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LOCHABER HOUSING ASSOCIATION LIMITED

‘REPORT OF THE BOARD OF MANAGEMENT
FOR THE YEAR ENDED 21ST MARCH 2017

The Board of Management presenis iis report and the Financial Stalements for the year ended 31st
March 2017.

Legatl Status

The Association is a registered non-profit making organisation under the Co-operative and
Community Benefit Societies Act 2014 No.2289R(S). The Association is governed under its Rule
Book. The Association is a registered Scottish Charity with the charity number SCG030951.

Principal Activities

The Association is a Registered Scottish Charity and we provide relief of those in need by reason of
age, ill health (whether related to mental or physical health), disability (whether due to mental or
physical health issues or learning disabilities), financial hardship or other disadvantage, both to
individual persons or to a group of persons with similar needs and issues by;

1. providing, constructing, improving and managing land, accommodation and associated facilities
and providing care;

2. providing or arranging home maintenance, repair and improvement services and providing
facilities and services for the benefit of such people either exclusively for them or together with other

3. undertaking any activities which are charitable, allowed under section 58 of the Housing (Scotland)
Act 2001, including any statutory amendment or re enactment of the provisions of this section from
time to time being in force and,

4. carrying on any other charitable activilies permitted to registered social landfords from time to time.

Review of Business ard Future Developments

This has been another successful year for our new build development ambiticns. In parinership with
the Highland Small Communities Housing Trust, we have delivered new build affordable housing
opporiunities in Kilchoan; Lochyside, Fort William; and Strontian. In addition we staried on site with a
further two projects in Fort William and one in Duror. Our development activity has been supported by
strategic partnership with not only the HSCHT but with the Scottish Government and Highland
Council, enhanced through weekly planning and operational meetings of the Highland Housing Hub.
Together with these pariners we hope that our current and future development programme can assist
in achieving the government's ambitious targets for 2015 — 2020 and assist in maximising Lochaber's
share of the available funding.

During the year we refreshed our Business Plan to take us from 2016 1o 2019 and through this
process reviewed our sirategic objectives and core values. Our Business Pian continues to show
medium and long term enhanced viability, and our regulaiory engagement level continues to be low.

Our main income is our rents. During the year we completed a review of our rent setling policy in
order to harmonise rents in the interests of fairness. This involved a comprehensive tenant wide
consultation, resulting in high levels of agreement with our proposals, which included a commitment io
ensuring thal our renis never exceed 25% of a household's gross income based on earning the
minimum wage.

Our Your Voice group assisied us throughout the year in & number of policy development issues
including a revised Pets Policy, as well as producing our annual tenant’s performance repor, Tenant
Talk. The Group offered its guidance in connection with the establishment of our new in-house
grounds maintenance service, operated through our subsidiary, LHA Property Services CIC as well as
1aking part in & scrutiny exercise in relation {o voids management. '
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We were pleased to recelve the resulls of an independently run comprehensive tenants’ satisfaction
survey in 2016, which confirmed high levels of tenant satisfaction across a range of indicators.
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LOCHABER HOUSING ASSOCIATION LIMITED

REPORT OF THE BOARD OF MANAGEMENT
FOR THE YEAR ENDED 31ST MARCH 2017

Review of Business and Future Deveiopmenis (Conid.)

The Fulure

We will continue to work on implementing our strategic principles, which underpin our business plan.
These are: housing supply through partnership; improved financial strength; growth and diversification
through our subsidiaries; continual improvement in our performance; excellence in governance;
engagement with tenants; and making a social impact.

Going forward, our greatest chailenge and opportunity refates to our new build development activity. In
March 2017, with the financial support of the Scottish Government, we acquired a substantial site in
the Upper Achintore area of Fort William, which is capable of delivering 300 affordable units, alongside
other low cost home ownership tenures, private sector opportunities and commercial development.
Our current target is to complete an average of 30 affordable homes each year —we will be starting on
site this year with approximately 100 units. In the light of the considerable economic development
driven by Liberty House in Fort we will be assessing our capacity and revising our growth ambitions.

Key to this will be our continuing relationship with the Highlands Small Communities Housing Trust,
with whom we partner through a development agency services agreement. This has worked well for
the past three years and we intend to renew this partnership when we agree a refreshed development
agreement in 2017. :
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LOCHABER HOUSING ASSOCIATION LIMITED

REPORT OF THE BOARD OF MANAGEMENY
FOR THE YEAR ENDED 31ST MARCH 2017

Board of Management and Execuiive Officers

The members of the Board of Management and the Executive Officers are listed on Page 1.

Each member of the Board of Management holids one fully paid share of £1 in the Association. The
Executive Officers hold no interest in the Association's share capital and, although not having the legal
status of Directors, they act as Executives within the authority defegated by the Board of Management.

The members of the Board of Management are also Trustees of the Charity. Members of the Board of
Management are appointed by the members at the Association's Annual General Meeting.

Statement of Board of Management's Responsibilities

The Co-operative and Community Benefit Act 2014 requires the Board of Management to prepare Financial
Statements for each financial year which give a true and fair view of the state of affairs of the Association
and of the surplus or deficit of the Association for that period. In preparing those Financial Statements, the
Board of Management is required to:-

- select suitable accounting policies and then apply them consistently;

« make judgments and estimates that are reasonable and prudent;

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

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

< prepare a statement on internal Financial Control.

The Board of Management is responsible for keeping proper accounting records which disclose with
reasonable accuracy at any time the financial position of the Association and to enable them to ensure that
the Financial Statements comply with the Co-operative and Community Benefit Societies Act 2014, the
Housing (Scotland) Act 2014 and the Determination of Accounting Requirements 2015. They are also
responsible for safeguarding the assets of the Association and hence for taking reasonable sieps for the
prevention and detection of fraud and other irregularities. It is also responsible for ensuring the
Association's suppliers are paid promptly.

The Board of Management must in determining how amounts are presented within items in the income and
expenditure account and balance sheet, have regard {o the substance of the reported transaction or
arrangement, in accordance with generally accepted accounting practices.

In so far as the Board of Management are aware:

*  There is no relevant audit information (information needed by the Housing Association's auditors in
connection with preparing their report) of which the Association's auditors are unaware, and

+  The member of the Board of Management have taken all steps that they ought 1o have taken to make

themselves aware of any relevant audit information and to establish that the Housing Association’s
auditors are aware of that information.
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LOCHABER HOUSING ASSOCIATION LIMITED

REPORT OF THE BOARD OF MANAGEMENT
FOR THE YEAR ENDED 31ST MARCH 2017

Statement on Internal Financial Control

The Board of Management 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
controls are designed to give reasonable assurance with respect to:

«  the reliability of financial information used within the Associaticn, or for publication;

«  the maintenance of proper accounting records,

«  the safeguarding of assets against unauthorised use or disposition.

it is the Board of Management's responsibility to establish and maintain systems of Internal Financial

Control. Such systems can only provide reasonable and not absolute assurance against material

financial mis-statement or loss. 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 Association's assets;

- experienced and suitably qualified staff take responsibility for important business functions and
annual appraisal procedures have been established to maintain standards of performance;

« forecasts and budgets are prepared which allow the management team and the Board of
Management to monitor key business risks, financial objectives and the progress being made
towards achieving the financial plans set for the year and for the medium term;

= Quarterly financial management reports are prepared promptly, providing relevant, reliable and up to
date financial and other information, with significant variances from budget being investigated as
appropriate

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

. all significant new initiatives, major commitments and investment projects are subject to formal
authorisation procedures, through the Board of Management;

*  the Board of Management receive reports from management and from the external and internal
auditors to provide reasonable assurance that control procedures are in place and are being followed
and that a general review of the major risks facing the Association is undertaken;

+ formal procedures have been established for instituting appropriate action to correct any
weaknesses identified through internal or external audit reports.

The Board of Management has reviewed the effectiveness of the system of internal financial control in
existence in the Assaociation for the year ended 31 March 2017. No weaknesses were found in the internal
financial controle which resulted in material losses, contingencies or uncertainties which require
disclosure in the financial statements or in the auditor's report on the financial stalements.

Auditors

A resolution to re-appoint the Auditors, Alexander Sloan, Chartered Accountants, will be proposed at the
Annual General Meeting. '

By order of the Board of Managemett

ALEX FARQUA
Secretary
10 July 2017
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LOCHABER HOUSING ASSOCIATION LIMITED

'REPORT BY THE AUDITORS TO THE MEMBERS OF
LOCHABER HOUSING ASSOCIATION LIMITED
ON CORPORATE GOVERNANCE MATTERS

In addition to our audit of the Financial Statementis, we have reviewed your statement on Page 5
concerning the Association's compliance with the information required by the Regulatory Standards in
respect of internal financial controls contained in the publication "Our Regulatory Framework” and
associated Regulatory Advice Notes which are issused by the Scottish Housing Regulator.

Basis of Opinion

We carried out our review having regard to the requirements relating o corporate governance matters
within Bulletin 2006/5 issued by the Auditing Practices Board. The Bulletin does not require us to
review the effectiveness of the Association's procedures for ensuring compliance with the guidance
notes, nor 1o investigate the appropriateness of the reasons given for non-compliance.

OCpinion

fn our opinion the Statement on Internal Financial Control on page 5 has provided the disclosures
required by the relevant Reguiatory Standards with the publication "Our Regulatory Framework"” and
associated Regulatory Advice Notes issued by the Scottish Housing Regulator, in respect of internal
financial controls and is consistent with the information which came to our aftention as a result of our
audit work on the Financial Statements.

Through enquiry of certain members of the Board of Management and Officers of the Association, and
examination of relevant documents, we have satisfied ourselves that the Board of Management's
Statement on Internal Financial Control appropriately reflects the Association’s compliance with the
information required by the relevant Regulatory Standards in respect of internal financial controls
within the publication “Cur Regulatory Framework™ and associated Regulatory Advice Notes tssued by
the Scottish Housing Regulator in respect of internal financial controls . : :

X G

ALEXANDER SLOAN __

Chartered Accountanis _.

Statutory Auditors

GLASGOW Alexander Sloan

10 July 2017 Accountants and Business Advisers

Page 6



INDEPENDENT AUDITORS' REPORT TO THE MEWBERS OF
LOCHABER HOUSING ASSOCIATION LIMITED

Alexander Sloan
Accountants and Business Advsels

We have audited the financial statements of Lochaber Housing Association Limited for the year ended 31st
March 2017 which comptise a statement of comprehensive income, statement of financial position,
statement of cash flows, statement of changes in equity and refated notes. The financial reporting
framework that has been applied in their preparation is applicable law and accounting standards of the
United Kingdom

This report is made solely to the Association's members, as a body, in accordance with the Co-operative
and Community Benefit Societies Act 2014, Our audit work has been underlaken so that we might state to
the Association’s members those matters we are required to state to them in an auditors’ report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
cther than the Association and the Association’s members as a body, tor our audit work, for this report, of
for the opinions we have formed.

Respective Responsibilities of Board of Management and Auditors

As explained more fully in the Statement of Board of Management's Responsibilities the Association's
Board of Management, are responsible for the preparation of the Financial Statements that give a true and
fair view.

Qur responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Irefand). Those standards require us 10
comply with the Financial Reporting Council’s (FRC) Ethical Standards for Auditors.

Scope of the sudit on the Financial Statements i

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement
whether caused by fraud or error. This includes an assessment of whether the accounting policies are
appropriate to the Association's circumstances and have been consistently applied and adequately
disclosed; the reasonableness of significant accounting estimates made by the Board of Management; and
the overall presentation of the financial statements. In addition, we read all the financial and non-financial
information in the Board of Management's report to identify material inconsistencies with the audited
financial statements. If we become aware of any apparent material misstatements or inconsistencies we
consider the implications for our report.

Opinion on the financlal statements

In our opinion the Financial Statements:

« give a true and fair view of the state of the Association's affairs as at 3tst March 2017 and of its surplus
for the year then ended;

s have been properly prepared in accordance with United Kingdom Generally Accepled Accounting
Practice: and

- have been properly prepared in accordance with the Co-operative and Community Benefit Societies Act
2014, the Housing {Scottand) Act 2014 and the Determination of Accounting Requirements 2015.

Matters on which we are reguired to report by exception

We are required to repori to you if, in our opinion:

<« the information given in the Board of Management’s Report is inconsistent with the financial statements.

+  proper books of account have not been kept by the Association in accordance with the requirements of
the legislation.

- a satisfactory system of control over transactions has not been maintained by the Association in
accordance with the requirements of the legistation.
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INDEPENDENT AUDITORS' HEPORT TO THE MEMBERS OF
LOCHABER HOUSING ASSOCIATION LIMITED

Kiatters on which we are required to report by exception (contd.)

«  the Statement of Comprehensive Income to which our report relates, and the Statement of Financial
Position are not in agreement with the books of the Association.

«  we have not received all the information and explanations necessary for the purposes of our audit.

We have nothing to report in respect of these matters.

ALEXANDER SLOAN

Chartered Accountanis

Statutory Auditors %

GLASGOW Alexander Sloan _

10 July 2017 Accountants and Business Advisers
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LOCHABER HOUSING ASSOCIATION LIMITED

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31st MARCH
2017

REVENUE 2. 4,040,208
Operating Costs 2. (3,257,835)
OPERATING SURPLUS 9. 782,374
Gain On Sale Of Housing Stock 7. 107,170
Interest Receivable and Other Income 59,585
Interest Payable and Similar Charges 8. (346,762)
Other Finance Charges 10. {18,029)

(198,036)
SURPLUS FOR YEAR 584,338

The notes on pages 13 to 28 form part of these financial statements.
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LOCHABER HOUSING ASSOCIATION LIMITED
STATEMENT OF FINANCIAL POSITION AS AT 31st MARCH 2017

Housing Properties - Depreciated Cost 11.(a 48,360,639
Other Non Current Assets 11.(b 547,081

48,907,720
INVESTMENTS
Investment in subsidiaries 25. 10,000

10,000
CURRENT ASSETS
Receivables 15. 1,010,852
Devefopment Cost of Housing Property  25. 63,474
Investments 25. -
Cash at bank and in hand 1,014,181
2,088,507

CREDITORS: Amounts faliing due
within one year 18, (1,306,299)
NET CURHENT ASSEYS 782,208
TOTAL ASSETS LESS CURRENT
LIABILITIES 48,689,928
CREDITORS: Amounts falling due
after more than one year 17. {11,687,819)
DEFERRED INCOME
Social Housing Grants 19. {31,776,573)

(31,776,573)
NET ASSETS 6,235,536
EQUITY
Share Capital 20. 57
Revenue Reserves 6,235,479

6,235,536

The Financial Statements were approved by the Board of Management and authorised for issue and signed
on their behalf on 16 July 2017,

. . }

Secretary

Chairrson

Treasurer

The notes on pages 13 to 28 form part of these financial staterments.
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LOCHABER HOUSING ASSOCIATION LIMITED

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED
31st MARCH 2017

Net Cash Infiow from QOperzting Activites 18, 960,454

Investing Activities

Acquisition and Construction of Properties
Purchase of Other Fixed Assets

Social Housing Grant Recelved

Social Housing Grant Repaid

Changes on short term deposits with banks
Proceeds on Disposal o Properties

Proceeds on Disposal of Other Fixed Assets

(1,606,273)
(362,353)
630,236

158,481

Ket Cash Outfiow from Investing

. (1,179,908}
Activities

Financing Activities

Loan Advances Received

Interest Received on Cash and Cash Equivalents
Interest Paid on Loans

Loan Principal Repayments

Share Capital issued

288,446
59,586
(346,762)
(508,532)
3

Net Cash Inflow / (Outfiew) from Finencing (507,260}

Increase / (decrease) in Cash {726,715)

1,740,896
1,014,181

e

Cpening Cash & Cash Equivalents
Closing Cash & Cash Equivalents

Cash and Cash equivalents as at 31 March 2017

Cash 1,014,181

1,014,181

The notes on pages 13 to 28 form part of these financial statements.
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LOCHABER HOUSING ASSOCIATION LIMITED

STATEMENT OF CHANGES IN EQUITY

AS AT 31st MARCH 2017

Balance a¢ at 1st Aprit 2015 87 5,651,141
issue of Shares 3

Cancellation of Shares {3)

Surplus for Year 584,338
Bealance as at 31 March 2016 57 6,235,479
Balance as at tst April 2016 57 6,235,479
Issue of Shares 11

Surplus for Year 829,587
Balance as &t 31 March 2017 68 7,065,066

The reserves opening balance at 1st January 2015 has been restated to reflect the change in
accounting requirements under the Housing SORP 2014 and FRS102.

Page 12



LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017

NOTES TO THE FINANCIAL STATEMENTS

1 PRINCIPAL ACCOUNTING POLICIES

Statemenit of Compliance

These financial statements were prepared in accordance with Financial Reporting Standard 102 - ‘The
Financial Reporting Standard applicable in the UK and Republic of lreland’ and the Statement of
Recommended Practice for social housing providers 2014. The Association is a Public Benefit Entity in
terms of its compliance with Financial Reporting Standard 102, applicable for accounting periods on or
after 1 January 2015.

Basis Of Accounting

The Financial Statements have been prepared in accordance with applicable Accounting Standards, the
Statement of Recommended Practice - Accounting by Registered Social Landlords 2014, and on the
historical cost basis. They also comply with the Determination of Accounting Reguirements 2015. A
summary of the more important accounting policies is set out below.

Revenue

The Association recognises rent receivable net of losses from voids. Service Charge Income (net of
voids) is recognised with expenditure as it is incurred as this is considered to be the point when the
service has been performed and the revente recognition criteria is met.

Government Grants are released to income over the expected useful fife of of the asset to which i
relates.

HEetirement Benefits

The Association participated in the Scottish Housing Association Defined Benefits Pension Scheme.
Retirement benefits to employees of the Association are funded by the contributions from all participating
employers and employees in the Scheme. The Association has moved from the Defined Benefit scheme
to the Scottish Housing Association Defined Contribution Scheme.

The Association still has a liability for past service costs contributions to the Scottish Housing Association
Defined Benefit Pension Scheme. The Agsociation provides for amounts that it has agreed 1o pay
towards the Scheme deficit in accordance with paragraph 28.11A of FRS 102. The present value of this
liability has been recognised in the Statement of Financial Position. The discount rate applied to this
obiigation is that of a yield rate for a high quality corporate bond.

Valuation Of Housing Properties

Housing Properties are stated at cost less accumulated depreciation. Housing under construction and
Land are not depreciated. The Association depreciates housing properties by major component on a
straight line basis over the estimated useful economic lives of each identified component. All components
are categorised as Housing Properties within note11. Impairment reviews are carried out if events or
circumstances indicate that the carrying value of the components listed below is higher than the
recoverable amount. '

Component Useful Economic Life
Structure 50 years
Roof 50 years
Render 40 years
Heating 20 years
Hot water Cylinder 10 years
External Doors 25 years
Windows 25 years
Bathroom 25 years

Kitchen 15 years
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017
ROTES TO THE FINANCIAL STATERENTS (Continued)

1 PRINCIPAL ACCOUNTING POLICIES (Continued.)
Depreciation And Impairment Of Other Non-Current Assets
Non-Current Assels are stated at cost less accumulated depreciation. Depreciation is charged on &
straight line basis over the expecied economic useful fives of the assets at the following annual rates:-

Leasehold Improvements Over the period of the lease
Furniture and Equipment - 20% (reducing balance basis)
Commercial Properly - 2%

The carrying value of non-current agsets are reviewed for impairment at the end of each reporting pericd.

Social Housing Grant And Other Grants In Advance/Asrears }

in Section 24 of Financial Reporting Standard 102. Grants are treated as deferred income and recognised
in income on a systematic basis over the expected usefud life of the property and assets to which it
relates.

Social Housing Grant attributed 1o individual components is written off to the Statement of comprehensive
Income when these components are replaced,

Social Housing Grant received in respect of revenue expenditure is credited o the Statement of
Comprehensive income in the same period as the expenditure to which it relates.

Although Sociat Housing Grant is trealed as a grant for accounting purposes, it may nevertheless become
repayable in cerfain circumstances, such as the disposal of cerlain assels. The amount repayable would
be restricted to the net proceeds of sale.

Sales Of Housing Properties

First tranche Shared Ownership disposals are credited 10 turnover on completion. The cost of construction
of these sales is taken {o operating cost. In accordance with the Statement of Recommended Practice,
disposals of subsequent tranches are treated as non-current asset disposals with the gain or loss on
disposal shown in the Statement of Comprehensive Income.

Disposals of housing property under the Right to Buy scheme are treated as a non-current asset
disposals and any gain and loss on disposal accounted for in the Statement of Comprehensive Income.

Disbosals under shared equily schemes are accounted for in the Statement of Comprehensive Income.
The remaining equity in the properly is treated as a non-current asset investment, which is matched with
the grant received.

Estimeation Uncertainty

The preparation of financial statements requires the use of certain accounting estimates. It also requires
the Board of Management {o exercise judgement in applying Lochaber Housing Association Limited
Accounting Policies. The areas requiring a higher degree of judgement, or complexity, and areas where
assumptions or estimates are most significant to the financial statements, is disclosed beiow:

2) Rent Arrears - Bad Debt Provision
The Association assesses the recoverability of rent arrears through a delailed assessment process which
considers ienant payment history, arrangements in place and court action.

b} Life Cycle of Components
The Association estimates the useful lives of major components of its housing property with reference to
surveys carried out by external gualified surveyors.

¢} Useful tife of properties, plant and equipment
The Association assesses the useful iife of its properties, plant and equipment and estimates the annuat
charge to be depreciated based on this assessment.

d} Costs of shared ownership
The Association allocates costs to shared ownership properties on an percentage basis split across the
number of properties the Association owns. '
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATERMENTS FOR THE YEAR ENDED 31st BBARCH 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

1 PRINCIPAL ACCOUNTING POLICIES (Continued.)

Leases/leased Assels

Costs in respect of operating leases are charged to the Statement of Comprehensive Income on a
straight line basis over the lease term. Assets held under finance leases and hire purchase coniracts
are capitalised in the Statement of Financial Position and are depreciated over their useful lives.

Works to Existing Properties
The Association capitalises major repairs expenditire where these works result in an enhancement of
economic benefits by increasing the net rental stream over the life of the property.

Develepment Interest
Interest incurred on financing a development is capitalised up 1o the date of practical completion of the
scheme.

Key Judgements made in the application of Accounting Policies

&) The Categorisation of Housing Properiies

In the judgement of the Board of Management the entirety of the Association's housing stock is held
for social benefit and is therefore classified as Property, Plant and Equipment in accordance with FRS
102.

b) identification of cash generating units
The Association considers its cash-generating units to be the schemes in which it manages its

housing property for asset management purposes.

¢} Financial instrument break clauses

The Associaticn has considered the break clauses attached to the financia! instruments that it has in
place for it's loan funding. In the judgement of the Board of Management, these break clauses do not
cause the financial instrument to be classified as a complex financial instrument and therefore they
meet the definition of & basic financial instrument.

&) Pension Liability

In March 2017 the Association received details from the Pension Trust of the final valuation of the
pension scheme at September 2015 and the Pension Trust's estimate of the Association's future past
service deficit contributions. The Association has used this to provide the basis of the pension past
service deficit liability in the financial statements. The Board of Management feel this is the best
available estimate of the past service liability.

Financial instruments - Baslc

The Association classes all of its loans as basic financiat instruments including agreements with break
clauses. The Association recognises basic financial instruments in accordance with Section 11 of
Financial Reporting Standard 102.

The Association's debt instruments are measured at amortised cost using the effective interest rate
method

VAT
The Association is registered for VAT. As the major parl of the Associaticn's operations are exempt
from VAT expenditure is shown inclusive of VAT,
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTYS FOR THE YEAR ENDED 31st MARCH 2017

NOTES TO THE FINANCIAL STATEMENTS {Continued)

2017 2016

Operating Operating
Operating Surplus / Operating Surplus /
Notes Turnover Cosis {Deficit) Turnover Costs (Deficii)

£ £ £ £ £ £

Affordable letting

activities 4 3,954,617 2,965,649 888,568 3,923,326 3,096,128 827,197
Other Activities 4. 348,974 409,635 {60,661) 116,883 161,708 {44,823)

Total 4,303,581 3,375,284 928,307 4,040,209 3,257,835 782,374

General
Heeds Shared 2017 2016
Housing ownership Total Total
£ £ £ £
Revenue from Lettings
Rent Receivable Nei of Service Charges 2,743,050 131,380 - 2,822,602
Service Charges 119,768 4340 112,811
Gross income froms rent and service cherges 2,862,818 135,720 2,935,413
Less: Aent losses from voids 12,273 - 18,011
Ket RBenis Recelvable 2,850,545 135,720 2,817,402
Granis released from deferred income 868,932 43,823 - 846,631
Revenue grants from Scotlish Minisiers 55,687 -5 " 44,893
Other revenue granis - - 15,000
Tote! turnover from atfordable letting activities 3,775,074 179,543 3,623,326
Expenditure on affordabls letting activities -
Management and maintenance administration costs 833,827 20,711 862,513
Service Costs 128,276 3,946 136,040
Planned and cyclical maintenance, inciuding major repairs 255,611 377615
Reactive maintenance costs 306,746 298,815
Bad Debls - rents and service charges 15,203 - 20,936
Depreciation of affordable let properties 1,357,096 44,233 1,400,209
Opersating cosis of affordable letting activiies 2,896,758 68,890 3,086,129
Operating surpius on affordabie ietling activities 878,315 116,653 988,9&8 827,187
2016 765,195 62,002
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

The Officers are defined in the Co-operative and Community Benefit @' 2016
Societies Act 2014 as the members of the Management Commitiee, :
managers and employees of the Association. £
Aggregate Emoluments payable to Ofticers with Emoluments greater than’
£60,000 (excluding Pension Contributions) 68,703
Pension contributions made on behalf on Officers with emoluments greater 5,192
than £60,000
Emoluments payable to Chief Executive (excluding pension contributions) 68,703
Total Emoiuments paid to key management personnel 174,758
The number of Officers, including the highest paid Officer, who received emoluments (excluding
pension contributions) over £60,000 was in the following ranges:-

Number Number
£60,001 to £70,000 1 1

The average monthly number of full time equivalent persons employed

during the year was 16
The average total number of Employees employed during the year was 17
Staff Costs were: £
Wages and Salaries 450,253
Social Security Costs 48,306
Other Pension Costs 32,021

556,079 530,580
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2016

€
Sales Proceeds 158,481
Cost of Sales 51,311
Gain On Sale Of Housing Stock 107,170

£
346,762

On Bank Loans & Overdratis

2016

Surplus is stated after charging:- £
Depreciation - Tangible Owned Fixed Assets 1,437,373
Auditors’ Remuneration - Audit Services 10,867
Operating Lease Rentals - Land & Buildings 35,930
Operating L.ease Rentals - Other 7,536
Gain on sale of fixed assets {107,170}

Unwinding of Discounted Liabilities
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LOCHABER HOUSING ASSOCIATION LIMITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED 315t MARGH 2017

KROTES TO THE FINANGIAL STATEMENTS (Continued)

COST

As at 1st April 2016 57,640,224 1,638,076 2,590,134 185,102

Additions 484,439 4,849,878 - -

Disposals (448,730) - {113,038) -

Schemes Completed 1,733,073 (1,733,073) - -

As at 31st March 2017 59,409,006 4,754,881 2,477,086 185,102
DEPRECIATION

As at 1st April 2016 12,748,540 - 842,551 101,806

Charge for Year 1,335,519 - 44,233 9,255

Disposals (166,326) - {22,608) -

As at 31st March 2017 13,917,733 - 864,176 111,061

HET BOOK VALUE s

As at 31st March 2017 45,491,273 4,754,881 1,612,920 74,041 51,933, 1
As at 31st March 2016 44,891,684 1638076 1,747 583 83,296 48,360,639

Additions to housing properties include capitatised development administration costs of £nil (2016 - £nil)

and capitalised major repair costs to existing properies of £484,439 (2016 - £536,356)
Ail land and housing properties are freehold.
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017

NOTES TO THE FINANCIAL STATEMENTS {Continued)

As at st April 2016 327,010 320,522 255,660

Additions 170,306 - 6,070
As at 31st March 2017 497,316 320,522 261,730
AGGREGATE DEPRECIATION

As at 15t April 2016 . 160,195 195,916
Charge for year 7,460 22,244 13,163
As at 3ist March 2017 7,460 182,430 209,079
NET BOOK VALUE

As at 31st March 2017 489,856 138,083 52,651
As at 31st March 2016 327,010 160,327 59,744

2017 2016
£ £

Capital Expenditure that has been contracted for but has not been
provided for in the Financia! Statements 576,780 3,041,563

The above commitments will be financed by a mixture of public grant, private finance and the
Association's own resources.

AT 2016
At the year end, the total future minimum lease payments under non- SR
cancellable operating leases were as follows:- £ £
Land and Buildings
Not later than one year 46,000 46,000
Later than one year and not tater than five years 184,000 184,000
Later than five years 48,000 92,000
Giher
Not later than one year 10,015 6,808
Later than one year and not later than five years 21,526 12,158

Lease commitments have been restated under ERS102 to include the timing of the full payment due
under the contract.
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017

NROTES TO THE FINANCIAL STATEMENTS {Continued)

2016
£

Arrears of Rent & Service Charges 899,168
Less; Provision for Doubtful Debts {52,536)
46,632

Sociat Housing Grant Receivable 486,016
Other Receivables 298,604
Amounts Due from Group Undertakings 178,600
1,010,852

2016

£

Housing Loans 418,937
Trade Payables 89,442
Rent in Advance 64,381
Social Housing Grant in Advance 470,556
Other Taxation and Social Security 38,382
Other Payables 44,455
Liability for Past Service Contributions 51,928
Accruals and Deferred Income 127,218
1,306,299

At the balance sheet date there were pension contributions outstanding of £10,696 (2016 £9,299).
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Liability for Past Service Contributions
Housing Loans

Housing Loans

Amounts due within cne year

Amounts due in one year or more but less than two years
Amounts due in two years or more but less than five years
Amounts due in more than five years

Less: Amount shown in Current Liabilities

Liablilty for Past Service Contribitions

Amounts due within cne year

Amounts due in one year or more but less than two vears
Amounts due in two years or more but less than five years
Amounts due In more than five years

Less: Amount shown in Current Liabilities

_-zﬂﬂi

£

: 267,741
11,420,078

11,687,819

419,937
430,304
8 1,357,543
3. 9,632,231

11,840,015
419,937

5 11,420,078

51,928
54,051
163,308
50,381

315,669
51,928

267,741

i

The Association has a number of long-term housing loans the terms and conditions of which are as

follows:

-Standard Security over 0 properties
- Standard Security over 0 properties
Standard Security over 0 properties
Standard Security over 299 properties
Standard Security over 0 properties
Standard Security over 0 properties
Standard Security over 0 properties

Nationwide .. ... Standard Security over 0 praperties
Triodus Bank * . .. Standard Security over 0 propenies
Social Investment Scotland Standard Security over 0 properties
Al . - Standard Security over 0 properiies
CAF Bani ' Standard Security over 31 properties

- Standard Security over 235 properties

2036 variable
2038 variable
2040 fixed

2042 variable
2026 variable
2036 variable
2027 variable
2035 variable
2035 variable
2040 variable
2026 fixed

2027 fixed

2040 variable

All of the Association’s bank borrowings are repayable in a monthly basis with the principal

being amartised ovet the term of the loans

The liability for the past service contributions has been accounted for in accordance with FRS 102 para

28.13A and represents the present value of the contributions payable. The cash out flows have been

discounted at a rate of 1.06% (2015 - 2.64%)
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Reconcliiation of operaiing surplus to
balance as at 31 March 2017

Operating Surplus

Depreciation

Change in properties developed for resale
Amortisation of Capital Grants

Change in debtors

Change in creditors

Unwinding of Discount on Pension Liability
Share Capital Written Off

Balance as at 31 March 2017

Sacial Housing Grants

2016
S
782,374
1,420,056
(63,474)
(946,031)
(78,054)
(136,385)
(18,029)
(3)

960,454

(=

Balance as at 1st April 2016 38,529,953 1,632,281 2,191,168 122,948
Additions in the year - 3,435,159 - -
Transferred 1,267,242  (1,267,242) - -
Eliminated on disposal {193,612) (98,170) .
Balance as at 31st March 2017 39,603,583 3,800,198 2,082,999 122,948
Amortisation

Balance as at 1st April 2016 9,838,005 - 794,152 67,621
Amortisation in year 807,565 - 43,823 6,147
Eliminated on disposal (116,135} (19,634} -
Balance as at 31st March 2017 10,629,435 - 818,341 73,768
fet book value

Balance as at 31st March 2017 28,874,148 3,800,198 1,274,658 49,180
Balance as at 31st March 2016 28,891,948 1,632,281 1,397,017 55,327

This is expected to be released to the Statement of Comprehensive Income in the following years:

Amounts due within one year
Amounts due after more than one year

2017 2016
Rt g
957,535 846,031

33,140,648 30,830,542
34,098,184 31,776,573
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

Shares of £1 each Issued and Fully Faid
At 1st Aprit 2018
{ssued in year

Cancelled in year

Al 31st March 2017

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

The number of units of accommodation in management 2016
at the year end was - No.
General Needs - Built by Association 640
Shared Ownership 57
697
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017

NOTES TO THE FINANCIAL STATEMENRTS (Continued)

Members of the Board of Managemen! are related pariies of the Association as defined by
Financial Reporting Standard 102.

Those members who are tenanis of the Association have {enancies that are on the Association's
normal {enancy terms and they cannot use their position {o their advantage.

Governing Body Members cannot use their position to thelr advaniage. Any transactions between
the Association and any entity with which a Governing Body Member has a connection is made at
arm's length and under normal commercial terms.

Transactions with governing body members {and their close tamily) were as follows:

£
Rent and factoring received from Tenants on the Committes and their
close family members 7,229
At the year end total rent arrears and factoring owead by the tenant membars of the Commities
{and their close family ) were £122
Members of the Commiliee who are tenants 1
Members of the Commitiee who are local councillors 2

The following transactions took place during the year between the Association and its

related parties:

The chief execulive of Lochaber Housing Association is & Board of Management member of the
locat credit union. During the year, the Association provided a grant of £nil (2018 - £15,000) to
support the growth and development of the credit union.

The Association is in parinership with the Highland Small Communities Housing Trust. This
parinership provides housing development services and the charge to the Assaciation per guarter
is £8,000. Total £36.000 (2016 - £36,000).

The Association is a Registered Society registered with the Financial Conduct Authority and is
domicled in Scotland.

The Association's principal place of business is 101 High Street, Fort William, PH33 6DG.

The Association is a Registered Social Landlord and Scottish Charity that owns and manages
social housing propsrty in Lochaber.

Board of Management members received £3,689 in the year by way of reimbursement of
expenses {2015 - £5,874}. No remuneration is paid fo Board of Management members in respect
of their duties in the Association. '
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31s1 MARCH 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2016
£

Investments in Subsidiaries

As at 31st March 2017 & 31st March 20186 10,000

In the opinion of the Board of Management the aggregate value of the assets of the subsidiary is not
less than the aggregate of the amounts at which those assets are stated in the Association's balance
sheet.

The Association has two 100% owned subsidiary Lochaber Care and Repair Limited & Lochaber
Housing Association Property Services CIC. The relationship between the Association and its subsidiary
is set out in an independence agreement between both parties.

During the year, Lochaber Housing Association purchased repair services from Lochaber Housing
Association Property Services CIC amounting to £1,258,934 (2016 £1,197,449). Additionally, the
Association received an administration fee from Lochaber Housing Association Property Services CiC
for the year amounting to £26,412 (2016: £25,945) and defrayed expenses on behalf of Lochaber Care
and Repair Limited amounting to £275,770 (2016 - £226,431) and Lochaber Housing Association
Property Services CIC amounting to £729,285 (2016: £698,573), which were subsequently reimbursed.
The Association paid a grant of £50,580 (2016: £25,000) to Lochaber Care and Repair as a contribution
to administration costs. Lochaber Property Services CIC made a donation 10 Lochaber Housing
Association of £50,000 (2016: £128,000).

The aggregate amount of capital and reserves and the results of Lochaber Care and Repair Limited for

the year ended 31st March 2017 were as follows:

2016
£

Capital & Reserves 86,984

15,742

e

Loss for the year

The aggregate amount of capital and reserves and the results of Lochaber Housing Association
Property Services CIC for the year ended 31st March 2017 were as follows: '

2017 2016

g
Capital & Reserves 68,538
Profit for the year 10,558
2016
£

Short term deposits 1,200,000

The Association participates in a shared equity arrangement at 31 March 2017. At this date the
Association has expended £221,370 on shared equity properties.
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LOCHABER HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2017

NOTES TO THE FINANCIAL STATEMENTS (Continued)

General
Lochaber Housing Association Limited participated in the Scottish Housing Association Pension
Scheme (the scheme).

The Scheme is a multi-employer defined benefit scheme. The Scheme is funded and is contracted out
of the state scheme. The Association has since moved to a defined contribution scheme but has a
liability for the past service deficit in the defined benefit scheme.

it is not possible in the normal course of events to identify the share of underlying assets and liabilities
belonging to individual participating employers as the scheme is a multi-employer arrangement where
the assets are co-mingled for investment purposes, benefits are paid from the total scheme 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 FRS102 represents the employer contribution
payable.

The last valuation of the Scheme was performed as at 30th September 2015 by a professionally
qualified actuary using the Projected Unit Credit method. The market value of the Scheme’s assels at
the valuation date was £612m. The valuation revealed a shortfall of assets compared with the value of
liabilities of £198m equivalent to a past service funding level of 76%.

The Scheme operates on a 'last man standing' basis, meaning that in the event of an employer
withdrawing from the Scheme and being unable to pay its share of the debt on withdrawal. Then the
liability of the withdrawing employer is re-apportioned amongst the remaining employer. Therefore in
certain circumstances the Association may become liable for the obligations of a third party.

All employers in the scheme have entered into an agreement to make additional contributions to fund
the scheme's past service deficit. This obligation has been recognised in terms of Para 28.11A of
Financial Reporting Standard 102. At the statement of financial position date the present value of this
obligation was £285,451 (2016 - £319,669). This was calculated by reference to the terms of the
agreement and discounting the liability using the yield rate of a high quality corporate bond with a similar
term. This discount rate used was 1.06%.

The Association made payments totalling £51,928 (2016: £50,205) to the pension scheme during the
year.
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