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Hjaltland Housing Association Limited
REPORT OF COMMITTEE OF MANAGEMENT
Year ended 31 March 2010

The Commiltee of Management presents its report and the audited financial statements for the year ended 31 March 2010.
Principal Activities

The principal activities of the Association are the provision of rented accommodation at affordable rents and the
development of low cost home ownership schemes.

Hjaltland is registered with the Financial Services Authority as a Friendly Association, The Office of the Scottish Charities
Regulator (OSCR) as a charity and the Scottish Housing Regutator as a Registered Social Landlord

‘The table below shows the property we own:

2010 2009
Managed Property Numbers
Tenanted Property 455 411
Managed on behalf of others 18 18
Shared Ownership Properties 59 - o4
Total 532 493

Financial Review

Hjaltland made a surplus of £292,054 during the year. The surplus was made by Hjaltland after investment in cyclical
painting and kitchen refurbishments for several properties,

The total expenditure on planned and cyclical maintenance inchuding major repairs amounted to £304,903. This compares
with £250,671 for similar expenditure in the previous year. This expenditure is written off in the year it is incurred and not

capilalised.
There was no Gift Aid from Hjaltland Trading Lid this yéar which compares with gift aid of nil in the previous year.

Taking these movements into account Hjalitand is in a strong financial position with £1.9m in Capital & Reserves of which
£1.6m is in Designated Reserves, Hjalttand continues to have a substantial major repair investment programme with further
replacement kitchens, heating improvements and re-harling due over the next few years. We have provided funds over the
next five years to meet our commitments under the Scottish Housing Quality Standards, Cash surpluses will continue to be
made, subject to our planned major repair programme over the next few years and to meet investment in properties at

Setiers Hill Estate.
Surplus for the year

The financial results of Hjaltland are as follows: -

2010 2009

£000 £000
Surplus for the year 292 133
Transfer to designated reserves — major repairs 38 100
Transfer (from)/to designated reserves - OSS - {67)
Transfer to designated reserves — capital contribution 216 -
Revenue Reserves 306 268
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Hjaltland Housing Association Limited
REPORT OF COMMITTEE OF MANAGEMENT
Year ended 31 March 2010

Business Review

Our Aims

Hjalttand aims to deliver a high quality housing service to communities throughout Sheiland and is committed to ensuring
remote communities remain viable through a culture of sustainability and continuous improvement.

Hjaltland aims to assist people in need, including those with special requirements, through a range of tenures and services.
We will provide good quality homes that offer value for money, and are affordable to households in communities throughout

Shetland.

Hjaltland is commiited to working in partnership with others for the good of the Shetland community,

The Association also has a whelly owned subsidiary, Hjaltland Trading Ltd, whose main objective is to carry on business as
a general commercial company, within the Shetland Isles.

Operational Review

Corporate Governgnce

Hjaltland has a Committee of Management who are elected by the members of the Association. (See below for details}. It is
the responsibility of the Committee to undertake the strategy, setting of policy and overall direction for the Association.
They also monitor the operational activities of the Association. The members of the Committee of Management are unpaid.

The Executive Team of Hialtland is responsible for achieving the strategy set, and undertaking the operational activities in
line with the policies set.

The goveming body is the Committee of Management, which is responsible to the wider membership. Commiitee of
Management Members serve in a voluntary capacity, and they recognise that this puts even more onus on them to ensure
that they set and achieve high standards of professionalism in the Association’s work. They take governance very seriously,
and regularly review governance arrangements to ensure that the Committee and Association are fit for purpose. The
internal auditors also review commiitee structure and governance as part of their remit.

Corporate Issues

The Hjaltland group continued to promote the provision of a One Stop Shop agency on behalf of Sheiland Island Council.
This service provides local residents with advice, support and limited access to grant finding for properly
repairs/improvements. At 31st March 2010 there were 3 staff employed to ensure the successful running of this service. A
revised service agreement was signed during the year.

During the year the Association continued to assist other organisations in community regeneration projects and it is
intended to expand this activity where possible. During the vear work continued on a multi-agency scheme, Focused
Futures, to promote the development of skills of those living in homeless accommodation.

Hjaltland is committed to coniinuing its program of Tenant Satisfaction Surveys conducted by carrying out a postal survey
of 100% of tenants bi-annually.

Hjaltland is committed to involving staff in decision making and policy making. It is intended to continue an informal
Office Bearers and Senior staft group which meets monthly.
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Hjaltland Housing Association Limited
REPORT OF COMMITTEE OF MANAGEMENT
Year ended 31 March 2010

Hjaltland Trading Ltd continued to carry out various commercial activities in the year to 3 Ist March 2010. We continue to
review various activities which will make Hjaltland Trading Ltd have a long term sustainable future to complement the

charitable activities of the Association.

Performance Management
Service delivery is underpinned by staff performance, This continues to be a high priority for us and we help and encourage

our staff to achieve appropriate Vocational Qualifications.

Best use of resources
We regularly conduct risk assessments, and take any action necessary to reduce or limit risk. We have a programme of

major investment in our housing stock, which is by far our most costly asset, which includes carrying out inajor repairs. We
have updated our stock condition information to ensure that our long-term financial planning reflects our future investment

requirements.

Services
We aim to deliver high quality services, and we set ourselves the goal of achieving continuous improvement in what we do.
In our housing stock, we moved ahead with some major repairs that had become necessary, and brought new schemes into

management.

We continued to deliver adaptations to existing properties to meet specific needs of our tenants.

Development Issues

The year just completed has continued to be busy as Hijaltland progressed a number of projects that had received
development funding from the Scottish Government. Significant staff resources lrave been applied to progressing current &
future development opportunities this year. We have spent £6,593,000 (2009 - £6,120,000) during the year. Of this
spending £4,515,000 (2009 — £3,348,000) is fanded by Housing Association Grant received from the Scottish Government,
Subject to grant funding farther stock growth through completion of new housing will consotidate the Association’s asset
base at around 597 by 2011 and 611 by 2012.

Partnership working with the Sheiland Islands Council has continued currently with management of the construction of a
new children’s home,

The Scottish Government’s drive for greater delivery effictencies has engendered an increased requirement for the private
finance element of project funding. This in tum has implications for the annual number of units that can be produced while
maintaining sufficient reserves in the medium term.  Also in consequence the Association has created a reserve fo
underline the investment being made directly by the Association.

Housing Issues

Hjaltland continues to work on reducing the period of time taken to re-let or let new propertics to ensure that we maximize
our effectiveness in housing people in need and reduce our costs. The rent loss due to empty properties was held down to
£1,017 - by using a Choice Based Lettings systemn the average time taken to re-let a property is under 3 days.  Net tenant
arrears increased during the year to 3.6%, (previous year 3.3%), however efforts continue fo be made to bring the level

down.

During the year the allocation policy was reviewed to ensure that it continutes to meet best practice and legal requirements.
Following consultation with tenants and other bodies the amended policy was introduced with effect from | April 2010.
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Hjaltland Housing Association Limited
REPORT OF COMMITTEE OF MANAGEMENT
Year ended 31 March 2010

Property Maintenance

According to our latest bi-annual Tenant Satisfaction Survey levels of satisfaction with regard to property maintenance
remain high. 96% of repairs were completed on time compared to 96% last year.

Support Services Issties

Where Care Commission recommendations have been made these continue to be implemented, The Shetland Islands
Counci! continued to provide funding during the year.

Finance and IT Issues

During the year additional private finance arrangements were ncgotiated with the Royal Bank of Scotland and the Bank of
Scotland. TIn addition a bridging facility continued with the Shetland Islands Council to provide temporary funding in
advance of approved Housing Association Grant.

Training and implementation continued on a new financial forecasting system. Revised software was also introduced in
connection with the energy performance of housing stock.

Other Areas

Risk Events and Risk Management Policy

The Association re-visits its Business Continuity Plan annually and makes amendments capitalising on any lessons learmed
during the course of the year. The Commiltee has coniinued to operate a formal risk management process to assess business
risks and implement risk management strategies. This involves identifying the types of risks the Association faces,
prioritising them in terms of potential impact and likelihood of occurrence, and identifying means of mitigating the risks.
As part of this process the Committec have reviewed the adequacy of the Association’s current internal controls and this
continues to be kept under review.

Following changes to the grant regime within which the Association operates additional precedures were implemented with
a view to ensuring that financial covenants are kept under close review.

Credit Payment Policy

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

Rental Income

The Association’s Rent Policy is a points formula system based on the size, type and Facilities of the accommodation. The
policy ensures that the rent structure is easy to administer and covers the wide variations within the Association’s properties.
The point’s value is reviewed annually to ensure that the rents cover the required costs. During the year this was reviewed
and amended. ‘This policy follows the generally accepted practice/principles of the Housing Movement,

Maintenance Policies

Hijaltland secks to maintain its properties to the highest standard. To this end, programmes of cyclical repairs are carried out
in the medium term to deal with the gradual and predictable deterioration of building components. It is expected that the
cost of all these repairs will be charged to the Income and Expenditure Account.

TR

T T TS T T TR




Ab i

i

I 1M

Ll

loi)

Hjaltland Housing Association Limited
REPORT OF COMMITTEE OF MANAGEMENT
Yecar ended 31 March 2010

In addition, Hjaltland has a long term programme of major repairs to cover work which has become necessary since the
original development was completed, including works required for subsequent legislative changes, This includes
replacement or repairs to features of the properties, which have come to the end of their economic lives. The costs of these
repairs will be charged to the Income and Expenditure Account, unless it was agreed they could be capitalised within the
terms outlined in the Statement of Recommended Practice for Registered Social Landlords.

Budgetary Process

Each year the Committee of Management approves the annual budget and rolling five-year strategic plan. Key risk areas are
ideniifted, Performance is monitored and relevant action taken throughout the year through quarterly reporting to the
Comunitiee of Management of variances from the budget, vpdated forecasts for the year together with information on the
key risk areas. Approval procedures are in place in respect of major areas of risk such as major contract tenders, expenditure

and treasury management,

Treasury Manapgement

Hjaltland has an active treasury management function, which operates in accordance with the Treasury Policy approved by
the Committee of Management. In this way Hjaltland manages its borrowing arrangements to ensure that it is always in a
position to meet its financial obligations as they fall due, whilst minimising excess cash and liquid resources held. At 31
March 2010 Hjalttand had £3,100,000 in toan facilities agreed but not yet drawn down,

Hjaltland as a matter of policy does not enter into transactions of a speculative nature. At 31 March 2010, Hjaltland has a

mix of fixed and variable rate finance, which it considers appropriate at this time. During the year the proportion of fixed
rates to variable continued to be reviewed to take advantage of the low interest rates prevailing.

Quality and Integrity of Personnel

The integrity and competence of personnel are ensured through high recruitment standards and subsequent training courses.
High quality personnel are seen as an esseniial part of the conérol environment and the ethical standards expected are

communicated through the Chief Execulive.

General Reserves Policy

The Committee members have reviewed the reserves of Hjaltland. This review encompassed the nature of the income and
expenditure streams, the need to match variable income with fixed commitments and the nature of the reserves.

The Association has designated funds; the purpose of these funds is defailed in note [ in the financial statements.

Sales of housing properties

First tranche Shared Ownership disposals are credited to turnover on completion, the cost of construction of these sales is
taken to operating costs. Disposals of subsequent tranches are treated as fixed asset disposals with the gain or loss on
disposal shown in the income and expenditure account, in accordance with the Statement of Recommended Practice.
Disposals under shared equity schemes are accounted for in the income and expenditure account.

Employee Involvement and Health and Safety

Hjaltland takes seriously ifs responsibilities to employees and as a policy, provides employees with information on matters of
concern to them. 1t is also the policy of the Association to consult where practical, employees or their representatives so that
their views may be taken into account in making decisions likely to affect their interests.
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Hjaltland Housing Association Limited
REPORT OF COMMITTEE OF MANAGEMENT
Year ended 31 March 2010

Disabled Employees

Applications for employment by disabled persons are given full and fair consideration for all vacancies in accordance with
their particular aptitudes and abilitics. In the event of employees becoming disabled, every effort is made to retrain them in
order that their employment with the Association may continue.

It is the policy of the Association that training, career development and promotion opportunities should be available (o all
employees.
/

Committee and officers’ Insurance

Hjaltland has purchased and maintains insurance o cover its Committee and officers against liabilities in relation to their
duties on behalf of Hjaltland, as authorised by the Association’s rules.

Future developments

The Association will continue with its policy of improving the quality of housing and housing services within its area of
activity working with its existing and new partners.

Committee of Management

The Committee of Management of Hjalttand during the year to 31 March 2010 was as follows:

J Goddard Chair Person 1
R Hunter Vice-Chair Person i
L Rosie Vice-Chair Person

S Duncan Treasurer 1
I Dally

J Handley

F Dunbar Appointed 20/08/2009
W Henderson

J Henry
A Tallack Appointed 20/03/2009

(G Jacobson
G Miichell
R Tulloch

T Stove
L Wheeler Appointed 20/08/2009

[—
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Sub-committee membership 1 Finance Commilttee

Each member of the Committee of Management holds one flly paid share of £1 in Hjaltland. The executive officers of
Hjaltland hold no interest in the share capital and although not having the legal status of “director” they act as executives

within the authority delegated by the Committee.
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Hjaltland Housing Association Limited
REPORT OF COMMITTEE OF MANAGEMENT
Year ended 31 March 2010

Auditors

The directors who were in office on the date of approval of these financial statements have confirmed, as far as they are
aware, that there is no relevant audit information of which the auditors are unaware. Each of the directors have confirmed
that they have taken all the steps that they ought to have taken as directors in order to make themselves aware of any
relevant audit information and to establish that it has been communicated to the auditor.

Baker Tilly have agreed to offer themselves for re-appointment as auditors of Hjaltland.
On behalf of the Committee of Manageinent

Mr R Sandison
Secretary

2 Harbour Street
Lerwick
Shetland

19 August 2010
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Hjaltland Housing Association Limited
STATEMENT OF COMMITTEE OF MANAGEMENT’S RESPONSIBILITIES

Statute requires the Management Commiftee fo 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 statements, the Management Committee are required to:

a. select suitable accounting policies and then apply them consistently;
b. make judgements and estimates that are reasonable and prudent;

¢. prepare the financial statements on the going concern basis unless if is inappropriate to presume that the Association
will continue in business.

The Management Committee are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Association and to enable them to ensure that the financial statements
comply with the requirements of the Industrial and Provident Societies 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 steps for the prevention and detection of fraud

and other irregularitics,
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Hjaltland Housing Association Limited
COMMITTEE OF MANAGEMENT’S STATEMENT OF INTERNAL FINANCIAL CONTROL

The Committee of Management acknowledge their ultimate responsibility for ensuring that the Association has in place a
system of controls that is appropriate to the various business environments in which it operates. These conirols 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; and
the safeguarding of assets (against unauthorised use or disposition)

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

formal policies and procedures are in place, including the documentation of key systems and rules relating to the
delegation of authorities, which allow the monitoring of controls and restrict the unauthorised use of the

Association’s assels.

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

forecasts and budgets are prepared regularly which allow the Committee of Management and stafl to monitor the
key business risks and financial objectives, and progress towards financial plans set for the year and the medium
term; regular management accounts are prepared promptly, providing relevant, reliable and up-to-date financial and
other information and significant variances from budgets are investigated as appropriate.

all significant new initiatives, major commitments and investment projects are subject to formal authorisation
procedures, through relevant sub-committees comprising Committee of Management members and others.

the Committee of Management reviews reports from management, from directors, staff and from the external and
internal auditors to provide reasonable assurance that control procedures are in place and are being followed. This
includes a general review of the major risks facing the Association.

formal procedures have been established for instituting appropriate action to correct any weaknesses identified from
the above reporis.

The Committee of Management have reviewed the effectiveness of the system of internal financial control in existence in
the Association for the year ended 31 March 2010 and until the below date. No weaknesses were found in internal controls
which resuited in material losses, contingencies, or uncertainties which would require disclosure in the financial statements
or in the auditors’ report on the financial statements.

On behalf of the Committee of Management

RtV

Dr J Goddard
Chair
19 August 2010
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Hjaltland Housing Association Limited
REPORT BY THE AUDITORS ON CORPORATE GOVERNANCE MATTERS

CORPORATE GOVERNANCE

In addition to our audit of the financial statements, we have reviewed the Committee of Management’s statement on page
10 concerning the Association’s compliance with the information required by the section on Internal Financial Control
within the SFHA’s publication “Raising Standards in Housing”.

BASIS OF CPINION

We carried out our review having regard to the Bulletin 2006/05 issued by the Auditing Practices Board. The Bulletin does
not require us to review the effectiveness of the Association’s procedures for ensuring compliance with the guidance notes,
nor to investigate the appropriateness of the reasons given for non compliance.

OPINION

In our opinion the statement on internal financial control on page 10 has provided the disclosures required by the section on
Internal Financial Control within SFHA’s publication “Raising Standards in Houwsing” and is consistent with the
information which came to our attention as a result of our audit work on the financial statemens.

ey

Baker Tilly UK Audit LLP
Registered Auditors
Chartered Accountants

Lerwick

Date: L[4 | 2010
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Hjaltland Housing Association Limited
INDEPENDENT AUDITORS' REPORT TO THE BOARD OF HIALTLAND HOUSING ASSOCIATION LIMITED

We have audited the financial statements on pages 14 to 39 which have been prepared under the accounting policies set out
on pages 17 to 20.

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 audit work has been undertaken so that we might state to the
Association’s members those matters we are required to state to them in an auditor’s report and for no other
purpose. To the fullest extent permitted by law, we do not accept 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 opinion we have formed.

RESPECTIVE RESPONSIBILITIES OF THE COMMITTEE OF MANAGEMENT AND AUDITORS

The Management Committee’s responsibilities for preparing the Annual Report and the financial statements in
accordance with applicable law and United Kingdom Accounting Standards (United Kingdom Gencrally Accepted
Accouniing Practice) are set out in the Statement of Management Comnittee’s Responsibilities.

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 Provideni Socicties Acts 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 not 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 audit, or if information specified by law regarding director’s retnuneration and transactions with the

Association is not disclosed.

We read the Management Committee's Report and consider the implications for our report if we become aware of
any apparent misstatements or material inconsistencies with the financial statemenis. Our responsibilities do not

extend to any other information.

BASIS OF OPINION

We conducted our audit in accordance with International Standards on Auditing (UK and JIreland) 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 judgements made by the Committec of
Management in the preparation of the financial statements, and of whether the accounting policies are appropriate to 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 statemenis are free from ma terial
misstatement, whether caused by fraud or other irregularity or error. In confirming our opinion we also evaluated the
overall adequacy of the presentation of information in the financial statements.

GROUP ACCOUNTS SECTION 14 (2) OF THE FRIENDLY AND PROVIDENT SOCIETIES ACT 1968

We agree with the opinion of the Committee of Management of the Association that it would be of no real value to the
members of the Association to consolidate or include the accounts of the Association’s subsidiary, in the group accounts
required to be prepared under Section 13 of the Friendly and Industrial and Provident Societies Act 1968 for the year ended
31 March 2010, because the business of the Association and that of the subsidiary are so different they cannot be treated as

a single undertaking.

42
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Hjaltland Housing Association Limited
INDEPENDENT AUDITORS' REPORT TO THE BOARD OF HIALTLAND HOUSING ASSOCIATION LIMITED

OPINION
In our opinion the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted

Accounting Practice, of the slate of the Association's affairs at 31 March 2010 and of its surplus for the year then ended and
have been properly prepared in accordance with the Industrial and Provident Socicties Act 1965 to 2002, the Housing
(Scotland) Act 2001, and the Registered Social Landlords Accounting Requirements (Scotland) Order 2007.

A L hsw

Baker Tilly UK Audit LLP
Registered Auditors
Chartered Accountants

St Olaf’s Hall

Church Road

Lerwick

ZE1 OFD

Date: 2.4, "&“D
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Hjaltland Housing Association Limited

INCOME AND EXPENDITURE ACCOUNT
for the year ended 31 March 2010

Notes
TURNOVER 2
Less: Operating costs 2
OPERATING SURPLUS
Gain on sale of fixed assets
Interest receivable and other income
Interest payable and other charges 6
SURPLUS ON ORDINARY ACTIVITIES
BEFORE TAXATION
Taxation on surplus on ordinary activities 7
SURPLUS FOR THE YEAR 15

There are no recognised gains and losses other than the surplus for the year shown above.

The surplus for the year arises from the Association’s continuing operations.

2010
£

1,949,005

(1,492,959)

456,046

66,652
753
(231,397)

292,054

292,054

2009
£

3,076,009

(2,701,610)

374,399

26,998
28,026
(296,877)

132,546

132,546

14
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Hjaltland Housing Association Limited

BALANCE SHEET
ai 31 March 2010
Nofe 2010 2009
£ £ £ £
TANGIBLE FIXED ASSETS
Housing properties
- gross cost less depreciation 8 47,116,555 40,841,649
Less: HAG 8 (35,421,604) (31,095,150)
Other grants 8 (1,605,410) (1,464,093)
10,089,541 8,282 406
Other assets 8 330,888 318,732
10,420,429 8,601,138
CURRENT ASSETS
Stock 9 60,980 -
Debtors 10 481,100 652,289
Cash at bank and in hand 1,191,660 598,730
1,733,740 1,251,019
CREDITORS:; amounts falling
due within one year 11 (1,215,182) (1,190,198)
NET CURRENT ASSETS 518,558 60,821
TOTAL ASSETS LESS CURRENT LIABILITIES 10,938,987 2,661,959
CREDITORS: amounts falling
due afler more than one year 12 (9,024,486) (7,039,509)
NET ASSETS 1,914,501 1,622,450
CAPITAL AND RESERVES
Share capital 13 84 87
Designated reserves 14 1,608,763 1,354,798
Revenue reserves 15 305,654 267,565
SHAREHOLDERS’ FUNDS 16 1,622,450

1,914,501

The financial statements were approved and authorised for issue by the Committee of Management on

19 August 2010
AIAzeLen, @Mf‘-w : Treasurer
Mrs S Duncan
- ?\‘ Q,_/L ; Secretary
Qj&ov Mr R Sandison

Sk

: Chair
Dr J Goddard

15
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Hjaltland Housing Association Limited

CASH FLOW STATEMENT
for the year ended 31 March 2010

NET CASH INFLOW FROM
OPERATING ACTIVITIES

RETURNS ON INVESTMENTS AND
SERVICING OF FINANCE

Interest received
Interest paid

Net cash outflow from returns on
investments and servicing of finance

TAXATION

Corporation tax received
Grants received

Net cash inflow from taxation

753
(261,887)

CAPITAI EXPENDITURE AND FINANCIAL INVESTMENT

Payments for acquisition and construction

of housing properties

Payments to acquire other fixed assets
Capital grants received

Other grants received

Capital grants repaid

Receipts from sale of housing properties
Receipts from sale of other fixed assets

Net cash outflow from capital
expenditure

Net outflow before use of
liquid resources and financing

FINANCING

Loan advances received

Loan principal repayments

Bridging loan repayment

Shares issued

Net cash inflow from financing
INCREASE/(DECREASE) IN CASH
AND CASH EQUIVALENTS

Further details are given in note 17

(6,321,752)

(43,335)
4,673,297
144,010
(188,715)
299,657
4,740

2,200,000
(187,662)
(390,664)

2010

417,944

(261,134)

(1,432,098)

(1,275,288)

1,621,674

346,386

28,043
(401,260)

(6,537,735}

(13,654)
3,560,456
82,821

(76,677)
298,998

1,649,941
(114,559)

3

2009
£

1,479,700

(373,217)

(2,685,791)

(1,579,308)

1,535,385

(43,923)

16
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS
31 March 2010

1

ACCOUNTING POLICIES

(1) INTRODUCTION AND ACCOUNTING BASIS

()

(©

(d

(e

The principal accounting policies of the Association are set ont in the paragraphs (b) to (s) below. These
financial statements are prepared under the historical cost convention and are based on the Registered Social
Landlords Accounting Requirements (Scotland) Order 2007, the Statement of Recommended Practice
“Accounting by Registered Social Landlords™ 2009 and applicable accounting standards.

Hijalttand Housing Association and its subsidiary (Hjaltland Trading Limited) comprise a group. The
Association has obtained exemption from the Financial Services Authority from producing Consolidated
Financial Statements as provided by Section 14(2A) of the Friendly and Industrial and Provident Societies Act
1968. The financial statements reflect only the transactions of Hjaltland Housing Association Limited and not of

the group.
FINANCE

The financial statements have been prepared on the basis that the capital expenditure referred to in note 8 will be
grant aided, funded by loans, met out of reserves, or from proceeds of sales.

MORTGAGES

Mortgage loans are advanced by private lenders or Scottish Homes under the terms of the individual mortgage
deeds in respect of each property or housing scheme. Advances are available only in respect of those
developments which have been given approval for Housing Association Grant.

GRANTS
(i) Development Grants

Housing Association Grants (HAG) are utilised to reduce the amount of mortgage lean in respect of an
approved scheme to the amount which it is estimated can be serviced by the net annual income of the
scheme. The amount of HAG is calculated on the qualifying cost (note 1(f)) of the scheme in accordance
with instructions issued from time to time by the grant awarding body.

Other grants in respect of approved schemes are treated similarly to HAG. HAG and other grants
are repayable under certain circumstances. These include the disposal of the properties to which
the grants relate.

(ii}  Revenue Grants
Grants of a revenue nature are credited to income in the year to which they relate.

HOUSING ASSOCTATION GRANTS — ACQUISITION AND DEVELOPMENT ALLOWANCES
RECEIVABLE

Acquisition and Devetopment Allowances are advanced as grants. They are intended to finance certain internal
administrative costs refating to the acquisition and development of housing land and buildings for approved
schemes. Devclopment allowances become available in instalments according o the progress of work on the
scheme, These allowances are credited to development costs when they are receivable.
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS
{(continued)
31 March 2010

I

®

(2)

ACCOUNTING POLICIES
FIXED ASSETS — HOUSING LAND AND BUILDINGS (note 8}

Propertics included in housing properties are stated at cost. The cost of such properties includes the following:

1 cost of acquiring land and buildings
(i) devclopment expenditure including applicable overheads
(iii)  interest charged on the loans raised to finance the scheme

These costs are either termed “qualifying costs” for approved HAG schemes and are considered for mortgage
Joans by the relevant lending authorities or they are met out of the Association’s reserves.

All invoices and architects’ certificates relating to capital expenditure incurred in the year at gross value before
retentions are included in the financial statements for the year, provided that the dates of issue or valuations are

prior to the year end.

Development costs are capitalised to the extent that they are attributable to specific schemes, where such costs
are not felt to be excessive. Ifexpenditure does not qualify for HAG, it is nevertheless capitalised.

Improvements are capitalised where these result in an enhancement of the economic benefits of the property.
Such enhancement can occur if the improvements result in:

- an increase in renfal incoms; or
- a material reduction in future maintenance costs; or
- a significant extension of the life of the property

Works to existing properties which fail o meet the above criteria are charged to the income and expenditure
account.

Expenditure on schemes which are subsequently aborted is written off in the year in which it is recognised that
the scheme will not be developed to completion.

Interest on the loan financing the development is capitalised up to the relevant date of HAG payment.
DEPRECIATION

()  HOUSING PROPERTIES

The cost of the Association’s housing properties for all types of housing properties are written off evenly
over their remaining useful economic life. The depreciable amount is historic cost less grant less
residual value. The residual valuation of housing properties is estimated by reference to the SFHA
valuation matrix relating to Inveress. The useful economic life for the dwellings is assumed to be 100
years. No depreciation is charged on the cost of land.

Reviews for impairment of housing properties are carried out on an annual basis and any impairment is
recognised by a charge to the income and expenditure account. Impairment is recognised where the
carrying value of properties exceeds the higher of its net residual value or its value in use.
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS
(continued)
31 March 2010

1  ACCOUNTING POLICIES

(8

(h)

)

(k)

M

(m}

(m)

DEPRECIATION (continued)
(i)  Other fixed assets
Association’s assets

The Association’s assets are written off evenly over their expected useful lives as follows:

Office premises - between 5 and 60 years
Furniture & equipment - between 3 and 5 years

A full year’s depreciation is charged on these assets in the year of purchase, but no charge is made in the
year of disposal.

DESIGNATED RESERVES - FOR FUTURE CYCLICAL REPAIRS AND MAINTENANCE (note 14)

Accrued cyclical maintenance, being the Association’s commitment to maintain its properties in accordance
with planned programme of works, is set aside in a designated reserve, to the extent that it will not be met from
revenue in the year in which it is incurred.

DESIGNATED RESERVE — FOR MAJOR REPAIRS (note 14)

Accrued major repairs expenditure, being the Association’s commitment to undertake major repairs to its
properties is set aside in the designated reserve to the extent that it is not met from HAG.

DESIGNATED RESERVE ~ONE STOP SHOP (note 14)

Surpluses generated from the activitics of the One Stop Shop are set aside in a designated reserve to be used for
the future funding of this activiry.

DESIGNATED RESERVE — CAPITAL CONTRIBUTIONS

Accrued development expenditure, being the Association’s commitment to develop new properties is set aside in
the designated reserve to the extent that it is not met from HAG.

APPORTIONMENT OF MANAGEMENT EXPENSES

Direct employee administration and operating costs have been apportioned to the income and expenditure
account on the basis of costs of the siaff to the extent that they are directly engaged in each of the operations
dealt with in those accounts.

LEASE OBLIGATIONS
Rentals paid under operating leases are charged to the income and expenditure account on the accruals basis.
VALUE ADDED TAX

The Association is VAT registered. However, a large proportion of the income, namely rents, is exempt for
VAT purposes and therefore gives rise to a partial exemption calculation. Expenditure as a result is shown

inclusive of VAT.
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Hjaltland Housing Association Limited
NOTES TO THE FINANCIAL STATEMENTS

(continued)
31 March 2010

1

ACCOUNTING POLICIES

(0)

®)

@

)

(s

PENSIONS

The Association participates in the centralised SFHA Defined Benefit Pension Schetne and retirement benefits
to employees of the Association are finded by contributions from all participating 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 Associations taken as a whole.

The expected cost to the Association of pensions is charged io the Income and Expenditure Account so as o
spread the cost of pensions over the service lives of the employees in the scheme taken as a whole.

WORK IN PROGRESS

Work in progress is valued on the basis of direct costs plus attributable overheads based on normal level of
activity.

TURNOVER

Turnover represents rental, service and management charges from properties, agency fees, revenue based grants
receivable from Scottish Ministers and first tranche sales of shared equity and shared ownership properties.

SALE OF HOUSING PROPERTIES

First tranche Shared Ownership disposals are credited to turnover on completion, the cost of construction of
these sales is taken to operating costs. Disposals of subsequent tranches are treated as fixed asset disposals with
the gain or loss on disposal shown in the income and expenditure account, in accordance with the Staterent of
Recommended Practice.  Disposals under shared equity schemes are accounted for in the income and
expenditure account, The remaining equity in the property is treated as a fixed asset investment, which is
matched with the grant received.

PROPERTY DEVELOPMENT COST
The proportion of the development cost of shared ownership propertics expecied to be disposed as a first tranche
sale is held in current assets until it is disposed of. The remaining part of the development cost is treated as a

fixed asset. Surpluses made on the disposal of first tranche sales are taken to the income and expenditure
account in accordance with Statement of Recommended Practice.

Property developments that are intended for resale are included in current assets until disposal.
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Hjaltland Housing Association Limited
NOTES TO THE FINANCIAL STATEMENTS

(continued)
31 March 2010

2

PARTICULARS OF TURNOVER, COST OF SALES, OPERATING COSTS AND OPERATING SURPLUS

Operating

Operating Surplus/
Turnover Costs (Deficir) 2009
£ £ £ £
Social lettings 1,666,087 1,117,711 548,376 379,195

Other activities 282,018 375,248 (92,330) (4,796)

Total 1,949,005 1,492,959 456,046 374,399
Total for previous period of account 3,076,009 2,701,610 374,399 235,690
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS

{continued)
31 March 2010

3 PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS OR DEFICIT FROM

SOCIAL LETTING ACTIVITIES

Income from Lettings
Rent receivable net of service charges
Service charges receivable

Gross income from rents and service charges
Less: Rent losses from voids

Net income from renis and service charges

Grants from the Scottish ministers

Other revenue grants

Total turnover from social letting activities

Expenditure on letting activities
Management and maintenance admin costs
Service costs

Planned and cyclical maintenance
including major repairs costs

Reactive maintenance costs

Bad debts — rents and service charges
Depreciation of social housing

Operating costs for social letting activities

Operating surplus on social letting activities

Operating surplus on social letting for
previous period of account

General
Needs
Housing
£

1,380,178
36,964

1,417,142
(1,017)

1,416,125

1,416,125

502,917
30,482

296,732
109,519
9,392
65,113

1,014,655

401,470

Supported Shared
~ Housing Ownership 2010 2009
Accommodation  Honsing Total Total
£ £ £ £
110,280 127,727 1,618,185 1,360,498
6,279 5,676 48,919 41,446
116,559 133,403 1,667,104 1,401,944
- - (1,017) (771)
116,559 133,403 1,666,087 1,401,173
116,559 133,403 1,666,087 1,401,173
23,917 41,623 568,457 553,709
4,471 4,924 39,877 37,950
8,171 - 304,903 250,671
8,042 - 117,561 109,912
- - 9,892 14,740
4,049 7,859 77,021 54,996
48,650 54,406 1,117,711 1,021,978
67,909 78,997 548,376 379,195
(7,695) 63,088 379,195

The amount of service charges receivable on housing accommodation not eligible for housing benefit was £3,766

(2009: £3,567).
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Hjaltland Housing Association Limited
NOTES TO THE FINANCIAL STATEMENTS

(continued)

31 March 2010

——

L1l

OPERATING SURPLUS

Operating surplus is stated after charging:
Auditors remuneration

Remuneration of the auditors, including
expenses and excluding VAT for the year

Remuneration of the auditors in respect
of services other than those of auditors

Depreciation of fixed assets
- Owned assets (see note 8)

DIRECTORS AND EMPLOYEES

STAFF COSTS INCLUDING DIRECTORS EMOLUMENTS

Wages and salaries
Social security costs
Other pension costs

The average fuli time equivalent number of
persons employed by the Association during
the year were as follows

Adminjstration & maintenance

The average number of persons employed
by the Association during the year were as follows

2010 2009

£ £

7,950 6,995
1,622 714
9,572 7,709
108,494 36,616
2010 2009

E £
566,280 539,292
38,298 35,444
83,743 78,742
688,321 653,478
Number Number
18 18

21 21
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Hjaltland Housing Association Limited
NOTES TO THE FINANCIAL STATEMENTS

(continued)
31 March 2010
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DIRECTORS' EMOLUMENTS

The Directors are defined as the members of the Management Committee, the Directors and any other person
reporting directly to the Directors or the Management Committee whose total emoluments exceed £60,000 per year.
No member of the Committee of Management received any emoluments in respect of their services lo the Association.

£ £
Aggregate Emoluments payable to officers and former
officers whose total emolument are £60,000 or more, excluding
pension contributions 0 0
Emoluments payable fo the Chief Executive
(excluding pension contributions) 52,379 49,701

The Association’s pension contributions for the Chief Executive amounted to £7,891 (2009; £6,798).

Pension contributions payable to officers whose total
Ermoluments (excluding pension contributions) are £60,000 or more

PENSION COSTS

Hijaltland Housing Association participates in the SFHA Pension Scheme (“the Scheme”). The Scheme is
funded and is contracted-out of the State Pension Scheme.

Tt is not possible in the normal course of events to identify the share of underlying assets and liabilities belonging to an
individual participating employer as the Scheme is a muiti-employer arrangement where the 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, duc to the nawre of the Scheme, the accounting charge for the period under FRS17 represents the

employer coniribution payable.

The Trustee commissions an actuarial valuation of the Scheme every three 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 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 at the valuation date was £268
million. The valuation revealed a shortfall of assets compared with the value of liabilities of £54 million, equivalent to

a past service funding level of 83.4%.

The Scheme Actuary has prepared an Actuarial Report that provides an approximate update on the funding position
of the Scheme as at 30 September 2008. Such a report is required by legislation for years in which a full actuarial
valuation is not carried out. The funding wpdate revealed a decrease in the assets of the Scheme to £265 million and
indicated an increase in the shortfall of assets compared to liabilities to approximately £149 million, equivalent to a
past service funding level of 63.9%.
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS
(continued)
31 March 2010

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

Hjaltland Housing Association Limited 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 Hjaltland Housing Association Limited was £1,711,606.

GROWTH PLAN

Hjaltland Housing Association Limited participates in the Pensions Trust’s Growth Plan. The Plan is funded
and is not contracted out of the state scheme. The Growth Plan is a multi-employer pension Plan.

Contributions paid into the Growth Plan up to and including September 2001 were converted to defined
amounts of pension payable from Normal Retirement Date. From October 2001 contributions were invested in
personal funds which have a capital guarantee and which are converted to pension on retirement, either within
the Growth Plan or by the purchase of an annuity.

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 Plan assessed on a prudent basis, Bonuses / investment credits are not guaranteed
and are declared at the discretion of the Plan’s Trustee.

The rules of the Growth Plan give the Trustee the power to require employers to pay additional contributions in
order to 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 meet its past service liabilities, known as
Technical Provisions.

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

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

The rules of the Growth Plan state that the proportion of obligatory contributions to be borne by the Member
and the Member’s Employer shall be determined by agreement between them. Such agreement shall require the
Employer to pay part of such contributions and may provide that the Employer shall pay the whole of them.
Hjaltland Housing Association Limited pay no obligatory contributions to the growth plan but employees pay
additional voluntary coniributions.

As at the balance sheet date there were 1 (2009 -1) active members of the Plan employed by Hialtland Housing
Association. Hjaltland Housing Association continues to offer membership of the Plan to its employees.

It is not possible in the normal coursc of events to identify the share of underlying assets and liabilities
belonging to individual participating employers. Accordingly, due to the nature of the Plan, the accounting
charge for the period under FRS17 represents the employer contribution payable.
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The valuation resuits at 30 September 2008 have now been completed and will be formalised shortly. The
valuation of the Scheme was performed by a professionally qualified actuary using the Projected Unit Method.
The market value of the Scheme’s assets at the valuation date was £742 million and the 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%.

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

%Y%pa
-Investment refurn pre retirement 7.6
-Investment return post refirement
Actives/Deferreds 5.1
Pensioners 5.6
-Bonuses on accrued benefits 0.0
-Rate of price inflation 3.2

In determining the investment refurn assumptions the Trustee considered advice from the Scheme Actuary
relating to the probability of achieving particular levels of investment return. The Trustee has incorporated an
element of prudence into pre and post retirement investment 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.

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 assumptions used to calculate the
Plan liabilities the Trustee has prepared a recovery plan on the basis that no additional contributions from the
participating employers are required at this point in time. In reaching this decision the Trustee has taken
actuarial advice and has been advised that the shortfall of £29 million (as at 30 September 2008) will be
cleared within 10 years if the investment returns from assets 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 retirement and 5.1% per annum post retirement {(aciives and deferreds)
and 5.6% per annum post retirement (pensioners}.

A copy of the recovery plan must be sent to the Pension Regulator. The Regulator has the power under 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 require that 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 (he terms
of the recovery plan). A copy of the recovery plan in respeet of September 2008 valuation will be forwarded to
the Pensions Regulator in due course.

The next full actuarial valuation will be carried out as at 30 September 2011,

Following a change in legislation in Septeinber 2005 there is a potential debt on the employer that could be
levied by the Trustee of the Plan. The Trustee’s current policy is that it only applies to employers with pre
October 2001 liabilities in the Plan. The debt is due in the event of the employer ceasing to participate in the
Plan or the Plan winding up.
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Hjaltland Housing Association Limited
NOTES TO THE FINANCIAL STATEMENTS

{continued)
31 March 2010
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The debt for the Plan as a whole is calculated by comparing the liabilities for the Plan {calculated on a buyout
basis i.e. the cost of security benefits by purchasing annuity policies from an insurer, plus an allowance for
expenses) with the assets of the Plan, If the liabilities exceed assets there is a buy-cut debt.

The leaving employer’s share of the buy-out debt is the proportion of the Plan’s pre October 2001 liability
attributable to employment with the leaving employer compared to the total amount of the Plan’s 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’ liabilitics in respect of previously participating
employers. The amount of the debt therefore depends on many factors including total Plan liabilities, Plan
investment performance the liabilities in respect of current and former cmployees 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. Hjaltland Housing Association Limited has been nolified by the Pensions Trust
of the estimated employer debt on withdrawal from the Plan based on the financial position of the Plan as at 30
September 2009. As of this date the estimated employer debt for Hjaltland Housing Association was £7,690.

INTEREST PAYABLE 2010 2009
£ £

Bank loans and overdrafts 265,461 352,050

Less: Interest capitalised (note 8) (34,004) (56,159)

231,397 295,891
Housing and Regeneration Directorate (formerly Communities Scotland) loans - 986

231,397 296,877

TAXATION

The Association achieved charitable status on 10 July 2001 and so is no longer liable for Corporation Tax after that
date on its exempt activities,
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Hjaltland Housing Association Limited
NOTES TO THE FINANCIAL STATEMENTS

(continued)
31 March 2010

8  TANGIBLE FIXED ASSETS

a) Housing properties

COST

At ] April 2009
Additions during year
Transfers

Disposals in year

At 31 March 2010
DEPRECIATION
At 1 April 2009

Charge for year
Disposals in year

At 31 March 2010

HOUSING ASSOCIATION GRANT

At | April 2009

Additions during year
Transfers
Disposals in year

At 31 March 2010

OTHER GRANTS

At 1 April 2009
Additions during year
Transfers

Disposals in year

At 31 March 2010

NET BOOK VALUE
At 31 March 2010

At 31 March 2009

Land included under housing properties is all frechold.

Housing Housing Shared
properties  properties  ownership
held for under  properties
letting construction  completed
£ £ £
28,027,851 9,109,276 3,420,360
228,344 6,293,613 36,286
8,537,317 (8,537,317) 536,763
- (7,914)  (235,962)
36,793,512 6,857,658 3,757,447
277,691 - 37,387
69,456 - 7,859
- - (3,439)
347,147 - 41,807
20,689,408 7,685,974 2,405,946
87,838 4,274,837 63,154
5,903,101  (5,903,101) 331,429
- - (188,713)
26,680,347 6,057,710 2,613,816
1,383,286 - 30,807
36,510 107,500 -
- - (2,693)
1,419,796 107,500 78,114
8,346,222 692,448 1,023,710
5,677,466 1,423,302 896,220

Shared
ownership
properties
under
consiruction Total
£ £
599,240 41,156,727
34415 6,592,658
(536,763) -
- (243,876)
96,892 47,505,509
- 315,078
- 77,315
- (3,439)
- 388,954
313,822 31,095,150
87,338 4,515,167
(331,429) -
- (188,713)
69,731 35,421,604
- 1,464,093
- 144,010
- (2,693)
- 1,605,410
27,161 10,089,541
285,418 8,282,406

The interest capitalised on development period loans in the year amounted to £34,064 (2009 - £56,159). Total
development administration costs capitalised amounted to £97,244 (2009 - £97,080) for which Housing Association
Grants amounting to £147,132 (2009 - £123,564) were received in the year.
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS

(continued)
31 March 2010

3

TANGIBLE FIXED ASSETS (continued)

b) Other tangible fixed assets

COST

At 1 April 2009
Additions during year
Disposals during year

At 31 March 2010

DEPRECIATION
At 1 April 2009
Charge during year
Disposals in year

At 31 March 2010

NET BOOK VALUES
As at 31 March 2010

As at 31 March 2009

STOCK

Site development for resale

Office
Property
£

287,924
2,605

290,529

18,361
4,852

23,213

267,316

Officc Maintenance Services

Workshop  Equipment Equipment Equipment Total
£ £ £ £ £

- 237,269 20,990 8,951 555,134
13,058 5,502 22,170 - 43,335
- - {15,367) - {15,367)
13,058 242,771 27,793 8,951 583,102
- 189,874 19,216 8,951 236,402
2,612 17,589 6,126 - 31,179
- - (15,367) - (15,367)
2,612 207,463 9,975 8,951 252,214
10,446 35,308 17,818 - 330,888
- 47,395 1,774 - 318,732

2010 2009

E £

60,980 -

60,980 -
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS
(continued)
31 March 2010

10 DEBTORS
Amounts falling due within one year:

Rental debtors
Bad debt provision

Other debtors

Development funding receivable
Prepayments and accrued income
Amounts due from subsidiary

Amounts falling due after one year:

Other debtors

Il CREDITORS: amounts falling due within one year

Loans

Bank overdraft

Trade creditors

Accruals and deferred income

Other creditors

Rent paid in advance

Shetland Islands Council bridging facility
Due to Hjaltland Trading Ltd

Securittes held in respect of loans and development overdrafls are detailed in note 12,

2010 2009
£ £
79,293 60,959
(19,545) (14,113)
59,748 46,846
21,385 56,622
288,406 446,536
54,849 50,334
56,712 43,886
481,100 644,224
- 8,065
481,100 652,289
187,969 160,608
259,528 12,984
289,440 150,240
142,436 87,880
322,925 352,300
12,461 21,363
- 390,664
423 13,659

1,215,182

1,190,198
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' | Hjaltland Housing Association Limited
NOTES TO THE FINANCIAL STATEMENTS

‘ ' (continued)
‘ 31 March 2010
[ 12 CREDITORS: amounts falling due after more than one year 2010 2009
£ £
||
' Loans 9,024 486 7,039,509
Loans are secured by specific charges on the Association's
properties and are repayable at rates of interest between
1.0% and 6.4 % (2009 — 3.9% and 6.7%) in instalments as follows:
In one year (note 11) 187,969 160,608
Between one and two years 187,969 160,608
ﬁ& Between two and five years 715,879 512,473
After five years 8,120,638 6,366,428
3 9,212,455 7,200,117
=
The Dunfermline Building Society holds a number of standard securities over various properties owned by the
Association.

[l

'The Royal Bank of Scotland holds a number of standard securities over various properties owned by the Association.

The Bank of Scotland holds a number of standard securities over various properties owned by the Association.

The Bank of Scotland holds a letter of pledge by the Association for all sums and a negative pledge over 5 properties.

B The Secretary of State for Defence Limited hold a standard security and a claw back security over 10 properties owned

. by the association.

- 13 SHARE CAPITAL 2010 2009

£ £

Shares of £1 each fully paid and issued
31 March 2009 87 84
Shares issued 2 3
Shares cancelled ®) -
31 March 2010 84 87

T XTI T

el

T TT 30T OED

Each member of the Association holds one share of £1 in the Association. These shares carry no rights to dividend or
distributions in a winding up. When a shareholder ceases to be a member, that person’s share is cancelled and the
amount paid thereon becomes the properiy of the Association. Each member has a right to vote at members’
meelings.
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS
(continued)
31 March 2010

14 DESIGNATED RESERVES Transfer from/(to)
2009 revenue reserves

E £

Cyclical maintenance 72,479 -
Major repairs reserve 1,225,734 38,089

One stop shop 56,585 -
Capital contribution reserve - 215,876
1,354,798 253,965

15

16

2010

72,479
1,263,823
56,585
215,876

1,608,763

No restrictions are placed upon these reserves, but the Committee of Management have designated their use for

specific purposes.

REVENUE RESERVE

31 March 2009
Surplus for the financial year

Transfer to designated reserves

31 March 2010

RECONCILIATION OF SHAREHOLDERS' FUNDS

Surplus for the financial year
New share capital subscribed

Share capital cancelled

NET ADDITION TO SHAREHOLDERS' FUNDS

Opening shareholders' finds

CLOSING SHAREHOLDERS® FUNDS

2010
£

267,565
292,054

(253,965)

305,654

2010
L

292,054

2

®)

292,051

1,622,450

1,914,501

2009
£

168,488
132,546

(33,469)

267,565

2009
£

132,546

3

132,549

1,489,901

1,622,450
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS
{continued)
31 March 2010

17 CASHFLOW STATEMENT

a)  Reconciliation of operating sutplus to net
cash inflow from operating activities

Operating surplus
Depreciation charges
Increase in work in progress
Decrease in debtors
Increase in creditors

Shares cancelled

b) Reconciliation of net cash flow to movement
in net debt

Increase/(decrease) in cash in period
Cash inflow from increase/decrease in debt

Change in net debt resulting from cash flows
Net debt at 1 April 2009

Net debt at 31 March 2010

¢)  Analysis of changes in net debt
Cash in hand and at bank
Bank overdrafts

Debt due within one year
Debt due after one year

Total

2010 2009
£ £
456,046 374,399
108,494 86,616
(60,981) 386,118
13,060 79,829
(98,672) 552,738
) -
417,944 1,479,700
346,386 (43,923)
(2,012,338) (1,535,382)
{1,665,952) (1,579,305)
(6,614,371) {5,035,066)
{(8,280,323) {6,614,371)
1 April Cash 31 March
2009 flows 2010
£ £ £
598,730 592,930 1,191,660
{12,984) (246,544) (259,528)
(160,608) (27.361) (187,969)
(7,039,509) (1,984,977) (9,024,486)
(6,614,371) (1,665,952) {(8,280,323)
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS
{continued)
31 March 2010

18 SUBSIDIARY UNDERTAKING

19

20

The Association has a subsidiary undertaking, Hjaltland Trading Limited. The subsidiary is limited by guarantee and
is registered in Scotland. The Association has an exemption ffom preparing group accounts from the Financial
Services Autharity.

Hjaltland Trading Limited’s closing reserves for the year were £24,269 (2009 - £27,489). Loss for the year was
£3,220 (2009 profit - £1,681).

During the year the Association purchased goods and services at normal market rates from Hjaltland Trading Limited
amounting to £159,795 (2009 - £Nil) and sold goods and services to Hjalttand Trading Limited amounting to
£159,795 (2009 - £129,813). The balance owed from Hjaltland Trading Limited at the balance sheet date was
£56,713 (2009 - £43,886). The balance owed to Hjalttand Trading Limited at the balance sheet date was £424 (2009 -

£13,659).

CAPITAL COMMITMENTS 2010 2009
£ £
Capital expenditure that has been contracted for
but has not been provided for in the financial statements 5,671,032 9,628,380
The Group expecis to finance the above commitment by: 2010 2009
£ £
Proceeds from property sales - -
Capital grant receivable 2,492,624 6,424,975
Signed loan commitments available for drawdown 3,118,393 3,100,000
Loans under negotiation - 79,555
Reserves - -
Other grants 60,015 23,850
5,671,032 9,628,380
HOUSING STOCK
The number of units of accommodation in management
at the year end was: No No
General Needs - New Build 439 398
- Rehabilitation 4 4
Supported Housing 30 27
Shared Ownership 59 o4
532 493
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Hjaltland Housing Association Limited
NOTES TO THE FINANCIAL STATEMENTS

(continued)
31 March 2010

21 RELATED PARTIES

Various members of the Management Committec are tenants of the Association. The transactions with the
Association are all done on standard terms, as applicable to all tenants.

One member of the management committee is a councillor with the Shetland Islands Council as well as a committee
member of the association. Any transactions with the Shetland Islands Council are made at anms lengih, on normal
commercial terms and committee members cannot use their posiiion to their advantage.
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