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LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT

The Board presenis its report and the Group accounts for the year ended 31 March 2013,
PRINCIPAL ACTIVITY

The principal activity of the Group is to provide housing, management and support services to meet a range of
housing needs.

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS
Financial Performance
Link Group Limited {""Link™ or the “Association™} achieved a surphus for the year of £330 (2012 £3.2M).

incinded in the 2012 swrplus was an amount of £1.3M as an Exceptional ltem, being the settlement in Link’s
favour of g contractual dispute. The level of swplus achieved 4y 2013 reflected a balance of increased income
and reduced Operaring Costs, which amounted © approximately £1.6M in total, and which compensated for the
non recurrence of the Fxeceptional {rem,

Turnover mcreased by approximately 3.4% to £26.8M and Operating Costs reduced by 3.4% o £21M. The
income from Social Letting Activities increased by 7.6% {increasing income by £1.7M) and this reflects rent
increases applied in April 2012 and rents received from new build completions during the vear. The Turmover
from Other Activities reduced by £0.8M in total particularly reflecting the reduced number of properties Link
developed for New Supply Shared Equity sale. This income alone fell by £1.1M.

The decrease in income from Other Activities is offset by an increase in Gift Aud from subsidiaries o £0.2M.
What is also recorded as income 1o Link Group Limited is the income received for Wider Role Activities
{£0.AM). Included in Operating Cosis is the expenditure on Wider Role Activities (£0.9M) and expenditure on
Reactive Muaintenance. Planned and Cvelical Maintenance and Major Repairs, the cost of which was £6.3M in
2013 {2012, £6.1M) The total investment in 2013 on all maintenance activities was £10.6M (2012, £10M),
£3.6M ot which was treated as capital expendiure,

Armuat expenditre on Planned and Cyelical Maintenance and Major Repairs s derived from a 30-vear
ivestment model designed to ensure all Link’s propertics are maintained o a specific standard, thereby
continuing to extend the useful ife of the properties. The investment model fakes account of the Hfe cyeles of
individual compenents and generates an annual spend profile across all of Link’s stock.

Link’s investment in planned maintenance and major repairs will ensure that it meets the Scottish Housing
Quality Standard by 2015, The investment programme 15 influsnced by Link’s Asset Management Strategy,
witlch assesses when it will be appropriate to carry out whole refurbishment of properties and'or consider other
re-development opportunities, rather than a continual cyele of building component replacement.

Despite the significant Plaaned Maintenance investment in its stock, Link is required by the Statement of
Recommended Practice to depreciate its Housing Properties and Retained Surpluses are calculated atter
providing for Depreciation of £4 1M in 2013 (2012, £3.50M)

At 31 March 2013 Link™s total reserves amounted to £41.8M. an increasse of £2.5M from 2012, The increase in
reserves is solely attributalle to the Surplus achieved. In addition to providing funds for re-development, these
reserves are required 1o support the planned maintenance investment prograntme {if required) and provide a
hedge against risk. Included in the £41 8M of total reserves, the Designated Reserve for Future Maintenance
amounted fo £16. 40 (2012, £16.40 )

Pink has continued o participate In an initiative designed o assist firsttime buvers on low incomes i central
Seotland through the provision of shaved equity grants. The scheme (Open Market Shared Equuy Scheme) s
promoted by the Scottish Government and operated by Link. The grants are repavable when the propenty s sold
and are repaid in proportion to the origmal purchase price. by referenice 1o the value of the propenty when
ultimately sold. The grant repayment is returned vie Link to the Scottish Government.
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LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT (continued)

Financial Performance {continued)

In addition to the Open Market Shared Equity Pilot Lisk has developed and sold a number of shared equity
properties under an mitlative entitled “New Supply Shared Equity” With both these initfatives Link accounts for
grants received from the Scottish Government as Creditors and grants paid o Shared Equity buvers as Debiors.
The cumulative grants paid owt to successful applicants amounted to £125.8M at 31 March 2013 (2012,
£109.3%0)

The consolidated results of the group reflect the results of Link’s subsidiary companies, which mcludes two
other Registered Soecial Landlords, Horizon Housing Association and Larkfiek! Housing Association. The total
retained surplus of the group amounted to £4.2M (2012, £3.90M). The Board welcomes the conmribution by the
subsidiaries.

Fovestment and Financing

Druring the vear Liuk invested £30.1M {2012, £26M) in new properties for rent and sale on a shared ownership
basis or shared equity basis across the central belt of Scotland and on replacement of building components. This
expenditure was partly financed by Housing Association Grant (FIAG)Y of £8.50M (2012, £13.1M) with the
balance funded by income from property sales. cash flow and loans drawn from Link"s loan facilities,

The increase 1 investment in new properties 11 2013 reflected expenditure on the significant number of projects
recetving grant approval from the Scottish Government. During 2012713, Link completed 299 properties
comprising 248 for Social Rent. 12 properties to be sold on a Shared Equiry basis, 15 shared ownership
properties, 8 completed for a local authority and 16 properties (o be let ar Mid Market Rents,

In March 2012 Link concluded a Loan Agreement with the Roval Bank of Scotland for £20M 10 provide the
development period finance for the new build housing programime under construction. At March 2013 Link had
drawn £9M under the facility and has £31M available to drawdown, As the banks, the traditional lenders to the
RSL sector, are no longer able to provide long term loans, Link Hke many other RSLs, is investigating bond
finance either through borrowing from one of the bond aggregator vehicles (who raise large sums on the bond
market and on-lend 1o RS1L.8} or agreeing a Private Placement with investors, It is expected Link will raise funds
through one of these methods during 2013714,

Link’s Treasury Management policy ains © maintain approximately 50% 1o 80% of Link’s borrowings on fixed
mterest rates, maturing over a rolling pertod, as a hedge agaimat adverse movements in variable interest rates, At
Warch 2013, 34% of Link borrowings were subject to long-term fixed interest rates, with the remainng 46%
mostly on short term variable rate loans,

In addition to stock required as security for its current borrowings, Link has a large proportion of housing stock
availzble to be used as security for future borrowing (the housing stock iy vahued on an Fxstng-Use Basig -
Social Housing and reflects the value of the net rental sgream over a 30-vear period taking account of
management cosis and all projecied repairs required). Link s current development programme wil] be financed
from the existing loan facility, therefore {when completed) these properties will also be available as security for
future borrowings,

Link has a continuing, substantial investment programme. s target is 1o complete approximately 130 properiies
per annun: for rent and low cost home ownership/shared ownership/ shared equity over the S-vear business plan
period 2013714 10 2017/18,

it 15 anticipated that the amount of grant per property will continue to be restricted o at least curvent levels oy
potentially even lower, The substantial reduction in the grant levels continues to create considerable pressure
tobuild new properties for social renl. Accordingly many RSLs are developing properties at more economic rent
levels called Intermedinte Rent or Mid Market Rent (MMR). Whilst these MMR or Intermediate rents are
normally set at 80% of the Local Housing allowance levels {used as part of the caleulation to entitlement 1o
housing benefit) they are substantially higher rents than tadivional social vents. Link remaing commitied t©

exploring afl funding options o try as far as posable o continue (o develop propertes for social rent but thiy
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LANK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT {(continued)

presents a mazor financial challenge,
Operating Performance

Link's Customer Service Centre (CSC) operates from office premises in Callendar Business Park, Falkirk, The
CSC consolidates service delivery and centralises adminisirative functions relating to housing and maintenance
services, allowing ares office staff more time 10 operate divectly in the community.

The CSC is part of the main operating base of Link Housing Association (LHA) Limited. LHA v a subsidiary
company which carries out all the housing management functions for Link Group Limited inciuding the
management of the social rented housing. mid market rent, shared ownership and the shared equity sales
functions, LHA also continues to provide a comprehensive Private Scetor Leasing service for the City of
Edimburgh Council which involves the management of over 1,700 properties, let to applicants who were
previously homeless,

Link Group's Board sets performance objectives and this includes objectives for LHA in terms of service
delivery and housing management performance. The performance of LHA and the other subsidiary companies
are monitored on a guarterly basiz. Despile improvements in repairs service delivery this is an area which the
Board continued to monitor closely and has explored ways in which to improve repair response times and
customer satisfaction generally with the repaies service.

During the vear the Board agreed to set up an In House Trades Team to undertake the majority of the Reactive
Repairs for Link (at least in the first instance). The service will be progressively implemented across Link's
three main customer bases throughout Central Scotland commencing with the first phase in 2013714, Whilst cost
benefits may ensue the Board was clear that the primary drivers were to improve quality of service and customer
satisfaction with that service.

ink also monitors group performance against peers and other RSLs which form part of the Scotiish Housing
Best Value Network benchmarking group. The Board is satisfied that Link has performed favourably compared
o other housing providers and has achieved acceptable results compared with its peers and also compared 1o all
RELs generally. In additon, the Board has monitored Link’s financial and operating performance against key
targets in Link’s Business Plao and is confident that not only has Link performed well but also it has more than
comforiably achieved lending covenants.

Group Strategy

Fach vear Link's Board sets strategic ohiectives for the group and it consalis the subsidiary companies aboul
these. Following agreement 1o the Strategic Objectives, the Board also consulis the subsidiaries about setiing
keyv objectives and targets for forthcoming financial years. The subsidiaries add o these objectives and targets
and prepare business plans which are submitted to the Group Board for approval prior to the beginning of the
tinancial vear.

In its business plan, Link has focused on targets relsted to growth of the organisation - not only o terms of units
and services provided but also in Improvisg service delivery.  Link has comnutted substantial resources to
expanding the development programme, attracting other RS8Ls to join the group and meximising provcurement
efficiencies. Link has also re-affirmed its commitment to ensure continued development of efficient, quality
services and has commitied resources 1o support subsidiaries to expand and diversify service provision.

Group Structure

Lirik has charitable status and is a Registered Social Landlord (regulated by The Scottish Housing Regulator) and 15
the parent company o eight subsidiaries {a nwmber of which are dormant companies).  The results of the
subsidinries are included in these accounts and reflected in the Consolidated Income and Expenditure aceount and
Consolidated Balance Sheet. The purposes and constitutions of the subsidiaries are dealt with in a note 1o the

accounts.

L arktield Housing Association and Horizon Housing Association (both of which also have charitable status) are
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LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT (continued)

the other Registered Social Landlords in the group. As RSL subsidiaries, Larkfield and Tlorizon have retained
thetr assets, names and dentities. Link has the power o appoint the majority of the Management Commiites
members and the circumstances where Link would exercise that power are dealt with in the Independence

Agresment which governs the relationship between Link and these RS1 subsidiaries,

All other members of the group are wholly owned subsidiaries of Link Group Limited and it appoints the Board
Members of subsidiary companies on the recommendation of the subsidiary company’s Board, The Chairperson
of each sobsidiary is normally a member of the Link Board, some members of which are also members of the
Boards of the subsidiary companies; although in no case does the majority membership on these Boards consist
of Link Group Limited Board Members.

Each subsidiary has evfered imto an Independence Agreement with Link,  This document preserves the
mdependence of the subsidiaries and sets out the respective responsibilities of the subsidiary and the parent.
The Independence Agreement confirms the processes and procedures each party will conform to and the basis
upeon which services will be provided between the parties,

Business Ouflook

Link bas a swong development programme and s committed both to growih in its services 1o customers and
attracting other R51s to join the group. In addition to completing the current subsiantial development
progranume Link actively seeks to souwrce and fund the purchase of sites for housing development. to safeguard
fiture housing supply. Despite & number of R8Ls elther deciding to cease providing new affordable housing (or
bieing unable ro do 3o in the current financial environment) Link is confident that it can continue to develop and
meet the housing need particularly in areas where thers 15 a severe shortage of affordable housing options,

Despite the reduction iy new project grant funding in recent vears Link expects o be able 1o continue 1 provide
affordable housing, covering a range of tenure types, 10 people with a variety of housing needs. Link has
substantial expertise in delivering development solutions and has the financial strength and capacity 1o work
closely with the Scottish Government and others 1o continue o provide affordable housing in what is expected
i be an extremely challenging financial environment.

Whilst Link seeks to provide more affordable homes, its Board i3 acutely aware that it has a duty of care to
ensure that the position of existing tenants i3 not compromised and that these tenants continue to receive a high
quality service at affordable rems, As such Link’s 30-vear financial projections centre on ensuring that Link
remains financially viable in the long rerm and can meet all its obligations in service delivery and maintenamece
upkeep of each tenant’s home,

A major challenge being faced by all social housing providers s the introduction of welfare reform changes.
These changes will ressrict benefits, inclugding housing benefit, 1o claimants and there are real concerns about the
efteet the changes will have on tenanis” ability 1o meet their rent payvmenss. Link has invesied considerable time
in evaluating and assessing the probable impact of the changes in terms of rent arrears and poteniial bad debis
and s confident that its Arrears Manapement Policies and Procedures will enable Link w cope with the
challenge. Additional staff have been deploved with existing Housing field swaff 10 ensure Link is adequately
resourced (o respond to the effects of welfare reform.

Board and Directors

The Board consists of up 1o 15 members elected at the Annunl General Mesting, Board members serve on
various committees (as desceribed in the Statement on Internal Financial Controls) set up to manage Link
Current membership of the Board % set oui on page 1. Board membership at March 2013 {and at the date of this
report) stood at 15 Members. Each Board Member holds one fully paid share of £1 in Link, The Directors of
Ligk {whe are statf members) have no beneficial inferest in its share capital and they act within the authority
delesated by the Board of Management.



LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT (continuned)

Eguality and Diversity

Link is committed to creating an enviromwment where people are valued and given equal opportunity to
employment and services, We are guided by our values and our Equality & Diversity Policy, and our Equality
& Diversity Group meets repularly fo oversee the achievement of action plans across the group. Link is
working towards Investors in Diversity and we will continue to support our statt and board members in {urther
developing our approach w equality and diversity.

Employvee {nvolvement

Link emploved 482 staff (2012, 458) across the group on average throughout the vear. 88 staff members (2012,
87} are enaploved in Link Group Limited.

Link’s emplovee involvement covers a wide range of methods from the formal recognition of the UNITT union,
to employee information and consultation groups, working parties and project groups, Regular team and one-to-
one meetings with staft ensure that conununication is of good guality, and that these meetings supplament the

moenthly Core Brief emanating from the Board meetings and the monthly staft newsletfer,

Link’s employee involvement, learning and development activides and well-being mitiatives have been
acknowiledged through achievement of lovesiors in People Gold award and Healthy Working Lives Gold.

Basis of Preparation of Accounts

Link is in a strong financial position and based on its business plan and financial projections it will continue to
be in such a position for the foresegable future, and certainly for the nest 12 months, Accordingly, the
preparation of the accounis on g going concern basis iy appropriate.

Aunditor

A resolution to re-appoint Scott-Monorteff, as Auditor of the Association will be proposed at the Annual
CGreneral Meeting o be held on27 August 2013,

As far as each of the members of the Board ar the time the report is approved is aware;
e there 18 1o relevant mformation of which Lk’ s auditor is unaware; and

#  the members of the Board have taken all steps that they ought to have taken to make themselves aware
of any relevant audit information and to establish that the auditor s aware of the wibrmation.

BY ORDER OF THE BOARD

ES Ty
{ ;\ﬁ »'ﬂ%jf "y i

I HalligFCCA
Secretary

9 July 2013



LINK GROUP LIMITED

BOARD STATEMENT ON INTERNAL FINARNCIAL CONTROLS

Internal Finapcial Control

The Board s responsible for establishing and maintaining Link’s system of internal financial controls. Internal
conirol systems are designed o meet Link’s particular needs and the risks 1o which it is exposed, and by their
nature can provide reasenable but not absolule assurance against materin] misstatemient or loss. The key
procedurcs which the Board has established with a view 10 providing effective internal financial conirol are as
follows:-

Corporate Governanes

Link follows the Regulatory Code of Governance published by the Scoitish Housing Regulator and the Board
continues 1o be satisfied that Link complies with the Regulaiory Code of Governance,

Management Stracture

Link, for which the Bouard has overall responsibility, is governed by a set of Standing Orders, which reserves
specific powers to the Board and delegates fimetions and powers 1o its Sub-Committees, The Board operates
with two Sub Commitiees, the Andit and Risk Connmistee which ix scheduled 1o mest three times a vear, and the
Appeals Commitree which only meets if there are appeals againet disciplinary matters, Board meetings are
structured to focus on development orientated business every second month, with other business including
guarterly performance monitoring normally being deals with at every other monthly meeting.

The resit of the two Sub-Commitizes 12 further described later in this statement.
Policies

L.ink has up to date policies in place for all areas of the business, The Policy Manager (supported by the Strategy
and Business Support team and Link’s Policy Forum) co-ordinates the policy review process across the group
and during the vear the Board approved a number of revisedfupdated policies in accordance with the policy
review timetable. All Link policies are available 1o stafl through the intranet, Link also publishes costomer-
related policies on iis web page.

Procedures Manuals

Responsibility levels are set ont in detailed procedures manuals. These communivate Link’s ethos, delegation of
authority and authorisation levels, segregation of duties and atber conmol procedures together with accounting
policies and procedures. The manuals are updated regularly.

Quality and Integrity of Personngl

The integrily and competence of staft is ensured and maintained through high recruitment standards and
subseguent taining courses.  In addition Link operates a performance management Framework incorporating

quarterly staft performance reviews and annual appraisals and setfing a trainiig and development plan for all
staff,

A rumber of fraining programmes heve also been delivered 0 all saff and Link’s Leadership Development
Programme hag been completed for all line managers across the group, Well trained and qualified staff are seen
as an essential part of the control environment and the ethical standards expected of siaff are embodied within
Link’s ethos and in the Staif Code of Conduct.



LINK GROUP LIMITED

BOARD STATEMENT ON INTERNAL FINANCIAL CONTROLS {Continued)

{dentification of Business #isks

The Board is responsible for identifving the major business risks faced by Link and for determinmng the
appropriate course of action 10 manage those risks. Major business risks and thelr financial implications are
assessed by reference to established criteria.

The financial tmplications of major business risks are controlled by means of delegated authorities which
reserve significant matters o the Board for decision, segregation of duties in appropriate areas and physical
controls aver assets and access to records,

Management Information Systems

Management information systerns have been developed to provide accurate and timeous data on all aspects of
the buginess. Management accounts comparing actual results against budpet are presented to the Board monthly
together with a balance sheet and performance againgt key financial indicators. Reports accompanying the
accounts also provide mformation on Link’s borrowing, investment and recoverability of debts due.

Internal Contrel Systems

The Board monitors the operation of the internal financial control svstem by considering regular reports from
management and the external auditor and ensures appropriste corrective action i taken to address any reported
weaknesses,

Internal Aundit

Internal Audit services are provided by an experienced Internal Audit company. The audit workplan 18 generated
from a detailed Audit Needs Assessment which is based upon a svstematic risk assessment of Link’s operations

and activities. The Internal Auditor reports to the Chief Executive and to the Audit Committes.
Aundit and Risk Commniitfes

The Audit and Risk Commitiee has up 1o seven members and monitors the controls wlich are in force and any
perceived gaps in the control environment. This is achieved through reports to the Commities from the Internal
Audnor and on Rigk and Compliance matrers, The Conunittee alse considers and determines relevant action m
respect of any control issues raised by the internal or external auditors,

Appeals Committee

The Appeals Commitiee has up to five members and its function is o hear staff gnevance and disciplinary appeals,
It meets only when required.

Health & Safety

The Board is committed 10 the provision of & healthy and safe working environment. Link endeavours to eliminaie
hazards where recognisable, mcluding the risk of fire, security losses, damage to plant, property and the
envirenment, thus significantly reducing the risk of personal injury or occupational i1l health 1o all personnel. The
Health & Safety Committee (a staff group) oversees Link’s risk assessment programme and regularly reviews the
policy. Link’s full-time Health and Safery Officer works closely with the Health and Safety Commitiee,

Statement
The Board has reviewed the effectiveness of the system of internal financial controls which has been operating

during the vesr and bevond, No weaknesses have been found which resulled in material losses, contingencies or
uncertainties that require disclosure,



LINK GROUP LIMITED

STATEMENT OF RESPONSIBILITIES OF THE BOARD OF MANAGEMENT IN RESPECT OF THE
GROUP ACCOUNTS

Legislation requires the Board of Management to prepare group accounts for sach financial year which give a true
and fair view of the stare of affairs of the Asscclation and the group, and of the income and expenditure of the
Association and the group for that period. In preparing those ascounts, the Board is reguired 1o

- select spitable accounting policies and then apply them consistently;
- muake judgements and estimares that are reasonable and pradent;

- prepare the accourss on the going concern basis unless it is inappropriate to presume that the group will
continue in business.

The Board s responsible for ensuring that arvangements are made for keeping proper books of account with
respect to the group's transactions and its assers and Habilities and for mainiaining a satisfactory svstem of
control over the group's books of account and tansactions. The Board s also responsible for ensuring that
arrangements are made to safeguard the assets of the group and hence for taking reasomable steps for the
prevention and detection of fraud and other irrepalarities.

fowd



LINKE GROLUP LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LINK GROUP LIMITED

We have audited the financial statements of Link Group Limited, (the Association), and the consolidated financial
statements for the vear ended 31 March 2013 which comprise the consolidated income and expenditure account,
the consolidated statement of 1otal recognised gains and losses, Link Group income and expenditure account, Link
Group's statement of foral recognised gains and losses, consolidated batance sheet, Link Group balance sheet,
consolidated cash flow statement, Link Group ceshiflow statement and related notes. The financial reporting
framework that has been applied is applicable law, United Kingdom Accounting Standards {United Kingdom
Generally Accepted Accounting Practice) and the Statement of Recormended Practice - Accounting by Registered
Social Housing Providers issued in 2010

This report s made solely 1o the Association'’s members as a body, in accordance with Section 9 of the Friendly
and Indusirial and Provident Societies Act 1968, Our audit work has been undertaken so that we might state to the
Assaciation's members those matters we are required 1o state to them in an auditor's report and for no other
purpose. To the fullest extent permitied by law, we do not accept or asstme responsibility to anyone other than the
Association and the Association's members as a body, for owr audit work, for this report, or for the opinions we
have formed,

Respective responsibilities of board of management and andifor

As explained more fully in the Board of Management Responsibilities statement set out on page 9, the board
members are responsible for the preparation of the financial statements and for being satisfied that they give a nue
and fair view.

Ciur respensibility s 1o audit and express an opinion on the financial statements in accordance with applicable law
and International Smndards on Auditing (UK and Ireland).  Those standards require us to comply with the
Aunditing Practices Board’s (APB’s) Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obmining evidence abeut the amounis and disclosures in the financial statements sufficient o
give reasonable assurance that the financial statements are free from matenial misstatement, whether caused by
frand or error. This includes an assessment oft whether the accounting polictes are appropriate o the Group's
circumstances and have been consistenily applied and adequately disclosed; the reasonableness of significant
acoounting estimates made by the Board of Management; and overall presentstion of the financial statements. In
addition, we read all the financial and non-financial information in the Repon of the Board of Management to
identify material inconsistencies with the audited financial stetements. 1f we become aware of any apparent
material misstaternents or inconsistencies we consider the implications {or our report.

Opinion on financial statements
In our opindon the consolidated financial statements:

s give a true and fair view of the siate of the Group and the Association’s affairs as at 31 March 2013 and of the
surplus for the vear then ended;

= have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
and the Statement of Recommended Practice - Accounting by Registered Social Providers issued in 2010;

e have been prepared in accordance with the requirements of the Indusirial and Provident Societies Acts 1965 to
2002, Part 6 the Housing { Scotland ) Act 2010 and the Determination of Accounting Requirements 2012 as
issued by the Scottish Houwsing Regulator,
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LINK GROUP LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LINK GROUP LIMITED
{continned)

Matters on which we are reguived to report by exception

We have nothing o report in respect of the following matiers where the Indusirial and Provident Societies Acts,
1965 1o 2002 require us 10 report to vou if, in our opinion:

a satisfactory svstemn of control over transactions has not been maintained; or
the group has not kept proper accounting records: or

the financial statements are not m agreement with the books of account; or

we have not recerved all the information and explanations we need for our audit,

® % & 2

Cerporate Governance Matfters

In additlon o our sudit of the financial siatements, we have reviewed the Board’s statement on pages 7 to 8 on
the Association’s compliance with the guidance given in Ralsing Standards in Housing published by the Scoish
Federation of Housing Associations. The objective of the review is 1o draw aftention to non-compliance with
those paragraphs of the code, if not otherwise disclosed,

We carried out our review having regard to Bulletin 20094 issued by the Auditing Practices Board. That
guidance does not require us to perform the additional work necessary w, and we do not, express any opinion on
the effectivensss of the Association’s system of imternal financial control or 15 corporate governance
procedures,

Opinion

With respect of the Board’s statement ont imernal financial control on pages 710 8, in our opinion the Board has
provided the disclosures required by Raising Standards in Housing and such statements are not inconsistent with
the information of which we are aware from our audit work on the financial statements.

St E e
STkl ~ Moty
Secott-Mongrielf
Chartered Accountants
Statutory Auditor
25 Bothwell Street
Glasgow (G2 6NL

G July 2013
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LINK GROUP LIMITED

CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED

I MARCH 2013

Motes 2013 412
£7060 £060
Turnover 3a 39 085 38.018
Less: Operating Costs 3a (31,9023 324753
Operating Surplus 3a 7,183 5,543
huterest receivable 23 23
Inferest pavable 7 {3,497 {3,165)
Gain on Disposal of Properties 309 224
Exceptional Tems . 1.321
Surplus for the vear hefore taxation 4218 3,946
Corporation Tax i1 - -
Surplus for the year after taxation 4,218 3,846
The results Tor the vear relate wholly (o continning activitios,
CONSOLIDATED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE YEARENDED 31 MARCH 2013
2813 212
£°060 2660
Surphus for the vear 4,218 3,946
Prior vear adjustment 699
4,218 4,643

The notes on pages 18 10 44 form part of these accounts,
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LINK GROUP LIMITED

LINK GROUP LIMITED INCOME AND EXPENDITURE ACCOUNT FOR THE VEAR ENDED
JTMARCH 2013

Nates 2013 1012
£7000 £1000
Turnover 3b 26,781 25910
Less: Operating Costs 3% (20,085 {21.721)
Operating Surplus 3b 5,796 4,189
Interest receivable 21 71
Interest pavable 7 (2,974 {2,609
Gain on Disposal of Properties 5 488 224
Exceptional Trems - 1.321
Surplus for the vear 3,331 3196

The results for the vear relate wholly 10 continuing activities.

LINK GROUP LIMITED STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 MARCH 2013

2613 2012
£°000 £7000
Surplus for the vear 3.331 3,196
Prior vear adjustment - (413)
3331 3783

The notes on pages 18 w44 o part of these accounts.
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LINK GROUP LIMITED

CONSOLIDATED BALANCE SHEET AS AT 31 MARCH 2013

Tangible Fixed Assets
Housing Properties - Depreciated Cost
Less: Social Housing Granis

Other Public Grants

Other Fixed Assets

Current Assets

Work in Progress

Debtors

Cash at bank and in hand

Crediters: amounts falling due within one vear
Met Current Assels

Toial Assets Less Current Liabilities

Creditors: amounts falling due after more than one vear

Mol Assets

Capital and Reserves
Share Capital
[esignated Reserve
Resiricted Reserve
Negative Goodwil]
Revenue Reserve

Authorised for issue by the Boeard of Mansgoment on ¥ July 2013 and siened on 18 behalf by:-

, o
P Foreman, Chairman f/’“

E Banks, Board Member

Y T,
I Hall, Secretary FRA RSN
’ TOAL TR
)

The notes on pages 18 to 44 form part of these accoums

14

Maoteg

19

21

27
23

24a

2013 2012
£°000 £2000
392,032 368,009
(253 268) (247.687)
(2,524) (2.534)
134,240 117.788
8.420 8.064
142 669 125832
1,771 7,641
127,506 114,944
9,786 10.451
139,063 128.036
(136,942 (127,364}
2121 672
144,790 126,524
(96,971} (82.047)
47819 44,477
16,960 16,928

- 876

30,859 26,673
47519 44 477




LINK GROUP LIMITED

LINK GROUP LIMITED BALANCE SHEET AS AT 31 MARCH 2013

Motes 2013 Hil
£705840 £°060

Tangible Fived Assets
Housing Properties - Depreciated Cost 13b 326,059 302,677
Less: Social Housing Graunts 13h {210,070y {202.643)
Other Public Grants 13h {2,524 {2,534}
113,465 097,500
Other Fived Assets 14h 7,124 7.402
Investments 13 50 50
120,639 104,952

Current Assets

Work In Progress 16 1,748 2,633
Debtors 17 13,238 14,280
Cash at bank and in hand 1.817 3,843
16,803 20,858
Creditors: amounts falling due within one vear ig (15,714} {22,108
Net Current Assets/(Lishilities) 1,089 {1,250%
Total Assets Less Current Liabilities 121,728 103,702
Creditors: amounts falling due afier more than one year 19 {79.962) (54,391
Mot Assels 41,766 39311

Capital and Reserves
Share Capital 20 - -
Designated Reserve 21 10,396 16,396
Negative Goodwill 23 - 876
Revenue Reserve 24h 25370 22,030
41,766 39317

Authorised for issue by the Board of Management on 9 July 2013 and signed on its behalf by~

' s
P Foreman, Chairman / e

4

i /f )
E Banks, Board Member }’g;{‘f {i _ i{’/%

I Hall, Seoretary ;\%Ags;\é atl

]
k|

%

The notes on pages 18 to 44 form part of these accounts
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LINK GROUP LIMITED

CONSGLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2013

Motes 2013 1012

£2600 £7000
Met cash inflow from operating activities 28 15,585 8,851
Returns on investraents and servicing of finanee 29a (3,469} {3,138)
Taxation -
Capital expenditure 29b (21.763) {11,66%)
Cash (outflow) before use of liquid resources and financing (9.649) (5.952)
Financing 29¢ 8,084 6,162
{BDecreaseyincrease in cash {663 216

16



LINK GROUP LIMITED

LINKE GROUP LIMITED CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2013

Net cash inflow from operating activities
Returns on investiments and servicing of finance
Taxation

Capital expenditure

Cash (ontflow) before use of liguid resources and
financing

Financing

{Decrense) in cash

17

Motes

2%a

29b

290

2013 2012
£°000 £7000
11,185 9,785
(2.549) (2.534)
(19.959) (12,601}
(11.723) (3,350
9,507 3,633

(2,126} (1,717




LINK GROUP LIMITED

NOTES TOTHE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013

{a)

(b)

(©)

{d}

{e)

(M)

ACCOUNTING POLICIES
Intreduction and accounting hasis

Link Group Limited 15 meorporated under the Industrial and Provident Societiss Act 1965 and is & housing
assoviation registered with the Scottish Housing Regulator under the Housing (Scotland) Act 2010,

The accounts are prepared under the historical cost convention and on a going concern basis, in accordance
with applicable accounting standards and conply with the Determination of Accounting Requirements 2012
as dssued by the Scottish Housing Regulator and the Statement of Recownended Practice (SORPL
Accounting by Registerad Social Housing Providers 2010,

Basis of Cousolidation & Geing Concern

The group financial statements consolidate those of Link Group Limited and of its subsidiary undertakings
drawrr up to 31 March 2013, Profits or losses on intra-group fransaction are eliminared in full. The Board of
Management anticipate that 2 surplus will be generated in the vear 1o 31 March 2014, The Group has healthy
cash funds and thus the Board of Management are satisfied that there are sufficient resowrces in place to
continue operating i the foreseeable future. On this basis, the Board of Mauvagement continue to adopt the
going concemn basis,

fnvestimenis

Invesunents are included at cost less provision for any permanent diminution in value. The Board i of the
opinion that this does not differ materially from the market value,

Tangible Fixed Assets - housing land and buildings

Housing properties are stated at cost. Expenditure on schemes which are subsequently aborted is written off in
the year in which it is recognised that the schemes will not be developed 1o completion.

{irants
Capital Groants

Housing Asscciation Grant (HAG) 13 paid by The Scottish Government to Registered Social Landlords and is
utiised 1o reduce the capital costs of an approved scheme o an amount of required loan finance which 1t 13
estimated can be serviced by the net annual income of the scheme. The amount of HAG 15 caleulated on
gqualifying costs of the scheme in accordance with instructions issued from time to time by The Scottish
Government, HAG is repavable under certain circumstances, primanly following sale of property, but will
normally be restricted 10 net proceeds of sale,

Other capital grants are shown, as 18 HAG, on the face of the balance sheet as the comulative gross amount
received and as a deduction from the fixed assets to which thev relate,

Revenue Grants

Grants received for affordable housing for sale projects are credited against work in progress and therefore
cost of sales 18 stated net of grants received,

Orants received for Shared Fguity tnitistives are included in creditors and the grants made to successtul
Shared Fouity applicants are included in debtors,

AMortgages

Mortgage loans are advanced by banks under the twrms of loan facilny ag
Asgsociation’s housing properties

wenis i orespect ol the

18



LANK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FORTHE YEAR ENDED 31 MARCH 2013 (continued)

(b}

£}

)

ACCOUNTING POLICIES {(continued)

Depreciation
Housing land and buildings

Properties are stated at historical cost, less social housing and other public grants and less accumulated
depreciation. Fach property has been split between its major component parts which are depreciated on a
straight Hae basis over their expected economic useful life. The following major componentis and useful lives
have been identified by the Group:

Land - not depreciated Windows -~ over 30 veary Pipework — over 24 vears
Structure - over 50 - 60 vears Doors - over 30 vears Kitchen — over 15 vears
Reswaring - over 40 yvears Bathrooms — over 25 years Boilers — over 12 vears

Other fived assets

Expenditure incurred on the Groug's offices is wiitten off over 50 vears. Improvements 1o offices leased by the
Association are capitalised and depreciated over the term of the lease. Fumniture, fittings and sguipment are
depreciated ar 13% per annum on cost. Motor vehicles are depreciated ar 23% per anmum of net book value,
Computer equipment and systems arve depreciated at 10%, 20% or 33.3% per annum on cost, according to the

estimated useful lite of the asset.
Work In Progress

Costs inourred on construction of property for sale are included at cost within work in progress. Interest on
related Toans is aiso mehuded in work in progress, where applicable.

Designaied Future Maintenance Reserve

The reserve exists 1o fund future planned and cvolical mainienance and major repairs 1o the Group's housing
stock, the cost of which will not be funded by grant. The Group has a policy of maintaining its housing stock
0 a kgh standard and the transfer o the reserve has been determined in accordance with a comprebensive
planned maintenance programme.  Actual costs incurred are charged in the Income and Expenditure Account
Transfers from the reserve 10 the Income and Fxpenditure Account are made 1o cover the annual expenditure
incurred,

Appartionment of Management Expenses

Tirect emplovee, administration and operating costs have been apportioned o the relevant operational
functions undertaken by the Group, primarily on the basis of costs of the staff engaged in the operations dealt
with in these accounts and additionally by reference to the costs of the overhead expenditure consumed,
Pension Costs

The Association participates in two pension schemes, a defined benefit pension scheme and a2 group personal
pension scheme (a defined contribution scheme). The Association’s contributions for 2012713 under the
schemes have been fully charged w the Income and Expenditure Account,

Defined Conteibution Scheme

The pension costs charped to the Income and Expenditure Account represent the amount of the contributions

pavable 10 the scheme inrespect of the accounting period.

19



LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (continued)

it

ACCOUNTING POLICIES {continued)

Defined Benefit Scheme

The pension costs charged to the Income and Expenditure Account are based on actuarial methods and
assuraptions designed to spread the anticipated pension costs over the service lives of the employees in the
scheme, o as 1o ensure that the regular pension cost represents a substantially level percentage of the current
and expected future pensionable pavroll.

VAT

The Group has Group registration for VAT purposes. A large proportion of the Group's income, rents, is
exenpt for VAT purposes and therefore gives rise 10 & partial exemption caleulation. For 2012/13, only a
amall proportion of VAT paid 18 recoverable, expenditure is therefore shown inclusive of VAT and any input
VAT recovered is included in other income.

{n1) Lense Obligations

i

Rentals paid under operating leases are charged 1o the Income and Expenditure Account o a straight line
basiy over the lease term,

TURNOVER

Turnover, which is stated net of value added wx, represents income receivable from lettings and property
management, revenue grants, fees bom managed associations and other income. In respect of the
Corsolidated Income and Fxpenditure Account, tornover also includes income from providing support and
personal care services, housing for sale projects and property management and factoring income,

Also included is any income from first tranche shared ownership disposals and the sale of properties on a
shared equity basis.
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (Continned)

&,

GAIN ON DISPOSAL OF FIXED ASSETS
It the year to 31 March 2013 Link Group Limited achieved a pain on disposal of fixed assets of £487.52¢

commpared Lo a gain m 2012 of £224,273, During the vear, Link continued to sell properties under the Right io
Buy fegislation and also the onward sale of Shared ownership wanches,

INTEREST PAYABLE AND SIMILAR CHARGES

Inferest payable in the year has been charged as follows -

Consclidated Link Group Lud
2013 2012 2013 2012
L7000 000 £°008 £°000
Income and Expenditure Account - Loan Interest 3,497 3,163 2,974 2,609
Capitalised 1 work in progress - - - -
3497 3,165 2974 2,609
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LINK GROUP LIMIUTED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (Continned)

£ DIRECTORS AND BOARD MEMBERY EMOLUMENTS

The agpregate Directors’ emoluments, over £60,000, including the Chief Executive were as follows;
Ceonsolidated Link Group Lid
1813 012 2013 2012
£7600 £7064 £7060 £000
Emotuments (including pension contributions) 469 518 435 380

The Directors whose emoluments exceed £60,000 fall within the following bandings;

Censolidated Link Group Lid

2613 2012 2013 2012

Emoluments {excluding pension contributions) Mo, Mo, Mo, No.
£65,001 - £70,000 2 1 2 ]
£70,081 - £73,000 - - - -
£75,001 - £80.000 ] ] 1 !
LBO001 - £85,000 1 1 i 1
L£83,001 - £90.000 - | - |
£90,001 - £95,000 - - - -
£95.001 - £100.000 1 | 1 1
5 5 5 5

The emaluments of the highest paid Director, who 18 the Clief Executive are £95.347 (2012, £99.831).

The Chief Executive is an ordinary member of the pension scheme, no enhanced or special tenms apply and

he has no other pension arrangements with Link, The pension contribution by Link in respeet of the Chief
Executive amounted 10 £11,364 (2012, £10,996),

There were no emoluments paid 1o Board or Committee Members during the vear.

Consolidated Vink Group Lid
2013 2612 2013 2012
£7006 £°000 £7400 £800
Travel expenses reimbursed 10 Board and
Comnittes Members 7 8 4 3

During the vear there were two tenant Link Group Board Members (2012, two) whose tenancies were on
normal terms,
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2012 (Continued)

g,

1113

it

EMPLOYEES

Staff costs during the vear:
Wages and salaries

Social Secunty costs

Other pension costs

The average number of persons
persons employved during the year

The average rumber of full e
equivalent pursons emploved during the year

AUDITORS REMUNERATION

The remuneration of the auditors (ncluding
expenses and VAT for the vear

Audit services
(rthier services

TAXKATION

Link Group Limited has charitable status for taxation purposes.

Consolidated Link Group Ltd
2013 2012 2013 2012
L7000 £°000 £2000 £7000
10,507 10,135 3124 2,943
972 947 342 324
811 518 312 297
12,280 11,900 3.778 3,564
Consolidated Link Group L1d
2013 012 2013 2012
Mo, o, o, Mo,
482 438 92 &7
Consalidated Link Group Lid
2013 2012 2013 2012
No. MNo. M, o,
405 399 8% 84
Consclidated Link Group Lid
2013 2012 2013 2012
£°008 £7000 £7000 £7060
32 51 16 16
7 7 8 6
59 58 22 22

Iy the vear to 31 March 2013 ot 45

considered that the Association’s activities were within the scope of the charitable status and accordingly
no provision for taxation is necessary for Link Group Limited.
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LIAK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTE FOR THE YEAR ENDED 31 MARCH 20613 (Continued)

12, HOUSING STOCK - LINK GROUP

Analysis of Housing Stock by Accommodation Tvpe

Link Group Limited
Housing accommodation for letung
Shared Bedspaces
Shared Owmership accommodation

Larkfield Housing Association Limited
Housing accommodation for letting

Horizon Housing Association
Housing accommodation for letting
Shared Ownership accommaodation
Supported Bedspaces

Total units iy management

Units in Management Units Under Developmoent
31 Mareh 31 March 31 March 31 March
2013 2012 2013 2012
Units Units Usiits Units
5,082 5888 168 245
532 532 - -

511 538! 6 27

394 396 - -

RER 793 - -

28 25 - -

3 25 - -

8,387 2170 174 272

Included in Link Group Limited above are 74 units cumrently out of management (2012- 64) and
excluded are 296 non-housing units (2012 - 270)

In addition, the following units are managed by other bodies;

Organisation

Stirlmg University
Others

Liasits
31 March 3% March
2013 2312
Units Units
85 3
i1
95 96

Ay
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LINK GROUP LIMITED

MOTES TO THE GHOUP ACCOUNTS FORTHE YEAR EXBED 31 MARCH 2013 (Continueid)

Ha, TAMNGIBLE FIXED ASSETE - OTHER FIXED ASSETS - CONSOLIDATED

14h.

Heritable
Office Plant & 26813 2913
Property Equipment Vehicles Tuotal Total
£°800 £°000 £°000 £7000 £°000
Cost
At April 2012 8,257 1,598 [ 0,070 10,007
Additions 642 170 4 R1G 3ad
Disposals - (L7 () (1263 (297
At 31 March 2013 8,869 1.751 116 10,760 10,070
Grant
At T Aprit 2012 - 2 - 2 2
Additions - - - - -
Disposals - - - - -
At 31 March 2013 - 2 - 2 2
Depreciation
AU T Aprit 2012 894 933 a7 2004 1863
Provided during the year 178 248 35 4351 437
On Disposals - (SELD) {8} (126) {2983
AT 31 March 2913 1,177 1,068 84 2,329 2.004
Net Book Value at 31 Barch 2013 7,732 681 26 8,429 8,064
Wef Book Value at 31 March 2012 7258 7ER 48 B.004
TANGIBLE FIXED ASSETS - OTHER FIRED ASSETS - LINK GROUP LTD
Heritable
Office Flant & 2012 2012
Property Equipment Yehicles Fotal Total
£7000 £7000 £2000 £°000 £°000
Cost
At E April 2012 7513 1436 30 8.99¢9 8,942
Additions - 95 4 99 334
Disposals - (17 (93 (120% (2973
At 31 March 2013 7,513 1.434 25 8,972 8,999
Depreciation
Al April 2012 858 16 23 1,397 1.306
Prosvided during the vear 150 224 3 3 389
On Disposals - {11%) (8) {126 {2983
At 31 March 2013 1,008 222 i3 1,448 1597
Met Book Value at 31 March 2013 6,505 G2 7 F124 7,402
Met Book Value ar 37 March 2012 6,655 740 7 7,402
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE VEAR EXNDED 3 MARCH 2012 (Continued)

15,

16,

INVESTHMENTS (continued)

Cost

A1 April 2012 and 31 March 2013
Amounts written down

At ] April 2012 and 31 March 2013
Shares redeemed during the year
Al April 2012 and 31 March 2013

Net Book Value At 1 April 2017 and 31 March 2913

WORK IN PROGRESS

At1 April 2012

Expenditure on development properties
Shared ownership first tranche costs

Cost of disposals transferred (o cost of sales
Stock

A1 33 March 2813

Shares in

Shares in

Group Group
Undertakings Undertakings
2013 2012
£ £
50,002 50.002
50,002 30,002
Consolidated Link Group Lid
2013 2012 2013 2012
£000 £7004 £7000 £000
2435 2,149 2,635 1.626
1,923 4,459 606 4462
(2.793) {3972 {14933 {3.453)
6 5 - -
1,771 2,641 1,748 2,635




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (Continued)

17.

18,

DERTORS
Consclidated Pink Group Lid
2013 2012 2013 piily
£°0060 £7000 £900 £000
Arrears of rent and service charges 1,416 1,150 1.160 G352
Less: Provision for bad and doubtful debis (461) £387) {367) (3313
HAG receivable 16352 1.474 06 1,474
Revenue Grants Recetvable 83 219 - -
Shared Equity Grauts 122,629 107,388 6,536 3.965
Oiher debtors {less provision £113.122
2012 - £105,414) 1.831 3,623 93 695
Prepayments 356 1,487 173 1,380
Due from subsidraries . - 4837 4,158
127,506 114,944 3,238 14,280

The amount due from subsidiaries represents rental income collected by subsidiary companies on behalf of
[ink Group Limited and not received by Link Group until after the vear end. In addition, the amount due from
subsidiaries also includes charges levied by Link Group for services provided which were myvoiced fo the

subsidiaries, and also paid after the vear end.

CREDITORS - AMOUNTS FALLING DUE WITHIN ONE YEAR

Caonsolidated Link Group Lad

013 2012 2013 212

£7000 £7600 £666 2000
Housing Loans - current instalments due (Mote 19) 970 6,910 304 6,368
Shared Equaty Grants 125,817 109,261 T.237 7,133
Trade and other creditors 6,560 8,888 6,011 6,288
Taxation and Social Security 412 338 417 338
Penzion Contributions 74 68 74 68
Avcrualy 2,044 1,258 403 330
Rents in advance 663 &l 480 455
Amounts owed to group undertakings - - 694 1125
136,942 127,364 13,714 22,108

Included in Trade and Other Creditors is an amount of £773,000 (2012, £775.000), representing a grant repayable to
the Scottish Government, The amount repavable relaies (o grant aided flats, which were demolished following the
discovery of serious structural defects, Link does not consider the grant repavment o be equitable and has made
representations to the Scoitish Government for further abatement, although in the accounts the full amount
repavable has been provided.

Lo
S



LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (Continued)

19. CREDITORS - AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

Consolidated Link Group Ltid
1613 2812 2613 2012
£°500 £a060 £066 27004
L.oan Facilities 86,771 81,847 79,762 64,391
The Scottish Government 200 200 - -
56,871 82,047 76762 64,391

The Scoutish Government has advanced funds 1o Larkfield Housing Association in respect of proposed works
owner occupied properties. These funds will be repaid w The Scottish Government once repairs are completad
and coniributions received from the owners,

Consolidated Link Group Led
Amnalvsis of Loan Faeilities 2013 2012 2013 012
£7000 £400 £7500 £4000
Heusing Loans
Fixed Rate
Advanced by Banks 43,000 35000 43,000 33,600
Advanced by Building Societies 6,404 8,396 - 1168
Variable Rate
Advanced by Banks 35,400 33,700 35400 33,7100
Advanced by Building Socigties 12,837 11,661 1,956 891
97,741 #8,757 80,356 70,750

The group has loan facilities of £109.9m, of which £97.7m had been drawn down as at 31 March 2013 (2012 -
£8E 81y, The loan facility is secured over a number of the Asseciation’s housing properties,

Interest on the loans was charged at inferest rates betwoen 0.8252% and 53.3072% (2012, between 0.9492% and
6.1700%

Analysis of Maturity of Debt

Consolidated Link Group Lid
2013 2612 2013 2012
£7600 £°060 £°000 £76480

Armounts Repayvable:

I one year or less, or on demand 970 6,910 394 6,268
Between one and two vears 10,007 947 9,305 363
Between two and live vears 3.654 3,264 391 1,311
14,631 1116 11380 8,044
In five years or more 83,110 77,041 G976 62,715
07 741 88,757 30,3536 70,739




LAINK GROUP LIMITED

NOTES TOTHE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (Continued)

24,

21.

23,

SHARE CAPITAL

Shares of £1 each fully paid and issued

At beginning of the vear
Shares issued during the vear
Shares surrendered during the vear

Shares of £1 each fully paid at end of the vear

Consolidated Link Group Lid
2013 2012 2613 2012
Ma. X, Mo, No,
417 445 2353 257
24 31 3 11
(7 (39} (8) (15)
424 417 250 253

DESIGNATED FUTURE MAINTENANCE RESERVE - CONSOLIDATED AND LINK GROUP

LIMITED

Balance at 1 April 2012
Net transfer from Income and Expenditure
Accowit

At 31 March 2013

RESTRICTED RESERVE - CONSOLIDATED

Balance at 1 April 2012

From [ncome and Expenditure Account
To Income and Expendinre Account
At 31 March 2013

Consolidated Link Group Lid.
2013 2012 2013 3012
Total Total Total Total
£°000 2000 £°601 £°060
16,928 16,508 16,396 16,366
32 20 . .
16,960 164928 16,396 16,396
2813 2012
Total Total
008 £°064
; 75
- (23]

NEGATIVE GOODWILL - CONSOLIDATED AND LINK GROUP LIMITED

Balance at | April 2012
Amortised during the vear
Ar 31 March 2013

2013 2012
Tetal Total
£000 RSt

876 876
{R78) -

- 876

(a3
-



LINK GROUP LIMITED

MOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (Continued)

244,

2,

26.

BEVENULE RESERVES - CONSOLIDATED

2013 2512

Total Total

£°400 £°000

Balance at 1 April 2012 26,673 22,747

Surplus i the year 4218 3,946

Net rransfer (1o} designated reserve (323 (20}

At 3] March 2013 30,859 26,673
REVENRUE RESERVES - LINK GROUP LIMITED

2013 2812

Total Total

£°000 £°800

Balance at 1 April 2012 22035 18,543

Surplus in the vear 3,331 3,190

At 2T March 2013 25,370 22.039

CAPITAL COMMIUTMENTS

Ar 31 March 2013 authorised and contracted commitments outstanding amoumned to approximately £8.7m
for Link Group Limited (2012 - £12.4m) and £8 7o for the group (2012 - £12.4m).

CONTINGENT LIABILITIES
Oifice Repairs

A contingent lability exists in respect of potential repairs to Link’s property at 170 Hope Street, Glasgow.
The property is isted and deemed o be of significant architectural imponance. although major expendifure
15 required to make the property safe. Agrecment has been reached in principle with Glasgow Building
Preservation Trust to purchase the property for £1 which will free Link from any lisbility for repairs o the
building.

Horizon Housing Asseciation Outstanding Claiw

A claim for damages in the sum of £459 329 hay been made agamst Horzon Housing Association by a
local authority in respect of an slleged breach of contract in relation 1o provision of development services
at Ladeside Gardens, Kilmaurs, Horizon ig strongly defending the action and appropriate risk assessments
have been carried cul to mitigate against any material financial or operational lmpact on the association.
Pensions

Link Group Limited has been notified by the Pensions Trust of the estimated emplover debt on withdrawal

fromn thie Schemie based on the financial position of the Scheme as at 30 September 2012, As of this date
the estimated emplover debt for Link Group Limited was £4,007 862,

38



LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (Continved)

21,

28,

OBLIGATIONS UNDER LEASES

Anmual commitments under non-cancellable operating leases are ag follows:

CONSOLIDATED 2013 201z
fand and Land and
Buildings {ther  Buildings Other
£7800 £°800 £°860 £°009
Omperating leases which expire:
Within one vear - i - -
In the second to fifih year inclusive - - - 13
Over five vears - - 36 -
- ! 3b 13
LINW GROUP LIMITED 2013 2012
Land and Land and
Buildings Other Buildings Oty
£008 £7000 £7600 £7008
Operating leases which expire:
Within one year - 1 - -
In the second to fifth vear inclusive - - - 13
Over five vears - - 36 -
- - 36 13
RECONCILIATION OF SURPLUS TO NET CASH FLOW FROM OPERATING ACTIVITY
Counsolidated Link Group Lud
2613 2032 013 2612
£°8060 £°060 £969 £7000
Operating surplus 7183 5,543 5,796 41849
Depreciation charges 5.634 4956 4,848 4221
Exeeptional Hems 1,321 - 1,321
Release of Negative Goodwill (876) {8763
Ircreass in creditors 16231 6,779 243 2,843
{Increaseydecrease in dehiors (13,4573 (9,253 2R7 {1,779
{Increaseydecrease inwork in progress R63 {4953 #87 {1,010}
MNet Cash inflow from Operating
Aclivities 15,585 4,851 11,183 9,785




LINK GROUP LIMITED

NOTESTO THE GROUP ACCOUNTS FOR THE YEAR EXDED 31 MARCH 2013 (Continued)

29, GROSS CASH FLOWS

Consolidated Link Group Lid
{2} Returns on Investments and Servicing of 2013 013 2013 2012
Finance £7000 £7060 £'000 £°000
Interest received 23 23 21 71
Tnterest paid (3,492 (3,161) {2,5970) {2,605}
{3.469) {3,138) {2,949) (2.534)
{by Capital Lxpenditure
Acquisition and construction of housing
Properties (32,1809 (26,515) {30,030y {25.285)
Purchase of other fixed assers (913 {3807 {(89) {374
Capital grants recetved 9,559 14,876 9,210 12,705
Grants repaid i6 (311 16 (311)
Sale proceeds of housing properties 831 663 834 664

Sale proceeds of other fixed asses - - - -

{21,763) (11.665) {19,050} (126013

(¢y Financing

Loan advances received - housing HIRELY 7000 10,000 4 000
Loan principal repayments - Housing {1.016) {838) {403) {367}
8,584 6,162 9567 3633

30a. RECONCILIATION OF MNET CASH FLOW TO MOVEMENT IN NET DEBT - CONSOLIDATED

2013 012

£'000 LG00
{Decrease) Increase in cash in the perind {665) 210
Cash {inflow) movement in debs (8,084} {6,162}
Movement in net debt in the period (9,649) {5,952}
Netdebt at 1 April 2012 {78.306) {72,354)
Met debt at 31 March 2013 (87,935} {78.,306)

40



LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (Continued)

30b, RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT

3ia.

3ib.

LINK GROUP LIMITED

2013 612
£°600 £'000
{Decrease} in cash in the period {(2,126) (1717
Cash (inflow) movement i debt {9,597) {3.633)
Movemnent in nef debt in the period (11,723 {5,350)
Net debt at 1 April 2017 (66,816) (61,466)
et debt at 31 March 2013 (78,539) (66,816)
ANALYSIS OF NET DEBT - CONSOLIDATED
At 1 Apri Cash At 31
2012 Flaws March
L1000 2013
£000 £1000
Cash at bank 10,454 {6635) G 786
Debt due after one vear (81,8473 (14,924} (96,771)
Debt due within one vear {6,910} 5,940 (9709
{78,306} (9,640} {87.935)
ANMALYSIS OF NET DEBT - LINK GROUP LIMITED
At 1 April Cash At 31 March
piiy ) Flows 2813
£7000 £'000 £7000
Cash at bank 3,943 {2,126) 1,817
Debt due after one vear {64,391 (15,5713 {79,902}
Debt due within one vear (6,368 5,874 {394
Liguid resources -
(66,816) (11.723) {78,539)




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (Continved)

32, PENSIONS
Defined Contribution Scheme

172 members of staff are members of the Link group personal pension scheme (2012, 186), of whom 61 are
emploved by Link Group Limited (2012, 63). The assets of the scheme are administered by trustees in a fund
mdependent of the Link Group. The total emplover contributions for the vear ended 31 March 2013 amounted
1o £375.479 (2017 £565,138), of which £277.865 was made in relation to Link Group Limited staff {2012
£264,3911.

Defined Benefit Scheme
General

Lank group alse participates in the SHAPS Pension Scheme (the “scheme™). The Scheme i3 a multi-emplover
defined benefit scheme. The scheme is funded and is contracied out of the state scheme.

The Scheme offers five benefit structures to emplovers, namely:

- Final salary with a 1/60th acerual rate

- Career average revalued eamings with a 1/60th acerual rate

- Career average revalued camings with a 1/70th acorual rate

- Career average revalued camings with a 1/80th acorual rate

- Career average revalued eamings with a 17120th accrual rate, contracted in.

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

Link Group Limited and Larkfield H AL Limited have elected to continue 10 operate the final salary with a
160" aecrual rate benefit siructure for active members and new entrants from | April 2012, Horizon H.AL
Limited has elected to operate the final salary with a 1/60™ acerual rate benefit structure for active members
and the carcer average revalued camings {(CARE) with a 17120th accrual rate benefit siructure for new
entrants from 1 April 2012,

The Trustee commissions an actuarial valuation of the Scheme every 3 years. The main pumpose of the
valuation is to determine the financial positdon of the Scheme in order o determine the level of fiture
contributions required so that the Scheme can meet 118 pension obligations as they fall dus.

The actuarial valuation assesses whether the Scheme’s assets at the valuation date are likely 1o be sufficient 1o
pay the pension benefits accrued by members as at the valuation dare. Asset values are caloulated by reference
to market levels. Accrued pension benefils are valued by discounting expected future benefit paviments using a
discount rate caleulated by reference to the expected future investment retnrns.

Link Group, including Lavikfield HoAL Limited and Horizon H A, Limited, paid contributions at the rate of
4.6% of pensionable salaries, with an additional contribution 1o past service deficits of 10.4%,. Fmplover
contributions anounled to £236,507 (2012 £252,670) during the accounting period for 32 members of staff
(2012 40} of which none (2012 none), related to any members of Link Group Limited stal (2012: none}.
Member contributions were 9.6%.

As at the balance sheet date there were 32 (2012, 40) active members of the Scheme emploved by Link Group
and subsidiaries, none of which are emploved by Link Group Limized (2012, none). Link Group Limited has
closed the scheme (o new entrants, however, Larklield H.A . Limited and Horizon H.A. Limited, subsidiaries of
Link Group, continme to offer membership of the Scheme 1o their employees.




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2013 (Continued)

32, PENSIONS {continued)

it is not possible 0 the normal course of events 1o identify the share of underlying assets and liabilities
belonging to individual participating emplovers as the Scheme is a multi-emplover arrangement where the
assets are co-mungled for investment purposes, benefits are paid from the total Scheme assets, and the
contribution rate for all emplovers is set by reference 1o the overall fmancial position of the Scheme rather than
by reference to individual employer experience. Accordingly, due 1o the nature of the Scheme, the accounting
charge for the period under FRS17 represents the emplover contribution pavable.

Yaluation Hesults

The last formal valuation of the Scheme was performed as at 30 September 2009 by a professionally qualified
actuary using the "projected unil credit” method. The market value of the Scheme's assers at the valuation date
was £295 million. The valuation revealed a shortfall of assets compared to liabilides of £160 miliion,
equivalent to a past service funding level of 64.8%,

The Scheme Actuary has prepared an Actuarial Report that provides an approximate update on the funding
position of the Scherme as al 30 September 2011, Such a report is required by legisiation Tor vears in which a
full actuarial valuation is not carded out. The funding update revealed an increase in the assets of the Scheme o
£341 mitlion and indicated an increase in the shorifall of assets comparad © lizhilitles 10 approximately £207
million, equivalent to a past service funding level of 62.2%,

The key waluation assumptions used 1o determine the assets and liabilities of the Scouish Housing
Associations” Pension Scheme are:

2009 Valuation Assumptions Y paa.
Investment return pre retirement 74
Investment return post retiternent - Non-pensioners 4.6
[nvestment return post retirement - Pensioners 4.8
Rate of salary increases 4.5

Hate of pension increases

- Pension accrued pre 6 April 2003 in excess of GMP 2.9
- Pension accrued post 6 April 2005

{(for leavers before 1 October 1993 pension increases are 3.0%) 2.2
Rate of price inflation 3.0

Maortality Tables

Non-pensioners SAPS (51PA) All Pensioners Year of Birth Long Cohorl with 1% p.a
wWHOIW improvement

Pensioners SAPS (51PA) All Pensioners Year of Birth Long Cohort with 1% pa.
minimum improvement

Contribution Rates for Futore Service (pavable from 1 April 2011 %%

Final salary 1/60ths 19.2
Carecr average revalued varnings 1/60ths 174
Carser average revalued earnings 170ths 14.9
Carecr average revalued carnings 1/80ths 13.2
Career average revalued earnings 17120thy G4

Addional rate for deficit contributions # 10.4
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 201, {Continued)

32, PENSIONS (continued)

{* Expressed in nominal pound terms (for each emplover) increasing each 1 April in line with the rate of salary
increases assumption. Bamings as at 30 September 2009 are used as the reference point for caleulating the
additional contributions.)

Following a change in legislation in Septermber 2005 there is a potential debt on the emplover that could be
tevied by the Trustes of the Scheme. The debt 18 due in the event of the emplover ceasing to parlicipate in the
Scheme or the Scheme windiog up. The debt for the Scheme as a whole 18 caleulated by comparing the
habilities for the Scheme (caloulated on a buvout basis Le. the cost of securing benefits by purchasing annuity
policies from an insurer, plus an allowance for expenses) with the assets of the Scheme. 1f the liabilities exceed
assets there 18 a buy-out debt,

The leaving emplover's ghare of the buy-out debt iz the proportion of the Scheme's Hability attributable to
smplovment with the leaving emplover compared to the total amount of the Schome's Habilities (relating w
employment with all the employers). The feaving employer's debt therefore includes a share of any 'orphan’
Habifities in respect of previously participating emplovers. The amount of the debt therefore depends on many
factors including total Scheme labilities, Scheme investment performance, the Habilities in respect of carrent
and former emplovees of the employer, financial conditions at the tine of the cessation event and the insurance
buy-out market, The amounts of debt can therefore be volatile over time

The Association has been notified by the Pensions Trust of the estimated emplover debt on withdrawal from the

Scheme based on the financial position of the Scheme as at 30 September 2012, As of this date the estunated
emplaver debt for the Association was £4.007 862,
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