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Report of the Board of Management

The Board of Management (the Board) presents its report and audited consolidated financial statements
for the year ended 31% March 2018.

Legal Status

Kingdom Housing Association Limited (KHA), is incorporated in Scotland and registered with the Financial
Conduct Authority (FCA) under the Co-operative and Community Benefit Societies Act, 2014 as a mutual
society under registration number SP1981RS and is registered as a Registered Social L.andlord, HEP142
with the Scottish Housing Regulator (SHR). It is also a Scottish Charity registered with the Office of the
Scottish Charity Regulator (OSCR) No. SC000874.

KHA has two wholly owned subsidiary companies these are; Kingdom Initiatives Limited (K1), registered
with Companies House under the Companies Act 20086, registration number SC383963, which is a non
charitable company limited by shares and, Kingdom Support and Care Community Interest Company
(KSC}) also registered with Companies House under the Companies Act 2006, registration number
5C545491, which is a Community Interest Company that is a non charitable company limited by shares.

These consolidated financial statements include the results of KHA, Kl and KSC (the Group) for the year
to 31° March 2018.

Principal activities

KHA

KHA's principal activity is the provision and management of affordable housing using Scottish Secure
Tenancies. The mission statement of KHA is to provide ‘more than a home’ and this is reflected in the
additional activities provided, relating to community initiatives which incorporates Fife Works Employability
service and Care and Repair Small Repairs service. KHA operates in East Central Scotland, prowdlng
affordable housing to meet a range of needs.

KHA owns and manages a wide range of housing for rent and seeks to increase the number of properties
it has available by building new properties and acquiring existing properties using an appropriate mix of
subsidy, mainly from the Scottish Government, local authorities as well as private finance and its own
resources. KHA is committed to maintaining a development programme to provide affordable housing,
including social rent and mid-market rent properties, where the rent is based upon a percentage of the
appropriate Local Housing Allowance and hence higher than social rents, via KI. KHA also has a
significant number of shared ownership properties and also provides accommodation for homeless
people. The support and care business which was previously provided by KHA was transferred fo a new
wholly owned subsidiary KSC, along with the staff providing those services, on 1% April 2017.

KHA is part of the Fife Housing Association Alliance (FHAA), comprising four Fife-based Registered Social
Landlords (RSLs), namely KHA, Fife Housing Group, Glen Housing Association and Ore Valley Housing
Association. This alliance works to provide new affordable housing in Fife. KHA is currently the lead
developer in Fife.

KHA uses budgeting, management accounts, key performance indicators and business planning tools to
measure the performance of the business against its stated objectives both in the short, medium and long
run. These indicators are reviewed regularly by KHA’s Governing Body and its Audit and Corporate
Governance sub committee and are reported to the SHR.
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Report of the Board of Management (cont’d)

Ki

The principal activities of Kl are to manage properties through leases and Scottish Assured Tenancy
agreements, relating mainly to properties leased to it but owned by KHA. Kl also provides development
services to third parties as well as undertaking any activities not allowed by KHA as a Scottish charity,

KSC
The principal activities of KSC are to provide support and care services to approximately 250 individual
service users across the Fife and Falkirk local authority areas under contract.

KSC was established during the 2016-17 financial year following an options appraisal of the Support and
Care business formerly undertaken by KHA. KSC took transfer of the contracts along with the staff from
KHA on 1% April 2017 when it commenced trading. The transactions relating to the period 2017-18 are in
respect of the first year of full trading of KSC.

Outturn and future plans
The Kingdom group of companies generated a net surplus for the period of £5.55 million.

The reserves of the Kingdom group of companies increased by the £5.55 million to £48.58 million as at
31*'March 2018. These outturn figures are positive and demonstrate that the Kingdom group of
companies remains financially strong.

The surplus generated in the year and the historic reserves earned to date are required to meet the future
commitments and obligations of the group to maintain the homes they rent at the Scottish Housing Quality
Standard and to deliver the Energy Efficiency Standard in Social Housing by 2020 whilst continuing o
manage the homes and deliver services to our customers.

In addition current and future surpluses along with the reserves are committed in our 30 year business
plan and this enables the Kingdom group of companies to maintain its objective of delivering new
affordable rented homes in and around Fife and the surrounding areas of Perth and Kinross and
Clackmannanshire for future tenants.

Governance
The management, control and services between the three organisations KHA, Kl and KSC are outlined in

the following agreements:

s Independence Agreement;
+ Members Agreement;
- & Services Agreement.

These agreements are reviewed on an annual basis to ensure the appropriate governance arrangements
are in place and are operating effectively.

The Governing Body of KHA is a Board of Management which has a minimum of 7 and a maximum of 15
members. As at the date of the statement of financial position, 31% March 2018 there were 10 Board
members (2017: 12}, there were no co-opted members (2017: 3), with a wide range of skills, knowledge
and experience.
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Report of the Board of Management (cont’d)

As at the date of the statement of financial position none of the Members was a tenant and one of the
Members was a sharing owner.

To support the Board of Management, we have established the following sub committees:

¢ Audit & Corporate Governance Sub Committee (A&CG);
» Senior Management Remuneration & Succession Planning Sub Committee (SMR&SP);
» Policy Sub Committee.

The Governing Body of Kl is a Board of Directors, which at the year end consisted of 5 Directors, one of
whom is the appointed Chairperson. One of the Directors is also a member of the KHA Board of
Management (lain Connelly) and one of the Directors is KHA Chief Executive (William Banks).

The Governing body of KSC is a Board of Directors, which at the year end consisted of 4 Directors, one of
whom is the appointed Chairperson. One of the Directors is alsc members of the KHA Board of
Management (Thomas Condie) and one of the Directors is KHA Chief Executive (William Banks).

There are clear reporting arrangements between the members of the group with minutes of the Kl and
KSC meetings being presented to the KHA Board and a standing agenda item on the Kl and KSC Board
papers for any items to be referred from and fo KHA. All governing bodies operate within agreed rules,
policies and financial regulations with delegated authority given to the Chief Executive and Executive
Management Team of KHA and KSC. Key performance indicators and regular operational reports are
provided to the boards of KHA, Kl and KSC to enable them to monitor progress in meeting the agreed
objectives.

The Group recognises that retaining and attracting Board members for KHA, Kl and KSC is a challenge for
those organisations. During the year a comprehensive governance review was undertaken to assess the
skill's, knowledge and experience available within the Boards and an action plan agreed to address any
gaps identified and agree the succession planning arrangements for the Board composition in each entity.
Strategy, Objectives and Business Review
Our Corporate Plan identifies our strategic objectives across all our areas of activity and during the year
we have successfully achieved and contributed towards our objectives.
This can be demonstrated through cur achievements in areas such as the following:

» Completion of 261 new affordable homes, for Kingdom and our partner organisations, (2017: 141);

« Providing high quality services to our tenants and other customers which is evidenced through high
satisfaction levels and good performance outpuis;

» Our Support & Care projects delivered services to circa 256 service users, (2017: 260);

s We have delivered on our financial plans and comfortably comply with all our loan covenants;
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¢ We have demonstrated innovation through the range of products and services we provide,
including the further expansion of mobile working arrangements which improve customer services
and provide organisational benefits of the increased use of digital solutions;

¢ We employ 158 (2017: 390) staff and offer good terms and conditions and for the last 15 years we
have maintained our Investors in People (liP} Recognition; and

¢ We recognise the risks and challenges facing us and we share experiences and good practice,
which raises our profile, promotes our work and builds on our reputation and the work of RSLs in
the sector.

Our Corporate Plan is monitored on an ongoing basis and fully reviewed each year to ensure our strategy
is updated to address the risks and further our objectives.

In addition to assessments of our performance against our strategic objectives, we have a suite of Key
Performance Indicators across all our areas of activity and this confirms high levels of performance that
are comparable with or befter than many other social landlords in the sector as sef out on pages 13 and
19.

KHA has a track record of collaborative working with partners and we recognise the success that can be
delivered through this approach. We also fully acknowledge the impact external factors can have on our
business and our understanding of environmental and economic factors is reflected in our business plan
and strategies.

We also recognise the range of stakeholders who have an interest in our work and have developed a
good understanding of their expectations.

We reviewed our development capacity during the year and this is reflected in our 2017 Corporate Plan,
where an increase in the provision of new supply affordable housing, has been planned over the next five
year period. :

We operate in a refatively uncertain environment and this is reflected in the assessments of the risks and
challenges we face. We have identified the strategic and operational risks and implemented mitigation
control measures to help us continue to deliver on our objectives and build our resilience to change as set
out on page 20 and 21.

KHA is an organisation that has grown and developed over the years and our business strategy identifies
our plans for continued growth over the next five years and the development of our activities to improve
our customer services.

Human Resources and Health & Safety

The human resources and health & safety services are provided by the Chief Executive’s Department and
are designed to support the governing bodies of the Group, Management and staff through the
development, implementation, monitoring and review of effective policies, processes and procedures, with
guidance and advice provided by experienced and gualified staff.

Attracting, developing and retaining employees who are committed to our business is key to our success.
It is important that we have mechanisms in place to identify and measure what motivates and excites
people to join and stay with our organisation. This information will help ensure that we target our
resources in developing or improving these areas and as a result improve both our atfraction and retention
rates.
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One of Kingdom’s strategic objectives is to be a good employer and part of our vision is to be an employer
of choice. Our values are reflected in CARES, Customer, Accountable, Respect, Efficient and Supportive
and these underpin how we aim to manage and develop our people.

We published our Gender Pay Gap report for both KHA and KSC in April of 2018. We were pleased that
KSC'’s gender pay gap, at -7.6% mean, was much closer to being gender balanced than the UK national
average. KHA, on the other hand, with a 20.2% mean gap, is a little above the UK national average. We
recognise the challenge in reducing cur gender pay gaps and we are taking actions such as reviewing our
approach to recruitment and selection and considering how we can attract people to under represented
rolesfievels.

We believe our people practices are sufficiently robust to protect the interests of the group. We have had
no Employment Tribunal claims lodged against us in the past year despite actively managing a humber of
absence and conduct cases including the need for several dismissals.

We continue to work on improving Kingdom’s employment proposition including:

¢ Promoting and encouraging employment opportunities for young people through various projects
which have resuited in us being accredited as an Investor in Young People, being shortlisted for
the CIH award for developing people and winning the Fife Business Award for Developing the
Young Workforce; ,

« Underfaking a variety of welibeing initiatives for our pecple which have resulted in us receiving a
Healthy Working Lives Bronze Award and we are now working towards a Silver Award;

+ Conducting a full review of all our people management policies;

« Creating a new employee appraisal system, underpinned by a competency framework which
reflects our corporate values, that will also altow us fo develop our approaches to succession
planning and talent management;

« Putting every line manager in KHA through an Institute of Leadership and Management {ILM)
accredited Management & Leadership course;

+ Relaunching the employee consultative bodies in both KHA and KSC; and

+ Implementing a culture change programme, driven by our Chief Executive, across the organisation.

Housing Management & Housing Stock

We own properties in Fife, Clackmannan, Falkirk and Perth and Kinross Council areas. We manage our
own stock in all of these areas except Perth and Kinross where we have a management agreement with
Fairfield Housing Cooperative.

We allocated 376 propetties in the period 1% April 2017 to 31 March 2018. This included 273 (2017: 269)
re-let properties and 103 (2017: 47) new build properties.

The average time taken to re-let properties was 28 days, (2017: 23 days). This was 5 days higher than the
average for the previous year, (2017:8 days). Statutorily homeless applicants accounted for 31% of
allocations which were made, (2017: 28%).

Gross tenant rent and service charge debt, including former tenant debt, stood at £567,403 at the 31
March 2018. This represents 3.91% of the annual debit, and indicates improved performance compared to
31% March 2017 when gross debt was 3.93%.
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In our 2017 customer survey, tenant satisfaction in relation to the rents being value for money was 85.5%
an increase of 5% from the previous survey in 2015-186.

An affordability assessment study was carried out in October 2017. This indicated that following a 2.5%
increase our rents were affordable to the majority of our tenants based on earned income. We support
tenants in accessing financial assistance to raise household income levels, for example though housing
benefit uptake where appropriate.

We have continued to respond to the impacts of Welfare Reform, ensuring that the organisation and
tenants are prepared for the future. We have assisted ienants to apply for and secure Discretionary
Housing Payments to offset the under occupancy charge where applicable. We have continued to support
tenants to secure the appropriate benefits and maximise their income so that we maximise rent collection.
We are now working to support tenants who are claiming Universal Credit.

Over the year we investigated 94 complaints of anti-social behaviour. We have resclved 93.6% of these
within our 20 day target.

During the year we continued fo develop our approach to tenant and customer participation. Our Customer
Scrutiny Panel completed a comprehensive scrutiny exercise, examining our landscaping services. The
panel also compieted the CIH Stepping Up To Scrutiny programme. We held our second successful
Tenant Gathering at Craigtoun Park, bringing together tenants and staff.

We have continued to provide factoring services to approximately 450 owners and sharing owners.
We have continued to promote MMR and bring additional MMR properties into management.
There are a number of risks and unceriainties as we move into the next financial year:

« Full service universal credit is now in operation across all our operational area. A significant
amount of work continues to been done to support tenants moving on to this benefit; and work will
continue over the coming year to ensure that we are in a position to maximise rental income;

+ The need for tenancy sustainment support is increasing and likely to continue to do so in the light
of welfare reform. Our tenancy sustainment worker and money advice /arrears officer help us fo
maximise our income and our customer's income as well as helping tenants to sustain their
tenancies;

« In response to a growing stock portfolio, and some external challenges such as the introduction of
Full Service Universal Credit, we continue to review our operations and to look for new ways o
develop efficiencies and drive service improvements.
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At the end of the financial year 2017-18 the Group was managing 4,400 properties, (2017: 4,098).
A breakdown of the stock in management is provided below:

Social rented 3,542
Shared ownership 247
Leased 33
Lead tenancies 50
Non self contained leased 9
Non self contained 2
MMR (managed by KI) 351
Kl owned properties 51
Managed on behalf of Fife Council 115
Total 4,400

During the year, Kingdom consulted with tenants on the annual rent increase and applied a rent increase
of 2.5% from 1% April 2017, (2016: 2.5%).

Kingdom, together with its partners will continue to develop the Fife Housing Register and work towards
involving other regional and national housing associations to make this register more effective and cost
efficient.

KHA's social housing stock comprises houses and flats, with around 56% represented by houses and 44% by
flats, (2017: 56% and 44%). Most of KHA’s housing stock has been built after 1982,

Kingdom Support and Care Community Interest Company (KSC)

In 2017-18 we continued to support approximately 256 individuals to live in their own homes in the
community, providing varying levels of support from a few hours per week to full 24/7 cover, including
sleepovers. In addition, we provided temporary accommodation and outreach services for people who
were homeless through the services at James Bank, Dunfermiine.

During 2017-18 , we expanded on the services in the Falkirk area, gaining around 389 hours per week and
have started work on implementing a further 112 hours for two services which will become fully operational
in 2018-19.

Within Fife, the hours of support have also increased throughout the year, however, we have also lost
hours as a result of deaths. This resulis in a net gain over the year of 496 hours per week.

Both Local Authority frameworks were due to be renewed in 2017-18 and we duly submitted tender bids
for both Fife and Falkirk. It was confirmed that we were accepted onto the Falkirk Framework and this new
contract became effective from 1 April 2018. We have also been accepted onto the Fife Framework and
this became operational from 28" May 2018.
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During 2017-18, we achieved the required uplifts from Falkirk Council to meet the increases to the Scottish
Living Wage. In Fife, whilst we achieved uplifts to cover the cost of the increases to the Scottish Living
Wage to staff for day hours, we did not achieve uplifts to cover these increases in relation to sleepover
hours. This resulied in a loss of income.,

Staff turnover in 2017-18 for Support and Care has remained at the same levels as 2016-17 at 24%,
(2017: 24.7%). This remains higher than we would wish and steps are being taken to reduce this. Factors
affecting turnover include uncertainty in the sector, low salaries and significant choice of providers and
alternative employment opportunities.

Sickness absence has reduced slightly, at 10 days lost per employee in 2017-18, (2016-17: 11.2 days).
This includes some long term absence for serious iliness, therefore affects the f;gures negatively, being in
relation to a small number of staff. However, it still remains a significant cost to the organisation and work
will continue to reduce this.

At the end of the financial year, KSC employed 211.76 FTE staff, (246 people).

We have continued to invest in training for staff and are well placed to meet the Scottish Social Services
Council registration requirements with approximately 75% of support workers having achieved or working
towards the appropriate qualification. All supervisory and managerial staff have or are actively working
towards the relevant qualifications and have completed registration. The percentage of staff with
appropriate qualification has reduced for a number of reasons, including turnover and growth, but is still
high in the sector. There is an ongoing development program which will ensure these rates are increased
over the coming year.

Further training for Managers in performance management took place in 2017 and we took advantage of
training through the Apprenticeship Levy funding in time management, coaching and IT skills for first line
supervisors and above.

The first Care Inspections took place as KSC and an improvement was seen when compared with
inspections undertaken in KHA In prior years, with all services gaining grades 5 or 6, good or excellent.

The financial out turn achieved has been less than forecast due to a number of issues, including:

* Increased cost in relation to payment of the Scottish Living Wage and not fully covered by Local
Authority uplifts;
High turnover of staff;
High sickness absence costs;
Loss of services due to death or increasing need requiring alternative care,
Non delivery of hours due to supported individuals being hospitalised or on holiday with family;
There has been full clawback of all monies by the Local Authority; however, the staffing costs are
still incurred; and
e« We delivered 95% on average of contracted hours across the year.

10
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Kingdom Initiatives Limited (Ki)
During 2017-18 Kl has continued to manage Mid Market Rent (MMR) housing but also sought to meet its
objective of developing its own housing stock.

As at 31* March 2018, 351 completed MMR properties are owned by KHA (2017: 256) and leased to KI.
Kl let the tenancies and is responsible for management and maintenance of the projects. Kl also leases
115 flats from Fife Council (FC), which are let as MMR tenancies, (2017: 45),

KHA has a programme of future MMR projects and as at the end of the year 2017-18 there were 13 units
on site, which will be completed during 2018-19 (2017-18: 81 units), Additional FC projects will complete in
2018-19 with 6 MMR properties being developed by FC which will be leased to K.

During the year Ki has completed a total of 47 new homes at Devilla, Kincardine. The Devilla project also
provides 16 new homes for sale, supported by Partnership Support for Regeneration (PSR) funding and
31 new MMR tenancies. The Devilla project is being developed in partnership with KHA who have built 2
new Sccial Rent homes at the site.

Development

Most of our development activity is in Fife, but our areas of operation extend into adjacent Local
Authorities and it has been another active year in respect of our Development Activity, where we continued
to provide a new supply of affordable housing to meet a wide range of housing needs.

We can demonstrate strong results across development Key Performance Indicators (KPIs) and our track
record, experience and history of collaborative working contributes to our delivery of a successful
development programme,

During 2017-18 KHA invested £33.55 million (2017: £21.29 miillion} in new development projects for
Kingdom and our partners, with £22.23 million (2017: £15.25 million) being provided in subsidies from the
Scottish Government and Local Authorities. The investment in new supply housing resulted in Kingdom
starting on site with 362 new units (2017: 425 units) and we completed 261 units (2017: 141 units) during
the year as part of the development programme we manage.

Our Corporate Plan identifies our objective of continuing to provide new affordable housing, which
contributes to meeting the growing housing need across all our areas of operation. During the year we put
in place a strategy to significantly increase our outputs over the next five years.

While the priority is predominately the development of new social rented provision, we also recognise
there is a high demand for other affordable housing tenures. The need for intermediate rented housing

is addressed through provision of MMR homes. During the year we completed 95 MMR properties as part
of the development programme in Fife (2017: 15).

Collaborative working is an approach that we have adopted for many years. It builds productive
relationships, spreads and reduces risks and provides opportunities for us which would not easily be
pursued as a lone venture. In respect of our development activity we have maintained excellent working
relationships with the Scottish Government, Local Authorities and Partnering Housing Associations, which
has allowed us to maximise available funding.

11
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We actively participate in a variety of strategic development groups including the following:

Affordable Housing Policy and Pelivery Groups;
Strategic Housing Investment Programme (SHIP);
Strategic Local Programme (SLP) Groups;

Local Housing Strategy Implementation Groups;
Local Authority Housing Partnerships.

Through our involvement in groups such as the above, we are able to share our experience and influence
future strategy within our areas of operation. We have continued the good partnership working
arrangements we have with the other Fife based Registered Social Landlords (RSLs), as part of the Fife
Alliance arrangement. We have a similarly successful relationship with Fairfield Housing Co-operative in
Perth and with Ochil View HA in Clackmannanshire.

¢ ®» e ©° ©

These arrangements allow us to deliver procurement efficiencies and provide mutual benefits for all
parties. Other successful collaborative relationships include the contract arrangements with our
contractors and consultants, other public and private sector organisations and various community
partnerships with a range of groups.

Maintaining high quality standards is a key objective that results in high guality housing and reduces our
long term management and maintenance costs through lower turnover, reduced reactive repairs, voids
and housing management costs and enhanced component life cycles. High quality helps sustain
tenancies, improves tenants’ health & weli-being and addresses issues associated with fuel poverty. The
projects we developed were designed and built to fully meet Housing for Varying Needs Standards and
Secured by Design accreditation. The majority of our projects secured enhanced greener standard
subsidy, which allowed us to achieve elements of the building regulations Silver Standard for
Sustainability.

We carry out post completion satisfaction surveys with cur new tenants and residents on all our completed
developments. The survey for projects completed during the year has confirmed an excellent 38% overall
satisfaction level with the quality and design of the new homes; the target to be achieved was 93%.

Development of new housing entails risks and uncertainty so we have robust procurement and project
management processes to mitigate the risks and contribute towards our cuicomes. During the year we
continued to use the Brixx Development module, which has allowed us to test different development
scenarios and improve our project financial appraisal methodology, demonstrating viability and
sustainability over the longer term.

Through our development and financial appraisal processes we have managed te improve project viability,
through demonstrating the need for enhanced benchmark subsidies and securing additional funding,
where necessary, to achieve optimum funding levels.

Although various factors impacted on our developrent programme during the year, which resuited in
delayed project starts and slippage, it has been a successful year for new housing development. In
addition 1o the increased project completions and new site starts, we have continued to develop proposals
for our pipeline programme, which will assist us in achieving our development objectives in the future.

12
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KHA measures its performance by reference to a number of KPIs, based upon data maintained for
performance management purposes and included in the Annual Return on the Charter (ARC), to the

Scottish Housing Regulator.

A summary of the main development KPls is as follows;

Actual Target Actual
2018-17 2017-18 2017-18
Site Starts (new supply) | 425 units | 348 units | 362 units
Site Completions (new supply) | 141 units | 248 units | 261 units
Starts and Completions | 566 units | 596 units | 623 units

The 2017-18 year was again a marked increase on the previous year outcomes. It was an excellent
outcome to achieve and exceed both the start and completion targets for the year.

Asset Management
Maintaining our housing stock to the highest possible quality standards is a key priority for us and this is
reflected in our Asset Management Strategy, through our approach to areas such as:

+ Design criteria for new affordable homes which incorporates durable components that provide
good replacement life cycles;

+ Quality reactive repairs services and voids turnaround times and standards;

» Planned replacement and improvement programmes; and

s Reactive and proactive customer services, which maintain high levels of satisfaction.
We operate an in-house repairs service which does most of our building repairs including our reactive and
emergency repairs. The service includes a small repairs team who carry out our kitchen replacements
programmes and property adaptations. This year using both our in-house service and contractors we
carried out a fotal of more than 12,124 repairs to our social rented properties (2017: 12,348) of which
2,611, (2017: 2,324) were emergency repairs.

The use of the in-house services has provided us with more control over maintenance scheduling,
achieved cost efficiencies and increased our customer satisfaction levels.

We measure our performance across all repairs categories and examples of the main performance
outputs are summarised below:

Actual Target Actual

2016-17 | 2017-18 | 2017-18
Emergency repairs (response target % achieved) 96.95% 95.00% 94.81%
Average time to complete an emergency repair (hours) 2.05 hrs - 2.21 hrs
Routine Repairs (response target % achieved) 89.51% 87.00% 90.30%
Average time to complete Routine repairs (days) 6.17 - 5.96
Repairs appointments kept 95.03% - 95.92%
% properties with valid and current gas safety certificates | 100.00% | 100.00% | 99.97%

13
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Whilst the above results are good in comparison to many of our peer RSLs, we operate within a
performance culture of continuous improvement and aim to improve on these in the future.

During the year we maintained our Scoftish Housing Quality Standard (SHQS) compliance and continued
to work through our programme of works to bring all of our properties up to the Energy Efficiency Standard
for Social Housing {(EESSH).

Satisfaction with our repairs service has continued and during 2017-18, we recorded a 92.03% (2017
91.81%) satisfaction level for the overall repairs service provided to our tenants.

Our appointments system has been further developed during the year with a further increase in the
number of appeintments offered to tenants.

The key risks and constraints which could impact on our repairs services have been identified and control
measures have been introduced to mitigate the risks such as recruitment and retention of suitably skilled
and qualified staff as well as an apprentice programme.

Our priorities for the next year focus on improving ocur services to tenants, business development and
planned stock improvements. Efficiencies and process improvements will also be introduced in the future
through the use of mobile working technologies and systems.

Sustainability is a key priority for KHA and our approach to asset management contributes to this through
our design standards, component selection and repairs setvices and assists both environmental and
tenancy sustainability.

Kingdom Group’s mission is to provide “more than a home” and KHA meets this through a range of
services which provide added value.

Care and Repair

KHA has been managing the Fife Care and Repair Project for 23 years. The service has evolved from its
inception and in 2010 it was appointed by Fife Council o manage and commission all of the major,
permanent disability adaptations in the private sector.

The adaptations are grant funded on an individual basis, the clients firstly having been assessed by
Occupational Therapy as having a requirement for an adaptation that will make daily life easier and allow
them to continue to live in their own home for longer.

During 2017-2018 Care and Repair completed 294 major permanent adaptations (2017: 276) in the
homes of disabled homeowners allowing them to five longer and safer in their own homes and
communities. Allied to the adaptations work the service also carried out improvements to 199 of the 294
(2017: 84) properties as they failed to meet the Tolerable Standard.

The Small Repairs Service carried out 836 jobs (2017: 816) which helped older homeowners maintain the
fabric of their properties as well as fitting security devices such as spy holes and safety chains. The annual
Satisfaction Survey Report continues to show very high levels of satisfaction for Care and Repair and
Small Repairs at 98% and 99% respectively, (2017: 98% and 100%).
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Community Initiatives

We deliver various projects that provide potential benefits to our tenants and residents who live in the
communities where we operated. Examples include education initiatives in local schools, support to
comimunity groups, energy advice services and public art and financial inclusion projects.

This approach has been very successful to date and will be further enhanced in the future through the
formalisation of Community Benefits clauses in our procurement and contract documents.

Charitable Fund and donations

During the 2017-18 year Kingdom supported many organisations donating £8,550 (2017: £4,348) from the
Community Initiatives Fund and £4,527 (2017; £1,340) from the Common Causes Fund, including annual
gata fun day events throughout Fife.

Kingdom helped Silverburn in Leven regenerate a sensory garden and assisted Cupar community council
install handrails at the War memorial. Kingdom also provided funds for equipment for a local playground in
Lochgelly as well as sponsoring music events and sports feams.

Our Power

Kingdom is a member of “Our Power” which is an energy supply company, registered as a Community
Benefit Society that has been established by a number of Scottish RSLs with an aim to help alleviate fuel
poverty, using their combined buying power and customer base. The Group’s financial risk is limited to its
initial membership fee and Our Power does not distribute profits to members.

During the year Kingdom’s wholly owned subsidiary company Kingdom [nitiatives invested £15,000in a 3
year, 6.5% interest bearing bond to support Our Power in its next stage of development and evolution.

Fife Works
Fife Works is one of our community benefits initiatives and is our employability project. The highest risk to
the project is the refiance on funding to support the initiatives and this is an area we fully recognise.

We have a successful track record of securing funding and we have already secured funding to take us
into the summer of 2019.

We will continue to identify and source funding that will extend the projects beyond this date. We are
investigating processes that will mainstream many of the activities into the advice and assistance services
we provide to tenants.

During the year Fife Works assisted over 431 people in our communities (2017: 466) and helped 291
people to access employment (2017: 275).

Information Communication Technology
During the year ‘My Kingdom’ customer portal was launched to provide customers 24/7 access and a new
texting system implemented with a focus on Repairs appointments and reminders.

A cloud based Unified Communications system was implemented to improve external and internal
communication and mobile working continued to expand with 500 mobile devices supported (2017: 450),
During the year Kingdom tendered for a cloud based HR and Payroll system which will be implemented
during 2018-19.
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Financial Report

Financial Reporting Standard 102/Statement of Recommended Practice 2014
This is the third period under which financial reporting has been made using the application of FRS102
and the consequent Statement of Recommended Practice for Registered Social Landlords 2014.

Treasury and loans

KHA carries out its treasury activities within the framework of an approved Treasury Management Policy,
including the minimum and maximum amounts of loan finance that may be set at fixed and variable rates
of interest. The Treasury Management Policy allows a maximum of 75% and a minimum of 45% at fixed
rates of interest. As at 31 March 2018 KHA had 63% (2017: 47%) of its loan porifolio at fixed rates of
interest,

KHA is taking advantage of the low London Inter Bank Offer Rates (LIBOR) and base rates on offer on its
variable rate debt but recognises the risks attached to that where the next interest rate movement is likely
to be upwards. KHA will therefore seek to fix more of its debt interest costs moving forward gaining
certainty on those costs. The weighted average cost of funds of all KHA's borrowings is 2.27%,

(2017: 2.30%).

KHA's lenders have set minimum levels of interest cover (operating surplus/ interest payable) that must be
met. The level of interest cover at 31 March 2018 was a minimum of 410% (2017: 524%), significantly
higher than the minimum level required by the lenders’ financial covenant test of 115%.

KHA's fenders also require a gearing covenant test (debt/net worth) to be met with no more than 40%, this
being the lowest of all lenders and therefore the threshold. KHA's gearing as at the year end was 25.74%,
which was significantly below the maximum threshold.

KHA undertook during 2015-16 a whole stock loan security valuation exercise. The ouicome of that was
that KHA has secured 2,098 properties to its lenders under both Existing Use Value —~ Social Housing and
Market Value-Subject to Tenancies amounting to £100 million in security value. Since that time the new
stock developed has been added to the unencumbered security pool. The asset cover in place against
borrowings exceeds the minimum asset cover tests by more than 10% across all existing loans.

All covenants with all lenders were therefore met during the period.

During 2017-18 KHA entered in o a new loan agreement for £5.0 million with the Allia Scottish
Government bond in the final quarter of 2017-18 to fund new development. This takes the unsecured Allia
borrowing to more than £15 million. KHA drew down the remaining £5 million of its facility with Abbey
National Treasury Services ple, part of Santander UK plc during the period.

At the year ended 31° March 2018 the Group had £17.30 million (2017: £14.97 million) in cash at bank,
KHA had £15.41 million cash at bank (2017: £12.22 million).

The RBS facility of £10 million which was due to expire in October 2017 has been extended by mutual
agreement for a further 12 month period.

KHA has post the statement of financial position date secured significant additional committed private
finance of £85 million to support the next 2 to 3 years of its business plan. That additional private finance
will be used to repay the RBS loan which is due for repayment in 2018-19 and support the development of
1,100 new homes which is part of the overall 5 year plan for Kingdom to build 2,000 new homes for itself
and support the development of almost 700 new homes through the FHAA,
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Statement of Comprehensive Income

The Kingdom group of companies

Group turnover for the year was £30.86 million (2017: £25.2 million) offset by operating costs of £23.40
million, (2017: £18.81 million). After paying loan interest of £1.78 million (2017: £1.76 million) including an
unwinding of discount of £30k (2016: £161k) in respect of the pension provision, adding net gains on sales
of £36k (2017: £119k), receiving interest of £8k (2017: £35k) giving a surplus for the year before taxation
of £5.72 million, (2017: £8.53 million). After provisions for the payment of tax the surplus after taxation
was £5.55 million, (2017: £8.5 million).

KHA

KHA’s turnover for the period was £22.29 million (2017: £24.82 million) offset by operating costs of £14.98
million (2017: £18.56 million), creating an operating surplus of £7.32 million, (2017: £10.0 million). After
paying loan interest of £1.78 million (2017 £1.76 million), adding gains on sales of property of £50k (2017:
£109k), deducting net losses on disposals of other fixed assets of £15k (2017: gain £10k), receiving
interest of £8k (2017: £35k) giving a surplus for the year before taxation of £5.58 million, (2017: £8.40
million). As KHA is a Scottish charity it is exempt from corporation tax on its activities however during the
period taxation arose on Feed in Tariff energy generation which was not exempt. The taxation covered
periods from 2013-14 to 2016-17 and amounted to a tax charge of £124k which together with the charge
for the year of £22k this year’s tax charge totalled £146k. Accounting for the tax due realised a surplus of
£5.43 million for the period, (2017: £8.4 million).

During the period rents were increased for 2017-18 by 2.5% and 189 new properties came in to the letting
pool during the year. Void performance remains low at 0.81% of rents receivable, (2017: 0.36%).

Management and maintenance administration costs per unit were higher than the prior year at £1,136 per
unit (2017: £980). The higher costs were as a result of investment in additional overheads such as new
vehicles and staffing resources associated with this activity. The routine and cyclical repair and
maintenance cost was £897 per unit, (2017: £669 per unit).

The bad debts performance has increased compared to the prior year but continues to remain low
accounting for 1.00% of rent receivable {(2017: 0.66%). This is despite the Association taking a prudent
view on writing off and providing for bad debts at the year end and the launch of Universal Credit in the
final quarter of the period.

The Group received trading income from the established renewable energy equipment as a result of Feed
in Tariff agreements.
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Statement of Financial Position

The Kingdom group of companies

The fixed asset base of the Group continues to grow with the development of new units with grant funding
to £313.37 million, (2017: £282.11 million). The Group holds a small number of properties for sale to
FHAA partners amounting to £344k, (2017: £2,358k). The level of the stock of materials is similar to prior
year at £0.19 miilion, (2017: £0.19 million).

The high cash holdings of the Group at £17.30 million (2017: £14.97 million) are a reflection of the prudent
forecasting but also defays in planned development expenditure where funds had been drawn in
anticipation of expenditure that did not occur. Trade debtors and other receivables are £4.04 million,
(2017: £2.49 million). The Group reserves now stand at £48.58 million, (2017: £43.03 million).

The Group met its annual historic deficit recovery plan payment cost of £0.64 million for the pension
scheme during the year and plans further payments up to 2022 of similar amounts to clear the deficit.

KHA

The fixed asset base of KHA also continues to grow with the development of new units with grant funding
{0 £308.59 million, (2017: £279.30 millien). KHA holds a small number of properties for sale io FHAA
partners amounting to £344k, (2017: £2,358k). The level of stock of materials is similar to prior year at
£0.19 million, (2017: £0.19 million).

The high cash holdings of KHA at £15.41 million (2017: £12.22 million) are reflective of the delays in
planned development expenditure where funds had been drawn in anticipation of that expenditure that did
not occur. Trade debtors and other receivables includes the inter company lcan to Ki of £2.62 millicn and
are therefore higher than the prior year at £6.69 million, (2017: £5.30 million).

Long term borrowings increased as a result of further debt draw downs during the year and amount to
£60.98 million, (2017: £57.26 million). Deferred capital grants increased to £197.43 million

(2017: £179.69 million) as a result of new stock being developed and provisions have reduced during the
year to £2.6 million, {2017 £3.23 million).

The KHA reserves now stand at £47.30 million, (2017: £41.86 million).

The Environment & Sustainability

The Scottish Government is committed to sustainable development and reducing the impact of climate
change and this aim is shared by KHA. The Group endeavours to meet Government policy requirements
and aspirations in the provision of all of its services and has a Sustainability Policy which covers all areas
of operation and includes environmental targets and objectives that are reflected in both the new build
housing and maintenance programmes.

Sustainability extends beyond the physical housing and this is also recognised through the Wider Role
and Fife Works community initiatives managed by KHA. This holistic approach has influenced the various
wider role and housing projects developed, the progress made with improvements to the existing stock,
including an investment in renewables technologies as part of the new build and existing stock
improvement programmes.

KHA has been recognised through various awards for the environmental and sustainability work it has
progressed.
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Key Performance Indicators (KPIs)

KHA measures its performance by reference to a number of KPls, based upon data maintained for
performance management purposes and included in the Annual Return on the Charter (ARC), to the
Scottish Housing Regulator. A summary of the main KPls is as follows:

Actual Actual Actual Target Actual

2014-15 2015-16 201617 2017-18 2017-18
Void loss [as per ARC report] (%) 0.50% 1.01% 0.44% 0.75% 0.61%
GQZC)JSS arrears - all tenants [as per ARC report] 5.60% 4.45% 3.93% 2 70% 3.91%
Average re-let time [as per ARC report] (days) 27 days 31 days 23 days 26 days | 28.53 days
Staff costs: Turnover o o o o o
(excluding developments for sale) (%) 39.05% 36.86% 37.51% 23.98% 24.32%
Sickness absence (days per employee) 13.30 12.50 11.20 7.50 7.84
Management & Maintenance Administration costs
per unit (£) £789 £773 £980 £822 £1,005
Routine Maintenance costs per unit {£) £741 £719 £669 £331 £767
Properties meeting SHQS requirements (%) 93.40% 100.00% 100.00% 100.00% 100.00%

Void joss performance deteriorated marginally year on year but met the target for the year. Owing to
proactive assistance services the arrears performance is positive year on year although not quite at the

target figure.

Average re-let times have deteriorated against target and is above last year's performance.
Staff costs as a proportion of turnover are marginally above the planned objective. Sickness absence
levels remain marginally higher than target whilst an improvement over last year.

KHA fully complied with the SHQS by the deadline set by Scottish Ministers taking account of exemptions
and abeyances. The emergency repair service response times exceeded targets and improved on last

year.

Financial Review & Going Concern

At the year end the Group’s reserves amounted to £48.58 million, (Association: £47.30 million). During the
year the Group created a surplus of £5.55 million, (Association: £5.43 million).

The Board is of the opinion that KHA will be able to continue its operations for the foreseeable future,
based upon consideration of long term financial plans and the availability of loan finance at affordable
rates of interest and repayment periods that are appropriate for KHA’s business. At 1% April 2017 KHA
had £5 million in committed funding available to draw against. In addition a loan with RBS which was due
to mature in October 2017 was extended in June 2017 for a further 12 months by mutual agreement. In
June 2018 KHA secured a private placement investment of £85 miillion from institutional investors with an
immediate draw down of £35 million and a second drawdown in June 2019 of £50 million.

As such the going concern basis of accounting has been adopted in preparing these financial statements.
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Reserves
The Group revenue reserves represent the accumulated surpluses of KHA and the post-acquisition
reserves of its subsidiaries, Kl and KSC.

Staffing
At 31°* March 2018 the full time equivalent number of employees in the Group is 345 (2017: 331) and in
KHA is 147, (2017: 331).

KHA is committed to involving and seeking the views of its employees, particularly on matters of concern
to them. There are communication and consultation processes in place which are used to inform staff of
decisions that have been made and to provide information on the general development of KHA. These
communication processes include the issue of staff bulletins, access to a range of different documents on
the wide area network, operational group and team meetings, staff away days and, through a Joint
Consultative Group, comprising management and elected staff representatives.

We value inclusion and diversity in our workforce and are currently modernising our policy and procedures
in this area.

Risk Management

The Group recognises its moral and statutory duty of care to its customers, employees and assets. It
meets this duty by ensuring that risk management plays an integral part in the management of the Group
at a strategic and operational level. Risk management is set out in the Group’s Risk Management policy.
It is a participative process, involving the input of the Board, senior management and all staff. The Group
aims to make all employees aware of risks through training and communication.

The Board employs external internal auditors to carry out reviews to cover areas of Group operations
identified by reference to risk registers maintained by the Group and agreed with the Audit & Corporate
Governance sub-Committee. '

KHA has a number of insurance policies in place transferring key risks that the Group are exposed fo.
Key strategic risks include the Group’s sensitivity to changes in government policy, particularly with regard
to making funding available for affordable housing, the availability and cost of loan finance, the deficit in
the Scottish Housing Associations’ Pension Scheme, welfare reform and high inflation.

A more recent key risk is the ONS reclassification of RSLs. The Group mitigates risk through the use of

strong planning disciplines, monitoring of key performance indicators and the development of alternative
business models which place less reliance on government subsidy and a review of its cost base.

20




Kingdom Housing Association Limited
Report and Financial Statements
for the year ended 31° March 2018

Report of the Board of Management (cont’d)
The table below outlines the key strategic risks faced by KHA, the inherent risk and the residual risk after
the application of operational management and monitoring tools referred to above.

. Inherent risk Residual Risk

Key risks

level Level
Reduced private finance availability Minor Minor
Increased cost of finance Serious Minor
Reduced grant funding for new development Serious Moderate
Increased Voids Serious Minor
Increased cost inflation Minor Minor
Failure to optimise existing IT Serious Minor
Welfare reform impact on tenancy sustainability Serious Moderate
Pension costs Serious Minor
Weak governance Serious Moderate
New entrants increasing competition in social housing Serious Moderate
New entrants increasing competition in support and care | Serious Moderate
Risk of rent controls Minor Minor
Increased sustainability requirements Serious Moderate
Fraud Critical Moderate
Increased employment legislation increasing costs Serious Moderate
ONS reclassification Serious Serious

Key Policies

Rents

Rents are set by KHA using a points-based system that takes account of a number of attributes of each
property. KHA is able to maintain its rents at a lower level than an equivalent market rent due to its ability
to obtain subsidy from the Scottish Government and the local authorities. The subsidy provides an
interest-free portion of the finance required to develop housing for rent and shared ownership.

Rental increases are determined by the Board having consideration to affordability based on an
independent affordability analysis, the effects of inflation on our cost base as well as ensuring we can
meet our future maintenance and repair obligations and new stock development objectives.

During 2014-15 KHA completed a comprehensive review of rent affordability and a rent structure review
implementing a revised structure of rents across all its housing stock for the financial year 2015-16.

KHA determined that as the restructuring of rents was taking place during 2015-16 and that had
favourable and adverse ramifications for many tenants that the general rent increase would be limited and
therefore KHA raised rents by 0.5% for the 2015-16 year. KHA determined using a similar approach that
in 2017-18 rents rose by 2.5%. KHA has implemented a rise in rents of 2.5% for the 2018-19 financial
year.
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Maintenance
KHA has an Asset Management Strategy, which covers alt owned and managed housing stock and other
properties and facilities.

KHA seeks to maintain its properties to the highest standards. This is achieved by medium term
programmes of cyclical repairs arising from the predictable deterioration of building components. The cost
of these repairs is charged to the statement of comprehensive income. KHA has a loeng-term programme
of planned repairs to replace major components that have reached the end of their life cycle, including
works set out in legislation, the cost of which is capitalised in accordance with current accounting
standards applicable to registered housing associations.

KHA has a legal obligation to ensure that all of its properties remain at the SHQS. In addition KHA will be
expected to meet the EESSH by 2020.

Plans for the Future
KHA remains committed to three main aims of;

¢ Managing and maintaining the existing property portfolio;
s Expanding the property portfolio through development of new properties; and
+ Providing suppert and care {o people with particular needs.

KHA is continuing to face a number of significant challenges, among them, public sector funding
pressures and welfare reforms affecting our tenants.

KHA will seek to optimise the development of new properties within the constraints set by the levels of
subsidy and a level of borrowing that can be serviced in accordance with the various conditions set by its
lenders. KHA will continue with the preferred partner arrangements with the FHAA in Fife and will form
appropriate alliances and partnerships in areas where it considers it is able to provide housing for its target
client group.

The Group has development plans for the next 5 years which include more than 2,900 homes being built
by the Group for affordable housing letling along with FHAA developments. This will lead to a significant
future private finance requirement over that period of which £85 million has already been secured. KHA
will return to the financial markets for further funding in due course.

Creditor Payment Policy

KHA realises the importance of making prompt payment to its suppliers and has a policy to settle all
purchases within 30 days, although some payments are made more quickly in order to comply with
specific creditor terms.

During 2017-18 KHA settled 11,512 invoices (2017: 11,855), of that number of invoices 64.40% were paid
within 30 days of the invoice date (2017: 58.09%) however 85.57% were paid within 30 days of receipt
(2017: 82.32%). KHA paid no late payment interest fo any supplier.

22




Kingdom Housing Association Limited
Report and Financial Statements
for the year ended 31° March 2018

Report of the Board of Management (cont'd)

Kingdom itiatives Limited

The main activity of Ki during 2017-18 is the management of Mid Market Rented Housing (MMR). As at the
date of the Statement of Financial Position, 31%' March 2018, Kl owned 51 properties in its own right which are
rented (2017: 20), of which 12 are leased to KHA for lead tenancy purposes (2017: 12).The properties owned
by Ki strengthen the asset base and contribute to meeting affordable housing needs.

Kl owned and managed 517 units (2017: 321) of which 351 MMR units are leased to them by KHA (2017:
301). KHA completed the projected development during the year of 30 MMR units which were leased to Kl for
letting. Of the properties in management 51 are owned by KI (2017: 20), 351 are owned by KHA (2017: 256)
and 115 by Fife Council (2017: 45). Kl let the tenancies and is responsible for the management and
maintenance of the properties in accordance with lease agreements between them and the landlords.

During the reporting period, Kl has developed a site in its own right at Devilla in Kincardine, Fife which
included the MMR development of 31 units, which are owned and let by KI, and 16 units of Partnership
Support for Regeneration (PSR) which was developed for sale by Kl to specific groups. The PSR properties
were all sold during the period.

The Board of Kl has also agreed in 2017 to an inter-company borrowing facility of £2.62 miffion from KHA to Kl
to facilitate the development of the Kincardine site. That facility is not secured by properties but is supported
by a floating charge over all Kl assets. The facility is for a 10 year term with a fixed interest rate of 4.5% per
annum. The facility is, as at the date of the Statement of Financial Position, fully drawn down.

KHA has a programme of future MMR housing developments for 2018-19 and expects that by the end of
2018-19 a further 15 units will be handed over by KHA for Kl to manage.

The MMR portfolio of properties leased and managed by KI does not rely on capital investment or Kl
ioans, which is low risk.

Kl has bank loans amounting to £92,267 which are all LIBOR linked loans (2017: £102,368). The weighted
average cost of funds on those loans is 1.27% and the Joans are amortising until 2028. Kl also has an inter
company loan of £2,620,000 with KHA at 4.5% fixed which has a bullet repayment at the end of the 10 year
term on 1% March 2026. Kl as at the year ended 31% March 2018 had cash at bank of £1,536,155

(2017: £2,755,572).

During 2017-18 the KHA Group Corporate Plan has been developed and proposals have been identified which
will provide opportunities for Ki to expand current activities and introduce further business development
initiatives, in the future. The current projections are that over the next five years Ki will develop up to
approximately 40 units per annum in its own right.

Kl does not employ staff and receives services from KHA under a service level agreement. There is a Kl
Independence Agreement, however KHA exercises control over Kl by approving the business plan and
budget and reviewing this on a quarterly basis. Board members of Kl are also approved and can be removed
by KHA. Kl currently has 5 appointed Directors; David Little (Chairperson), Derek Helmore, lain Connelly,
Garry Dickson and William Banks, who is also the Chief Executive of KHA.

During the year to 31% March 2018 Kl made a surplus after finance income and charges, but before taxation,

of £236,819 (2017: £140,428). The surplus generated after planned taxation charges is £212,095 (2017;
£110,161).
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During 2017-18 Kl setfled 749 invoices, of that number of invoices 59.55% were paid within 30 days of the
invoice date however 85.05% were paid within 30 days of receipt. Kl paid no late payment interest to any
supplier.

During the year Kl made an investment in Our Power of £15,000. That investment is for a three yearterm and
bears a projected interest rate of 6.5%. The Ki Board determined that as the investment is unsecured that it
should be fully impaired.

Kl determined that it would gift aid £36,087 to KHA from the 2016-17 surplus and this movement was effected
during the 2017-18 period.

Kingdom Support and Care Limited
KSC commenced trading on 1% April 2017. The new company was established with an initial equity
investment from KHA of £100. This equity investment was subsequently increased to £427,000 by KHA.

KSC has on going contracts with Falkirk and Fife Council for the provision of support and care services. KSC
expects that continued growth of activities will be seen in both areas during 2018-19.

In 2017-18 KSC continued to support approximately 256 individuals to live in their own homes in the
community, providing varying levels of support from a few hours per week to full 24/7 cover, including
sleepovers, In addifion, we provided temparary accommeodation and outreach services for people who were
homeless through the services at James Bank, Dunfermline.

During 2017-18, we expanded on the services in the Falkirk area, gaining around 389 hours per week and
have started work on implementing a further 112 hours for a services which will become fully operational in
2018-19. Within Fife, the hours of support have also increased throughout the year; however, we have also
lost hours as a result of individuals passing away. This results in a net gain over the year of 496 hours per
weekK.

Fife Council's contracts ended in May 2017 but confract extensions were negotiated to ensure continuity of
service delivery. The procurement of new contracts by Fife Council was commenced in March 2018, with the
results known on the 17" May 2018. The Falkirk contract, due to expire in September 2017 was extended until
31% March 2018 and a tender process was undertaken with new contracts due to begin on 1% April 2018.

KSC has been successful in being accepted onto both Fife and Falkirk Frameworks faor the next three years.

KSC’s most impartant asset is its people and during 2017-18 KSC committed to the implementation of the
Scottish Living Wage (SLW) across its services with the support of its contracting clients. Although additional
funding was secured through negotiation with contracting clients, the timing and levels of increases agreed
have impacted on the surplus for the trading year. In this period, two increases to salaries were approved to
meet the SLW requirements. This has also had an impact on the surplus for the frading year The 2017-18
period was is the first year of operations for KSC under which significant work was undertaken to ensure that
KSC attempted to deliver modest operating efficiencies during the 2017-18 period to strengthen its financial
position. Although efficiencies in processes have been achieved, the financial impact of this has not been seen
to date, due to the level of work required following the transfer of tasks from KHA to KSC.

KSC has adopted the Kingdom Group policies where appropriate and has developed specific policies of its
own o ensure appropriate operating procedures and guidance is in place.
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KSC underwent the first inspections from the Care Inspectorate in March 2018 and grades of 5 (Good) and 6
(Excellent) were achieved across the board. Individual service gradings are as follows:

Care at home and Housing Support 1
Quality of support — 6

Quality of staffing — 6

Quality of leadership and management — 5

Care at home and Housing Support 2
Quality of support — 6

Quality of staffing — 6

Quality of leadership and management — 6

James Bank Housing Support

Quality of support - 5

Quality of staffing — 5

Quality of leadership and management — 5

Due to having no clients in the two registered services for Children and Young People, these were given
inactive status by the Care Inspectorate and will be made active again in 2018-19.

The company has generated an operating deficit as at 31 March 2018 of £56,435 (2017: deficit £3,925). That
deficit is reflected in the deficit in revenue reserves during the period of £61,941 although this is offset by the
share capital of £427,000 making reserves of KSC £365,059 (2017 £423,025).

During 2017-18 KSC settled 471 invoices, of that number of invoices 78.34% were paid within 30 days of
the invoice date however 94.90% were paid within 30 days of receipt. KSC paid no late payment interest
tc any supplier.

Statement as to the disclosure of information to the auditors

The Board Members 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 Board Members has confirmed that they have taken all the steps that they ought to have taken as Board
Members in order to make themselves aware of any relevant audit information and to establish that it has been
communicated to the auditors.

Auditors
In accordance with the Companies Act 2006, a resolution for the reappointment of RSM UK Audit LLP, as
auditors, will be proposed at the Annual General Meeting.

By Order of the Board

Freya Lees
Chairperson
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Statement of Board of Management’s responsibilities under the Co-operative and Community
Benefit Societies Act 2014 for a registered social landlord (RSL)

The Co-operative and Community Benefit Societies Act 2014 and registered social housing legislation
require the Board to prepare financial statements for each financial year, which give a true and fair view of
the state of affairs of the RSL and of the surplus or deficit for that period. In preparing these financial
statements, the Board is required to:

o select suitable accounting policies and then apply them consistently;
* make judgments and estimates that are reasonable and prudent;

¢ state whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

¢ prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the RSL 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 RSL and to enable it to ensure that the financial statements
comply with the Co-operative and Community Benefit Societies Act 2014, the Housing (Scotland) Act 2010
and the Registered Housing Associations Determination of Accounting Requirements 2014, itis
responsible for safeguarding the assets of the RSL and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

The Board are responsible for the maintenance and integrity of the corporate and financial information on
the website. Legislation in the UK governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.

By order of the Board

Freya Lees
Chairperson
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Board of Management’s Statement of Internal Financial Control

The Board acknowledges its ultimate responsibility for ensuring that KHA has in place a system of controls
that is appropriate for the business environment in which it operates. These controls are designed to give
reasonable assurance with respect to:

the reliability of financial information used within the RSL, or for publication;
the maintenance of proper accounting records; and
the safeguarding of assets against unauthorised use or disposition.

Itis the Board’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
or failure to meet objectives. Key elements of KHA's systems include the following:

a)

b)

g

h}

An appropriate control environment has been created by careful recruitment training and appraisal
of suitably qualified staff and provision of comprehensive guidance on the standards and controls
in the form of formal policies and procedures to be applied throughout KHA.

The system of internal financial control has been developed to ensure it monitors control, supports
the achievement of KHA’s aims and abjectives and safeguards its assets.

Management information systems have been developed to provide accurate and timely data on all
aspects of the business. Management accounts comparing actual results against budget are
presented {o the Board quarterly. Forecasts and budgets are prepared and regularly reviewed and
updated to assist financial decision making.

Regulatory returns are prepared, authorised and submitted promptly to the relevant regulatory
bodies.

Major business risks and their financial implications are assessed systematically by reference to
established criteria. This allows the Board and Senior Management team to evaluate the nature
and extent of those risks and manage them efficiently, effectively and economically.

The financial implications of major business risks are controlled by means of formal policies and
procedures including the documentation of key systems and rules relating to delegated authorities,
which reserve significant matters to the Board for decision, segregation of duties in appropriate
areas and physical controls over assets and access to records.

All significant new initiatives, major commitments and investment projects and their financial
implications are assessed and are subject to formal authorisation procedures through the Board

The Board monitors the operation of the internal financial control system by consrdermg regular

reports from management, contracted internal auditors and the external auditors and ensures
appropriate corrective action is taken to address any reported weaknesses.
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Board of Management's Statement of Internal Financial Control (cont’d)

The Board confirms that it has reviewed the effectiveness of KHA’s system of internal financial control as it
operated during the year under review. No material weaknesses were found which resulted in material
losses, contingencies or uncertainties which require disclosure in these financial statements or in the
auditors' report on the financial statements.

By Order of the Board

Freya Lees

Chairperson
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Report by the Auditors to the Members of Kingdom Housing Association Limited on Corporate
Governance Matters

In addition to our audit of the Financial Statements, we have reviewed your statement on Page 27 to 28
congcerning the Association’s compliance with the information required by the Regulatory Standards for
systemically important Registered Social Landlords in respect of internal financial controls contained
within the publication “"Our Regulatory Framework” and associated Regulatory Advisory Notes which are
issued by the Scottish Housing Regulator.

Basis of Opinion

We carried out our review having regard to the requirements to corporate governance matters within
Bulletin 2006/5 issued by the Financial Reporting Council through enquiry of certain members of the
Management Committee and Officers of the Association and examination of relevant documents. 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 reason given for non-
compliance.

Opinion

In our opinion the Statement on Internat Financial Control on page 27 to 28.has provided.the disclosures
required by the relevant Regulatory Standards for systemically important Registered Social Landlords
within the publication “Our Regutatory Framework” and associated Regulatory Advisory Notes issued by
the Scottish Housing Regulator in respect of internal financial controls and is consistent with the
information which came to our attention as a result of our audit work on the Financial Statements.

RSM UK AUDIT LLP
Statutory Auditor

Chartered Accountants

Third Floor, Centenary House
69 Wellington Street
Glasgow

G2 6HG

-
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Independent Auditors Report to the Members of Kingdom Housing Association Limited

Opinion

We have audited the financial statements of Kingdom Housing Association Limited (the ‘Association’) and
its subsidiaries ({the ‘Group") for the year ended 31* March 2018 which comprise the consolidated
statement of comprehensive income, standalone statement of comprehensive income, consoclidated
statement of financial position, standalone statement of financial position, consolidated statement of
changes in reserves, standalone statement of changes in reserves, consolidated statement of cash flows,
standalone statement of cash flows and notes to the financial statements, including a summary of
significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards including FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland” (United Kingdom Generally
Accepted Accounting Practice).

In our opinion the financial statements:

» give a true and fair view of the state of the Group's and Association’s affairs as at 31% March 2018
and of the income and expenditure of the Group and the income and expenditure of the
Association for the year then ended,;

« have been properiy prepared in accordance with United Kingdom Generally Accepted Accounting
Practice;

¢ have been prepared in accordance with the requirements of the Co-operative and Community
Benefit Societies Act 2014, the Co-operative and Community Benefit Societies (Group Accounts)
Regulations 1969, Part 6 of the Housing (Scotland) Act 2010 and the Determination of Accounting
Requirements — December 2014.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
Group and the parent Association in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the FRC'’s Ethical Standard, and we have fuifilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the 1SAs (UK) reguire us
io report to you where:

« the Board's use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

« the Board has not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the Association’s ability to continue to adopt the going concern
basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.
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Independent Auditors Report to the Members of Kingdom Housing Association Limited (cont'd)

Other Information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor's report thereon. The Board is responsible for the other information. Our
opinion on the financial statements does not cover the other information and, we do not express any form
of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowiedge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the
other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information; we are required to report that fact. We have nothing to report in
this regard.

Matters on which we are required fo report by exception
We have nothing 1o report in respect of the following matters where the Co-operative and Community
Benefit Societies Act 2014 requires 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 of the Association; or
» we have not received all the information and explanations we require for our audit.

Responsibilities of the Board

As explained more fully in the Board’s responsihilities statement set out on page 286, the Board is
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the Board determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board is responsible for assessing the Association’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the Board either intends to liquidate the Association or to cease
operations, ot have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reascnable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with 1SAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council's website at hitps://www.frc.org.uk/auditorsresponsibilities
This description forms part of our auditor’s report.
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Independent Auditors Report to the Members of Kingdom Housing Association Limited (cont’d)

Use of our report

This report is made solely to the Association’s members as a body, in accordance with Part 7 of the Co-
operative and Community Benefit Societies Act 2014. 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.

RSM UK AUDIT LLP
Statutory Audifor

Chartered Accouniants

Third Floor, Centenary House
69 Wellington Street
Glasgow

G2 6HG

-
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Kingdom Housing Association Limited

Consolidated Statement of Comprehensive Income

For the year ended 31 March 2018

Turnover

Gain on pension revaluation
less: Operating expenditure
Operating surplus

Gain on sale of housing properties
(Loss)/Gain on sale of other fixed assets
Interest receivable and similar income
Interest payable and financing costs Surplus
on ordinary activities before taxation
Taxation

Total comprehensive income for the year

Notes

[da N, e s IR

2018 2017
£ 000 £ 000
30,855 25,205
- 3,735
(23,395) (18,805)
7,460 10,135
50 109
(14) 10
8 35
(1,783) (1,758)
5,721 8,531
(170) (30)
5551 8,501

The notes on pages 39 to 71 form part of these financial statements.

The results relate wholly to continuing operations.

There were no unrecognised surpluses or deficits in the current year other than those
included in the statement of comprehensive income.
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Housing Association Statement of Comprehensive Income

For the year ended 31 March 2018

Turnover

Gain on pension revaluation
less: Operating expenditure
Operating surplus

Gain on sale of housing properties
(Loss)/Gain on sale of gther fixed assets
Interest receivable and similar income
Interest payable and financing costs Surplus
on ordinary activities before taxation
Taxation

Total comprehensive income for the year

Notes 2018 2017
£ 000 £ 000

3 22,292 24,822
20 - 3,735
3 (14,976) (18,560)
7,316 9,997

6 50 109
{15) 10

7 8 35
8 {(1,780) (1,756)
5 5,579 8,395
9 (146) -
5,433 8,395

The notes on pages 39 te 71 form part of these financial statements.

The results relate wholly to continuing operations.

There were no unrecognised surpluses or deficits in the current year other than those
included in the statement of comprehensive income.
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Consolidated and Housing Association Statement of Financial Position

As at 315 March 2018

Fixed assets

Housing properties - depreciated cost
Other tangible fixed assets

Intangible fixed assets

Fixed asset investment - Our Power
Fixed asset investment - Subsidiaries
Total fixed assets

Current assets
Properties held for sale
Stock and work in progress
Trade & other receivables:
amounts falling due within cne year
amounts falling due after one year
Cash & cash equivalents

Payables: amounts falling due within
one year

Net current assets/ liabilities
Total assets less current liabilities

Payables: amounts falling due after
more than one year

Deferred capital grants

Provisions

Net assets

Capital and reserves
Share capital
Revenue reserves

Notes 2018 2018 2017 2017
Group Association Group Association
£ 000 £ 000 £ 000 £ 000

10 313,372 308,590 282,114 279,303
10 1,062 1,061 1,166 1,165
10 50 37 82 82
11 - - - -
11 - 427 - 427
314,484 310,115 283,362 280,977

12 344 344 2,358 2,358
13 188 188 1,437 192
14 4,037 4,070 2,493 2,677
14 - 2,620 - 2,620
17,295 15,413 14,974 12,218

21,864 22,635 21,262 20,065

15 (28,451) (27,791) (24,071) (23,344)
(6,587) (5,156) (2,809) (3,279)

307,897 304,959 280,553 277,698

16,17 (61,057) (60,975) (57,349) (57,257)
18 {195,660) (194,084) (176,947) {175,348)
20 (2,603) (2,603) (3,231) (3,231)
(259,320) (257,662) (237,527) (235,834)

48,677 47,297 43,026 41,864

21 - - - -
48,577 47,297 43,026 41,864

48,577 47,297 43,026 41,864

Approved by the Board of Management on 20th August 2018 and signed on its behalf and authorised for

issue by:

Freya Lees, Chairperscon

William Banks, Secretary

The notes on pages 38 to 71 form part of these financial statements.
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Kingdom Housing Association Limited
Statement of Changes in Reserves
For the year ended 31° March 2018

GROUP

At 1st April
Surplus for the year ended 31* March
At 31 Mareh

ASSOCIATION

At 1st April
Surplus for the year ended 31* March
At 31* March

The notes on pages 39 to 71 form part of these financial statements.
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2018 2017
Income and Income and
expenditure expendifure

reserve reserve

£ 000 £ 000
43,026 34,525
5,551 8,501
48,577 43,026
Income and Income and
expenditure expendifure
reserve reserve

£ 000 £ 000

41,864 33,469

5,433 8,395

47,297 41,864




Kingdom Housing Association Limited
Cash Flow Statement
For the year ended 31°' March 2018

Net cash inflow from operating activities

Cashflow from investing activities
Purchase of tangible fixed assets
Purchase of other fixed assets
Purchase of intangible assets

Purchase of additions to WIP

Purchase of additions to held for sale
Payment to acquire investment in Cur Power
Receipts of housing grants

Receipts from sales of fixed assets
Proceeds on sale of WIP

Proceeds on sale of assets held for sale
Interest received

Net cash used in investing activities

Cashflow from financing activities
Interest paid

Housing loans received

Housing loans repaid

Qther changes

Net increase in cash
Cash at beginning of year
Cash at end of year

Notes 2018 2017
£ 000 £ 000
27 8,735 9,017
(35,549) (23,184)
(23) (110)
(43) (49)
(765) {1,245)
(663) (2,580)
(15) -
20,667 18,235
332 319
1,813 -
1,008 247
12 41
(13,228) (8,326)
(1,754) (1,597)
10,030 5,000
{1,539) (1,822)
77 175
6,814 1,756
2,321 2,447
14,974 12,527
17,295 14,974

The notes on pages 39 to 71 form part of these financial statements.
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Kingdom Housing Association Limited
Heousing Association Cash Flow Statement
For the year ended 31° March 2018

Net cash inflow from operating activities

Cashflow from investing activities
Purchase of tangible fixed assets
Purchase of other fixed assets
Purchase of intangible assets

Purchase of additions o held for sale
Receipts of housing grants

Receipts from sales of fixed assets
Proceeds on sale of assets held for sale
Interest received

Net cash used in investing activities

Cashfiow from financing activities
Interest paid

Housing loans received

Housing loans repaid

Other changes

Net increase in cash
Cash at beginning of year
Cash at end of year

The notes on pages 39 to 71 form part of these financial statements.
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2018 2017
£ 000 £ 000
8,614 6,322
(33,548) (21,295)
(22) (114)
(23) (49)
(663) (2,580)
20,670 15,860
332 319
1,008 -
12 41
(12,234) (7,818)
(1,751) (1,597)
10,030 5,000
(1,546) (1,795)
82 179
6,815 1,787
3,195 291
12,218 11,927
15,413 12,218




Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements
for the year ended 31°* March 2018

1. Legal status
Kingdom Housing Association Limited (KHA) is a Registered Sociail Landliord incorporated under
the Co-operative and Community Benefit Societies Act 2014. It is registered with the Scottish
Housing Regulator under the Housing (Scotland) Act 2010 and is a Scottish Charity. Kingdom
Housing Association Limited is a Public Benefit Entity.

KHA and its subsidiaries are referred to as “the Group®. KHA has two wholly owned subsidiaries,
limited by shares, Kingdom Initiatives Limited (K1), a non-charitable body, whose principal role is to
support the achievement of the Group’s objectives as a public benefit entity and Kingdom Support
and Care Community Interest Company (KSC), a non charitable body whose principal role is to
provide support and care services to Local Authority clients and private individuals under contract.

The principal activity of the Group is the provision of social housing and associated housing
management and property maintenance services. Details of the registered office are provided on
page 2.

2. Accounting Policies
The following accounting policies are Kingdom Group policies applying to all member companies.

The financial statements have been prepared under the Financial Reporting Standard 102 =“The
Financial Reporting Standard applicable in the United Kingdom and Republic of Ireland” (FRS 102)
and the Statement of Recommended Practice (SORP): Accounting by Registered Social Landlords
2014. These statements are presented in £'000’s Sterling.

The principal accounting policies of KHA are set out in paragraphs a) to v} below.

a) Basis of Preparation

These financial statements have been prepared in accordance with UK Generally Accepted
Accounting Practice (UK GAAP) including FRS 102 “The Financial Reporting Standard applicable
in the UK and Republic of Ireland” ("FRS 102”), the Housing SORP 2014 “Statement of
Recommended Practice for Registered Housing Providers” and they comply with the Determination
of Accotnting Requirements 2014, and under the historical cost convention. There are no
instruments at fair value, (Note 19).

b} Basis of Consolidation

The Group financial statements consolidate those of KHA and its wholly owned subsidiary
companies Kl and KSC. All intra-group transactions, balances, income and expenses are
eliminated in full on consolidation.

¢) Going Concern

The Board of Management consider that it is appropriate to prepare the financial statements on the
basis of going concern. The latest financial plans have been reviewed and approved by the Board
and submitted to the Scottish Housing Regulator. These plans were prepared using assumptions
agreed by the Executive Management Team and, where appropriate, in conjunction with KHA’s
Housing Investment Group, and demonstrate that KHA is financially viable. The assumptions used
for the long term plans and the impairment review are considered to be appropriate.
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Notes to the Consolidated Financial Statements (cont'd)
for the year ended 31% March 2018

d) Significant Judgements and Estimates

Preparation of the financial statements requires management to make significant judgements and
estimates concerning the future. Judgements and estimates are based on experience, advice from
experts and other factors. The resulting accounting may not equal the eventual results. The items
in the financial statements where such judgements and estimates have been made include:

- The Group’s loans from its funders are judged by management to be basic financial
instruments under the definition in FRS 102 and are accounted for under the amortised
cost method (see (r) below);

- The Group’s housing assets are judged by management to be social housing and are
accounted for at cost less depreciation and impairments (see (i) — (n) below and Note 10);

- Government grants are judged by management to be associated with social housing and
are accounted for as deferred income and amortised on a pro rata basis over the life of
each related building component (see (g) below and Note 18). In addition the conditions
associated with grants are considered by management to determine any contingent liability
arising from potential repayment (see Note 31);

- Management are not aware of any impairment indicators that would trigger impairment
reviews of the Group's housing assets and cause a significant reduction in value;

- Management have estimated the residual values of housing properties and the life cycles of
the components of buildings and have depreciated accordingly (see (n) below);

- The lease arrangements entered into by the Group are judged by management to be
operating leases;

- Based on actuarial review management have considered the historic pension liability and
have made appropriate provision (see (h) below and Note 29);

- Judgements have been made over the recoverability of receivables based on experience
and accord with the Group’s provisioning policy (see (r) below).

e) Investment in Subsidiary
KHA's investment in its subsidiary companies, Kl and KSC are accounted for at cost less
impairment.

f} Turnover

Turnover represents rental and service charge income receivable (net of voids), income for the
provision of support and care services, fees, revenue grants, performance related grants,
Government grants released from deferred income and sales of housing, comprising first tranche
sales of shared equity properties and sales of properties developed for other registered social
landlords. Tenant service charges are levied on a basis intended to cover appropriate service costs
each year.

Rental and service charge income is recognised from the date that the property is let. Income from
sales of housing built for sale and first tranche sales of shared equity properties is recognised on
legal completion of the sales fransaction.

Support and care services income is recognised when due under the agreed contractual terms.
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Notes to the Consolidated Financial Statements (cont'd)
for the year ended 31* March 2018

g) Government Grants: Housing Association Grant and Other Grants

Housing Association Grant (HAG) is payable by Scottish Ministers to enable KHA to develop new
properties and modernise existing properties for social housing. The amount of HAG is calculated
on qualifying costs of each scheme in accordance with instructions issued from time to time by the
Housing & Regeneration Directorate of the Scottish Government. Other grants are provided by
Local Authorities from second home Council tax and Mortgage fo Rent schemes operated by
Scottish Government and are also defined as Government grants.

Government grants include:

i) Acquisition and development allowances

Acquisition and development allowances are intended to finance certain internal administrative
costs relating to the acquisition and development of housing land and buildings for approved
schemes and are taken to income when the schemes are completed.

i)y Clerk of works allowances
Clerk of works allowances are intended to finance the costs of employing a clerk of works and
are taken to income when the schemes are completed.

iii) Building components

Government grants attributable to building components are intended to offset construction
costs and are accounted for as deferred income, which is amortised to income over the life
of the refevant components. When a component is replaced the associated balance of
grant is taken to income.

Government grants are paid directly to Group member companies and are reflected in the
accounts when due to be received.

Allowances received in advance are shown as grants repayable in payables (Note 15) and
allowances receivable are shown as grants receivable in receivables (Note 14).

Government grants are repayable under certain circumstances, primarily following the sale
of a property, but will normally be restricted to the net proceeds of sale. A contingent
liability is included at (Note 31) detailing the level of grants potentially repayable.

Grants received in respect of revenue expenditure are credited to income in the same
period as the expenditure to which it relates. Where grants are provided for performance
related schemes they are taken to income when the conditions of the grant have been met.

Non-housing grants

Other Non-housing grants are included in income when received. At the year end any
amounts of grant not fully applied for the purpose received are accounted for as deferred
income and are included in accounts payable: amounts falling due within one year

{Note 15),
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Notes to the Consolidated Financial Statements (cont’d)
for the year ended 31% March 2018

h) Employee benefits

Short term employee benefits and contributions to defined contribution plans are recognised as an
expense in the period in which they are incurred. The cost of annual leave and time off in lieu
earned but not taken by employees at the year end date is accrued as a liability.

KHA participates in the Scottish Housing Assaciations’ Pension Scheme (SHAPS), a defined
contribution scheme administered by The Pensions Trust on a multi-employer shared basis.

KHA previously participated in the SHAPS defined benefit pension scheme, which KHA closed to
new members. There is a shortfall of scheme assets compared to the estimated actuarial liability,
which is accounted for as a provision at the present value of the future contributions payable to
remedy the shortfall. The discount rate is derived from the rate of return on high quality corporate
bonds. The unwinding of the discount is recognised as a finance cost in the period in which it
arises {Notes 20 and 29).

i) Tangible Fixed Assets — Housing Land and Buildings :

The Group categorises its housing tangible fixed assets into housing properties held for letting,
shared ownership and hostel. The development cost of housing properties held for letting is
attributed to individual components and includes the following:

- cost of acquiring land and buildings;
- development expenditure;
- capitalised interest.

All invoices and architects’ certificates relating to the capital expenditure incurred in the period, at
gross value including retentions, are included in the accounts for the period provided that the dates
of issue or valuation are prior to the period end. All housing properties are stated at cost less
depreciation and impairment.

i) Expenditure on New Properties

The cost of each property held for letting is attributed to the individual components that comprise
that property to create a cost and depreciation provision for each individual component. The cost of
each new rented property that is brought into management is attributed to individual components
and these components are depreciated over their useful lives. New properties under construction
are accounted for at cost and are not depreciated.

k) Expenditure on Existing Properties and Components

Planned maintenance expenditure is attributed to individual components that are depreciated over
their useful lives. As this expenditure relates to the replacement of existing components, the cost is
capitalised and appropriate accounting adjustments are made to reflect the disposal of the
components that are replaced. Any expenditure which does not meet the definition of one of the
specific components that comprise a property is charged to expenditure.

1) Sale of Housing Properties

KHA has charitable status and is exempt from right to buy legislation, as it was registered prior to
enactment. KHA has developed properties for sale on a shared ownership basis, which allows
prospective home owners to purchase initial franches of 25%, 50% or 75% at market value. After
one year the sharing owner may increase hisfher share of ownership. The apportioned cost of the
initial tranche is recorded as a current asset with the remaining balance held as a tangible fixed
asset.
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Notes to the Consolidated Financial Statements {cont’d)
for the year ended 31° March 2018

The sale of initial tranches is accounted for through income, where sales proceeds are shown in
turnover and the appropriate proportion of the cost of the property sold charged to cost of sale.
Sales of subsequent tranches are accounted as disposals of tangible fixed assets. Any grants
received that cannot be repaid from the proceeds of sale are abated and credited to income.

m) Properties Managed by Agents

KHA uses an agent to manage a number of its properties. There is a management agreement in
place that sets out the service levels required by KHA. The cost of managing the properties is
charged to expenditure on an accruals basis.

n) Depreciation

Social Housing assets except land are depreciated. Depreciation is charged at rates calculated to
write off the cost, less estimated residual value, of each property or component of asset evenly
over its expected useful life.

Component life cycles are set out below:

Housing Properties

Land tnfinite
Structure 100 years
Bathroom 35 years
Electrics 20 - 30 years
Doors 30 years
Electric Heating 20 years
Gas Heating 35 vears
Kitchens 20 years
Roofs 60 years
Windows 30 years
Renewables 20 years
Lifts 25 years
Shared Ownership 100 years
Hostel 100 years

Where impairment indicators or reversals thereof are identified, housing properties are reviewed
for any change in value by comparing their carrying value with the higher of their estimated value in
use as social housing and fair value less costs to sell, with any material loss charged to
expendifure.

If the impairment loss reverses, the carrying amount is increased to the revised estimate of its
recoverable amount, but not in excess of its original carrying value. The impairment loss reversal is
recognised in income.

o) Other Tangible Fixed Assets
Other tangible fixed assets are stated at cost less depreciation and impairment. The rates of
depreciation are as follows:

Office property 10 — b0 years
Housing and office furniture and fittings 5-10 years
Motor vehicles 5 years
Computer hardware 3 years
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements {cont’d)
for the year ended 31° March 2018

p) Intangible Fixed Assets

Intangible fixed assets are stated at cost less depreciation and comprise computer software and
licences. The rate of amortisation is 3 to 5 years on a straight line basis. The amottisation of
intangible assets is included within operating costs in the Statement of Comprehensive Income.

q) Inventories and Work in Progress
Inventories and Work in Progress (WIP) are stated at the lower of cost and fair value less costs to
sell. Developments in progress for other Registered Social Landlords are included in WIP at cost.

r} Financial Instruments

i) Receivables
Receivables due within one year are measured at transaction price, less settlements and
any impairment. Where receivables are determined to be longer term and where the effect
of time value of money is considered significant, the estimated cashflows are discounted at
an appropriate rate.

iy Payables
Payables due within one year are measured at fransaction price less settlements.

i) Bank Loans
All bank loans are judged to be basic financial instruments and are measured initially at fair
value, net of transaction costs. Subsequent measurement is at amortised cost using the
effective interest rate method, which discounts estimated future cashflows for the expected
life of the loan.

s} Apportionment of Management Expenses

Direct employee administration and operating costs have been apportioned to the relevant
activities undertaken by KHA on the basis of the costs of the staff directly engaged in the
operations described and dealt with in these financial statements.

t) Leases
Rentals payable under operating leases are charged to expenditure on a straight line basis over |
the lease term. |

u) Taxation

KHA as a registered charity is not subject to corporation tax on its charitable activities, but is
subject to corporation tax on its non-charitable trading activities. Kl and KSC are subject to
corporation tax. Taxation is accrued based on taxable profits for the year.

The tax expense represents the sum of the current tax expense and deferred tax expense. Current
tax assets are recognised when tax paid exceeds the tax payable.

Current and deferred tax is charged or credited to profit or loss, except when it relates to items
charged or credited to other comprehensive income or equity, when the tax follows the transaction
or event it relates to and is also charged or credited to other comprehensive income, or equity.

Current tax assets and current tax liabilities and deferred tax assets and deferred tax liabilities are
offset, if and only if, there is a legally enforceable right to set off the amounts and the entity intends
either to settle on the net basis or to realise the asset and settle the liability simultaneously.

Current tax is based on taxable profit for the year. Current tax assets and liabilities are measured
using tax rates that have been enacted or substantively enacted by the reporting period.
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements {cont'd)
for the year ended 31° March 2018

Deferred tax is recognised in respect of all timing differences that have originated but not reversed
at the balance sheet date where transactions or events that result in an obligation to pay more tax
in the future or a right to pay less tax in the future have occurred at the balance sheet date. Timing
differences are differences between the company's taxable profits and its results as stated in the
financial statements that arise from the inclusion of gains and losses in tax assessments in periods
different from those in which they are recognised in the financial statements.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in
which timing differences are expected to reverse, based on tax rates and laws that have been
enacted or substantively enacted by the balance sheet date. Deferred tax is measured on a non-
discounted basis.

The Group is registered for VAT. A significant proportion of the Group income is exempt from VAT,
but VAT is reclaimed where possible under partial exemption calculations of activity deemed
subject to VAT.

v) Contingencies
Contingent assets and liabilities are not recognised, but are disclosed in Note 31.

45




o

sanAloe BUlle) |BI20S WO JOAOWIN} [B]O]

SLIODUI pallalep WOl pases[al Juels

sableyo ao1ues B SIUS) WO SWodUl 18N

SPIOA $53°

gabieyo 921A18S % SIURL WOLL SWOJU| SS0IL)

sefiieyd aonies

safileyd 8oIAJeS JO JoU 3jgEAISD3) JUSY
JaAoUITIL

dnoig ~ seniaoy Bumpe e1og (1)

ssauisnq jo sse|d Aq (31oap) rsnidins Bunesado pue s3soo Buyesado ‘1aaouing Jo siejndiued -y

2293l Z5v 02 209 68 £56 '8l
LEF'T G252 06 ol §8¥'C
G2E'9l 298°'L1 216 788 g9¥'9l
(501) (coL) (€) (g¢g) (Gel)
06%'91 0£0'gl 025 FAYS €658t
Por 805 g [Asa" £G6E
Qzo'9l TS L L1G G9.L orZ'ol
000 3 000 F 000 3 000 3 0003
BuisnoH uoIjepowodaY
1e0L 5oL diysiaumo BuisnoH Mcwwzoﬂhm:m
L1062 8L0cT paleys papoddng PaaN | D
/666 Gel'e (I 228’ ve
aLe' L - (9/6'¥L) 282 2¢C
zz9'l - (06%'T) L'y
¥89'G - (98¥'2L) 0818l
0003 0003 000 3 0003
(yoyaplsniding painsesway
Bunesedo uoISUey 51507 Buneiadp  Isaouing
gelL'olL gelL'e (G08'8l) g0z'ge
09%'L - (GBE'ET) GG9'0¢E
el - (Liz'ol) c0¥'0l
8ze'L - (vZl'el) T80T
0003 0003 0003 000 3
8L0z palnseaway
(uoyan)/sniding 51509 Buneisdg Jaaouwinl
uoIsuad
bunpeiado )

10T [EloL

‘L10Z IEJOL

{(n) ¥ ®10U) senIAlRE 1DUYIO
({n) ¥ =30u) sBums| [er0O]

UOREID0SSY - SSausng jo sse[d Ag (il

((m) ¥ s10U) soRIALIE JBUID
{0 ¥ s30u) sBugme| (21003

dnolg - ssauisng jo sse|n Ag (1

(uouep)/snjdins Buipesado pue s3$09 Bupetsdo “Jaaouin] g

8102 UDMBIN , L€ PAPUS Jeak sy} 1o

{pauo03) sjuswslels |e12uUEUl PRJEDPIIOSUOY 3l 03 SIJON

panwi uolersossy bBuisnoy wophury



Ly

09T°L1 08181 209 268 189°9L
LE¥T £/8'T 06 ol LIV'T
£28'%} £09'GL L19 A ¥OZ'1 L
(68) (Lz1) (€) (se) (69)
ZLe'yL 0E2'Sl 0zs LlB CBT 7L
cob 809 € 251 £6¢
0S¥ 'FL ZZZ'sl LS g3/ oF8'clL
000 3 0003 000 3 000 3 0003
Buisnopn uonepowW ooy
[ej0l I&30L diysiaumo Buisnoy Buisnoy
L1102 8102 paleyg papioddng SPAdN Jetsuan
890°2 691 169 80Z°9
g90°/ 82¢’s L6l 00. 1EV'9
¥SL L1 el €l 0Ly 281 252l
¥zl 0L0'Y 6L 0l 188'¢
20l S8l - € 281
£69'z FAR-4 - (2 ave'e
8. 26¢ - g csT
8ey 659 A gL 609
0y G658y 1274 88 e5e'y
000 3 000 3 000 3 Qo0 3 000 3
Bursnop UOIJEPOWILIOIDY
1101, 15301 diysiaumo Buisnoy Buisnoy
LL02 8102 paleys pspoddng $poaN |edauadn)

saijAloe Bumpsl |e1oos woly Jaaouiny jejo L

BWOoIL PRLISIEP WOY) pasesal Juels)

sebleyo eoiAes 3 SJUSl WOY BUIOIUI JON

SPIOA 597

sablelo eolAlas g S)USI WO} SLIOIUI $5045)

sabieyo a01M18g

sefileya s01n19s J0 18U B|gBAISIS) JUSY
Jaaoudny,

uoljeloossy - saiIAldY Buige jenog (1)

samanoe Buls) [e100s 10} (#oysp) /snidins Bueisdo 710z
samAnoe Bumsy [e120s Joj snjdins Bugessdo

saniaoe Buya) |eroos 10} 53509 Bugesado
Buisnoy [einos jo uonensideg
sobieyo sotnies g spusl - S)gep pey
S1S00 @oUBUSIUIB SA0EDY
$J809 suledal Jofew Buipnjoul euBUSUBW [E91]0AD puB pauue|d
$}S00) 9019
$}5092 UC[eJiSIUiLUPE SoUBURUIRI P JUalleheurpy
sajAnae Buipel |e1oos 10) s1509 Bupelado

{puo9) dnoig - sayiARay BumeT [e1vos (1)

(pauoo) ssauisng Jo ssejo Aq (I2uep) fsnidans Bugesedo pue s3soo Buneiado Yanouiny J0 sienoue ¥

810Z Y2IBW , L€ papus aeah syj Jo4
{PJuo2) sjusuiajels [e1ouBULY PAJEPOSUOD) 3U} 0} SIJON
pajlwiI] uoneossy Buisnoy wopbury



8110} S0+'01 7GEC 067G 655°¢C

8 91e aLe - -

§eL'E - - - -

el LEL Lel - -

00l ¥0L 01 - -

- L8 - - 181

1¥Z 200°L 800°L - -

66 152 162 - -

8¥0's 266'G 805 061’ -

a4 S5t - - 55t

Z9z 082 - - 06¢

e 0g 0¢ - -

000 3 000 3 000 3 000 3 000 3
dsaouln | aaouingt

|e1ol |eyol aLaIU]T I3[0 MEoo.“__nm_aomn_ SRS

U130 n IANUIAIY 18
ZL0Z 810z H S d 49WHO
25.°S 69l 169 268y

75.°G 689G /Bl 104 96.'F

305 |} 98Tl 0Ly L6l G8g'LL
¥LLE 086°'¢ 611 oL LGg'e

Z0L 251 - € i)

£95°'Z 8ET'C - Li 191'e

424 967 - 9 052

0% Gi9 L€ gl G9%

6/6' S¥Z'y ¥se 98 €08'c

0003 0003 0003 000 3 0003

BuisnoH uonepouLLOdI0Y

1&01 Ig30L diyssaumo BuisnoH M:WM:QM..@:@
102 8102 pareys pepoddng pagN | 2}

SAHANOE ISHJO WIOL} JSAOUIN] (B30 ]
saliAde JBUIO
Lonen[eAS) UoISUa4 Uo uies
ABisug sjgemausy
Bunoloe
SpJO[pUES [B100s passlsiBal ucu o} (sales diysiaumo paleys
ayoueiy 1841 Buipnoul) ‘apes loy sjuswasolidw pue syuswdoeasQ
splojpue] |e1nos palalsiBal 03 9(es 10} sjuawdoeaag
seolnes Juawsbeuew/ioualie 18yl0
saningoe Hoddng
SHIOM BJI
Auadoad Jo siedal g sl
AUnwiLIo? ayl yoddns 0] USHEUSPUN SSIJAIIDE 2]0J JSPIA
iaaouln]

dnoug - saiIApde JagIQ (1)

salAloe Bume| [ei0os 10f snjdins Buered LL0Z
sanAnae buial reroos 1oy snjdins fugeiadQ

sanIAloe Buipal [e100s 4o} s3502 Buneladg
fuisnoy [eoos jo uoleloaidaq
saflueyo @21A18$ B SlUaL - S109p peg
S1S0D SVUBLDIIEY JA0ESY
51509 saedss sofew Buipnpul 2ouUBUSIUIRL (2211240 puB pauue|d
$1S00) VNS
$]800 UOIBASIUILLIPE SoUBUSIUIEW % JUsWsBeuey
sajanoe Builal |eI20s 104 $1509 Bupesado

{(pauoo) uoperdossy - saniAloY Buma jeos (i)

(p,Juo3) ssauisng Jo ssep2 Aq (Mouap) rsnidins Bunesado pue sysoa Bunesado aaouiny Jo saenoued v

8102 YoIeN . L€ papua Jeak ay) 104
(p,Juo9) sjusLsle]s [eIdUBULY PRJERHOSU0D aY) 0} SSJON
pajwi uoiel3ossy Buisnoy wopbury



514

90°¢ {160"2) - 8L1°0lL saiIAoe Jalo Joj (Joyap) /snidins BunesedQ 210z
Z90°¢ zEl (S¥Z'01) (92) €0¥0) (319y0p) / snidins Bupesedo
4 L6 {g2z) - alg senIARoe JaU0
gel'e - - - - uogenjgaal uojsuad Uo ues)
£el LEL - - LEL ABiaug s|qemausy
(2) (8) (£9) (92) Y0l Buucioey
. . . splojpuel [e10os passlsibal uou o1 (sajes diysieumo paieys

<8 tezs't) ) vigl ayouel] 1s4y Buipnioul) ‘aes 4o} mpcmEm>%Lau:_ pue sjuswidoeasQ
0g gl {068) - 200'L {z| 810N} spiojpue| [eos palslsiBel 0} a|es Iy siuswdojsaa(]
66 LET (92) - 82 sa21ues JUswebBeuewylousie Jsyio
(ez2) (99) (¥50'9) - 866°G sapAoe Yoddng
(669) {roc} {rog) - - sanialoe Auedold Jo uoRoNLSUOD pue JUsWdo[PA(]
- - (gat) - lel SHIOM 341
8 8 (eg2) - 062 Ausdoud jo siedeal g e
(L) (], (0r) - 0e Ajunuiwos sy} Hoddns o} USYEHSpUN SSNIANDE Sj0J JAPIA
000 3 0003 0003 000 3 0003 dnoug - yoyap snidins Bunessdg
(Housp) /sniding  (ioyep) /snjding  syson (P3u02) dnous - seginnoe 1oto (1)
Bunelsdo Buneradp Bupesadp munwu MN.““ _.E d laaouln] |elo]
2102 8102 3430 SI503 Buheisdo

(pauo9) sseuisnq Jo sse[o Aq (Wayep) ssnidins Bunesado pue 53509 Bunesado “laaouan Jo siemoned ‘¢

8102 Y2JBeN , 1€ papus Jeak ayj 104
{p.Juo9) sjuella)elg [BIoURLLY PBIEPHOSUOL) U} 0} SOION
pajiwi uonerdossy Huisnoy wopbury



0s

162} 2Ly 198°¢ - oy
or9 Ly Ly . -
geL's - - - )
- 0cl ogl - .
10} ¥0l #QlL - N
vLLL 198'L 198" - -
ive 800} 800} - -
Lol AT 182 - -
2¥0's - - ) i
] S - - s5¥
792 06T - - 062
134 0g o€ - .
000 3 000 3 000 3 000 3 000 3
Jsaowany FEYCTI R
2oL lejo) swoousewio g o Qm_gomn_ SJUEID SNUBATY
FARLTA gLoe upJoddng BYIO

{p.juoo) ssauisng Jo sse|s Aq (Joyep) /snjdins Bugelsado pue $1509 Bunelado ‘1aaowan) Jo slenalued

SAIPAOR JBYJO UIOL) JAAOUIN] [E10]

SSAIRE JJUIO

uonen|ea ucisuad uo ules)
ABJisug] s|gemauay

Buuoyseq

paAie0ay Jusy 193el PIN

spiojpue| [eos pale)sibeal o} a[es 1o} sjuswdoeas
g991A198 Wauebeurw/Aousbe Jayi0

sapAnce noddng

SHIOM B)i

Auedoud jo sedal p a1eD
Alunwwod ay} poddns 0] uaxBUSPUN SIJIAIRE 9[04 JIPIAA
lanouin]

UOREIVOSSY - SAIAROR J3UIQ (A1)

8102 U2IBIN ,, L€ PIPUS 1e3A 3] Jod
(pJuo9) sjususiels [eloueUld PAJRPIOSUCD 83U} O} SBJON
pajLLII uopelsossy Guisnoy wopbury



LG

A {esa’s) - AT

She v 29l (FOrT) (92) 2Ly
18} ¥Ze (Z¥e) - Liv
geL's - - - -
- 0gt - - 0gl
{2} {8) {98} (92) ¥0L
FLLL AL - - 1981
og 8L (066) - 8001
Lol 1562 - - Yierd
(c22) - - - -
(669) (#9¢) (bog) - -
- - (g5t - oo
8 g (zge) - 062
Ly (o1) (2 - og
000 3 000 3 000 ¥ 0003 000 3
(Groyepysniding  (yousplsniding  sjson $199p peq JoAOUIN]
Bupesadp Buneisdp Bupeladp

- 51500 Bupeladpy |ejoy
2102 8102 B2Yy10

saniagoe Bumsl [e1oos Joy (Hoyep)/snidins Buneiadp 1.0z

{(noyep) ; snidins Bupelsdo
SalAoR YO

uolenfea uoisusd uo ujeo
ABroug sjgemausy

Buuooey

PRAIBOIY oY 1eXie PN

(21 S10N) spiojpue] |eos psisisiBal 0} ajes 10} suswdojersq

se0IMes JUswebeuswiousbe Jsyi10

saljAljoe pyoddng

sanivoe Auadold Jo uojonnsuos pue Juawdo@aac]

SHIOM 314

Auadoid Jo sredal v sien

Aunwiwos sy) toddns 03 usyeLapUN SBNIARDE 210) JSPIA
uofgelsossy - yap ssnidins Bunesado

(Pauo3) uopelnossy - senIARIE JSYIO (A1)

(pauo2) ssauisng jo sse[o Aq (Ioyap) /snidins Bugesado pue s3502 Bugeiado ‘laAouln} Ja sienaed

8107 yen , L¢ papua Jeak ay} 104
(puod) sjuswisiels |ejourULd pajEPIOSUOY Y] O} SBjON
pajwIT uonela0ssy Buisnoy wopbury



Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)

For the year ended 31%* March 2018

5. Operating Surplus

Operating surplus is stated after charging / crediting:

Surplus on disposal of tangible fixed assets

Grants released from deferred income (Note 18)
Depreciation of Housing Properties (Note 10)
Depreciation of other tangible fixed assets (Note 10)
Amortisation of intangible fixed assets (Note 10)
Operating lease rental

Impairment of investment in Our Power

Internal Audit fees

Accounting, tax and services advice

External Audit fees

Group
2018
£ 000

36
4,706
4,010

132

48

12

15

10

12

31

Association
2018
£ 000

4,339
3,980
132
39

12

10

22

6. Gain/Loss on Sale of Housing Properties and Disposal of Components

Sale praceeds

Net Book Value of properties
Expenses on disposal of properties
Gain on sale of housing properties
Loss on digposal of components

Group Association
2017 2017
£ 000 £ 000
119 -
2,437 2,437
3,724 3,714
125 125
65 65
12 12
11 11
6 2
25 20
Group & Group &
Association Association
2018 2017
£000 £ 000
335 321
{179) (197)
(3) 3)
153 121
{103) (12}
50 109

The gain on sale of housing properties arises from the sale of tranches of 25%, 50% or 75% of the whole of each

properly. Properties sold in 2018: 6, (2017: 4)

The loss on disposal of components arises from the replacements of components in general rented housing

properties.

7. Interest receivable and similar income

Interest on cash balances

52

Group &
Association

2018
£ 000

8

Group &
Association
2017

£ 000
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31° March 2018

8. Interest payable and finance costs

Interest payable in the year has been charged as
follows:

Loan Interest

Unwinding of discount on provisions (Note 20}

Group Association Group Association
2018 2018 2017 2017
£ 000 £ 000 £ 000 £ 000
1,753 1,750 1,587 1,695
30 30 161 161
1,783 1,780 1,758 1,756

9. Taxation

KHA has charitable status, and therefore it has no liability to corporation tax on its charitable activities for the
year. KHA's tax charges relate to non-charitable trading activity.

KHA receives income from energy suppliers for renewable energy systems which is subject to corporation tax.
We have been in contact with HMRC regarding outstanding taxation and have received demands for corporation

tax payable for years ending 31% March 2013 to the current year totalling £145,779 of which £123,345 has been

paid within this financial year,

Kingdom Initiatives Limited is liable to pay UK corporation tax and its liability is included in the consolidated

financial statements.

Based upon the results for the year to 31 March 2018:

Corporation tax charge on income for the year on
surplus on ordinary activities:

Prior year over/(under) provision

Paid during year and charged in respect of previous
periods

Group Association Group Association
2018 2018 2017 2017
£ 000 £ 000 £000 £ 000
(57) (27) (30) -
35 4 - -
(148) (123) - -
{170) (146) {30) -

Corporation tax calculated at 19% (2017:20%)

53




Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements {cont'd)
For the year ended 31°' March 2018

10. Fixed assets
{i) Housing Properties - Group

Shared Housin Housin Hostel
Ownership ng using . Housing
. properties properties in properties .
properties properties
held for course of held for
held for . . . total
. letting construction letting
letting
£000 £ 000 £ 000 £ 000 £000
Cost
At 1% April 2017 12,271 288,050 21,547 1,063 322,921
Additions during year 44 550 34,956 - 35,550
Disposals in year (219) {336) - - (555)
Transfer (61) 28,809 {28,748) - -
At 31% March 2018 12,035 317,073 27,755 1,063 357,916
Bepreciation
At 1% April 2017 1,832 38,723 - 152 40,807
Provided during year (note 4) 118 3,881 - 10 4,010
Disposals in year (40) {233) - - (273)
Transfers (7 7 - - -
At 31% March 2018 2,004 42,378 - 162 44,544
Net book value
At 31% March 2018 10,031 274,695 27,755 891 313,372
As at 31% March 2017 10,339 249,327 21,647 901 282,114

Nao interest was capitalised during the year (2017: Nil).

The total major repairs expenditure during the period was £831,237, (2017: £1,076,060). Major repairs
expenditure during the period of £244,558, (2017: £912,316} is included in the statement of
comprehensive income. Major repairs expenditure included in housing property additions amounted to
£586,679 (2017: £163,744).

During the period £10,592, (2017: £315,162) in respect of maintenance administration costs, was included
in housing property additions.

Development administration costs included in the statement of financial position amounted to £478,048,
(2017, £123,777).

KHA's properties have been reviewed for impairment and no provision was considered necessary.

included in housing properties held for letting is land of £32,060,870, (2017: £31,077,993) which is not
depreciated.
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Kingdom Housing Association Limited

Notes to the Consolidated Financial Statements {Cont'd)

For the year ended 31° March 2018

10. Fixed assets (cont'd)
(ii) Housing properties - Association

Shared Housin Housin Hostel
Ownership g . .g . Housing
. properties  properties in properties .
properties properties
held for course of held for
held for . . . total
. letting  construction letting
letting
£000 £000 £ 000 £ 000 £ 000
Cost
At 1% April 2017 12,271 287,368 19,354 1,053 320,048
Additions during year 44 549 32,855 - 33,548
Disposals in year {219) (336) - - (5655)
Transfer (61) 24615 {24,554) - -
As at 31* March 2018 12,035 312,196 27,755 1,053 353,039
Depreciation
At 1% April 2017 1,932 38,659 - 152 40,743
Provided during year 119 3,851 - 10 3,980
Disposals in year {40 (234) - - (274)
Transfers {7) 7 - - -
At 315 March 2018 2,004 42,283 - 162 44,449
Net book value
At 31% March 2018 10,031 269,913 27,755 891 308,590
At 31™ March 2017 10,339 248,709 19,354 901 279,303
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Kingdom Housing Association Limited

Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31% March 2018

10. Fixed assets (cont'd)

(il) Other tangible fixed assets - Group

Heritable Furniture

office and N!otor Computer Total

Property equipment vehicles hardware
Cost £ 000 £ 000 £ 000 £ 000 £ 000
At 1% April 2017 1,447 322 326 522 2,617
Additions during year 10 - - 13 23
Disposals in year - (70) {58) (181) (309)
At 31% March 2018 1,457 252 268 354 2,331
Depreciation
At 1% April 2017 457 292 283 419 1,451
Provided during year 27 14 31 60 132
Disposals - {69) (58) {(187) (314)
At 31% March 2018 484 237 256 292 1,269
Net book value
At 31% March 2018 973 15 12 62 1,062
At 31% March 2017 990 30 43 103 1,166
(iv} Other tangible fixed assets - Association

Herlta%)le Furniture Motor Computer

office and . Total

Property equipment vehicles hardware
Cost £ 000 £ 000 £000 £ 000 £ 000
At 1 April 2017 1,447 319 326 522 2,614
Additions during year 10 - - 12 22
Disposals in year - (70) (58) (181) (309)
At 31" March 2018 1,457 249 268 353 2,327
Depreciation
At 1% April 2017 457 290 283 419 1,449
Provided during year 27 14 31 60 132
Disposals - (69) {58) (188) (315)
At 31% March 2018 484 235 256 291 1,266
Net book value
At 31% March 2018 973 14 12 G2 1,061
At 31% March 2017 990 29 43 103 1,165
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31°' March 2018

10. Fixed assets (cont'd)
{v) Intangible fixed assets - Computer Software

Group Association

Group Association

2018 2018 2017 2017
£ 000 £ 000 £ 000 £ 000
Cost
At 1% April 2017 585 585 536 536
Additions during year 45 23 49 49
Disposals in year (118) {116) -
At 31% March 2018 514 492 585 585
Depreciation
At 1% April 2017 503 503 438 438
Provided during year 48 39 65 65
Disposals {87) (87) -
At 31% March 2018 464 455 503 503
Net book value
At 31% March 2018 50 37 82 82
At 31 March 2017 82 82
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31°' March 2018

11. Fixed Asset Investments

Group: 2018 2017
Investment in Our Power Group Group
During the year an investment was made with Our Power which was then £ 000 £ 000
impaired during the year,
As at 1st April i )
Investment in Our Power 15 -
Impairment (15) .
As at 31st March - -
2018 2017
Association: Association  Association
Investment in Subsidiary
The fixed assets investment comprises 100 ordinary share of £1 each fully £ 000 £000
paid in Kingdom Initiatives Limited, a wholly owned subsidiary engaged in 427 497
the provision of social housing and associated services and 427,000
ordinary shares of £1 each in Kingdom Support and Care CIC, a wholly
owned subsidiary engaged in the provision of support and care services. 407 407
Group Association Group  Association
2018 2018 2017 2017
12. Properties Heid for Sale £ 000 £ 000 £ 000 £000
Work in Progress for other RSLs at 1% April 2,358 2,358 1 1
Net gdditions during the year - cost less 663 663 2 580 2.580
applicable SHG
Net transfers to operating costs on disposals (2,677) (2,677) (223) (223)
(note 4 (ii)) ’ '
BasI;':mce of Work In Progress for other RSLs at 344 344 2358 2 358
317 March
13. Stocks and Work In Progress
Group Association Group  Association
2018 2018 2017 2017
13(i) Stock of materials £ 000 £ 000 £000 £000
Stock of materials held by Maintenance Team 188 188 192 192
13(ii) Work In Progress for Kl Partnership Support for Regeneration sales
Group Association Group  Association
2018 2018 2017 2017
£ 000 £ 000 £000 £ 000
Held at 1st April 1,245 - - -
Cost of properties, completed, unsold during the ) ) 1245 )
year )
Additions during the year 765 - - -
Properties sold during the year (2,010} - - -
Held at 31st March - - 1,245 -
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31° March 2018

14 (i). Receivables: amounts falling due within one year

Group Association

Group Association

2018 2018 2017 2017

£ 000 £ 000 £ 000 £ 000

Arrears of rent 559 514 516 502
less: Provision for bad debts (374) (336) (271) {266)
185 178 245 236

Sundry receivables 1,224 825 1,215 1,068
Prepayments 119 119 117 117
Due from Kingdom Initiatives Limited - 459 - 342
Due from Kingdom Support & Care CIC - 7 - -
Interest Receivable 5 5 9 g
Car loans to employees 101 74 65 65
SHG in arrears 2,403 2,403 842 842
4,037 4,070 2,493 2,677

14 (ii} Receivables: amounts falling due after more than one year
Group Association

156.

16.

Group Association

2018 2018 2017 2017
£000 £ 000 £ 000 £ 000
10 year loan to Kingdom Initiatives Limited - 2,620 - 2,620
Payables: amounts falling due within one year
Group Association Group Association
2018 2018 2017 2017
£ 000 £ 000 £ 000 £ 000
Contractors for certified work 3,931 3,931 3,950 3,504
Trade payables 819 586 702 702
Deferred capital grants (note 18) 3,362 3,341 4713 4,348
Sundry payables and accruals 2,395 1,848 1,654 1,363
Prepaid rent 254 248 229 218
Other Taxation & Social Security costs 224 112 209 209
Due to Kingdom Support & Care CIC - - - 426
Interest Payable 40 40 41 41
Corporation Tax (note 9) 57 27 30 -
SHG Repayable 866 866 706 706
Housing loans {(note 17} 16,703 16,692 11,837 11,827
28,451 27,791 24,071 23,344
Payables: amounts falling due after more than one year
Group Association Group Association
2018 2018 2017 2017
£ 000 £ 000 £ 000 £ 000
iHousing loans {note 17) 61,057 60,975 57,349 57,257

The current instalments due on the above Ioanss%re included in note 15 above.




Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31 March 2018

17. Loans

18.

Housing loans

Loans secured by a charge on the Group's
Housing, Land and Buildings and advanced by
private lenders:

The loans are repayable by annual instalments of
principal and interest, the last of which fall to be
repaid on dates between 2019 and 2044: the
loans bear interest at rates between 0.51% to
4.725% (2016 - 0.76% to 4.75%)

Amount falling due:
Within one year (note 15)

Between cne & two years

Between two & five years

After more than five years

Amounts falling due after more than one year
{Note 16)

Deferred Income - Government Grants / Other Income

As at 1™ April 2017

Received in year

Homestake grant released to income
Repayable

Released to income - social lettings
Released to income - other activities
As at 31% March 2018

Amounts to be released within 1 year
Amounts to be released in more than 1 year

Group Association Group Association
2018 2018 2017 2017

£ 000 £ 000 £ 000 £ 000
77,760 77,667 69,186 69,084
77,760 77,667 69,186 69,084
16,703 16,692 11,837 11,827
1,703 1,692 6,838 6,827
14,664 14,632 5,256 5,225
44 690 44,651 45,255 45,205
61,057 60,975 57,349 57,257
77,760 77667 69,186 69,084
Group Association Group Association
2018 2018 2017 2017

£ 000 £ 000 £ 000 £ 000
181,660 179,694 169,294 168,998
22,228 22,230 16,919 15,249
- - (1,935) {1,935)

(160) (160) {181) (181)
(2,585) (2,577) {2,437) (2,437)
(2,121) {1,762) - -
199,022 197,425 181,660 179,694
3,382 3,341 4,713 4,348
195,660 194,084 176,947 175,346
199,022 197,425 181,660 179,694
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements {cont'd)
For the year ended 31° March 2018

19. Financial Instruments Group Association Group Association
2018 2018 2017 2017
£000 £ 000 £ 000 £ 000
Financial assets: Debt instruments measured at amortised cost:
Arrears of rent 185 178 245 236
Sundry receivables 1,224 825 1,215 1,066
Due from Kingdom Initiatives Limited - 459 - 342
10 year loan to Kingdom Initiatives Limited - 2,620 - 2,620
Due from Kingdom Support & Care CIC - 7 - -
Interest receivable 5 5 9 9
Car L.oans to Employees 101 74 65 65
SHG in arrears 2,403 2,403 842 842
3,918 6,571 2,376 5,180
Financial liabilities: Measured at amortised cost:
Housing loans 77,760 77,667 69,186 69,084
Contractors for certified work 3,931 3,931 3,950 3,504
Trade payables 619 586 702 702
Sundry receivables and accruals 2,395 1,950 1,654 1,363
Due to Kingdom Initiatives Limited - - - -
Due to Kingdom Support & Care CIC - - - 426
Interest Payable accrual 490 40 41 41
SHG Repayable 866 866 706 706
85,611 85,040 76,239 75,826

20. Provisions

The provision represents the Association’s share of the deficit of the Scottish Housing Associations Pension
Scheme, a defined benefit scheme (Note 29). In 2018 there was no additional provision required.

As at 1% April 2017

Utilised in the year
Additional provision in year
Unwinding of discount
Reversed in year

Change in discount rate
As at 31% March 2018
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Group & Group &
Association Association
2018 2017

£ 000 £ 000

3,231 7,406

(636) (621)

- (3,735)

30 161

{22) 20

2,603 3,231




Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements {cont'd)
For the year ended 315 March 2018

2018 2017 2018 2017
21. Share Capital Number Number £ £
Group and Association
Shares of £1 each issued and fully paid:
At 1% April 2017 56 53 56 53
Issued during the year 8 7 8 7
Cancelled during the year - (4) - {4)
At 31" March 2018 64 56 64 56

A £1 share entitles the holder (Member) to attend the Annual General Meeting and any Special or
Emergency General Meeting of the Association and to cast their vote. In addition it entitles a Member at
those meetings to nominate others for the Board and/or to stand for the Board subject to the Board
membership policy. Shares cannot be traded, the liability of the Member is limited to the £1 share and a
share does not entitle a Member to a distribution of any surplus of the Association. These rights may be
suspended /lost after missing usually 3 Annual General Meetings without submission of apologies.

22. Capital Commitments

Group Association Group Association
2018 2018 2017 2017
£000 £ 000 £ 000 £ 000
Housing Properties:
Expenditure contracted but not provided in the 39,395 39,395 34,757 32.299

financial statements

The capital commitments wiii be financed from the proceeds of the private placement of £85 million.

23. Employees

Group Association Group Association

2018 2018 2017 2017

i) Staff costs during year: £ 000 £ 000 £ 000 £ 000

Wages and salaries 9,489 4,389 8,243 8,243

Social security costs 761 402 676 676

Other pension costs 409 272 360 380

Chapge in assumptions regarding pension 22) (22) 20 20
provision

10,617 5,041 9,299 8,299

There were no redundancy costs incurred during the year included in the staff costs, (2017: no
redundancy costs incurred),
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31° March 2018

23. Employees (cont'd) Group Association Group Association
2018 2018 2017 2017
i} Staff numbers: No. No. No. No.

Average weekly number of employees
(including relief staff working on an "as
required” basis) 440 162 395 395

Number of Employees as at 31% March:

Support & Care staff 235 - 228 228
Administration staff 132 121 127 127
Maintenance staff 37 37 35 35

404 158 390 390
Full ime equivalent employees 345 147 - 33 - 33

Agency Staff were employed during the year by the Group at a cost of £256,368, (2017: £128,701)

24. Auditors’ remuneration

The remuneration of the external and internal auditors for the year (including expenses and VAT)

Group Association Group Association

2018 2018 2017 2017

£ 000 £ 000 £ 000 £ 000

External Audit services 31 22 25 20
Accounting, Tax Services & Advice 12 9 4] 2
Internal Audit services 10 10 11 11
53 41 42 33

25. Payments to members and committee members

No Member of Group received any fee or remuneration during the year, (2017: Nil). Members of the
Board were reimbursed for out of pocket travel expenses amounting to £2,526, (2017: £2,493).

During the year no Member of the Board was a tenant of KHA, {2017: 1).

During the year one Member of the Board was a sharing owner, (2017: 1). The sharing owner
arrangements for this Member are on normal terms.

Kl does not employ any staff. Recharges are made for time spent by KHA staff on company business.
The amount charged during the period was £68,509 (2017: £50,370).
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31° March 2018

26. Remuneration of Key Management Personnel

Group Association Group Association
2018 2018 2017 2017
£000 £ 000 £ 000 £ 000
The aggregate remuneration of five directors
(2017 — 4 directors, 2 acting directors)
including benefits in kind was: 464 370 468 468
Pension contributions of directors were: 34 27 34 34
2018 2018 2017 2017
Number Number Number Number
Emoluments {excluding pension contributions)
were paid in the following bandings:
£10,001 to £60,000 | - - 1 1
£60,001 to £70,000 - - 1 1
£70,001 to £80,000 2 2 1 1
£80,001 to £90,000 2 1 2 2
£90,001 to £100,000 - - - -
£100,001 to £110,000 1 1 1 1
2018 2018 2017 2017
£ 000 £ 000 £ 000 £ 000
The total emoluments (excluding pension
contributions) received by the highest paid
director was: 108 108 107 107

Key Management Personnel are defined to include the Chief Executive and any other person reporting
directly to the Chief Executive or the Board. The Chief Executive is an ordinary member of KHA’s
Pension Scheme described in Note 29. No enhanced or special terms apply to his membership and
KHA does not contribute to any other pension on his behalf. KHA’s pension contributions for the Chief
Executive in the year are 8%, (2017: 8%) and amounted to £8,499, (2017: £8,332).

At the year end one director had a car loan from Kingdom Group. The total batance of car loan due by
the director at 31% March 2018 was £12,392, (2017: £19,517). The maximum balance outstanding
during the year was £16,371, (2017: £29,354). Interest is charged on these loans at a rate equivalent to
the Bank of England base rate on the day of inception of the loan and is the same for other eligible

employees of Kingdom Group.
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31 March 2018

27. Reconciliation of surplus to net cash generated from/(used in) operations - Group

2018 2017

£ 000 £ 000
Cash generated from operations
Surplus for the year 5,551 8,501
Depreciation of tangible fixed assets 4,010 3,724
Depreciation of other fixed assets 132 125
Amortisation of intangible assets 48 66
{Decrease) in provisions (858) (4,336)
Investment impaired 15 -
Gain or loss on disposal of fixed assets (50) (109}
Gain or loss on disposal of assets held for sale (99) -
Gain or loss on disposal of WIP (170) {217
Gain or loss on disposal of intangible assets 29 -
Gain or loss on disposal of other fixed assets 14 10
Amortisation of housing property capital grant (2,585) (2,437}
Corporation Tax 170 - 30
Issuef(write off) of share capital - -
interest received {8) {(35)
Interest paid 1,783 1,758
Operating cashflows before movement in working capital 8,182 7,080
{Increase)/decrease in stock 4 40)
{Increase)/decrease in receivables 13 (49}
{Decrease} in payables 680 2,057
Total cash generated from operating activities 8,879 9,048
Corporation Tax paid (144) (31)
Total cash flows from operating activities 8,735 9,017

66




Kingdom Housing Assaciation Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31% March 2018

28. Reconciliation of surplus to net cash generated from/(used in) operations - Association

2018 2017

£ 000 £ 000
Cash generated from operations
Surplus for the year 5433 8,395
Depreciation of tangible fixed assets 3,980 3,714
Depreciation of other fixed assets 132 125
Amortisation of intangible assets 39 66
{Decrease) in provisions {658) (4,336}
Issue/(write off) of share capital - -
Gain or loss on disposal of fixed assets (50} (109)
Gain or loss on disposal of assets held for sale (99) -
Gain or loss on disposal of intangible assets 29 -
Gain or loss on disposal of other fixed assets 15 10
interest received (8) (35)
Interest paid 1,780 1,756
Corporation Tax paid 146 -
Amortisation of housing property capital grant {2,577) (2,437)
Operating cashflows before movement in working capital 8,162 7,149
{Increase)/decrease in stock 4 (40}
(Increase)/decrease in receivables 164 {2,931}
(Decrease) in payables 403 2,144
Total cash generated from operating activities 8,733 6,322
Corporation Tax paid (119) -
Total cash flows from operating activities 8,614 6,322
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
for the year ended 31° March 2018

29. Pension Obligations

The company participates in the scheme, a multi-empleyer scheme which provides benefits to over 150
non-associated employers. The scheme is a defined benefit scheme in the UK. It is not possible for the
company to obtain sufficient information to enable it to account for the scheme as a defined benefit
scheme. Therefore it accounts for the scheme as a defined contribution scheme.

The scheme is subject to the funding legislation outlined in the Pensions Act 2004 which came into force
on 30" December 2005. This, together with documents issued by the Pensions Regulator and Technical
Actuarial Standards issued by the Financial Reporting Council, set out the framework for funding defined
benefit occupational pension schemes in the UK.

The scheme is classified as a 'last-man standing arrangement'. Therefore the company is potentially liable
for other participating employers' obligations if those employers are unable to meet their share of the
scheme deficit following withdrawal from the scheme. Participating employers are legally required to
meet their share of the scheme deficit on an annuity purchase basis on withdrawal from the scheme.

A full actuarial valuation for the scheme was carried out at 30™ September 2015. This actuarial valuation
showed assets of £616m, liabilities of £814m and a deficit of £198m. To eliminate this funding shortfall,
the Trustee has asked the participating employers to pay additional contributions to the scheme as
follows:

Deficit contributions

From 1 April 2017 to 28 February 2022:  £25,735,092 per annum (payable monthly, increasing by 3% each 1% April)

From 1 April 2017 to 30 June 2025: £727,217 per annum (payable monthly, increasing by 3% each 1% April)

From 1 April 2017 to 31 October 2026:  £1,239,033 per annum {payable monthly, increasing by 3% each 1% April)

Unless a concession has been agreed with the Trustee the term to 28"™ February 2022 applies.

The recovery plan contributions are allocated to each participating employer in line with their estimated
share of the scheme liabilities.

Where the scheme is in deficit and where the company has agreed to a deficit funding arrangement the
company recognises a liability for this obligation. The amount recognised is the net present vaiue of the
deficit reduction contributions payable under the agreement that relates to the deficit. The present value is
calculated using the discount rate detailed in these disclosures. The unwinding of the discount rate is
recognised as a finance cost.
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Kingdom Housing Association Limited

Notes to the Consolidated Financial Statements (cont'd)
for the year ended 31° March 2018

29. Pension Obligations (cont’d)

PRESENT VALUES OF PROVISION

RECONCILIATION OF OPENING AND CLOSING PROVISIONS

Period Ending
31 March 2018

Period Ending
31 March 2017

(£000s) (£000s)
Provision at start of period 3,231 7,332
Unwinding of the discount factor (interest expense) 30 161
Deficit contribution paid (636) (621)
Remeasurements - impact of any change in assumptions (22) 94
Remeasurements - amendments to the contribution schedule - (3.735)
Provision at end of period 2,603 3,231

INCOME AND EXPENDITURE IMPACT

Period Ending
31 March 2018

Period Ending
31 March 2017

(£000s) (£000s)
interest expense 30 161
Remeasurements — impact of any change in assumptions (22) 94
Remeasurements — amendments to the contribution schedule - (3,735)
Contributions paid in respect of future service* - -
Costs recognised in income and expenditure account 409 360

*includes defined contribution schemes and future service contributions (i.e. excluding any deficit reduction
payments) to defined benefit schemes which are treated as defined contribution schemes.

ASSUMPTIONS

31 March 2018
% per annum

31 March 2017
% per annum

31 March 2016
% per annum

Rate of discount 1.51

1.06

2.29

The discount rates shown above are the equivalent single discount rates which, when used to discount the
future recovery plan contributions due, would give the same results as using a full AA corporate bond yield

curve to discount the same recovery plan contributions.
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Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31%' March 2018

30. Financial Commitmenis

The Group has annual commitments under non-cancellable operating leases as follows:

2018 2017
£ 000 £ 000
Amounts Due:
Within one year 170 146
Between 1 and 5 years 288 401
Due within more than 5 years 1 -
459 547

31. Contingent Liabilities

KHA participates in a multi employer pension scheme. Should KHA leave the Scheme the amount

of employer debt has been estimated as £21,597,205 (2017: £28,608,114) as at 30" September
2017. Atthe present time KHA has no intention of leaving the Scheme.

Repayment of Housing Association Grant is not required on any component disposals. There are
certain circumstances under which the total grant received by KHA and Kl as at 31% March 2018
of £226,322,931 (2017: £203,725,143) which may be repayable to Scottish Ministers. The Board
does not expect those circumstances to crystallize.

32. Related Party Transactions

Certain Members of the Board identified on page 3 had tenancy and occupancy agreements with
KHA during the period. These operate in the same way as all of KHA’s other tenancy and
occupancy agreements. As at the date of the statement of financial position no Members had
outstanding balances due to the Association.

During the year one Member of the Board was a sharing owner. The shared owner arrangements
for this Member are on normal terms.

At the date of these financial statements, no Member of the Board was a councillor or an
employee of a related iocal authority.

At the date of these financial statements one Board member of KHA also serves on the Board of
K| and one Board member serves on the Board of KSC.

KHA issued invoices to Kl for purchases, re-invoiced charges and management services provided
by KHA amounting to £1,715,753, (2017: £1,276,144). Kl issued invoices to KHA for purchases
and re-invoiced charges totalling £331,640, (2017: £24,180).

At the date of the statement of financial position the balance due by Kl to KHA as at 31 March
2018 was £3,079,019 (2017: £2,961,990), both years include the long term loan from KHA of
£2.620,000 with the remainder heing short term.

70




Kingdom Housing Association Limited
Notes to the Consolidated Financial Statements (cont'd)
For the year ended 31 March 2018

32. Related Party Transactions (cont'd)

On 1% April 2017 the support and care activities of KHA transferred to the new wholly owned
subsidiary company KSC along with the relevant staff carrying out those activities under the
Transfer of Undertakings and Protection of Employment Regulations.

KHA issued invoices to KSC for purchases, re-invoiced charges and management services
provided by KHA amounting to £2,035,337, (2017: £Nil). KSC issued invoices to KHA for
purchases and re-invoiced charges totalling £34,232, (2017: £Nil).

At the date of the statement of financial position the balance due to KHA from KSC as at 31
March 2018 was £7,456. At 31 March 2017 the balance due to KSC by KHA was £426,000.
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