deficit)/surplus to
net cash inflow from operating activitles

Operating (Deficity/Surplus
Depreciation

Defined Benefit Pension Contributions Paid (Strathclyde Pension Fund)
Service cost on defined benefit scheme (Strathclyde Pension Fund)

Change in Debtors
Change in Creditors
Share Capital Written Oft

Net Cash Inftow from Operating Aclivities

Reconcifiation of net cash flow to movement in
net debt

(Decrease) / Increase in Cash

Movement in net debt during year
Net debt at 1st April 2009

Net debt at 31st March 2010

Analysis of changes in net debt

Cash at bank and in hand

Debt: Due wilhin one year
Due after more than one year

Net Debt

2010

£ £
(2,323,413)

{2,323,413)

3,938,291

1,614,878

At Cash

01.04.09 Fiows

£ £

4,618,291 (2,323.413)

4,618,291 (2,323,413)

(680,000) -

3,938,291 (2,323,413)

Page 20

2010 2009
£ £
(436,654) 402,305
84,149 12,407
(10,000) (10,000}
13,000 11,000
75,940 11,279
564,529 404,176
(12) (8)
290,952 831,159
2009
£ £
481,446
481,446
3,456,845
3,938,291
At
31.03.10
£
2,294,878
2,294,878
(680,000)
1,614,878
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

(7R AR EIONRITEATS
Shares of £1 each Issued and Fully Paid £
At 1st April 2009 85
Issued in year 10
Cancelled in year (12)
AL 31st March 2010 83

Each member of the Association holds one share of £1 in the Association. These shares
carry no rights to dividend or distributions on a winding up. When a shareholder ceases to be
a member, thal person's share is cancelled and the amount paid thereon becomes the
property of the Association. Each member has a right to vote at members' meetings.

(a) Designated Reserves : Major

Repairs Total

£ £

At 1st April 2009 3,685,833 3,585,833
Transfer to Revenue Reserves {152,539) {152,539)

At 31st March 2010 3,433,294 3,433,294

(b) Revenue Reserves Total

£

At 1st April 2009 322171
Deficit for the Year (383,710)

Transfer to Pension Reserves 9,000

Transfer from Designated Reserves , 152,539
At 31st March 2010 _LOOO

{c) Pension Reserves Total
E

At 1st April 2009 (76,000)
Actuartal Loss in the year (84,000)
Transfer from Revenue Reserve {9,000)
At 31st March 2010 (169,000)

LRI N0

The number of units of accommodation in management 2010 2009
al the year end was:- No. No.
General Needs - New Build " 45

- Rehabilitation 794 794

865 839
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‘ ‘ FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

S TR T g 2 R P e
Members of the Management Commitiee are related parties of the Association as defined by

[ Financial Reporting Standard 8.

| The related parly relationships of the members of the Management Committee is summarised as

follows:

3 members are ienanls of the Association
b 2 members are relevant local councillors
1 member is an employee of a relevant local authorily

= Those members that are lenants of the Association have tenancies that are on the Associalion’s
o normal tenancy terms and they cannot use their positions to their advantage.

C Governing Body Members cannot use their position to their advantage. Any transactions between
= the Association and any entity with which a Governing Body Member has a conneclion with is
— made at arm’s length and is under normal commercial terms,

R

Ll
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Conlinued)
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General
Hillhead Housing Association 2000 Limited participates in the SFHA Pension Scheme.

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

The Scheme offers three benefit structures to employers, namely:

» Final salary with a 1/60th accrual rate.
« Career average revalued eamings wilh a 1/60th accrual rate
- Career average revalued earnings wilh a 1/70th accrual rate

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

Hillhead Housing Association 2000 Limited has elected to operate the final salary with a 1/60th
accrual rate benefit structure for aclive members as at 31 March 2008 and the final salary with a
1/60th accrual rate benefit structure for new entrants from 1 April 2008,

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

The actuarial valuation assesses whether the Scheme's assels al the valuation date are likely to be
sufficient lo pay the pension benefits accrued by members as at the valuation date. Asset values are
calculated by reference to market levels. Accrued pension benefits are valued by discounting
expected future benefit payments using a discount rate calculated by reference 1o the expected future

investment returns.

During the accounting period Hillhead Housing Association 2000 Limited paid contributions at the rate
of 15.4% of pensionable salaries. Member contributions were 7.7%.

As at the balance sheel date there were aclive members of the Scheme employed by Hillhead
Housing Association 2000 Limited. The annual pensionable payrall in respect of these members was
£394,919. Hillhead Housing Association 2000 Limited continues to offer membership of the Scheme

to its employees,

It is not possible in the normal course of events to identity the share of underlying assets and
liabilites belonging to individual participating employers. SFHA is a multi-employer scheme where
the scheme assels 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 Plan, the accounling charge for the period under FRS17 represenls the employer

contribution payable.

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 assels at
the valuation date was £268m. The valuation revealed a shortfall of assets compared with the value
of liabilities of £54m (equivalent to a past service funding level of 83.4%).
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HILLHEAD HOUSING ASSOCIATION 2000 LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010
NOTES TO THE FINANCIAL STATEMENTS (Continued)
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The Scheme Actuary has prepared an Actuarial Report that provides an approximate update on the
funding position of the Scheme as at 30 Seplember 2008. Such a report is required by legislation for
years in which a full acluarlal valuation is not carried out. The funding update revealed a decrease in
the assets of the Scheme to £265 million and indicated an increase in the shorifall of assels
compared to liabilities to approximately £149 million, equivalent to a past service funding leve! of
63.9%. Annual funding updates of the SFHA Pension Scheme are carried out using approximate
actuarial techniques rather than member by member calculations, and will therefore not produce the
same results as a full actuarial valuation. However they will provide a good indication of the financial
progress of the scheme since the last full valuation.

Since the contribution rates payable to the Scheme have been determined by reference to the last full
actuarial valuation the following notes relate to the formal actuarial valuation as at 30 September

2006.

Financial
Assumptions

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

% p.a.

- Investment return pre-retirement 7.2
- Investment return post-retirement 49
- Rate of Salary increases 4.6
- Rate of pension increases:

pension accrued pre 6 April 2005 2.6

pension accrued from 6 April 2005 2.25
(for leavers before 1 October 1993 pension increases are 5.0%)
- Rate of price infiation 2.6

The valuation was carried out using the PA92C2025 short cohort mortality table for non-pensioners
and PA92C2013 short cohort mortality table for pensioners. The lable below illustrates the assumed
life expectancy in years for pension scheme members at age 65 using these mortality assumptions:

Males Females
Assumed life Assumed life
expeciancy in years | expectancy in years
at age 65 at age 65
Non-pensioners 21.6 24.4
Pensioners 20.7 23.6
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FINANCIAL STATEMENTS FOR THE

YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Valuation Results

T TR L L N AN e B A S AL LISE

b

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

Long-term joint contribution rate

Benelit Structure (% of pensionable salaries)
Final salary - 60ths 17.8
Career average 60ths 14.6
Career average 70ths 12.6

If an actuaria! valuation reveals a shortfall of assels compared to liabilities the Trustee must prepare a
recovery plan setting oul the steps to be laken 1o make up the shortfall.

Following consideration of the resulls of the valuation it was agreed that the shortfall of £54m would be
dealt with by the payment of additional contributions of 5.3% of pensionable salaries per annum with

effect from 1 April 2008. Itis the

Scheme policy that the joint contribution rate payable s split between

employers and members in the ratio 2:1. Accordingly the joint contribution rates from 1 April 2008 for
each of the benefit structures will be:

Benefit Structure

Joint contribution rate (% of pensionable
salaries)

Final salary 60ths

23.1% comprising employer contributions of
15.4% and member confributions of 7.7%

Career average 60ths

19.9% comprising employer contributions of
13.3% and member contributions of 6.6%

Career average 70ths

17.9% comprising employer contributions of
11.9% and member contributions of 6.0%
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A small number of employers that have closed the Scheme to new entrants are required to pay an
additional employer contribution loading of 3.5% to reflect the higher costs of a closed arrangement.

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

A copy of the recovery plan, selting out the level of deficit contributions payable and the period for
which they will be payable, must be sent to the Pensions Regulator. The Regulalor has the power
under Part 3 of the Pensions Act 2004 to issue scheme funding directions where it believes that the
acluarial valuation assumptions and/or recovery plan are inappropriate. For example the Regulalor
could require thal the Trustee strengthens the actuarial assumptions (which would increase the
scheme liabilities and hence impact on the recovery plan} or impose a schedule of contributions on
the Scheme (which would effectively amend the terms of the recovery plan). The Regulator has
reviewed the recovery plan for the SFHA Pension Scheme and confirmed that, in respect of the
September 2006 actuarial valuation, it does not propose to issue any scheme funding directions under
Part 3 of the Pensions Act 2004.

The current triennial valuation, as at 30 September 2009, is being undertaken by a professionally
qualified actuary. The provisional results of this valuation were issued by the SFHA Pension Scheme
in May 2010. These figures show that the deficit on the scheme has increased from £53.6million to
£160miiltion. The funding level of liabilities, based on these figures, would be 64.8% (2006 - 83.4%).

As a result of this valuation the total contribution rate must increase on average by 7% of pensionable
earnings for all exisling benefil options structures from April 2011.

As a result of Pension Scheme legislation there is a polential 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 to
parlicipate in the Scheme or the Scheme winding up.

The debl for the Scheme as a whole is calculated by comparing the liabililies for the Scheme
(calculated on a buyout basis i.e. the cost of securing benefils by purchasing annuity policies from an
insurer, plus an allowance 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 debl is the proportion of the Scheme’s liability attributable
to employment with the leaving employer compared to the total amount of the Scheme's liabililies
{relating to employment wilh all the currently participating employers). The leaving employer's debt
therefore includes a share of any "orphan"” liabilities in respect of previously panicipating employers.
The amount of the debt therefore depends on many factors including tolal 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 debt can therefore be volatile over time.
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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Defined Benefit Scheme

The Association operates a defined benefil scheme as an admitied body under the Strathclyde

Pension Fund, the assets of which are held in a separate trustee administered fund.

The administering authority has responsibility for the management of the Fund. As most of the

Fund's investments are equily based, there is an inherent risk of volalility in the investment

markel having a significant effect on the value of the fund's assets. In order to mitigate this risk,
= the Fund holds a diverse investiment portfolio wilh a range of investment managers.

Al the balance sheet date, there were 2 aclive members of the scheme employed by the
Assoctation. Total pension contributions made by the Association for the year were £10,000,
— This includes £nil of oulstanding contributions at the balance sheel date. Gross pensionable
= salaries for the year were £56,012.

The following figures are prepared by the Actuaries in accordance with their understanding of
- Financial Reporting Standard 17 - 'Retirement Benefits' (FRS 17) and Guidance Note 36:
Accounting for Retirement Benefits under Financial Reporting Standard 17 issued by the Institute
and Faculty of Acluaries.
Following an amendment to FRS 17 during the year, the basis of measurement of quoted
securities changed from mid-market value to current price. Accordingly, the fair value of assels
at 31 March 2009 has been measured at current bid price.

olll.

Principal Actuarial Assumptlons

Ly

Assumptions as at 2010 2009 2008
- %p.a. %p.a. %p.a.
= Price increases 3.8 31 36
Salary increases 53 4.6 5.1
Expected return on assels 7.2 6.5 7.1
Discount rate 5.5 6.9 6.9

The defined benefit obligation is esiimated to
comprise of the following:

2010 2009

£'000 £'000

Employee members 400 233
Deferred pensioners - -
Pensioners - -
_ 400 233
Net Pension Liability 2010 2009
£'000 £'000

Fair value of employer's assets 231 157
Present value of scheme ltabilities (400} (233)
{169) (76)
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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Analysis of amount charged to the Income and Expenditure Account

2010 2009
£'000 £'000
Charged to operating costs:
Service cost 10 11
Past service cost 3 -
13 11
Charged to Other Finance Costs / {Income)
Expected Return on employer assets (1) (14)
Interest on pension scheme liabilities 17 16
6 2
Net Charge to the Income and Expenditure
Account 19 13
Actual Return on Plan Assets 61 {40)

Expected Return on Assels

The expected return on assets is based on the long-term fulure expected investment return for
each asset class as al the beginning of the period as follows:

Asset Class 2010 2009

% p.a. % p.a.
Equilies 7.8 7.0
Bonds 5.0 54
Property 58 4.9
Cash 4.8 4.0
Other Assumptions

Mortality Rates

Life expeclancy is based on the PFA92 and PMA92 lables, with mortality improvemenls
projected based on members' individual year of birth. Based on these assumplions, the average
future life expectancies at age 65 are summarised below:

Males Females

{Years) (Years)
Current Pensioners 20.6 23.9
Future Pensioners 226 25.0
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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Employer membership statistics

Actives
Deferreds

Pensioners

Falr Value of employer assets

Opening fair value of employer assets
Expected Return on Assels
Contributions by Members
Contributions by the Employer
Actuarial Gains / (Losses)

Closing fair value of employer assets

Fair value of scheme assets by category

Equities
Bonds
Property
Cash

Reconciliation of defined benefit obligations

Opening defined benefit obligation
Current Service Cost

Interest Cost

Contributions by members
Actuarial Losses/(Gains)

Past service costs

Estimated Benefits Paid

2010 2009
{Number) (Number)
2 2
2010 2009
£'000 £'000
157 184
11 14

3 4

10 10
50 (55)
231 157
2010 2009
£'000 £000
178 114
30 25
16 13

7 5
231 157
2010 2009
£'000 £'000
233 225
10 11
17 16

3 4
134 (23)
3 -
400 233
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NOTES TO THE FINANCIAL STATEMENTS ({Continued)
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Analysis of projected amount to be charged to the Income & Expenditure Account for the year

ended 31 March 2010

Projected current service cost

Interest on obligation

Expected return on plan assels

Past service costs

Losses / (Gain) on curtailments and settlements

£000 % of pay
18 31.3

23 39.7
(17 (29.3)
24 42

Contributions made by the Association for the year ended 31 March 2011 are eslimated to be

approximately £11,000.

Amounts for the current and previous accounting periods:

2010
£'000
Fair value of employer assets 231
Present value of defined benefit obligations (400)
(Deficit) / Surplus (169)
Experience {losses) f Gains on assets 50

Experience gains / (losses) on liabilities -

2009
£000
157
(233)
(76)
{55)

2008 2007
£000  £000
184 188
(225) (235)
(41) (47)
(30) -
(16) -

Actuarial {Loss) / Galn recognised in the Statement of Recognised Gains and Losses

2010
£'000
Actuarial {loss) / gain recognised in year (84)
Cumulative actuarial (losses) / gains (107)
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2009
£'000
(32)
(23)

2008
£'000
9
9
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