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REPORT OF COMMITTEE OF MANAGEMENT
31 March 2010

The management commillee presenis ils reporl and audiled financial stalements for the year ended 31 March
2010.

Organisation
The association is a non-profil making body registered with the Financial Services Authorily as an Industrial and

Provident Society, The Olfice of the Scotlish Charilies Regulator (OSCR) as a charily and the Scollish Housing
Regulator as a Regislered Social Landlord.

The association's conslitulion is a variation of the Model Rules for a Charitable Housing Associalion and
provides for its governance by voluntary managemenl committee. One third of the managemenl committee are
elecled each year at the Annual General Meeting and the associalion is keen 10 support tenanl parlicipation on
the management commiftee. In addilion lo the elected members, the management commiltee includes

represenltalives nominated by Hightand Council.

The main source of funding for the association’s development aclivilies is lhe Scollish Government by way of
Rousing Associalion Grant.

Principal activity
The principal aclivity of Lochaber Housing Association is the development, management and maintenance of

housing for people in housing need.

Strategic Aims

The associalion’s mission slalement is to provide good qualily, truly affordable housing opportunities and
services for local people in their preferred communities, thereby identilying and meeting local needs and helping
to maintain and develop thriving communities throughout Lochaber.

This mission is underpinned by 5 strategic objectives. These are:

. We will provide increasing numbers of high qualily alfordable housing solutions throughout Lochaber

. We will develop and manage a high quality range of services that meet the needs and preferences of
service users

. We will ensure thal we manage and govern our affairs effectively and prudently and in doing so we will
operate accountably and openly in all thal we do

. We will ensure thal our financial management and ptanning will deliver medium and long term financial
viability ‘

. We will support, train and develop our staff in the furtherance of our objectives

Corporate governance

The association's governing body is the management committee, which is elected by and is responsible o the
members of lhe association. It is the reponsibility of the management commillee to defermine the stralegy for
the association logether with its overall direclion and policies.

The members of the management commitlee serve in a voluntary capacily and are unpaid.
The executive leam are led by the association's Direclor and are responsible for implementing the strategy set

oul by the management commillee and managing the operalional aclivilies in line with laid down policies and
procedures.
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REPORT OF COMMITTEE OF MANAGEMENT
31 March 2010

Development
One of the associalion's major objeclives is the development of new affordable properties. During the year we

completed 25 new properties in Fort William and Arisaig and slarled on site with a further 46 homes. Our lotal
capital spend on development aclivily was £4,396,876. The associalion’s Committee of Management has
continued lo engage, wilh limited success, in dialogue with the Scotlish Government for the amendment of its
decision in 2008 to reduce grant subsidy for each house built by the association. While we will be Irying to get a
further 32 unils on sile during 2810/11, in Forl William and Acharacle, these are the residual approvals that the
associalion agreed fo develop in 2010/11. So, while the grant regime remains so unfavourable, the association
will be unable to conlinue to develop beyond this, although talks with the government remain on-going in an
attemnpt lo find solutions. In addition, the Committee of Management is trying to find ways lo generate additional
income lhrough the potential of the trading aclivilies of its subsidiary, in order lo cross-subsidise the affordable

new build programme.

Property maintenance
The association has in place cyclical and planned maintenance programmes that witl ensure that we achieve lhe

completion of our Scollish Housing Quality Standard delivery plan prior to 2015. Our planned maintenance
programme included fitling new kitchens, bathrooms and exhaust air heal pumps on a pilot basis, which will
resull in a roft out of these renewable and efficient installations in the coming year and beyond.

The significant procurement development, however, has been the establishment and operalion of the
association's new mainlenance subsidiary, Lochaber Housing Association Property Services C.I.C. This has
effectively enabled lhe association lo take its maintenance responsibilities in-house in order lo provide mare
efficienl, responsive and cosl effective services. To dale, the change over has been successful with improved
performance indicators and the generation of surplus funds for re-investment in the ptanned mainlenance

programme.

Financing and liquidity
The association manages its borrowings and cash invesimenls in accordance with the Treasury Management

Policy approved by the managemenl committee. in this way the association manages ils borrowing
arrangements to ensure that it is always in a posilion to meet its financial obligations as they fall due, whilst
minimising excess cash and liquid resources held.

The associalion does nol enler into transactions of a speculative nalure. At 31 March 2010, the associalion has
a mix of fixed and variable rale finance, which it considers appropriale at this time.

Reserves policy
The managemenl commiltee consider thal the main purpose in the associalion mainlaining and building

reserves is fo provide funding for future major repairs. To this end a substanlial proportion of surpluses earned
has been designaled for transfer lo the Major Repairs Reserve which now stands al £1,851,513.

In addition the association maintains a general reserve which is intended to provide sufficient working capital to
ensure the smooth operation of the associalion's services.

Budgetary process
The association prepares a delailed annual budget which is seen as a key elemenl in the financial management

of the association and the moniloring of performance. Quarterly managemen! accounts provide the
management commiltee with a detailed breakdown of aclual performance against budgel, highlighting problem

areas and allowing remedial action lo be taken as appropriale.

In line with regulatory requirements the association also prepares a 5 year budgel and financial projections for
submission lo the Scotlish Housing Regulator.
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REPORT OF COMMITTEE OF MANAGEMENT
31 March 2010

Risk management policy
The managemen! commillee is responsible for establishing and maintaining the associalion's syslem of inlernal

control. Internal control syslems are designed to meel the particular needs of the association and the risks o
which il is exposed, and by their nature can provide reasonable but nol absolute assurance against malerial
misstatement or loss. The key procedures which the managemenl commillee has eslablished with a view to
providing effeclive internal financial control are outlined in the Statement on Internat Financial Control.

Statement of management committee's responsibilities

The Industrial and Provident Sccieties Acts and registered social housing legislalion require the commiltee to
prepare linancial statements for each financial year which give a {rue and fair view of the association's state

of affairs and of the surplus or deficil for that period. In preparing lhese financial stalements the committee is

required to;

. seleci suilable accounting policies and then apply them consistently;

. make judgements and eslimates that are reasonable and prudent;

. slate whether applicable accounting standards have been followed, subject to any malerial deparlures
disclosed and explained in the financial stalements;

. prepare lhe financial stalements on the going concern basis unless it is inappropriale to presume that
the association will continue in business.

. prepare a statement on internal financial control.

The committee is responsible for keeping proper accounting records which disclose wilh reasonable accuracy at
any time the financial posilion of the association. The commiltee must ensure that the financial statements
comply with the Industrial and Providenl Societies Acts 1965 to 2002, the Housing (Scotland) Act 2001, the
Registered Social Landlords Accounling Requiremenls {Scotland) Order 2007 and are based on the Stalement
of Recommended Praclice for Registered Social Landlords. They are responsible for safeguarding the assels of
the association and hence for laking reasonable steps for the prevenlion and delection of fraud and other
irregularilies. They are also responsible for ensuring that the associalion’s suppliers are paid promplly.

Review of the year
The main focus of the association throughout the year has been the successful eslablishment, referred to above,

- of the new mainlenance subsidiary, LHA Properly Services, a Community Interest Company. In addition to
delivering us more effeclive and cost efficient maintenance services, the new company has been engaged in
employing apprentices across the lrades lo support the work of our more experienced team of lradesmen and
operatives, which, in these financially straightened limes has been a significan! achievement. Progress in
refalion to our new build development ambilions has been less promising, as discussions with the Scottish
Government in relation lo lhe unsustainability of the current grant regime have nol as yel borne sufficient fruit to
enable us lo progress further development plans with confidence. Despite this, we are on site or aboul lo go on
site with a total of another 69 units of affordable housing, including low cost home ownership opportunities. The
conlinuous improvement of services across our key performance indicators has been pleasing with particularly
good results in the management of rent arrears and responsive maintenance limes.




REPCRT OF COMMITTEE OF MANAGEMENT
31 March 2010

Future plans
In the coming year the association will lake stock of its sirategic objeclives in order to find a viable way to

continue fo provide new build housing throughout Lochaber, possibly in parinership wilh the Highland Council
and its emerging preferred developer slrategy. We will continue to establish and grow the capacity of LHA
Property Services C.I.C. so lhal it can assist in supporting this aim and review our medium and long term
financial viability through the 30 year financial projections, tested in the light of the conlinuing reduced grant
tevels and the consequences of the overall economic down turn. Throughoul this we will not lessen our drive to

continuously improve across our key performance indicators.

Information for Auditors
As far as the committee are aware, there is no relevant audit informalion of which the auditors are unaware and

the committee have taken all the steps they ought to have taken to make themselves aware of any relevant audit
information and to ensure that the audilors are aware of any such information.

Auditors

Baker Tilly UK Audil LLP has indicaled its willingness to continue in office.

Dion Alexander On behalf of the Management Committee

Date: 5 July 2010

PIING S



COMMITTEE OF MANAGEMENT'S STATEMENT ON INTERNAL FINANCIAL CONTROLS
31 March 2010

The commiltee acknowledges its ultimate responsibility for ensuring that the association has in place a system of
controls that is appropriate for the business environment in which it operates. These conlrols are designed lo

give reasonable assurance with respect lo:

. the refiabilily of financial information used wilhin the association, or for publication;
. the maintenance of proper accounting records:
. the safeguarding of assets against unauthorised use or disposition.

Itis the commitlee’s responsibilily to establish and maintain systems of internal financial control. Such systems
an only provide reasonable and not absolute assurance against malerial financial mis-statement or loss. Key
elements of the association's systems include ensuring that:

. formal policies and procedures are in place, including the ongoing documentation of key systems and
rules relating to the delegation of authority, which allow the monitoring of controls and restrict the
unauthorised use of the associalion's assels;

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

. forecasts and budgets are prepared regularly which allow the Committee of Management and staff to
monitor the key business risks and financial objectives, and progress towards financial plans sel for the
year and the medium term; regular management accounts are prepared promptly, providing relevant,
reliable and up-lo-dale financial and other information and significant variances from budgels are

investigated as appropriate.

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

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

. formal procedures have been eslablished for instituting appropriate aclion lo correct weaknesses
identified from the above reports.

The Committee of Management have reviewed the effectiveness of the system of inlernal financial control in
existence in the Assaciation for the year ended 31 March 2010 and until the below dale. No weaknesses were
found in internal financial conlrols which resulled in material losses, conlingencies, or uncertainties which require
disclosure in the financial statements or in the auditors’ report on the financial statements,

Dion Alexander On behalf of the Management Commitlee
Date: 5 July 2010

Do Mot




 LOGHABER HOUSING A¥BOGIATION LIMITED

AUDITORS' REPORT ON CORPORATE GOVERNANCE MATTERS
31 March 2010

Corporate Governance

In addition to our audit of the financial statements, we have reviewed the Commiltee of Management's stalement
on page 6 concerning the association's compliance with the information required by the section on Internal
Financial Conltrol within SFHA's publication “Raising Standards in Housing".

Basis of Opinion

We carried out our review having regard to Bullelin 1999/5 that was issued by the Audiling Praclices Board. The
Bulletin does not require us to review the effecliveness of the assoclation's procedures for ensuring compliance
with the guidance notes, nor to investigate the appropriateness of the reasons given for non-compliance.

Opinion

in our opinion the slalement on internal financial conlrol on page 6 has provided the disclosures required by the
seglion onJnternal Financial Control within SFHA’s publication “Raising Standards in Housing™ and is consistent

the jformati ! which came lo our altention as a result of our audil work on the financial statemenls.

Baker Tilly UK Audit LLP
Registered Auditors
Glasgow

Date: |2 -F°10



INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
LOCHABER HOQUSING ASSOCIATION LIMITED

We have audited the financial statements on pages 10 to 30, which have been prepared under the accounting
policies sel out on pages 14 lo 17.

This report is made solely to the association’s members, as a body, in accordance with section 9 of the Friendly
and Industrial and Provident Societies Act 1968, Our audil work has been undertaken so that we might state lo
the associalion’s members those mallers we are required to state lo them in an auditor's report and for no other
purpose. To the fullest extent permitted by law, we do nol accepl responsibility to anyone other than the
associalion and the association'’s members as a body, for our audit work, for this report or for the opinion we

have formed.

Respective responsibilities of Committee of Management and auditors

The Managemen! Committee’s responsibilities for preparing the Annual Report and the financial statements in
accordance with applicable taw and United Kingdom Accounling Standards are sel out in the Statement of
Management Committee's Responsibilities. Our responsibility is to audit the financial statements in accordance
wilh relevant legal and regulatory requirements and International Slandards on Auditing (UK and reland).

We report lo you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Industrial and Provident Socielies Acts 1965 to 2002, the Housing {Scotland)
Act 2001 and the Regislered Social Landlords Accounting Requirements {Scotland) Order 2007. We also report
to you if, in our opinion, the Management Commillee’s Report is not consistent with the financial statements, if
the Association has not kept proper accounting records, if we have not received all the information and
explanations we require for our audil, or if informalion specified by law regarding director's remuneration and
other transactions with the associalion is not disclosed.

We read the Managemenl Commitlee's Report and consider the implications for our report if we become aware
of any apparent mis-stalements wilhin it or material inconsistencies with the financial statements. Our

responsibilities do not extend to any other information.

Basis of opinion

We conducted our audit in accordance with international Standards on Auditing (UK and Ireland) issued by the
Audiling Practices Board. An audil includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgments made by the Management Commiitlee in the preparation of the financial statements, and of whether
the accounting policies are appropriale to the associalion's circumstances, consistenlly applied and adequately

disclosed.

We planned and performed our audil so as lo obtain all the informalion and explanations which we considered
necessary in order to provide us with sufficient evidence lo give reasonable assurance that the financial
statements are free from material mis-statement, whether caused by fraud or other irregularily or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial

statements. ‘




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
LOCHABER HOUSING ASSOCIATICN LIMITED

Group accounts Section 14 (2) of the Friendly and Provident Societies Act 1968

We agree with the opinion of the Commiltee of Management of the association that it would be of no real value
to the members of the association to consolidate or include the accounts of the association's subsidiary, in the
group accounts required to be prepared under Section 13 of the Friendly and Industrial and Provident Societies
Act 1968 for the year ended 31 March 2010, because the business of the association and thal of the subsidiary

are so different they cannot be treated as a single underlaking.
Opinion

In our opinion the financial slalements give a true and fair view, in accordance with United Kingdom Generally
Accepted Accounting Praclice, of the state of the association’s affairs as at 31 March 2010 and of ils surplus for
the year then ended and have been properly prepared in accordance with the Industrial and Provident Socielies
Acts 1965 to 2002, the Housing (Scoltand) Acl 2001 and the Registered Social Landlords Accounting

Reqyirements (Scolland) Order 2007.

A -
Bakerb';ﬁy {Qﬁl LL@NJL7 . /

Registered Audilors
Glasgow

Date: 12 }°10



INCOME AND EXPENDITURE ACCOUNT
for the year ended 31 March 2010 .

Turnover

Less Operating Costs
Operating Surplus

Gain on sale of fixed assels

Interest receivable
Interest payable and similar
charges

Surplus on ordinary activities
before tax

Taxation

Surplus for year

Notes

9,480

(351,822)

All aclivilies relate to continuing activities within the year.

10

2010

2,453,295

(1,907,055)

546,240

46,607
592,847

(342,342)

250,505

250,505

36,747

(476,344)

2009

1,810,073

(1,351,109)
458,964

458,964

(439,597)

19,367

— 19,367




STATEMENT OF TOTAL RECOGNISED SURPLUSES AND DEFICITS
for the year ended 31 March 2010

Surplus for the year and total
recognised surpluses and
deficits for the year

Surplus for the year before
restatement

Total recognised surpluses and
deficils for the year
Prior year adjustment

Total surpluses and deficils
recognised since last financial
statements

Notes

11

2010 2009

250,505 19,367

250,505 19,367
- (168,832)
250,505 (149,465)




BALANCE SHEET
as at 31 March 2010

Notes 2010 2009
£ £ £ £
Tangible Fixed Assets
Housing property 10 49,046,341 44,835,043
less Grant 10 (37.837.170) (34,552,360}
11,209,171 10,282,683
Cther tangible fixed assets 11 604,733 622,593
11,813,904 10,905,276
Intangible Fixed Assets
Investments 12 10,000 -
11,823,904 10,905,276
Current Assets
Stocks 13 146,374 81,022
Debtors 14 505,986 1,013,214
Bank and cash 1,248 398 814,374
1,900,758 1,908,610
Current Liabllities
Creditors due wilhin one year 15 1,412,245 1,481,391
Net Current Assets 488,513 427,219
12,312,417 11,332,495
Creditors due after one year 16 (10,018,940) (9,.289,525)
Net Assets £__2293477 £_2042970
Capital and Reserves
Share capital 17 90 88
Major repairs reserve 18 1,851,513 1,661,513
Revalualion reserve 18 133,942 133,942
Revenue reserve 18 307,832 257,427
£__2,203477 £__2042 970

These financial statements were approved by the Committee of Managemenl on 5 July 2010 and authorised for
issue on § July 2010 and signed on their behalf by:

Committee Member &M@J)‘bw
= \

Committee Member E C‘ S C/‘c/-h-(

Secretary /}\}g\_ Agwa—-/Q\_,
12
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CASH FLOW STATEMENT
for the year ended 31 March 2010

Notes
Net cash inflow from operating activities 19.1

Returns on investments and servicing
of finance

Interest received

Interest paid

Investing activities

Cash paid for construction and purchases
Housing Associalion Grant received
Sales of housing properlies

Purchase of other fixed assel

Sale of other fixed assets

Increase in inveslments

Housing Association Grant repaid

Net cash outflow from investing

Financing

Loans received

Loan principal repaid
Increasel{Decrease) in share capital
Net cash inflow on financing

Increase/{Decrease) in cash

9,480
(351,822)

(4,396,876)

3,330,250
101,931
(11,392)

(10,000)
(45.440)

1,353,562
(203,198)
2

13

2010
£
657,627

(342,342)

(1,031,527)

1,150,366

434,024

36,747
(476,344)

(3,205,197}
2,675,923

(297,780)
2,009

676,147
(147,049)

— (6)

2009
£
(770,785)

(439,597)

(825,045)

529,092

(1,506,335)



LOCHABER HOUSING ASSOCIATION LIMITED

“

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

1. Accounting Policies

1.1 Introduction and accounting basls
The principal accounting policies of the Associalion are set out below.

The Assacialion is incorporated under the Industrial and Provident Societies Act 1965 and is registered
by The Financial Services Authorily. These financial statements are prepared under the historical cost
convenlion and are based on the Registered Social Landlords Accounling Requirements (Scolland)
Order 2007 and the Stalemen! of Recommended Practice "Accounting by Registered Social Landlords”,
and in accordance with applicable accounling standards.

1.2 Mortgages
Mortgage loans are advanced by private lenders under the terms of the individual mortgage deeds in

respect of each properly or housing scheme. Advances are available only in respect of those
developments which have been given approval for Housing Associalion Grant by the Scottish Housing

Regulator.

1.3 Housing Association Grants
Housing Association Grants (HAG) are utilised to reduce the amount of morigage loan in respect of an
approved scheme lo the amount which il is estimaled can be serviced by the net annual income of the
scheme. The amount of HAG is calcufated on the qualifying cost of the scheme in accordance wilh
instructions issued from lime lo time by the grant awarding body. HAG and other grants are repayable
under certain circumstances. These include the disposal of the properties to which the granls relate.

1.4 Housing Association Grant - Acquisition and Pevelopment Allowances receivable
Acquisition and Developmenl Allowances are advanced as grants. They are intended to finance certain
internal administrative costs relaling to the acquisilion and development of housing land and buitdings
for approved schemes. Development allowances become available in instalments according to the
progress of work on the scheme. These allowances are credited to development costs when they are

receivable.

1.5 Fixed assets - Housing land and buildings
Properties included in housing properties are slated at cost. The cost of such properties includes the

following:

(i) cost of acquiring land and buildings

(ii) development expenditure including applicable overheads
i) interest charged on the loans raised to finance the scheme

These cosls are either termed "qualifying costs" for approved HAG schemes and are considered for
mortgage loans by the relevant lending authorities or they are mel out of the association's reserves.

14
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#

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

1.5

1.6

(i)

(i¥)

17

Fixed assets - Housing land and buildings {continued)
All invoices and architects’ certificales relating to capital expenditure incurred in the year al are
included in the financial statemenls for the year, provided that the dates of issue or valuations are prior

to the year end.

Development costs are capitalised to the extent that they are altributable to specific schemes, where
such costs are not felt to be excessive.

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

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

The proportion of the development cost of shared ownership properties expected to be disposed as first
tranche sale is held in current assets until it is disposed of. The remaining part of the development cost

is treated as a fixed asset.
Depreciation

Housing Properties

Housing Properties are stated al cosl, less social housing and other public grants and less accumulated
depreciation. Depreciation is charged on a straight-line basis over the expected economic useful lives of

the properties, which is stated lo be 50 years.

No depreciation is charged on the cosl of land.

Other fixed assets

The association's assets are written off over their expected useful lives as follows:

Leasehold improvements over the period of the lease
Office Properly - over 50 years (straightline basis)
Furniture & equipmenl - belween 20% and 33% (reducing balance basis)

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

Impairment of fixed assets

Reviews for impairment of housing properties are carried out on an annual basis and any impairment in
an income-generating unit is recognised by a charge lo the income and expenditure account.
Impairment is recognised where the carrying value of an income-generating unit exceeds the higher of
its net realisable value or its value in use. Value in use represents the net present value of expected

future cash fiows from these units.

Impairment of assets would be recognised in the income and expenditure account.

15



LOCHABER HOUSING ASSOCIATION LIMITED
h
NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

1.8 Improvements
Improvements are capitalised where these result in an enhancement of the economic benefits of the

property. Such enhancement can occur if the improvements result in:-

. an increase in rental income or
. a material reduction in future maintenance costs or
’ a significant exlension of the life of the property.

Works to existing propenties, which fail to meet the above ciiteria, are charged to the income and
expenditure account,

1.9 Stock and work in progress

Completed properties and properly under construction for oulright sale are valued at the lower of costs
and net realisable value. Cost comprises malerials, direcl labour and direct development overheads. Net
realisable value is based on eslimaled sale price after allowing for all further costs of completion and

disposal.
110 Reserves
Designated reserve - reserve for major repairs

Accrued major repair expendilure, being the associalion's commitment to undertake major repairs to its
properlies, is sel-aside in a designaled reserve lo the extent thal it is nol met from HAG.

1.11  Apportionment of management expenses

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

1.12  Sale of housing properties

Properties are disposed of under the appropriate legislation and guidance. All costs and granis relating
to the share of property sold are removed from the financial stalements at the date of sale, except for
first tranche sales. Any grants received that cannot be repaid from the proceeds of sale are abated and
the grants removed from the financial statements.First tranche shared ownership disposals are credited
to turnover on completion, the cost of construction of these sales is taken to operating costs. Disposals
of subsequent tranches are treated as fixed asset disposals with the gain or loss on disposal shown in
lhe income and expenditure accounl, in accordance with the SORP

Disposals under shared equily schemes are accounted for in the income and expendilure account.
113 Low Cost Initiatives for First Time buyers (previously known as Homestake)
LIFT transactions are grants received from the grant awarding body and passed onto an eligible

beneficiary, The grant awarding body has a benefit of a fixed charge on the property. This entitles the
granl awarding body to a share of the proceeds on the sale of the property by the beneficiary.

16




LOCHABER HOUSING ASSOCIATION LIMITED

#

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

1.14

147

Lease ohligations

Renlals paid under operating leases are charged to lhe income and expenditure account on the
accruals basis.

Value added tax

The associalion became VAT registered during the year to 31 March 2010. As the major part of the
association's income is exempl, expenditure is shown inclusive of VAT.

Pensions

The association participates in the centralised SFHA Defined Benefit Pension Scheme and retirement
benefits to employees of the association are funded by contributions from all participating employers
and employees in the Scheme. Payments are made in accordance with periodic calculations by
consulling actuaries and are based on pension cosls applicable across the various participating

associations taken as a whole.

The expected cosl lo the association of pensions is charged to the income and Expendilure Accounl so
as to spread the cost of pensions over the service lives of the employees.

Turnover

Turnover represents rental, service and management charges from properties, agency fees, revenue
grants from Scotlish Ministers and other grant awarding bodies and sale of first tranche shared

ownership properties and sale of shared equily properties

Consolidation

The associalion and ils subsidiary undertakings comprise a group. Application has been made lo the
Financial Services Aulhority for exemption from preparing group accounts. The accounts represent the

results of the associalion and noi of the group.
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_ LOCHABER HOUSING ASSOCIATION LIMITED
_
NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

2, Particulars of turnover, operating costs and operating surplus and surplus before taxation by
class of business

Operating  Operating 2009
Turnover Costs Surplus Total
£ £ £ £

Income and expenditure from
letling 2,029,528 (1,441,807) 587,721 499,893
Income and expenditure from
other activities 423,767 (465,248) (41,481) {40,929)
Current year lotal 2453,295 (1,907,055} 546,240 458,964
Total for previous year 1,810,073 1,351,109) 458,964
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LOCHABER HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

3 Particulars of income and expenditure from lettings
Housing Shared 2009
Accommo- Ownership  Garages Total Total
datlon
£ £ £ £ £

Income from lettings

Renl receivable net of

service charges 1,878,552 106,161 13,768 1,998,481 1,821,941
Service charges receivable 37,029 23631 - 60,660 -
Gross income from rents and

service charges 1,915,581 129,792 13,768 2,059,141 1,821,841
Rent losses from voids {23,312) - (6,301} (29,613) {17,090}
Total turnover from lettings 1,892,269 129,792 7,467 2,029,528 1,804,851

Expenditure on letting

activities

Management and maintenance

administration costs 601,146 22,266 2,076 625,488 631,761
Service costs 37,246 23,631 - 60,877 4,085

Planned and cyclical
maintenance including major

repairs cosis 357,799 - - 357,799 315,156
Reactive maintenance costs 248,055 - - 248,055 228,924
Bad debts rents and service

charges 19,335 - - 19,335 7,424
Depreciation of social housing 127,502 2,751 - 130,253 117,608

Operating costs for social
letting activities 1,391,083 48,648 2,076 1,441,807 1,304,958

Operating Surplus for soclal 501,186 81,144 5,391 587,721 499,893

lettings

Operating surplus for social

letting for previous period of 420,606 71,509 7,778 499,893
account

19
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LOCHABER HOUSING ASSOCIATION LIMITED

#

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

5 AUDITOR'S REMUNERATION

2010 2009
£ £
Remuneralion of auditors for audit services 8,380 7,641
Remuneration of auditors for services other than those as external
auditors

8,380 7,641

6 EMPLOYEE INFORMATION

2010 2009
Slaff Costs during year £ £
Wages and salaries 328,537 441,248
Social security cosls 134,122 35,387
Other pension costs 61,727 59,193

524,386 535,828

The average full time equivalent number of persons employed by the
association during the year were as follows:

Administration and Maintenance 14 14

7 DIRECTORS' REMUNERATION

The Direclors are defined as the members of the Management Commillee, the Direclor and any other
person reporting directly lo the Directors or the Management Committee whose lotal emoluments
exceed £60,000 per year . During the year there were no officers of the association whose emoluments,
excluding pension contributions, exceeded £60,000.

2010 2009
£ £
Emoluments paid to highest paid director(excluding pension conlribulions) 57,016 56,016
Director's pension contributions 7,975 7,838
Aggregate emoluments payable lo directors (including pension
contributions) 64,991 63,854
Expenses paid to director and commiltee members 7,444 8,798
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LOCHABER HOUSING ASSOCIATION LIMITED

“

NOTES TO THE FINANCIAL STATEMENTS

as at 31 March 2010

10

INTEREST PAYABLE

Loan interest payable

less: Development loan interest capitalised

TAXATION

2010 2009

£ £
351,822 476,344
351,822 476,344

The association has charitable status and is not liable for Corporation Tax on its exempl activilies.

TANGIBLE FIXED ASSETS

HOUSING PROPERTY

Cost

As at 1 April 2009
Additions during the year
Transfer

Disposals during the year
As at 31 March 2010

Depreciation

As al 1 April 2009
Provided for year
Efiminated on disposals
As at 31 March 2010

Cost less depreciation
As at 31 March 2010

As at 1 April 2009 restated

Housing grant

As at 1 April 2009
Addilions during year
Transfers

Repaid and abated in year
As at 31 March 2010

Net book Value
As at 31 March 2010

As at 1 April 2009

Lefting properties

Under Shared Leased Total
Complete construction ownership  property
£ £ £ £ £
38,987,023 3,371,631 2,866,540 185,102 45,410,296
335950 4,060,926 - - 4,396,876
3,308,433  (3,308,433) - - -

- - {55,765) - {55,765)

42,631,406 _4,124,124 2.810.775 185,102 49,751,407
536,305 - 22,630 16,318 575,253
124,394 - 2,751 3,108 130,253

- - {440) - {(440)

660,699 - 24,941 19,426 705,066

41,970,707 _4,124.124 2,785.834 165676 49,046,341

38,450,718 3,371,631 2,843910 168,784  44,835.043

28,648,204 3,347,251 2,433,957 122,848 34,552,360

22,785 3,307,465 - - 3,330,250
2,873,971 (2,873,971) - - -

- - {45.440) - {45,440)
31,544,960 3,780,745 _2,388.517 122,948 37,837,170
10,425,747 343,379 397.317 42,728 11,209,171

9,802,514 24,380 409,953 45,836 10,282,683

The net book amount at 31 March 2010 includes land cost of £5,151,481 (2009 : £5,024,737) which has

not been depreciated
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LOCHABER HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

11

OTHER TANGIBLE FIXED ASSETS

Office Office Plant and Motor
property  equipment equipment vehicles Total
£ £ £ £ £

Cost or valuation
As at 1 April 2009 571,465 170,955 11,154 8,108 761,682
Addilions 4,035 7,357 - - 11,392
Disposals - - - - -
As at 31 March 2010 575,500 178,312 11,154 8.108 773,074
Depreciation
As at 1 April 2009 13,808 109,401 9,126 6,754 139,089
Charge for year 18,719 9,519 676 338 29,252
Eliminated on disposals - - - - -
As at 31 March 2010 32,527 118.820 9.802 7,092 168,341
Net.book vafue
As at 31 March 2010 542,973 59,392 1,352 1,016 604,733
As at 1 April 2009 557,657 61,554 2,028 1,354 622,593

The office premises were revalued on an open markel basis by Samuels and Partners, Charlered

Surveyors in June 2008,

At 31 March 2010, included within the nel book value of land and buildings is £295,000 (2009: £295,000)
relating to freehold land and buildings, £247,973 (2009: £262,567) relating to leasehold land and

buildings.
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LOCHABER HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

12

13

INVESTMENTS
2010 2009
£ £
As at 1 April 2009 - -
Added in year 10,000 -
As at 31 March 2010 10,000 -

The association has two wholly owned subsidiaries Lochaber Care and Repair Limiled and Lochaber
Housing Association Property Services CIC. Details of transactions during the year and balances due to
the associalion are given in note 23.

Lochaber Care and Repair Limited is a charilable company limited by guarantee. During the year the
company had a nel increase in resources of £57,739 (2009: £3,089) and as at 31 March 2010 carries
forward tolal funds of £70,242 (2009: £12,502).

Lochaber Housing Associalion Properly Services CIC is a community interest company with a share
capital of £10,000. During the year the company made profits of £13,775 and this figure has been carried
forward to reserves.

In the 6pinion of the management commiiltee the aggregate value of the assets of the subsidiary is not
less than the aggregale of the amount at which those assels are staled in the associalion’s balance
sheet.

STOCK AND WORK IN PROGRESS

2010 2009
£ £
Stock 146,374 3,351
Work in progress - 77.671
146,374 81,022

Stock includes the costs of construction less attributable housing grant in respect of properties intended
for sale under lfow cosl home ownership schemes.
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LOCHABER HOUSING ASSOCIATION LIMITED

X5

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

14 DEBTORS

2010 2009

£ £
Gross rent arrears 57,230 79,546
Bad debt provision (28,847) {47.246)

28,383 32,300
Amounis due by group companies 67,918 -
Other debtors 318,010 878,947
Prepayments and accrued income 91,675 101,967

505,986 1,013,214

15 CREDITORS DUE WITHIN ONE YEAR

2010 2009
£
£
Loans 704,200 283,251
Trade creditors 115,503 354,696
Rent paid in advance 48,016 50,444
Social security and other taxes - 11,809
Other creditors 465,325 737.275
Accruals and deferred income 79.201 43916
1,412,245 1,481,391

16 CREDITORS DUE AFTER ONE YEAR

2010 2009
£ £
Housing foans 10,018,940 9,289,525
In respect of loans above:
Amounts payable by inslalments
within one year 704,200 283,251
within two to five years 951,313 959,805
in five years or more 9,067,627 8,329,720
10,723,140 9,672,776
Less amount due within one year {704,200} {283,251)
10,018,240 9,289,525

The above loans are secured by specilic charges on the association's properties. Loans are repayable
at varying rales of interest from 0.75% to 5.87% (2009 0.75%l0 5.87%).
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LOCHABER HOUSING ASSOCIATION LIMITED
“
NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

17 SHARE CAPITAL

2010 2009
£ £
Shares of £1 fully paid and issued
As at 1 April 2009 a8 94
Issued in year 3 -
Cancelled in year (1) {6)
As at 31 March 2010 90 88

Each member of the association holds one share of £1 in the association. These shares carry no rights
to a dividend or distributions on winding up. When a shareholder ceases {o be a member, thal person's
share is cancelled and the amount paid thereon becomes the property of the association. Each member
has a right to vote al members' meetings.

18 RESERVES

18.1  Major repairs reserve

2010 2009
£ £
As at 1 April 2009 1,651,513 1,651,513
Transfer from Revenue reserve 200,000 -
As al 31 March 2010 1,851,513 1,651,513
There are no restriclions on this reserve
18.2 Revaluation reserve
2010 2009
£ £
As at 1 April 2009 133,942 133,942
Movement in year - -
As at 31 March 2010 133,942 133,942

This reserve represenls the unrealised gain on the revaluation of commercial properly

18.3 Revenue reserve

2010 2009
£ £
As al 1 April 2009 257,427 238,060
Surplus for the year 250,505 19,367
Transfer to major repairs reserve (200,000) -
As at 31 March 2010 307,932 257 427
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LOCHABER HOUSING ASSOCIATION LIMITED

P

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

19 NOTES TO THE CASH FLOW STATEMENT

19.1 Reconciliation of surplus to net cash inflow from operating activities

2010 2009
£ £

Surplus for the year 250,505 19,367
Nel interest payable 342,342 439,597
Operating surplus excluding interesl 592,847 458,964
Depreciation 159,506 148,268
Gain on sale of properly {46,607) -
Increase in stock (65,352) (78,387)
Decreasef{Increase) in debtors 507,228 (369,915)
Decrease in creditors (490,095) (929,715)

657,527 _ {770,785)

19.2 Reconciliation of movement in net debt

Increase/(Decrease) in cash 434,024  (1,506,335)
Loans received (1,353,562) (676,147)
Loan repayments 203,198 147,049
Change in net debt (716,340} (2,035,433)
Net debt at 1 April 2009 (8,758,402} (6,722 969)
Net debt at 31 March 2010 (2,474,742) (8,758,402)

19.3  Analysis of change in net debt

As at Other As at
01/04/09 Cash Flow changes 31/03/10
£ £ £ £
Cash at bank and in hand 814,374 434,024 - 1,248,398
Overdrafl - - - -
Debt due within one year (283,251) {420,949) - (704,200)
Debt due after one year (9,289,525) (729,415) - 10,018,940)
(8,758,402) {716,340) - {9.474,742)
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LOCHABER HOUSING ASSOCIATION LIMITED
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NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

20

PENSIONS
Lochaber Housing Associalion participates in the SFHA Pension Scheme (‘the Scheme'). The Scheme is

funded and is conlracted-out of the Stale Pension scheme.

It is not possible in the normal course of events to idenlify the share of underlying assets and liabilities
belonging lo an individual pariicipating employer as the Scheme is a multi-employer arrangement where
the assets are co-mingled for investment purposes, benefils are paid from the total Schems assets, and
the contribution rate for all employers is set by reference to the overall financial position of the Scheme
rather than by reference to individual employer experience. Accordingly, due to the nature of the
Scheme, the accounting charge for the period under FRS17 represents the employer contribution

payable.

The Trustee commissions an actuarial valuation of lhe Scheme every three years. The main purpose of
the valuation is to determine the financial position of the Scheme in order to determine the level of future
contribulions required, so that lhe Scheme can meet ils pension obligations as they fall due.

The last formal valualion of the Scheme was performed as at 30 September 2006 by a professionally
qualified Acluary using the Projected Unit Credit method. The marke! value of the Scheme's assets at
the valualion date was £268 million. The valuation revealed a shorifall of assets compared with the value
of liabililies of £54 million, equivalent to a past service funding level of 83.4%.

The Scheme Actuary has prepared an Acluarial Report that provides an approximate update on the
funding posilion of the Scheme as at 30 September 2008. Such a reporl is required by legislation for
years in which a full acluarial valualion is not carried oul. The funding update revealed a decrease in the
assels of the Scheme lo £265 million and indicated an increase in the shortfall of assets compared to
liabilities lo approximalely £149 million, equivalent to a past service funding leve! of 63.9%.

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

Following a change in legislation in September 2005 there is a potential debt on the employer that could
be levied by the Trustee of the Scheme. The debt is due in the event of the employer ceasing to
participale in the Scheme or the Scheme winding up.

The debt for the Scheme as a whole is calculated by comparing the liabilities for the Scheme
(calculated on a buyout basis i.e. the cost of securing benefils by purchasing annuily policies from an
insurer, plus an allowance for expenses} with the assets of the Scheme. If the liabilities exceed the

assels lhere is a buy-out debt.

The leaving employer’s share of the buy-out debt is the proporiion of the Scheme's liability allributable
lo employment with the leaving employer compared to the total amount of the Scheme's liabilities
{relating to employment with all the currently participating employers). The leaving employer's debt
therefore includes a share of any orphan liabilities in respect of previously participating employers. The
amount of the debt therefore depends on many faclors including total Scheme liabilities, Scheme
investmenl performance, the liabilities in respect of current and former employees of the employer,
financial conditions at the time of the cessation event and the insurance buy-out market. The amounts

of deb! can therefore be volatile over time.
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LOCHABER HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

19 PENSIONS {continued)
The associalion has been notified by the Pensions Trust of lhe eslimated employer debt on withdrawal

from the SFHA Scheme based on the financial posilion of the Scheme as at 30 September 2009. As at
this date ihe eslimated employer debt for the association was £849,410.70,

In addilion, the association has contributed to defined conlribution schemes for one employee who has
etecled for this option. The assets of this scheme are held separately from those of the association are
independently administered funds. At the balance sheel date unpaid contributions amounted to Enil

(2009: Enil).

21 CAPITAL COMMITMENTS

As at the year end lhe association had capital commitments in respect of amounts contracted for bul
nol provided for in these financial statemenls as follows:

2010 2009
£ £
Contracted but not provided for : 4,190 865 4,727,164
22 HOUSING STOCK
The number of units in management at 31 March 2010 was as follows:-
2010 2009
No. No.
Property for rent 582 563
Shared ownership 60 62
Properly for rent managed for others 7 9

649 634

23 RELATED PARTIES

Various members of the Management Commitiee are tenants of the association. Their transactions with
the association are all done on standard terms, as applicable to all tenants.

Lochaber Care and Repair is a charitable company limiled by guarantee and conirolled by Lochaber
Housing Association. During the year the association contributed £25,000 (2009: £23,438) towards
Lochaber Care and Repair's running cosls. In addition, where the association incurs expendilure on
behalf of Lochaber Care and Repair this has been recharged. As al 31 March 2010 the amount due to

the association was £40,964 (2009: £20,147).

Lochaber Housing Association Property Services CIC is a community interest company which is wholly
owned by Lochaber Housing Association. In the period to 31 March 2010, Lochaber Housing Association
Property Services provided repairs services to the association amounting to £280,101 (2009: nil). Where
the association has incurred expendilure on behalf of Lochaber Housing Association Property Services
this has been recharged. As at 31 March the amount due to the association was £26,953 (2009; nil).
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“

NOTES TO THE FINANCIAL STATEMENTS
as at 31 March 2010

24 COMMITMENTS UNDER OPERATING LEASES

As at 31 March 2010 the association has annual commitments under non-cancellable operaling leases

as follows:
2010 2009
£ £ £ £
Land and Land and
Expiry buildings Other buildings Other
Within 1 year - - - -
2to 5 years - 7,288 - 7,133
39,000 - 39,000

over 5 years -
39,000 7,288 39,000 7,133
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DETAILED ANALYSIS OF INCOME AND EXPENDITURE ACCOUNT
(not part of the statutory financial statements)

for the year ended 31 March 2010

Rental income

Scotlish Secure Tenancy rents

Shared ownership rents
Other rents
Garage rents

Voids

Service charges receivable

Other Income

Administration fees
Homeslake sales
Other income:

Direct property costs

Reaclive repairs
Cyclical repairs
Major repairs
Void repairs
Service cosls
Rents payable
Bad debts

Legal fees
Insurance

Other housing management costs

Property depreciation

Homestake cost of sales

2010

£

1,861,825
106,161
16,727

13,768

- 25,299
394,233

4,235

164,413
66,679
291,120
83,642
60,877
4,665
18,335
5,129
19,466
1,736

130,253

31

1,998,481

29,613)
1,968,868

60,660

2,029,528

423,767

—ee— .

847,315

394,233

2009
£ £

1,695,280
101,489
10,900
14,272

1,821,941

(17,090)
1,804,851

5,181

41

195,829
91,188
223,968
33,095
3,940
4,219
7,424
9,658
14,700
145

117,608

1,804,851

5,222

701,674



DETAILED ANALYSIS OF INCOME AND EXPENDITURE ACCOUNT

(not part of the statutory financial statements)
for the year ended 31 March 2010

Administration costs

Staff salaries

Staff pension

Recruitment and relocalion
Other staff costs

Training and library

Motor and (ravel expenses
Commiltee and directors expenses
Affiliation fees and subscriplions
Postage and slationery
Telephone

Equipment rental

Computer and IT cosls

Office rent

Rates

Insurance

Heat and Light

Repairs

Cleaning

Accountancy fees

Audit fee

Internal audit fees
Consuitancy fees

Legal fees

Bank charges

Sundry expenses

Adverlising, PR and hospitalily
Care and repair costs
Donations

Depreciation

Capitalised overhead

Operaling surplus

2010

£

462,659
61,727

1,704
11,884
13,186

7,444
12,376
21,539

7,769

5,637
11,995
29,188

899
12,005

5,232

2,695

5,482

6,830

8,380

7,050
38,095

14,196
7,179
4,204

25,000
1,718

29,253
815,326

(149,819)

32

2009

£

476,635
59,193

1,612
12,671
16,481

8,798
14,026
20,585

7,390

5,115
10,758
21,938

1,077
10,373

8,704

2,279

6,030

6,450

7,641

3,328
28,183

435

6,018
11,870

4,138
23,439

1,050

' 30,660

665,507

546,240

806,877

167,442)

649,435

458,964




