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IRVINE HOUSING ASSOCIATION LIMITED
YEAR ENDED 31 MARCH 2010
REPORT OF THE BOARD OF MANAGEMENT

The Board presents its Report and Audited Financial Statements for the year ended March 31
2010.

PRINCIPAL ACTIVITY .
The principal activity of the Association is the provision and management of affordable rented

housing.

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

For the year ended March 31 2010, the Association has made a surplus of £735,000 against a
deficit of £1.8m for the previous year. That deficit was largely as a result of a year of changes to
and investment in our operations, the benefits of which are beginning to be seen. Such costs in
2008/09 included breakage costs of £1.2m incurred when the Nationwide and Abbey National
loans were refinanced with a new £33.5m facility from the Lloyds TSB (Scotland) plc. The
Association aiso wrote off £163,000 of loan arrangement costs relating to those refinanced
facilities and £465,615 of the value of our housing assets due to the adoption of component
accounting.

This year has seen the organisationA return to making a surplus iargely by focussing on efficiency

and inaintaining operating costs below that of the previous year. In- an increasingly difficult -

financial climate our ability to maintain this level of performance will be challenged and therefore
the Association continues to search for more effective means of delivering, and improving where
possible, the level of service our residents have come to expect both now and in the long-term
future.

Turnover for the year was £6.7m (2008: £6.4m), increased in part by the 'addition of new stock

at two development sites and providing former home-owners with the opportunity to convert
their home to the Association’s ownership whilst remaining in their home, under the Mortgage to
Rent scheme.

The Association has met all of its loan covenants and the Board consider that the results for the
year are satisfactory. :

The 2009 / 2010 opefating year has seen the realisation of benefits coming from the critical
business decisions taken in the previous twelve months.

The Association’s new funding facility allowed it to respond quickly to new business opportunities
presented by the acceleration of Housing Association Grant funding, and the release of second
homes Council Tax monies by North Ayrshire Council, to facilitate the acquisition of unsold
private developer units.

In November 2009 the Association completed the purchase of 14 two bedroom flats at The
Courtyard in Irvine town centre from Lovells Partnerships Limited. This was followed up by the
acquisition of a further 8 two bedroom flats at Dreghorn from F&G Developments Limited. Both
of these developments moved from commencement of negotiations to completion in a few
months and have provided much needed, high quality, affordable homes in North Ayrshire.

The Association was also delighted to achieve a start on site at its development at Littlemill
Road, Drongan. When completed, in the summer of 2010, the development will provide 22 two,
three and four bedroom homes for rent. This is the Association’s first development in the East
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IRVINE HOUSING ASSOCIATION LIMITED
YEAR ENDED 31 MARCH 2010
REPORT OF THE BOARD OF MANAGEMENT (continued)

Ayrshire Council area and the first affordable rented housing development in Drongan for many
years.

The Association was also particularly pleased to be appointed as North Ayrshire Council’s
development agent for the ‘Kick Start’ Council Housing Building Programme at Castlepark, Irvine.
It is intended that this service is extended to the Council’s second development at Kilwinning.

Work also progressed during the year on the Association’s study into the provision of exemplar
eco housing at the Tarryholme site in Irvine. The study, which has been part-funded by the
Irvine Bay Urban Regeneration Company, will make recommendations on the provision of energy
efficient housing using an eco-minimalist approach. The final report will be published in the

summer of 2010.

The Association has also continued to play a leading role in the development and operation of
the North Ayrshire Housing Register (NAHR). Together with our partners, North Ayrshire Council,
ANCHO and Cunninghame Housing Association we were please to launch NAHR in June of 2009.
Between its commencement and the end of the reporting year in March 2010, 82 households
" were housed by the Association using the NAHR and it is delivering significant improvements in

the customer experience and operational efficiency. ST R

During the year the Association has continued a majof investment programme in the existing
stock. £1.2 million of investment has further progressed the Association towards the achievement
of the Scottish Housing Quality Standard. This investment has included the installation of doors
to 320 homes, windows to 270 and kitchens and bathrooms to a further 20 homes in addition to

those completed in the previous year. :

The Association has also acquired new software which has significantly improved the storage and
accessibility of information on the condition of the Association’s stock and is assisting the further
development of asset management and procurement procedures.

The Association has also re-confirmed its commitment to customer engagement and
participation. It held its first Customer Conference in February 2010 which was attended by 61
residents and received very positive feedback. The Association also commissioned the Tenant
Participation Advisory Service (TPAS) to undertake a review of its tenant participation policies
and practices. The TPAS report has made a number of recommendations that will start to be
implemented during the coming year.

The Association has maintained its commitment to helping ensure the sustainability of the
communities we work with by supporting a range of community based initiatives. These have
included Kilwinning Sports Club, First Alliance Credit Union, Tenants and Residents’ Groups and

local schools.

The restructure of the Association’s Executive Team and the move to the new office has
facilitated a process of further delegation of decision making and staff empowerment in the
Association. This has had a beneficial effect on operational performance and in staff engagement
with the Association. These improvements were reflected in the Association obtaining a second
re-accreditation of Investors In People (IIP) status and obtaining ‘One to Watch’ status from Best

Companies.



IRVINE HOUSING ASSOCIATION LIMITED
YEAR ENDED 31 MARCH 2010
REPORT OF THE BOARD OF MANAGEMENT (continued)

BOARD OF MANAGEMENT
The members of the Board of the Association and those who served during the year are listed on
page 2. Each member of the Board holds two fully paid shares of £1 in the Association.

STATEMENT OF THE BOARD OF MANAGEMENT'S RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS ‘
Statute requires the Board to prepare Financial Statements for each financial year which give a
true and fair view of the state of affairs of the Association and of the surplus or deficit for that
period. In preparing those Financial Statements, the Board is required to:-

* select suitable accounting policies and then apply them consistently;

+ make judgements and estimates that are reasonable and prudent;

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

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

The Board is responsible for keeping proper accounting records which disclose with reasonable
accuracy at any tine the financial position of the Association and o enable it to ensure that the
Financial Statements comply with the Industrial and Provident Societies Acts 1965 to 2002, the
Housing (Scotland) Act 2001 and the Registered Social Landlords Accounting Requirements
(Scotland) Order 2007.

The Board is also responsible feir safeguarding the assets of the Assaciation and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

The Board confirms that the Financial Statements comply with the above requirements.

STATEMENT OF THE BOARD OF MANAGEMENT IN RESPECT OF INTERNAL CONTROLS

The Board acknowledges that it is responsible for establishing and maintaining the Association's
system of internal controls, and for reviewing the effectiveness of those controls. Such a system
can only provide reasonable, and not absolute, assurance against material misstatement or loss
or eliminate all risk. The system of internal control is designed to manage risk and to provide
reasonable assurance that strategic objectives will be achieved.

The key features of the system of internal controls which has been established, and which is
designed to provide effective internal control, are as described below.

1. The Association’s organisational structure embodies clearly defined levels of responsibility and

delegation of authorities in relation to internal control. Appropriate policies and procedures in -

respect of financial management are in place and are set out in the Association’s Financial
Regulations. The Board retains responsibility for a range of strategic, operational,
performance and financial issues.

2. The Association has a robust system of strategic and operational planning, informed by a
system of risk management. The system of risk management is participative and informs all
activities undertaken by the Association.
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IRVINE HOUSING ASSOCIATION LIMITED
YEAR ENDED 31 MARCH 2010

REPORT OF THE BOARD OF MANAGEMENT (continued)

3. Experienced and suitably qualified staff are employed by the Association, and their
performance is reviewed as part of a comprehensive appraisal process.

3. The Association has an appropriate system of financial reporting in place to enable the Board
and senior staff to monitor the key business risks facing the Association. This system of
financial reporting includes the preparation of budgets and forecasts, and the preparation of
regular financial reports providing relevant and reliable financial information, where significant
variances from budgets are appropriately investigated.

4. All significant new initiatives, major commitments and investment projects are subject to
appropriate appraisals, review, analysis and authorisation, either by the Board or through
relevant Committees of the Board, where authority to consider such matters has been
appropriately delegated by the Board.

5. The Board considers reports from senior staff and auditors as relevant to provide reasonable
assurance that suitable internal financial control procedures are in place and are being
followed. In addition, the Association’s Financial Regulations are subject to regular review

and updating. -

By order of the Board

P Hillard
Secretary
17 August 2010



IRVINE HOUSING ASSOCIATION LIMITED
YEAR ENDED 31 MARCH 2010

Independent auditor’s report to the members of Irvine Housing Association Limited

We have audited the financial statements of Irvine Housing Association Limited for the year
ended 31 March 2010 set out on pages 9 to 33. These financial statements have been prepared
under the accounting policies set out 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 audit work has been
undertaken so that we might state to the Association’s members those matters we are required
to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the Association and the
Association’s members as a body, for our audit work, for this report, or for the opinions we have
formed.

Respective responsibilities of the Board and auditor

The Board’s Responsibilities for the preparation of the financial statements in accordance with
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice) are set out in the Statement of the Board’s Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and

reguiatory 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 Acts 1965 to
2002, the Housing (Scotland) Act 2001 and the Registered Social Landlords Accounling
Requirements (Scatland) Order 2007. We also report. to you if, in our opinion, a satisfactory

system of control over transactions has not been maintained, if the Association has not kept -

praper accounting records, or if we have not received all the information and_.explanations we
require for our audit.

We read other information contained in the Report of the Board of Management, and consider
whether it is consistent with the audited financial statements. The other information comprises
oniy the Board’s Report. We consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the financial statements: Our
responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial statements. It also includes an
assessment of the significant estimates and judgements made by the Board 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 statements are free from material misstatement, whether caused by
fraud or other irregularity or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements.




IRVINE HOUSING ASSOCIATION LIMITED

YEAR ENDED 31 MARCH 2010

Opinion

In our opinion the financial statements give a true and fair view, in accordance with United
Kingdom Generally Accepted Accounting Practice, of the state of the Association’s affairs as 31
March 2010 and of its surplus for the year then ended and have been properly prepared in
accordance with the Industrial and Provident Societies Acts 1965 to 2002, the Housing (Scotland)
Act 2001 and the Registered Social Landlords Accounting Requirements (Scotland) Order 2007.

Corporate Governance
In addition to the audit of the financial statements, we have reviewed the Board’s statement

concerning internal financial control made under “The Code of External Audit Practice” contained
within the publication “Raising Standards in Housing” which is the guidance issued by the
Scottish Federation of Housing Associations. The object of our review is to draw attention to
non-compliance with the guidance.

Basis of Opinion
We carried out our review in accordance with guidance issued by the Auditing Practices Board.
That guidance does not require us to perform the additional work necessary to, and we do not,
express any opinion on the effectiveness of either the Association’s system of internal financial
control or its corporate governance procedures.
Opinion o T A :
With respect to the Board’s statements on internal financial control, in our opinion the Board has
provided.the disclosures required by the guidance and such statements are not inconsistent with
" the information of which we are aware from our audit work on the financial statements. :

/\ o o
Lo ‘. ‘ N aal - \“—'-k- , ' - '
CHIENE + TAIT '

Chartered Accountants and Statutory Auditor
61 Dublin Street
Edinburgh EH3 6NL
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IRVINE HOUSING ASSOCIATION LIMITED
INCOME AND EXPENDITURE ACCOUNT

YEAR ENDED 31 MARCH 2010

Note 2010 2009
£ £
Turnover 2 6,751,817 6,375,430
Operating Costs 2 (4,609,370) (4,720,967) .
i
)
Exceptional Items 16 - (318,315) ,
Operating Surplus 2 2,142,447 1,336,148
Gain/(Loss) on Sale of Fixed Assets 4 . 49,362 (38,043) -
Impairment ' ’ - (120,000) - B
Interc:t Receivable and Similar Income 6 58% - 26,218
Interes: Pavahle ain Similar Charges 7 (1,447,926). . - (1,950,879) -
Exceptional Interest Payable 7 - (1,110,631)
Othei Finance (Costs)/Income 19 (9,000) - 49,000 ;
Surplus/(Deficit) on Ordinary Activities
before Taxation B 735,462 (1,808,187)
Taxation on Ordinary Activities 9 - -
Surplus/{Deficit) for the Year 20 735,462 (1,808,187)

All of the above operations are continuing.

There is no difference between the surplus on ordinary activities before taxation and the retained surplus
for the year as stated above and their historical cost equivalents,

The notes on pages 13 to 33 form pait of these financial statements,




IRVINE HOUSING ASSOCIATION LIMITED

STATEMENT OF TOTAL RECOGNISED SURPLUSES AND DEFICITS

YEAR ENDED 31 MARCH 2010

Note

Surplus/{Deficit) for the Year

Actuarial Loss 19

Total Recognised Deficit for the Year

The notes on pages 13 to 33 form part of these financial statements.

10

2010 2009
£ £
735,462 (1,808,187)
(1,615,000) (672,000)
(879,538) (2,480,187)



IRVINE HOUSING ASSOCIATION LIMITED
BALANCE SHEET
YEAR ENDED 31 MARCH 2010

TANGIBLE FIXED ASSETS
Housing Properties
- gross cost less depreciation
less Housing Association Grant
Other Grants

Other tangible fixed assets

CURRENT ASSETS

Property in course of disposal
Debtors

Cash at Bank and in hand

CReDITORS:

Amounts failing due within one year o
DEFICIENCY OF NET CURRENT ASSETS

T Cl‘i'ﬁL“:SSSETS LESS CURREK ™ { JADILITIES

CREDITORS:
Amounts falling due after more than one year

PENSION LIABILITY

NET LIABILITIES

CAPITAL AND RESERVES
Share Capitai

General Reserve
Pension Reserve
Revenue Reserves

Designated Reserves
Negative Goodwill

Note 2010
£
10 55,240,992
(22,931,371)
(1,155,842)
31,153,779
10a 361,600
31,515,379

10 : -
11 316,503
12 470,744

787,247

13 (1,692,225)
(903,978)

30'5151,:01$ -

14 (29,978,174)
19- (1,541,000)
(208,773)

15 ¢ 237
93,292

(1,541,000)

20 (1,447,708)
21 7,500
22 531,198
(908,773)

These financial statements were approved by the Board of Management on 17 August 2010, a

on its behalf by:

£t Led o

P Hillard
SECRETARY

T Farrell
CHAIRMAN

Hne?!

2009

49,900,375
(20,071,754)
(468,528)

29,360,093

400,070
29,760,163

400,000
335,691
533,699

1,269,39¢-

~ (2,513,045)

_(1,243,655)

(20 510,508, - 1

(28,532,199)

(15,691)

158
(568,170)

(568,170)
7,500

_ 544821
(15,691)

e ——————

%were signed

~ BOARD MEMBER

The notes on pages 13 to 33 form part of these financial statements.,




IRVINE HOUSING ASSOCIATION LIMITED
CASH FLOW STATEMENT
YEAR ENDED 31 MARCH 2010

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

UK Corporation Tax paid
Grants received
Net cash inflow from taxation ‘

o

,Capital Expenditure

-Acquisition of Hansing Properties
Iraprovement to Heusing Properties
Itnprovements to Ofiice Properties
Purctinsc of Other Tanyible Fiked Assets
Sale of Fixed Assels

Grant received

Net cash outflow for capital expenditure

Net cash outflow before financing

Financing

Issue of Share Capital
Loans Received (net of arrangement fees paid)

Loans Repaid

Net cash inflow from financing

Decrease in cash in the year

The: notes on pages 13 to 33 form part of these financial statements,

12

Note

23 (a)

23 (b)

2010
£

2,881,956

589
(1,469,332)

(1,468,743)

(4,133,462)
(1,759,353)

-0

'(87,377)
66,968
2,996,795

(2,916,429)

(1,503,216)

72
2,440,189
(1,000,000)

1,440,261

(62,955)

2009
£

2,485,163

26,218
(2,638,580)

(1,547,979)
(310,011)

(80,826)

197,349
194,282

(2,612,362)

(1,547,185)

(1,674,384}

19
28,532,199

(27,619,708)

912,510

(761,874)



IRVINE HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED 31 MARCH 2010

1. PRINCIPAL ACCOUNTING POLICIES

Basis of Accounting

The Financial Statements have been prepared under the historical cost convention and in
accordance with applicable Accounting Standards and the Statement of Recommended
Practice (SORP): Accounting by Registered Social Landlords 2008 and comply with the
Registered Social Landiords Accounting Requirements (Scotland) Order 2007. However,
compliance with the SORP requires departure from the requirements of Financial Reporting
Standard (FRS) 10, ‘Goodwill and Intangible Assets’, in relation to negative goodwill and an
explanation of the result of the departure is given in the ‘Negative Goodwill’ policy below. As
explained at note 17, the accounts of Thistle Housing Services Limited have not been
consolidated with those of the Association, as the Board considers this would be of no real
value to the members of the Association in view of the insignificant amounts involved. This is
in accordance with the requirements of FRS 2 and the Industrial and Provident Societies Act
1968. A summary of the more important accounting policies is set out below.

Change in Accounting Policy

There were no changes in accounting policy diiring the year.
Negaiive Goodwill L o e
Negative Goodwill arising on transfers of engagements represents the excess of the fair value
of the identifiable net assets acquired over the fair value of the consideration given and is
taken immeadiately to reserves. This is in accorJance with the SORP but not in accordance with
FRS 10 which requires that negative goodwili is shown as a negative asset on the balance

sheet. Tive Board is of the opinio: that the treatnent required by FRS 10 would not- present.a i . -

true and fair view of the Association’s net assets betause the substance of each transaction is-
a transfer of a business for no consideration rather than a purchase in the conventional
manner. If the negative goodwill had been treated as a negative asset as required by FRS 10
then the Association’s net assets would have been reduced by £531,200 (2009:. £544,821).
Negative goodwill is amortised to the income and expenditure account over the same period
for which depreciation is charged on the housing properties acquired.

Turnover : oo .
Turnover represents rental income receivable.

Housing Properties

Housing properties are stated at cost less accumulated depreciation. Interest payable relating
to capital projects is capitalised within Fixed Assets and depreciated in accordance with FRS
15. Depreciation is charged on a straight line balance basis over the expected useful economic
lives of housing properties to write off the cost at an annual rate of 2%. Components and
works to existing properties that result in an enhancement of economic benefit are
depreciated over their useful economic lives. Any works that do not result in an enhancement
of economic benefits are charged to the income and expenditure account in the year incurred.

13
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IRVINE HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED 31 MARCH 2010

1. PRINCIPAL ACCOUNTING POLICIES (continued)

Other Fixed Assets
Other Fixed Assets are stated at cost less accumulated depreciation. Depreciation is charged
on a straight-line basis over the expected useful economic lives of the assets at the following

annual rates:

Furniture & Equipment 20.00%
Plant & Machinery 33.33%
Office Property 6% to 10%

Housing Association Grant
Where developments have been financed wholly or partly by Housing Association Grant, the
cost of those developments has been reduced by the amount of the grant received. Housing
Association Grant in respect of housing properties in the course of construction, received in
advance of expenditure, is shown as a current liability. Housing Association Grant in respect of
major repairs which are of a revenue nature is credited to the income and expenditure
account. Housing Association Grant received in respect of Homestake becomes repayable on
disposai of properties. Wheie Housing Association Grarit bccomes repayahle, 1L is shown as a
current liability.- o ST Ce

et , " r.

Other Grants ' Ly - ‘ -
Where developments have been financed wholly or partly by other grants, the cost of those
developments .has been reduced by the. amount of grant received. :thar grants of a revénue
nature are credited to the income and expenditure account when receivabie. '

Finance Costs : : :
Arrangement fees in relation to the Bank Loans are charged to Income and Expenditure over

the term of the facility. The unexpired portion is carried forward within the loan balance.

Pensions

The Association participates in the Strathclyde Pension Fund administered by Glasgow City
Council. Payments are made to the independently- administerec scheme in accordance with
periodic calculations by qualified actuaries. The expected cost to the Association of pensions is
charged to income so as to spread the cost of pensions over the service lives of the
employees in the scheme in accordance with Financial Reporting Standard 17: Retirement
Benefits and recognises the retirement benefits as the benefits are earned and not when they
are due to be paid. The contributions are determined by qualified actuaries, on the basis of
triennial valuations. In accordance with FRS17, the Association’s share of a scheme deficit is
recognised in full on the Balance Sheet and its share of a surplus is recognised to the extent

that the surplus can be recovered.

14



IRVINE HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED 31 MARCH 2010

1. PRINCIPAL ACCOUNTING POLICIES (continued)

Leases
Rentals paid under operating leases are charged to income on a straight-line basis over the
lease term.

Designated Reserves

The “"Harbourside in Bloom” Reserve is a sum of money received from Irvine Development
Corporation, the interest received on which is used to fund prizes in the Association’s annual
“Harbourside in Bloom” competition.

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

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

Taxation

The Association pays coiporation tax on all of its taxable suipluses. Tax deferred or
accelerated is accourited for in respect of all material timing differences to the extent that it is
probable that a liability or asset will crystallise. Timing differences arise from the inclusion of
items of income anti expenditure in tax computations and periods different from those in
which they are incli;Jed in the ac-ounts. One of the timing differences relates to the repairs
-and- maintenance undertaken. on. Fousing properties, Provision is made at the rate which is
expected to be appli«d when Lhe liability or assel is expected to crystallise. :

15
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