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JIRVINE HOUSING ASSOCIATION LIMITED

YEAR ENDED 31 MARCH 2014

REPORT OF THE BOARD OF MANAGEMENT

The Board presents its Report and Audited Financial Statements for the year ended 31 March, 2014.

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

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

A strong financial performance for the year ended March 31 2014, resulted in the Association making
a surplus of £1,877,826 compared to a surplus of £832,082 for the previous year. Revenue grants of
£1.3m were received during the year. Operating costs have increased by 16% with a significant part
of the increase being attributable to additional investment in housing properties. Other costs were
tightly controlled and increased by 1%. The Association incurred no corporation tax charge in the
year. An increase to the deficit in the pension fund of £328k has taken the pension fund liability to
£1,505k. Overall reserves remain positive at £2.4m.

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

During the 2013/14 operating year the Association has concentrated on positioning itself to ensure it
can continue to grow, and provide top quality services that meet the needs of our customers, in
challenging economic times.

The 2013/14 financial year has seen Irvine Housing Association continue to deliver promises from the
Partnership Agreement with The Riverside Group Limited.

The regeneration of the Pennyburn flats is ongoing with the development of 22 new homes for
affordable rent due for completion in autumn 2014.

The Association will soon conclude a 56 unit development on the Island of Arran. This development
will be a mix of homes for affordable rent and for low cost home ownership and is expected to
complete in July 2014,

The Association has achieved Scottish Housing Quality Standard (SHQS) a year ahead of the 2015
target. The Scottish Government has now published the Energy Efficiency Standard for Social
Housing (EESSH) which sets the target for energy efficiency standards to be met by all social housing
by 2020, In the coming year the Association will out a review of stock to identify what will be
required to achieve the new standards.

The Association, in partnership with ICE Energy, has also been successful in attracting c. £1.5 m. of
“green” grant funding, supplemented by £800K of the Association’s major repairs funding, to provide
new thermally efficient external cladding to 139 properties on the Pennyburn estate.

A second phase of 46 properties in Drongan have been externally clad and re-roofed. This means that
in Drongan a total of 125 properties have benefited from this type of work.




IRVINE HOUSING ASSOCIATION LIMITED
YEAR ENDED 31 MARCH 2014
REPORT OF THE BOARD OF MANAGEMENT {Continued)

Following the introduction of the Scottish Social Housing Charter in April 2013, we have introduced an
enhanced community engagement framework, which ensured that we meet our Charter requirements
effectively, and submitted our first Annual Return on the Charter (ARC) timeously at year end. To
support the new framework, we have concluded a detailed training programme for our communities,
staff and Board members, named “Stepping up to Scrutiny” in partnership with the Scottish
Government and the Chartered Institute of Housing. Our approach has been commended by the
Scottish Government as best practice within the sector,

The Welfare Reform Act 2012, was introduced by Westminster and came into effect on 1 April 2013.
In advance of the reform, we carried out a range of mitigation initiatives to support those in our
communities that would be affected, and reduce the risks to our income as a result. We have
achieved significant success with the award of Discretionary Housing Payments for our tenants to
offset against the reduction in housing benefit as a result of the under occupation charge for
additional bedrooms. The net result of this, and other income management initiatives has led to a
reduction in rent arrears this year, compared with last, which is a significant achievement throughout
this particufarty challenging year for those dependent upon welfare support.

The Growth Strategy articulates an aspiration to provide a range of services, in a range of geographic
locations in Scotland, where this can be achieved while achieving continued efficiencies. It was
announced in February 2013 that merger discussions with Barony Housing Association were taking
place. Discussions have progressed and during the year considerable work has taken place in
ensuring that business case supporting the partnership delivers the increased organisational capacity,
combined with the local service delivery and decision making that will meet our stakeholders’
aspirations.

In February it was announced that the Association had been placed at No.2 on the Sunday Times 100
Best Not-For-Profit Organisations To Work For list, achieving three star accreditation. This meant that
the Association retained its place as the highest placed Scottish organisation on the list. This was also
the highest position on the list ever achieved by a Scottish organisation.

Mr Paul Hillard also received the award Best Leader of a Not-For-Profit Organisation. This was the
first time this award was received by a Scottish organisation, and the first time it was awarded to a
housing organisation.

BOARD OF MANAGEMENT
The current members of the Board of the Association, who are also Trustees of the Charity, are listed
on page 2. The following also served during the year:

W Dickson (until August 2013)
C Durkan (until August 2013)
M Miller (until June 2013)

C Sharp (until May 2013)

Each member of the Board holds two fully paid shares of £1 in the Association.




IRVINE HOUSING ASSOCIATION LIMITED
YEAR ENDED 31 MARCH 2014

REPORT OF THE BOARD OF MANAGEMENT (Continued)

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 time the financial position of the Association and to enable it to ensure that the
Financial Statements comply with the Industrial and Provident Societies Acts 1965 to 2002, the
Housing (Scotland) Act 2010 and the Determination of Accounting Requirements 2012.

The Board is also responsible for safeguarding the assets of the Association 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.




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

4, 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.

5. 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.

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

By order of the Board

P Hillard
Secretary
18 June, 2014




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 2014, set out on pages 8 to 28. The financial reporting framework that has been applied in their
preparation is applicable law and UK Accounting Standards (UK Generally Accepted Accounting
Practice).

This report is made solely to the association’s members, as a body, in accordance with section 69 of
the Housing (Scotland) Act 2010 and 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

As more fully explained in the Statement of Board's Responsibilities set out on page 5, the association’s
Board is responsible for the preparation of financial statements which give a true and fair view. Our
responsibility is to audit, and express an opinion on, the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us
to comply with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Financial Reporting
Council’s website at www.frc.org. uk/auditscopeukprivate.

Opinion on financial statements
In our opinion the financial statements:

give a true and fair view, in accordance with UK Generally Accepted Accounting Practice, of the state of
affairs of the association as at 31% March 2014 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
2003, the Housing (Scotland) Act 2010 and the Registered Social Landlords Determination of
Accounting Requirements 2012,

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Industrial and Provident
Societies Acts 1965 to 2003 require us to report to you if, in our opinion:

a satisfactory system of control over transactions has not been maintained; or

the association has not kept proper accounting records; or
the financial statements are not in agreement with the books of account; or

we have not received all the information and explanations we need for our audit.

Mgses, Dwsdsdn_o
Martin Newsholme (Senior Statutory Auditor)
for and on behalf of KPMG Audit LLP (Statutory Auditor)
Chartered Accountants
St James’ Square
Manchester

M2 6DS
Date /w_ G’W 4,0[((-




IRVINE HOUSING ASSOCIATION LIMITED
INCOME AND EXPENDITURE ACCOUNT

YEAR ENDED 31 MARCH 2014

Note 2014
£
Turnover 2 9,672,964
Qperating Costs 2 {6,277,224)
Operating Costs - Exceptonal Tems 3,16 -
Operating Surplus 2 3,395,740
Gain on Sale of Fixed Asses 4 19,354
Interest Receivable and Similar Income 6 2,994
Interest Payable and Similar Charges 7 {1,537,774)
Other Finance Income [ (Costs) 18 {5,000)
Surpius on Ordinary Activities
before Taxation 8 1,875,314
Taxation on Ordinary Activities 9 2,512
Surplus for the Year 20 1,877,826

All of the above operaBons are continuing.

2013
£
8,161,622

{5,421,359)

(334,073)

2,406,190

(8,117)

3,449

(1,608,673}

26,000

818,549
13,533

832,082

There is no difference bebween the surplus on ordinary aclivities before taxation and the retained surplus

for the vear as stated above and their hisipria] cost equivalents.

The notes on pages 12 to 28 form part of these financial statements.




IRVINE HOUSING ASSOCIATION LIMITED

STATEMENT OF TOTAL RECOGNISED SURPLUSES AND DEFICITS .

YEAR ENDED 31 MARCH 2014

Hote
Surplus for the Year
Aciuariat Gain / (Loss) 19
Total Recognised Surplus / (Deficit) for the Year
Totzal surpluses / {deficits ) recognised since fast annual report
RECONCILIATION OF MOVEMENTS IN FUNDS
YEAR ENDED 31 MARCH 2014

Note

Tolal recognised surplus

Total funds at 1 April 2013

Total Funds at 31 March 2014

The notes on pages 12 to 28 form part of these financial satements.

2014 2013

E £
1,877,826 432,082

{328,000) {559,000}
1,549,826 273,082
1,549,826 273,082

2014 2013

£ £
1,549,826 273,082
843,200 570,118
2,393,026 843,200




IRVINE HOUSING ASSOCIATION LIMITED

BALANCE SHEET
AS AT 31 MARCH, 2014

TANGIBLE FEXED ASSETS
Housing Properties
- gross costless depredation
less Housing Assaciation Grant
Cther Grants

Other B ngible fixed assets

Fixed asset irvestments
Homestzke
Homestake Grant

CURRENT ASSETS
Stndk

Dabtors

Cash at Bank and in hand

CREDITORS:
Amounts falling due within one vaar

(DEFICIENCY OF) NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABIRITIES

CREDITORS:
Amounts failing due after rmore than one year
PENSION LIABILITY

NET ASSETS / (LIABILITIES)

CAPITAL AND RESERVES
Share Capitai

General Reserve
Pension Reserva
Revenue Reserves

Designated R eserves

Note

10

103

10
10

i1
i2

13

14
19

15

20
28
20

21

2014
£

68, 186,000
{25,066,110)
(2,921,996)

40,197,894
256,290

593,713
(593,713)

40,454,184

753,088
344,113
1,093,156

2,190,357

(2,881,962)

{691,605)
39,762,579

(35,864,176}
(1,505, 000)
2,393,404

353

3,850,526
1,505,000
2,385,526

7,524

2,393,404

2013
£

62,903,529
(25,066,110)
(1,866,403)

35,971,016
293,482

383,712
(593,713)

36,264,498

320,905
1,390,612
1,779,259

3,490,776

(3,692,848)

(202,072)
36,062,426

(34,106,867)
(1,112,000)
843,559

359

1,947,700

{1,112,00@)
835,700

7,500
843,559

These financial sfatements were approved by the Board of Management on 18 June 2014, and were signed

on its behaif by - /!
/o
It O ot
A [ Jud by
© AWest P Hillard
CHAIRMAN SECRETARY BOARD MEMBER

The notes on pages 12 to 28 form partof these finandal statements.

10




IRVINE HOUSING ASSOCIATION LIMITED
CASH FLOW STATEMENT

YEAR ENDED 31 MARCH 2014

hote

Cash infiow from operating activities 27 (a)

Returns on investments and servicing of finance:
Interest Recefved
Interest Paid

Het cash outfiow from returns on investments
and servicing of finance

Taxation
UK Corporation Tax paid
Grants received

Net cash nflow from taxation

Capital Bxpenditure

Acquisition of Housing Properties
Improvement to Housing Properties
Purchase of Other Tangible Fixed Assefs
Szle of Fixed Assets

Grant receivad

Net cash outflow for capital expenditure

Het cash outflow before financing
Financing
Issue of Share Capial

Loans Received (net of arrangement fees paid)
toans Repaid

Het cash infiow from financing

Increase /{Decrease) in cash in the year 27 (b}

The notes on pages 12 o 28 form part of these financiz| sktements.

11

2014
£

5,007,193

2,994
(1,529,225)

(1,526,231)

16,045

16,045

(4,571,342)

(2,551,960)

(60,335)
41,160
1,209,359

(5933,118)

(2,436,111)

8
3,675,809
(1,325,809)

1,750,608

{686,103)

2013
£

3275525

3,449
{1,632,846)

(1,629,397}

(3,591,819)
(1,603,694)
(8,589)
237,125
2,482,676

(2,484,301}

(838,173)

11
2,818,564
(568,565)

2,250,010

1,411,837




IRVINE HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED 31 MARCH 2014

. 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 2010 and comply with the Determination of
Accounting Requirements 2012. 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.

Turnover

Turnover represents rental and other income receivable.

Housing Properties

Housing properties are stated at cost less accumulated depreciation. Components and works to
existing properties that result in an enhancement of economic benefit are depreciated over their
useful economic lives. Useful economic lives for components are as follows:

Component UEL
Structure 100 years
Kitchens 20 years
Bathrooms 30 years
Heating Systems 30 years
Boilers 15 years
Windows 25 years
External Doors 25 years
Roofs 60 years
Render 20 years

Any works that do not result in an enhancement of economic benefits are charged to the income
and expenditure account in the year incurred. Housing properties under construction are stated at
cost and are not depreciated. These are reclassified as housing properties on practical completion.

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%

12




IRVINE HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED 31 MARCH 2014

. PRINCIPAL ACCOUNTING POLICIES {continued)
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 disposal of
properties. Where Housing Association Grant becomes repayable, it is shown as a current liability.

Other Grants

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. Other grants of a revenue
nature are credited to the income and expenditure account when received.

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.

Related party transaction

The Association is a wholly owned subsidiary of The Riverside Group Ltd and is included in the
consolidated financial statements of The Riverside Group Ltd, which are publicly available. The
Association is exempt under the terms of FRS8 “Related Party Disclosures” from disclosing related
party transactions with entities that are part of the Group.

Pensions

The Association participates in the Strathclyde Pension Fund administered by Glasgow City Coundil.
Payments are made to the independently administered 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 henefits as the benefits are earned and not when they are due to he 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,

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

term.

13




IRVINE HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR YEAR ENDED 31 MARCH 2014

1. PRINCIPAL ACCOUNTING POLICIES (continued)

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.

Taxation

The Association is a registered charity and is not therefore liable for corporation tax on its
charitable activities.

14
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