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MOLENDINAR PARK HOUSING ASSOCIATION

REPORT OF THE MANAGEMENT CCMMITTEE (INCORPORATING THE STRATEGIC REPQORT)
FOR THE YEAR ENDED 31 MARCH 2018

The Management Committee present their report (incorporating the Strategic Repart) and audited financial
statements for the year ended 31 March 2018.

Principal activity

The principal activity of the Assaciation is the provision, construction, improvement and management of rented,
shared equity and shared ownership accommodation.

The Association became a registered charity in January 2013.

Void levels are low and the level of satisfaction among tenants and owners continues to be very high. The
Committee, however, is guarded against complacency, and to this end, over the last year has developed the-
organisational structure to improve scrutiny of the Association’s practices during this important time of change.

Business review
The results for the year are shown in these financial statements.

In 2017/18, the Association commissioned an independent Governance Review and as a result a historic
governance issue was identified. Assistance was immediately sought from the Scottish Housing Regulator
{(SHR) who responded appropriately by appointing members to the Management Committee and placing the
Association under high. engagement. In October 2017, the SHR ended their statutory intervention as
appropriate and swift action had been taken by the Association to address the membership issue. This led to
the Association's level of engagement with the SHR being reduced to medium. On completion of the
Governance Review, an Action Plan was developed. The Association has made great progress with the
Action Plan and most items identified have now been completed. A revised Governance Structure has also
been introduced, which has resulted in the former Local Management Associations being dissolved and the
formation of two sub-committees. This structure will strengthen the Association’s overall governance and will
ensure that excellent setvices continue to be delivered. As well as investing in its properties, the Association
has been careful fo maintain its strong financial position which has benefited from careful management of
spending. : ,

The Association is in a strong, vibrant and positive positicn. It continues to provide an excellent level of
service lo its residents, and attracts satisfaction levels of over 90%:

Result for the year and transfers

The results for the year are shown in the Statement of Comprehensive Income on pager 10.

Principal risks and uncertainties

Risks are identified to enable the Association to put measures in place to mitigate these risks and to enable
our ohjectives to be achieved. Management Committee agendas ensure that new, current and emerging

risks are evaluated. Medium and high risks are included in the Internal Management Plan together with
details of the controls to mitigate each risk and any necessary further action.




MOLENDINAR PARK HOUSING ASSOCIATION

REPORT OF THE MANAGEMENT COMMITTEE (INCORPORATING THE STRATEGIC REPORT)
FOR THE YEAR ENDED 31 MARCH 2018

Principal risks and uncertainties (continued)
The 4 highest gross scoring risks idenfified are as follows:

Breach of Loan Covenant.

Volatility of loan interest rates.

Impact of Major Repairs pregramme identified in the 30 year plan.

Increase in the time spent by staff managing rent accounts as a result of changes In welfare
reform/universal credit.

FNETY s

Credit payment policy

The Association’s policy concerning the payment of its trade creditors complies with the Confederation of
British Industry guidelines. The average payment period is thirty days.

Maintenance policies

The Association seeks to maintain its properties to the highest standard. To this end, programmes of cyclical
repairs are carried out in the medium term to deal with the gradual and predictable deterioration of building
components. It is expected that the cost of all these repairs would be charged to the Statement of
Comprehensive Income,

In addition, the Association has a long-term programme of major repairs to cover works which have become
necessary since the original development were completed, including works required by subsequent legislative
changes. This includes replacemsnt or repairs to features of the properties, which have come to the end of
their economic lives. In line with the SORP 2014, replacements to building components are capitalised in the
financial statements as they occur. All other major repairs are charged fo the Statement of Comprehensive
[ncome. :

Treasury management

The Association has an active treasury management function, which operates in accordance with the
Treasury Policy approved by the Management Committee. In this way the Association manages ils
borrowing arrangements to ensure that it is always in a position to meet its financial obligations as they fall
due, whilst minimising excess cash and liquid resources held.

Employee involvement and Health & Safety

The Ménagement Committee take seriously their responsibilities to employees under Health & Safely
legislation and endeavor to provide information on any matiers that may be of concern to them. The
Association also encourages employse involvement in all major initiatives so that their views may be taken into
account in making decisions that may affect their inferests.

Future Prospects

The Association will continue to invest in its housing stock in the coming year. The Association does not
envisage any further housing property developments in the Immediate future.

Management Committee and Executive Officers

The members of the Management Committee and the Executive Officers are listed on the front of these
financial statements.

Each member of the Management Committee holds one fully paid shars of £1 in the Association. The
Executive Officers hold no interest in the Association's share capital and, although net having the legal status
of Directors, they act as Executives within the authority delegated by the Management Commitiee.




MOLENDINAR PARK HOUSING ASSOCIATION

REPORT OF THE MANAGEMENT COMMITTEE (INCORPORATING THE STRATEGIC REPORT)
FOR THE YEAR ENDED 31 MARCH 2018 '

Governance
Governing Document

The Association is a registered soclal landlord and is thus registered with The Scoftish Housing Regulator
and the Financial Conduct Authority. It is also a registered charity with the Office of the Scottish Charity
Regulator {(OSCR).

Recruitments and Appointment of the Management Committee

At the Annual General Meeting in accordance with the rules of the Association, members retire by rotation.
Members can all offer themselves for re-election.

The Management Committee seeks {0 ensure that the needs of its stakeholders are appropriately reflected
through the diversity of the Board and Committee. Te enhance the potential pool of members, the
Association has, through selective networking, sought to identify people who would be willing to become
members and utilise their own skills and experience to assist the Association.

The Management Committee has a broad range of skills and members,
Management Committee Members Induction and Training

Most members of the Management Committee are already familiar with the practical work of the
Association. Where new members are elected, information is supplied regarding the obligation of
Management Committee members, details of the Association's main documents and up to date financial
statements. In addition, a formal training and inducticn programme is provided for any new member of the
- Management Committee. -Committee training is discussed annually. Training needs are then identified to
ensure the competencies of the Commitiee are properly maintained. The Management Committee of
Molendinar Park Housing Association is experienced and its members possess the required level of
competencles to govern its activities.

Organisational Structure

At 31 March 2318 the Management Committee comprised 10 members, with 5 vacancies. The Management
Committee meet ten times per year. Two Sub-committess have recently been introduced as a result of a
revised Governance Structure; these are the Finance and Audit Committee and the Risk and Services
Committee. ‘

A scheme of delegation is in place and the day to day responsibility for the provision of the Association's
projects rests with the Director. The Director is responsible for ensuring that the Association delivers the
services specified and that operational objectives are met.

Statement of Management Committee's Responsibilities

Statute requires the Management Committee 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 Management Committee is required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

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

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




MOLENDINAR PARK HOUSING ASSOCIATION

REPORT OF THE MANAGEMENT COMMITTEE (INCORPORATING THE STRATEGIC REPORT)
FOR THE YEAR ENDED 31 MARCH 2018

Statement of Management Committee’s Responsibilities (continued)

The Management Committee is responsible for keeping proper accounting records which disclose with
reasonable accuragy at any time the financial position of the Association. They are also responsible for
safeguarding the assefs of the Association and hence for taking reasonable steps for the prevention and
detection of fraud and other irregularities.

Internal Financial Control

The Management Committes is responsible for establishing and maintaining the Association's system of
internal control. Internal control systems are dssigned to meet the particular needs of the Association and
the risks to which it is exposed, and by their nature can provide reascnable but not absolute assurance
against material misstatement or loss. The Key procedures which the Management Committee has
established with a view to providing effective internal financial control are cutlined on page 5.

Information for the Auditor

As far as the Committee members are aware there is no relevant audit information of which the auditor is
unaware and the Committee membsrs have taken all the steps they ought to have taken to make
themselves aware of any relevant audit information and to ensure that the auditor is aware of any such
information.

Charitable Donations

During the year, the Association made charitable donations amounting to £nil {2017 - £nif).

Auditor

A resolution to re-appoint Scott—Moncrieff, Chartered Accountants, will be put to the members at thé Annual
General Mesting.

. The Report of the Management Committee (incorporating the Strategic Report) has been approved by the
Management Committee on 21 August 2018, ‘

A Scott
Chairperson




MOLENDINAR PARK HOUSING ASSOCIATION

MANAGEMENT COMMITTEE’S STATEMENT ON INTERNAL FINANCIAL CONTROLS
FOR THE YEAR ENDED 31 MARCH 2018

The Management Committee acknowledge their ultimate responsibility for ensuring that the Association has in
place a system of controls that Is appropriate to the various business environmsnts in which it operates. These
controls are designed to give reaschable assurance with respect to:

o the reliability of financial information used within the Assaociation or for publication;
s the maintenance of proper accounting records; and
e the safeguarding of assets (against unauthorised use or disposition).

It is the Management Committee’s responsibility to establish and maintain systems of intsrnal financial control.
Such systems can only provide reasonable and not absclute assurance against material financial mis-
statement or loss. Key elements Include ensuring that:

« formal policies and procedures are in place, including the documentation of key systems and rules relating
to the delegation of authorities, which allow the monitering of controls and restrict the unauthorised use of
the Association's assets; '

e experienced and suitably qualified stafi take responsibility for important business functions, annual
appraisal procedures will be established to maintain standards of performance;

» forecasts and budgets are prepared regularly which allow the Management Committee and staff to
monitor the key business risks and financial objectives, and progress towards financial plans set for the
year and the medium term. Regular management accounts are prepared promptly, providing relevant,
reliable and up-to-date financial and other information and significant variances from budgets are
investigated as appropriate;

» all significant new initiatives, major commitments and Investment projects are subject to formal
. authorisation procedures, through the Management Committes;

» the Management Committee review reports, from directors, staff and from the external auditor to provide
reasonable assurance that control procedures are in place and are being followed, including a general
review of the major risks facing the Association; and

» formal procedures have been established for instituting appropriate action to correct weaknesses
identified from the above reports.

The Management Committee have reviewed the effectiveness of the system of internal financial control in
existence in the Association for the year ended 31 March 2018 and until the below date. No weaknesses were
found in internal financial controls which resulted in material losses, contingencies, or uncertainties which
require disclosure in the financial statements or in the auditor's report on the financial statements.

The Management Committee’s statement on Internal Financial Controls has been approved by the
Management Committee on 21 August 2018.

A

A Scott
Chairperson




MOLENDINAR PARK HOUSING ASSOCIATION

AUDITOR’S REPORT ON CORPORATE GOVERNANCE MATTERS
FOR THE YEAR ENDED 31 MARCH 2018

In addition to our audit of the Financial Statements, 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 within the publication "Our Regulatory Framework” and associated Regulatory
Advisory Notes which are issued by the Scottish Housing Regulator.

Basis of Opinion

We carried out our review having regard to the requirements on corporate governance matters within
Bulletin 2009/4 issued by the Financial Reporting Council. The Bulletin does not require us to review the
effectiveness of the Association’s procedures for ensuring compliance with the guidance notes, nor to
investigate the appropriateness of the reason given for non-compliance.

Opinion

In our opinion the Statement on Internal Financial Control on page & has provided the disclosures required
by the relevant Regulatory Standards within the publication “Our Regulatory Framework” and associated
Regulatory Advisory Notes issued by the Scottish Housing Regulator in respect of internal financial controls
and is consistent with the information which came to our attenticn as a result of our audit work on the
Financial Statements.

Through enquiry of certain members of the Management Committee and Officers of the Association and
examination of relevant documents, we have satisfied ourselves that the Management Commitiee'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 containaed
within the publication "Our Regulatory Framework" and asscciated Regulatory Advisory Notes issued by the
Scottish Housing Regulator in respect of internal financial controls.

Scott-Moncrieff
Chartered Accountants
Statutory Auditor

25 Bothwell Street
Glasgow

G2 6NL

Dated: 21 August 2018




MOLENDINAR PARK HOUSING ASSOCIATION

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MOLENDINAR HOUSING ASSOCIATION
LIMITED ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018

Opinion

We have audited the financial statements of Molendinar Housing Association Limited {the Assoctation) for the
year ended 31 March 2018 which comprise the Statement of Comprehensive Income, the Statement of
Changes in Capital and Reserves, the Statement of Financial Position, the Statement of Cash Flows and the
hotes to the financial statements, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 ‘The Financial Reporting Standard
applicable in the UK and Republic of Ireland’ {United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:

s give a frue and fair view of the state of the Association's affairs as at 31 March 2018 and of ifs income
and expenditure for the year then ended,;

s have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and ) :

»  have been prepared In accordance with the Co-operative and Community Benefit Societies Act 2014,
Part 6 of the Housing (Scotland) Act 2010 and the Determination of Accounting Requirements 2014
issued by the Scottish Housing Regulator.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
Association in accordance with the ethical requirements that are relevant to our audit of the financial
statements_In the United Kingdom, including the Financial Reporting Council's Ethical Standard, and we
have fulfifled our ethical responsibilities in accordance with these requirements. We helieve that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Conclusions relating to going concern

Woe have ncthing to report in respect of the following matters in which the ISAs (UK) require us to report to
you where;

. the Management Committee’s use of the going concern basis of accounting in the preparation of the
financial statements is not appropriate; or _
» the Management Committee has not disclosed in the financial statements any identified material

uncertainties that may cast significant doubt about the Association’s ability to continue to adopt the
going concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue.




MOLENDINAR PARK HOUSING ASSOCIATION

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MOLENDINAR HOUSING ASSOCIATION
IIMITED ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018

Other information

Tha Management Committee are responsible for the other information. The other information comprises the
information included in the annual report, other than the financial statements and our auditor's report
thereon. Our opinion on the financial statements does not cover the other information and, except to the
extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

[n connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we ars required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If,-based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact.

We have nothing to report in this regard.
Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the CO-Operatlve and Communlty Benefit
Societies Act 2014 require us to report to you fif, in our opinion:

a satisfactory system of control over transactions has not been maintained; or
the Association has not kept proper accounting records; or

the financial statements are not in agresment with the books of account; or

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

Responsibilities of the Manageme'nt Committee

As explained more fully in the Statement of the Management Committee’s Responsibilities set out on pages 3
and 4, the Management Committee is responsible for the preparation of the financial statements and for
being satisfied that they give a true and fair view, and for such internal control as the Management
Committee determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

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




MOLENDINAR PARK HOUSING ASSOCIATION

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MOLENDINAR HOUSING ASSOCIATION
LIMITED ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 MARCH 2018

Auditor’s responsibilities for the audit of the financial statements

We have been appointed as auditor under the Co-operative and Community Benefit Societies Act 2014 and
report in accordance with the-Act and relevant regulations made or having effect thereunder.

Auditor’s responsibilities for the audit of the financial statements (continued)

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

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.

Use of our report

This report is made solely to the Association's members, as a body, in accordance with Section 87 of the Co-
operative and Community Benefit Societies Act 2014.

Our audit work has been undertaken so that we might state to the Association's members, as a body, those
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Association and the
Association’s members, as a body, for our audit work, for this report, or for the opinions we have formed.

Scott-Moncrieff, Statutory Auditor

Eligible to act as an auditor in terms of Section 1212 of the Companies Act 2006
Chartered Accountants

25 Bothwell Street

Glasgow
G2 6NL

Date: 21 August 2018




MOLENDINAR PARK HOUSING ASSOCIATION

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MARCH 2018

Turnover

Operating expanditure

Operating surplus

(Gain on sale of assets

Interest péyable and cther charges
[nterest receivable

Surplus before tax

Taxation

Surplus for year

Other comprehensive income

Total comprehensive income for the year

The results for the year relate wholly to continuing activities.

2018 2017

Notes £ £
4 2,238,004 2,204,980
4 (1,731,806) (1,618,490}
4 506,198 586,490
8 39,341 37,893
9 - (24,593) (52,933)
10 1,108 639
522,054 572,089

522,054 572,089

522054 572,089

The notes on pages 14 to 31 form part of the financial statemeants. .
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MOLENDINAR PARK HOUSING ASSOCIATION

STATEMENT OF CHANGES IN CAPITAL AND RESERVES
AS AT 31 MARCH 2018

Balance at 1 April 2017 :
Surplus from statement of comprehensive income

Balance at 31 March 2018

STATEMENT OF CHANGES [N CAPITAL AND RESERVES
AS AT 31 MARCH 2017

Balance at 1 April 2016
Surplus from statement of comprehensive income

Balance at 31 March 2017

The notes on pages 14 to 31 form part of the financial statements.

Share Revenue Total
Capital Reserve Reserves
£ £ £

16 3,366,597 3,366,613

10 522,054 522,064

26 3,888,651 3,888,677
Share Revenue Total
Capital Reserve Reserves
£ £ £

16 2,794,508 2,794,524

- 572,089 572,089

16 3,366,597 3,366,613

11




MOLENDINAR PARK HOUSING ASSOCIATION

STATEMENT OF FINANCIAL POSITION

AS AT 31 MARCH 2018

Tangible Fixed Assets
Housing properties
Other assets

Current Assets

Debtors

Cash and cash equivalents
Investmenis

Current Liabilities

Creditors due within one year
Net current assets

Creditors due after more than
one year

Deferred Income: Social Housing
Grant more than one year

Net Assets
Capital and Reserves

Called up share capital
Revenue reserves

Notes 2018
£ £
11 . 13,548,628
11 52,730
13,601,358
i3 61,267
14a 841,605
14b 500,729
1,403,601
15 (927,687)
475,914
14,077,272
16 (3,131,193)
17 - (7,057,402)
3,888,677
19 26
3,888,651
3,888,677

2017

£ £

13,620,847

37,245

13,658,092
121,225
1,010,335
1,131,560
(1,022,855)

108,705

13,766,797

(3,144,461)

(7,255,723)
3,366,613

16
3,366,597

3,366,613

These financial statements were approved by the Management Committee and authorised for issue on 21
August 2018 and signed on its behalf by:

A Scott - Chairperson

B Johnston - Committee member —

J Smillie (Secretary)

The notes on pages 14 to 31 form part of the financial statements,

12




MOLENDINAR PARK HOUSING ASSOCIATION

STATEMENT OF CASH FLOWS
FOCR THE YEAR ENDED 31 MARCH 2018

Notes

Net cash generated from operating
activities 20

Cash flow from investing activities
Purchase of tangible fixed assets
Proceeds from sale of tangible fixed
agsets

Housing Association Grant received
Interest received

Cash flow from financing activities
Interest paid

New loan secured

Repayment of borrowings

Issue of share capital

Withdrawal from/(deposit to) current asset
investment '

Net changes in cash and cash
equivalents

Cash and cash equivalents at 1 April

Cash and cash equivalents at 31 March  14a

2018
£ £
493,948
(339,066)
66,707
60,974
1,108
(210,277)
(21,593)
296,760
(226,849)
10
(500,729)
(452,401)
(168,730)
1,010,335
841,605

The notes on pages 14 to 31 form part of the financial statements.

2017

£ £

815,821
(789,087)
56,144
95,944
639

(636,360)
(40,933)
332,492
(164,414)

107,145

286,606

723,729

1,010,335

13




MOLENDINAR PARK HOUSING ASSOCIATION

. NOTES ;TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

1. General Information

The financial statements have been prepared in accordance with FRS 102 ‘The Financial Reporting

Standard applicable in the UK and Republic of Ireland’ {United Kingdom Generally Accepted Accounting

Practice) and comply with the requirements of the Determination of Housing Requirements 2014 as

issued by the Scottish Housing Regulator and the Statement of Resommended Pragctice for Social
- Housing Providers issued in 2014. The principal accounting policies are set out below.

The preparation of these financial statements in compliance with FRS 102 requires ths us.e of certain
accounting estimates. It also requires management to exercise judgement in applying the Association's
accounting policies (see note 3).

The presentation currency is pounds sterling and the financial statements are rounded to the nearest
whole number.

The Association is defined as a public benefit entity and thus the Association complies with all disclosure
requirements relating to public benefit entities. The Association is a registered social landlord in Scotiand
and its registered number is HAL 274. These financial statements represent the results of the Association
only.

The Association’s registered number is SC043725
The address of the Association's registered office is:

3 Graham Square
Glasgow
G311AD

2, Accounting Policies
Basis of accounting

. The financial statements are prepared on the historical cost basis of accounting and in accordance with -
applicable accounting standards. The effect of events relating to the year ended 31 March 2018, which
occurred before the date of approval of the financial statements by the Management Committee have
been included in the statements to the extent required to show a true and falr view of the state of affalrs
as at 31 March 2018 and of the results for the year ended on that date.

~ Going concern

The Management Committee antficipate that a surplus will be generated in the year to 31 March 2018
and the year to 31 March 2019, The Assoclation has a healthy cash and net current asset position and
thus the Management Committee are satisfied that there is sufficient resources in place to continue
operating for the foreseeable future. Thus the Management Committee continue to adopt the going
concern hasis of accounting in preparing the annual financial statements,

Finance

~ The financial statements have been prepared on the basis that the capital expenditure refetred to in note
11 will be grant aided, funded by loans or met out of reserves, or from proceeds of sales.

14




MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2,

Accounting Policies (cont’d)

Turnover

Turnover represents rental and service charge income receivable, fees receivable and revenue grants
receivable from local authorities and other agencies. Also included is any income from first tranche
shared ownership disposals and management fees for the factoring of properties for private owners as
the provision of factoring services is accounted for on an ongoing basis.

Apportionment of management expenses

Direct. employes administration and operating costs have been apportioned fo the Statement of
Comprehenswe Income on the basis of costs of the staff to the extent that they are directly engaged in
each of the operations dealt with in'the financial statements.

The costs of cyclical and major repairs are charged to the Statement of Comprehenelve income in the
year in which they are Incurred.

Interest receivable’

Interest receivable is recognised in the Statement of Comprehenswe Income using the effective interest
rate method. .

Interest payable
Finance costs are charged to the Statement of Comprehensive Income over the term of the debt using
the effective interest method seo that the amount charged is at a constant rate on the carrying amount.

Issue costs are initially recognised as a reduction in the proceeds of the associated capital instrument,

Depreciation

' (i} Housing Properties

Housing properties are stated at cost, less accumulated depreciation. Each housing unit has been
split between its major component parts. Each major component is depreciated on a straight line
basis over its expected economic useful life. The following major components and useful lives have
been'identified by the Association. :

- Land - nof depreciated,

- Sfructure - over 50 years.’

- Windows - over 40 years.

- Kitchen - over 20 years.

- Bathroom - over 30 years.

- Central Heating - over 20 years.

(i) Other fixed assets

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

Office property - 2% per annum
Furniture, fittings & equipment - 20% per annum
Computer equipment - 33% per annum

A full year's depreciation is charged on these assets in the year of purchase, but no charge is made in
the year of disposal.
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MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TC THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2.

Accounting Policies (cont’d)
Housing Properties

Housing properties are stated at cost less accumulated depreciation. The cost of such properiies
includes the following:

(i) costof acquiring land and buildings; 7
(i) development expenditure including applicable overheads; and
(iif) interest charged on the loans raised to finance the scheme.

These costs are either termed "qualifying costs" for-approved Governhment grant schemes and are
considered for mortgage loans by the relevant lending authoriies or they are met out of the
Association's reserves.

All invoices and architects' certificates refating to capital expenditure incurred in the year at gross value
before retentions are included in the financial statements for the year, provided that the dates of issue or
valuations are pricr to the year end. :

Works to existing properties will generally be capitalised under the following circumstances:

(iv) Where a component of the housing property that has been treated 'separately for depreciation
purposes and depreciated over its useful economic life if replaced or restored; or

(v) Where the subseguent expenditure provides an enhancement of the economic benefits of the
tangible fixed assets in excess of the previously assessed standard of performance. Such
enhancement can occur if the improvements result in an increase in rental income, a material
reduction in future maintenance costs or a significant extension of the life of the property.

Works to existing properties which fail to meet the above criteria are charged to the Statement of
Comprehensive Income,

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

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 o the Statement of Comprehensive Income.
Impairment is recognised where the carrying value of an income-generating unit exceeds the higher of
its nat realisable value or its value in use. Value in use represents the net present value of expected
future cash flows from these units. :

[mpairment of assets would be recogniéed in the Statement of Comprehensive Income.

Development administration costs

Development administration costs relating to development activities are capitalised based on an
apportionment of the staff time spent directly cn this activity.

Capitalisation of interest

Interest Incurred on financing a development is capitalised up to the date of practical completion of the
schemse. ] :
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MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2. Accounting Policies (cont'd)
Debtors
Short term debtors are measured at transaction price, less any impairment.

Rental arrears

Rental arrears represents amounts due by tenants for rental of social housing properties at the year end.

Rental arrears are reviewed regularly by management and written down to the amount deemed
recoverable. Any provision deemed necessary is shown alongside gross rental arrears in note 13.

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no more
than three months from the date of acquisition and that are readily convertible to known amounts of cash
with insignificant risk of change in value.

Creditors

Short term creditors are measured at the transaction price. Other financial liabilities, including bank
loans, are measured initially at fair value, net of transaction costs and are measured subsequently at
amortlsed cost using the effective interest method.

Financml Instruments

The Association only enters into basic financial instruments transactions that result in the recognition of
financial assets and liabilities like trade and other accounts receivable and payable, loans from banks
and related parties.

Debt instruments (other than those wholly repayable or receivable within one year), including loans and
other accounts receivable and payable, are initially measured at the present value of the future cash
flows and subsequently at amortised cost using the effective interest method. Debt instruments that are
payable or receivable within one year, typically trade payables or receivables, are measured, initially and
subsequently, at the undiscounted amount of the cash or other consideration, expected to be paid or
received. However if the arrangements of a short-term instrument constitute a financing transaction, like
the payment of a trade debt deferred beyond normal business terms or financed at a rate of interest that
is not a market rate or in case of an out-right short-term loan not at market rate, the financial asset or
liability is measured, initially, at the present value of the future cash flow discounted at a market rate of
interest for a similar debt instrument and subsequently at amortised cost.

Financial assets are derecognised when confractual rights to the cash flows from the assets expire, or
when the Association has transferred substantially all the risks and rewards of ownership.

Financial liabilities are derecognised anly once the liability has been extinguished through discharge,
cancellation or expiry.

Government Capital Grants

Government capital grants, at amounts approved by The Scottish Government or Glasgow City Councll,
are paid directly to the Association as required to meet its liabilities during the development process.
These are treated as deferred capital grants and are released to income over the useful life of the assets
they relate to on completion of the development phase.
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MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

2. Accounting Policies (bont’d)
Government Revenue Grants

Government revenue grants are recognised using the accrual method which means the Association
recognises the grant in income on a systematic basis over the period in which the Assoclation
recognises the related costs for which the grant is intended to compansate.

Non-government capital and revenue grants

Nen-government capital grants and revenue grants are recognised using the performance model, I
there are no performance cenditions aftached the grants are recognised as income when the grants are
received or receivable.

A grant that imposes specific future performance related conditions on the recipient is recognised as
revenue only when the performance related conditions are met.

A grant received before the revenue recognition criteria are satisfied is recognised as a liability.
Loans

Mortgage lcans are advanced by financial institutions under the terms of individual mortgage deeds in
respect of each property or housing scheme. Advances are available only in respect of those
developments which have been given approval for Government Capital Grant by the Scottish
Government or Glasgow City Council.

Pension Costs (Note 23)

The Association participates in The Scottish Housing Associations' Defined Benefits Pension Scheme
(SHAPS) and retirement benefits to employees of the Association are funded by the contributions from all
participating employers and employees in the scheme. Payments are made in accordance with periodic
calculations by consulting actuaries and are hased con pension costs applicable across the various
participating Associations taken as a whols.

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 coniribution rate for all employers is set by reference to the overall financial position of the Scheme
rather than by reference to individual employer experience.

Thus the scheme is accounted for as a defined contribution scheme. However the Association has -
entered into a past service deficit repayment agreement with the Pension Trust code per FRS 102. This
discounted past service dsficit liahility has been recognised in the Statement of Financial Position.

‘Value added tax

The Association de-registered for VAT in the year ended 31 March 2011. A large proportion of the
income, namely rents, was exempt for VAT purposes and therefore gave rise io a partial exemption
calculation. Expenditure is shown inclusive of VAT.

3. Judgement in applying policies and key sources of uncertainty

In preparing the financial statements, management is required to make estimates and assumptions
which affect reported income, expenses, assets, and liabilities. Use of available information and
application of judgement are inherent in the formation of sstimates, together with past experience and
expectations of future events that are bslieved to be reasonable under the circumstances. Actual
results in the future could differ from such estimates.
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MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

3. Judgement in applying policies and key sources of uncertainty (cont’d)

The Management Committee are satisfied that the accounting policies are appropriate and applied
consistently. Key sources of estimation have been applied as follows:

Estimate
Valuation of housing properties

Useful lives of property and equipment

The main compchents of housing properties
and their useful lives

Recoverable amount of rental and other
trade receivables

The obligations under the SHAP pension
scheme

The allocation of costs for shared ownership

Basis of estimation

Housing Properties are held at deemed cost
which is based on existing use valuations at the
date of transition to FRS 102 of 1 April 2014.

The useful lives of property and equipment are
hased on the knowledge of senior management
at the Assoclation, with reference to expected
asset life cycles.

The cost of housing properties is split into
separately identifiable components. These
components were identified by knowledgeable
and experienced staff members and based on
costing models. '

Rental arrears and other frade receivables are
reviewed by appropriately ‘experienced senior
management team members on a case hy case
basis with the balance ocutstanding together with
the payment history of the individual tenant being
taken into account.

This has relied on the actuarial assumptions of a
qualified actuary which have been reviewed and
are considerad reasonable and appropriate.

Management and administration costs are
allocated on the basis of rental income that
shared ownership propetties represent of the
Association's total rental income.
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MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

6.

Employees 2018 2017
£ £

Staff costs during year
Wages and salaries 384,662 380,130
Pension costs _ 43,723 36,937
Social security costs 38,346 36,753
Temporary or agency staff 10,000 9,150
476,731 462,970

The SHAPs past service deficit liability is subject to remeasurement sach financial year.

2018 2017
£ £
Remeasurement — impact of any change in assumptions _ {2,000) 8,000

This is included in management and administration costs.

During the year past service deficit contributions of £54,500 (2077: £48,503) were paid. Of this payment,
£52,817 {2017 £46,937) was a payment in respect of the SHAPS past service deficit liability. The
remaindsr of £1,683 (2077: £1,666) was pension management costs which have been included in the
pensich contributions total included in staff costs above.

The unwinding of the discount has been charged to finance costs in the Statement of Comprehensive
[ncome. This finance cost was £3,000 (2077 £12,000) in the year. .

The average full time equivalent number of persens employed by the Asscciation during the year was:

2018 - 2017
No No
8 11

The Directors are defined as the members of the Management Committee, the Director and any other
person reporting directly to the Director or the Management Committee whose total emoluments exceed
£60,000 per year. No emoluments were paid to any member of the Management Committee.

2018 2017
£ £
Emoluments payable to Chief Executive {excluding pension

contributions) amounted fo: _ 68,187 66,495

The Association's pension contributions for the Chief Executive in the year amounted to £8,462 (20717 -
£8,093).

2018 2017
£ £
Director - £60,000 - £70,000 1 1
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MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

10.

Operating surplus

Operating surplus is stated after charging:

Depreciation
Auditor's remuneration

Gain on disposal of fixed assets

Housing property disposals

Interest payable and similar charges

On bank loans and overdrafts

SHAPS deficit repayment plgn — interest expense
Interest receivable and similar incorﬁe

B.ank interest received

2018
£

368,434
8,450
2018

£
39,342
2018

£

21,593
3,000

24,593

2018
£

1,108

2017

351,426

10,990

2017

37,883

2017

40,933
12,000

52,933

2017

639

24
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MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

12.

13.

14a.

14b.

15.

Housing stock

The number of units in Management at 31 March was as follows:

General Needs Housing
Shared Ownership Housing
Supperted Housing Accommeodation

Debtors

Gross rents in arrears
Less: bad debt provision

Other debtors

Prepayments

Cash and cash equivalents

Current accounts

Investm:ents

Balances held in deposit accounts
Creditors due within one year

Trade creditors

Loans

Accruals and deferred income
Prepaid rent

Other creditors

Deferred Government Capital Grants
SHAPS deficit repayment plan

Other tax and social security

Secured creditors

end.

2018
No

461
84

31

576
2018
£

71,882

(65,653)

6,229

14,268
40,770

61,267

2018
£

841,605

2018
£

500,729

2018
£

120,177
235,622
18,532

- 110,147

137,386
241,466
54,030
10,327

927,687

235,622

2017
No

464
84
31

579
2017
£

73,633
(17,001)

56,632

25,5675
39,018

121,225

2017
£

1,070,335

2017
£

2017
£

4,410
205,910
252,567
138,955
118,952
240,482
52,563
9,016

1,022,855

205,910

. Pension contributions of £12,754 (2017: £10,397) are outstanding and included within accruals at the year
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MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

16. Creditors due after more than one year

Housing Loans
SHAPS deficit repayment plan

Secured creditors

The loans are secured by both a fixed and spacific charge on the Asscciation's properties.

In one vear or less
Between one and two years
Between two and five years
In five years or more

£ .

2018 2017
£
2,968,856 2,928,657
162,337 215,804
3,131,193 3,144,461
2,968,856 2,928,657
2018 2017
£ £
235,622 205,910
235,622 205,910
706,866 617,731
2,026,368 2,105,016
3,204,478 3,134,567

The loans are advanced to finance the development and refurbishment of housing properties and are
repayable by monthly instalments of principal and interest. The loans bear interest at varying rates.

17. Deferred capital grants

Deferred capital grants at 1 April
Received in year ‘
Released {o incoms in year
Grants disposed of in year

Deferred capital grants at 31 March
In one year or less
Between one and two years

- Between two and five years

in five years or more

Total

2018 2017
£ £
7,496,205 7,647,891
60,974 95,944
(241,466) (247,630)
(16,845) -
7,298,868 7,496,205
241,466 240,482
482,932 480,964
482,932 480,964
6,091,538 6,293,795
7,298,868 7,496,205

27




MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

18. Financial instruments

Financial Assets
Cash and cash equivalents

Financial assets measured at amortised cost

Financial Liabilities

Financial liabilities measured at amortised cost

Financial assets measured at amortised cost comprises rental arrears and other debtors.

2018 2017

£ £
1,342,334 1,010,335
20,497 82,207
1,362,831 1,092,542
3,778,863

3,696,940

Finangial liabilities measurad at amortised cost comprises bank loans, other creditors, trade creditors,

accruals and SHAPS deficit repayment plan.

19. Share capital -

Shares of £1 fully paid and issued at beginning of year

Shares issued during year

Shares issued at end of year

2018 2017
£ £

16 16
10 -
26 16

Each member of the Association holds one share of £1 in the Association. These shares carry no rights
to dividend or distributicns on a winding up. When a shareholder ceases to be a member, that person’s
share is cancelled and the amount paid thereon'becomes the property of the Asscciation. Each member

has a right to vote at members’ meetings.

20. Net cash flow from operating activities

Surplus for the year
Adjustments for non-cash items:

Carrying amount of tangible fixed asset disposals

Depreciation of tangible fixed assets
Pension costs less contributions payable
Decrease in trade and other debtors

{Decrease)increase in frade and other creditors
Reclassification of deferred grant to other creditor
Adjustments for investing and financing activities:

Interast payable
interest received

Release of Deferred Government Capital Grants

SHAPS past service deficit payment
Proceeds from sale of fixed assets

Net cash inflow from operating activities

2018
£

522,054

27,366
368,434
1,000
59,058
(127,331)
(18,845)

21,593
(1,108)
(241,466)
(53,000)
(66,707)

493,948

2017
£

572,089

18,251
351,426
20,000
3,085
161,450

40,933
(639)
(247,630)
(47,000)
(56,144)

815,821




MOLENDINAR PARK HOUSING ASSOCIATION

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

21,

22,

23,

Legislative Provisions

The Association is incorporated under the Co-operative and Community Benefit Societies Act 2014 and was
incorporated in Scotland.

Payments to related parties and Key Management Personnel

There are § members of the Committee that were tenants of the Association during the year (2017: 2). The
tenancies of these Committee members are on normal terms and the members cannot use their position {o
their advantage.

The total rent and service charge payable in the year relating to tenant members is £18,469 (2017: £6,655).
The total rent and service atrears relating to tenant members included within debtors at the year end is £29
(2017: £nil).

The total remuneration (including pension contributions and benefits in kind) paid to Key Management who are

listed on the first page of the financial statements was £230,620 (20717: £230,578).

The emoluments of key managsment (excluding pension contributicns and including benefits in kind) for the year
were £212.309 (2017: £210,072). Their pension coniributions {including the past service element) for the year
were £18,311 (2017: £20,506).

Retirement Benefit Obligations
General
Molendinar Park Housing Association participates in the Scottish Housing Pension Scheme (the Scheme).

The Scheme is a mult-employer defined benefit scheme. The Scheme offers six benefit structures to
employers, namealy; :

Final salary with a 1/60th accrual rate;

Career average revalued earnings with a 1/60th accrual rate;

Career average revalued earnings with a 1/70th accrual rate;

Career average revalued earnings with a 1/80th accrual rate;

Career average revalued earnings with a 1/120th accrual rate confracted in; and
Defined Contribution

An employer can elect to operate different benefit structures for their active members (as at the first day of April
in any given year) and their new entrants, The DC option can be introduced by the employer on the first day of
any month after giving a minimum of three menths' prior notice.

Molendinar Park Housing Association has elected to operate the final salary with a 1/60th accrual rate for
existing new enfrants. :

The Trustee commission an actuarial valuation of the 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 futuré

“contributions required, so that the Scheme can meet its pension obligations as they fall due.

The actuarial valuation assesses whether the Scheme’s assets at the valuation date are likely to be sufficient to
pay the pension benefits accrued by members as at the valuation date. Asset values are calculated by reference
to market values. Accrued pension benefits are valued by discounting expacted future benefit payments using a
discouni rate calculated by reference to the expected future investment returns.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2018

23. Retirement Benefit Obligations (cont’d)

During the accounting period Molendinar Park Housing Association paid contributions at the rate of 12.3% of
pensionable salaries. Member contributions were 12.3%. There was an additional annual employer past
service deficit contribution of £53,000 (net of administration costs) made in the year ended 31 March 2018
(2017 - £47,000). '

As at the balance sheet date there were 10 (2017: 8) active members of the Scheme employed by Molendinar
Park Housing Association. The annual pensionable payroll in respect of these members was £370,512 (2017:
£309,991). Molendinar Park Housing Association continues to offer membership of the Scheme to its
employees.

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.

Thus the scheme is accounted for as a defined contribution scheme. However the Association has entered into
a past service deficit repayment agreement with the Pension Trust and per FRS 102, this discounted past
service deficit liability has been recognised in the Statement of Financial Position.

The last formal valuation of the Scheme was performed as at 30 September 2015 by a professionally
qualified actuary using the "projected unit credit” method. The market value of the Scheme's assets at the
valuation date was £616 million. The valuation revealed a shortfall of assets compared to liabilities of £198
million, equivalent to a past service funding level of 76%.

The key valuation assumptions used to determine the assets and liabilities of the Scheme as at 30
September 2015 are detailed below:

Financial Assumptions

The key financial assumptions underlying the valuation as at 30 September 2015 were as follows:

% p.a.

Investment return pre-retirement 5.3
Investment return post-retirement — non-pensioners 3.4
Investment return post-retirement — pensioners 3.4
Rate of salary increases 4.1
Rate of pension increases - pension accrued pre 6 April 2005 2.0

- pension accrued from 6 April 2005 1.7
Rate of price inflation: 2.6

30 September 2017 funding update

The Employer Committee has recently received the 30 September 2017 Actuarial Report, the annual funding
update which shows the Scheme’s ongoing funding position in between each three-yearly valuation.

A summary is shown below:

30 September

Assets

Liabilities

Deficit

Funding

2015 £616m £814m £198m 76%
2016 £810m £1,020m £210m 79%
£852m £981m £129m 87%

The Trustee’s view is that the recovery plan remains appropriate and there is no need to take any action ahead
of the next actuarial valuation due at 30 September 2018.
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23. Retirement Benefit Obligations (continued)

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 fo participate 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 benefits by purchasing
annuity policles from an Insurer, plus an allowance for expenses) with the asssis of the Scheme. If the
liabilities exceed assets thers is a buy-outi debt. '

The leaving employer's share of the buy-out debt is the proportion of the Scheme's liability attributable to
employment with the leaving employer compared to the total amount of the Scheme's liabilities (relating to
employment with all the 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 factars including total Scheme liabilities, Scheme investment 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 amounis of debt can tharefore be volatite over time.

The Association has been notified by the Pensions Trust of the estimated employer debt on withdrawal from
the Scheme based on the financial position of the Scheme as at 30 September 2017. As of this date the
estimated employer debt for the Association was £1,739,996 (2017: £2,201,392).

Past service deficit repayment liability ' 2018 2017
£ £

Provision af start of period 268,367 301,229.
Unwinding of the discount factor (lnterest expense) 3,000 12,000
Deficit contribution paid (53,000) (47,600)
Re-measurements — impact of any changes in assumphons {2,000) (8,000)
Other movement , . 10,138
Provision at end of period | 216,367 268,367

Liability split as: ,

<1 year 54,030 52,663
1-2 years . 54,823 53,672
2-5 years 107,514 162,232
216,367 268,367

Impact on Statement of Comprehensive Income 2018 2017
. £ £

Interést expense ' 3,000 12,000
Re-measurements — impact of any change in assumptions {2,000) {8,000)
1,000 4,000

Assumptions : 2018 2017
Rate of discount 1.51% 1.06%

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