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PARTICK HHOUSING ASSOCIATION LIMITED
REPORT OF COMMITTEE OF MANAGEMENT

31 MARCH 2010

The Committee of Management present their report and audited financial statements for the year ended 31
March 2010.

Principal activity
The principal activity of the Association is the provision of rented accommodation.

Our Strategic Aims
We believe that the Association’s Community base can make a difference. We believe in people’s potential

to improve their circumstances in parinership with us. Together we will ensure that Partick becomes a
sustainable vibrant city neighbourhood. We will ensure that all who can and should contribute to this
vision do so. Our overarching aim is achieving sustainability through physical, economic and social
regeneration in Partick and other neighbourhoods.

Qur priorities/objeciives are:

1. Building a balanced and sustainable community
- Increase the overall supply of Housing for Social Rent and Low Cost Home Ownership
- Improve the housing mix
- Meet the demand for adaptations
- Improve respect for Good Neighbour Charter
- Support to sustain tenancies
2. Improving housing standards in existing hotnes
- Comply with Scottish Housing Quality Standard
- Quality re-let standard in competitive environment
- Eradicate *hot spots’
3. Create an attraclive sustainable environment
- Improve poor quality public realm
- Improve quality of backcourts
- Deliver clean closes, streets and backcourts
4. Supporiing economic regeneration
- Increase number of workspaces/offices
- Support new businesses
- Maximise use of commercial assets
5. Supporting social re-generation
- Improve the level of community engagement
- Build the capacity of the community through supporting initiatives
6. Strategic partnerships
- Sustain development through mixed housing funding
- Increase partnerships with developers, Glasgow City Council, Health Board, Glasgow
Housing Association, other housing associations and voluntary organisations
- Sustain and enhance the strategic partnership with any maintenance partners and other
providers
- Use local stakeholders as change catalysts
7. Business growth through an increase of
- Propeities in management
- Properties in ownership
- Expanding beyond core services
- Commercial property portfolio



PARTICK HOUSING ASSOCIATION LIMITED
REPORT OF COMMITTEE OF MANAGEMENT
31 MARCH 2010

Financial Review

Accounting Policies
The Association’s accounting policies are the UK Generally Accepted Accounting Principals and no

change has been implemented from the principals and policies used in the previous year. The major
accounting policies in terms of impact on the financial statements are the treatment of capital grants,
capitalised interest, the capitalisation of development staff costs within housing properties and the
calculation of housing property depreciation. No changes have been made to the accounting policies
relating to designated reserves, but a review during the year recommended a general reserve equivalent to

six month’s operating costs.

Treasury Policy
The treasury function manages the Association’s financial resources to ensure it can meet its financial

obligations as they fall due.

During the year cash flow was positive (more cash generaied than spent) by £699,680. This was the effect
of social housing grant received of £2,263,433 and a decrease in debtors of £1,701,807 offset by a decrease
in creditors of £499,081, an increase in the investment in stock of £955,251, development construction

spend of £2,120,412 and loan repayments of £449,134.

Net debt was reduced in the year by £1,148,814 (o £5,439,359 due to the increase in cash of £699,680 and
loan repayments of £449,134. As a result of low interest rates during the year, interest paid reduced by
£263,851 to £184,582 and interest received reduced by £271,258 to £105,232.

The Association continues to apply its Treasury Management policy to maximise the resources available to
it and is confident that it will continue to be able to access loan facilities when required albeit at much
higher cost than the recent past.

Turnover
Gross income from rent and service charges increased in the year by 6.4% and voids reduced by 50.1% to

£23,233 (i.e. 0.5% of gross income).

Operating Costs
Operating costs increased in the year by 1.6% with bad debts written off from other activities accounting

for this.

Interest Covenants
Including the gain on sale of housing accommodation the Association’s interest cover was 398% (2009 -

110%).

Balance Sheet
The net worth of the Association increased in the year by £549,367 to £6,798,658 represented by

designated reserves of £3,955,956, revenue reserves of £2,842,458 (over 6 months of operaling costs in
line with policy) and issued share capital of £244.



PARTICK HOUSING ASSOCIATION LIMITED
REPORT OF COMMITTEE OF MANAGEMENT
31 MARCH 2010

Surplus for the year and transfers

The results for the year are shown in the Income and Expenditure Account on page 13. The surplus for the
year of £549,359 (2009 - £47,004) has been dealt with as follows:

£ £
Surplus for the year 549,359
Transfers from/(to) designated reserves:
Cyclical maintenance reserve 21,252
Major repairs sinking fund (183.,668)
(162.,416)
Transfer (o revenue reserve 386,943

Members of Committee of Management

The Members of the Committec of the Association during the year to 31 March 2010 were as follows:

Neil Phillips (Chairperson)

Alistair Firth (Vice Chairperson)

David Quick

Carol Ballingall

Margaret Burke

Kenneth MacDonald

Catherine Dowling

Cheryl Osborne

Ruth Adam {resigned June 2009)

William Thomson (resigned November 2009)
Mark Skippen (resigned December 2009)
Collette Marshall (resigned January 2010)
Norah McArthur (resigned January 2010)
Margaret Halliday (resigned May 2010)
Annette Bonar (appointed September 2009)
John Gilbertson (appointed September 2009)
Philip Wong (Secretary) (Co-optee) (appointed January 2010)

Each member of the Management Committee holds 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 delegated by the Management Committee.
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PARTICK HOUSING ASSOCIATION LIMITED
REPORT OF COMMITTEE OF MANAGEMENT

31 MARCH 2010
Operational Review

Corporate Governance
The Association is the charitable parent of the group and has a clear and separate identity.

The members of the group are:

Activity
Partick Housing Association Ltd Provision of rented accommodation
Partick Works Ltd Rental of commercial properties and development of real estate
Partick Homes Ltd Factoring
Partick DRK 2001 Ltd Development of real estate

Our governing body is our Committee of Management, which is elected by and is responsible to the wider
share membership. Committee of Management members, who serve ina voluntary capacity are responsible
for determining the overall direction of the Association its strategy and policy. The Committee exercises
proper control over our activities and makes decisions in the best interesis of the organisation and its
service users. Standards of service delivery are set and monitored regularly through regular reporting.

We take governance very seriously and review our Governance policies and processes regularly. As part of
that we undertake self assessment of our performance and ensure that we have the right mix of skills and
expertise to meet the responsibilities which we hold. We operate to high ethical standards and conduct our
business in accordance with our Code of Conduct.

The Executive Team is responsible for delivering the strategy sct by the Committee of Management and
undertake the operational activities in line with the policies set.

This report details issues that have arisen during the year relating to the main activities undertaken by
Partick Housing Association.

Corporate Issues
Involvement and participation of our service users is a major part of the Association’s Aims and

Objectives, and we conlinue to review how we involve our service users in our activities through our
customer engagement strategy.

Similarly the Association is committed to involving staff in decision making and policy making. We
recognise that people are our most valuable resource and as an accredited Investor in People we are
committed to engaging stakeholders in the development of our business planning process and ensuring that
people have the skills and knowledge to enable our business objectives to be delivered.

Best use of resources
We regularly conduct risk assessments, and take any action necessary to reduce or limit risk. We have

continued programmes of major investment in our housing stock. This includes both carrying out major
repairs, and also considering whether any of our older schemes should be remodelled to meet the changing
requirements of tenants in the future. We are updating our stock condition information, to ensure that our
long-term financial planning reflects our future investment requirements. We have continued our
programme of best value reviews, to look for efficiencies and economies in the way that we carry out

business processes.

Services
We aim to deliver high quality services, and we set oursclves the goal of achieving continuous

improvement in what we do. In our housing stock, we continued to invest in our major repairs programme,
introduced improved arrangements for gas servicing, and brought new schemes into management.
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PARTICK HOUSING ASSOCIATION LIMITED
REPORT OF COMMITTEE OF MANAGEMENT
31 MARCH 2010

Operational Review

Services (contd)
Our focus on rent arrears management continued, with clearer information to tenants, and a wider range of

ways to pay. We continued to deliver many completed adaptations to existing properties, to meet the
specific needs of our tenants.

Other Areas

Risk Management Policy

The Committee have, with advice from their auditors, a formal risk management process in place to assess
business risks and implement risk management strategies. This involved identifying the types of risks the
Association faces, prioritising them in terms of potential impact and likelihood of occurrence, and
identifying means of mitigating the risks. As part of this process the Committee have reviewed the
adequacy of the Association’s current internal controls.

Accordingly they have set policies on internal controls which cover the following:

« consideration of the type of risks the Association faces;
« the level of risks which they regard as acceptable;

+ the likelihood of the risks concerned materialising;
« the Association’s ability to reduce the incidence and impact on the business of risks that do

materialise; and the costs of operating particular controls relative to the benefit obtained.

« clarified the responsibility of management to implement the Committee’s policies and to identify
and evaluate risks for their consideration.

. communicated that employces have responsibility for internal conirol as part of their
accountability for achieving objectives.

« embedded the conirol system in the Association’s operations so that it becomes part of the
culture of the Association.

« developed systems to respond quickly to evolving risks arising from factors within the
Association to changes in the external environment.

« included procedures for reporting failings immediately to appropriate levels of management and
the Committee together with details of corrective action being undertaken.

Credit Payment Policy
The Association’s policy conceming 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, including day to day repairs and
cyclical maintenance 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 Income and Expenditure account.

In addition, the Association has a long-term programme of major repairs to replace components which have
come to the end of their lives or to update standards as a result of legislative changes. The cost of these
repairs would be charged to the Income and Expenditure account, unless it was agreed they could be
capitalised within the terms outlined in the SORP.

Treasury Management
The Association has an active treasury management function, which operates in accordance with the Treasury

Policy approved by the Committee of Management. In this way the Association manages its 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.
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REPORT OF COMMITTEE OF MANAGEMENT
31 MARCH 2010

Employee Involvement and Health & Safety
The Association encourages employee involvement in all major initiatives and maintaining Health &

Safety standards in all areas.

Quality and Integrity of Personnel
The integrity and competence of personnel are ensured through high recruitment standards and subsequent

training and development. High quality personnel are an essential part of the control environment and the
cthical standards set out in policies are communicated to all by the Chief Executive.

Investment Appraisal
Capital expenditure is regulated by budgetary process and authorisation levels. For expenditure beyond

specified levels, detailed written proposals have to be submitted to the Committee. Reviews are carried out
during the development period, fo monitor expenditure and performance.

Budgetary Process

Each year the Committee of Management approves the annual budget and rolling three-year strategic plan.
Key risk areas are identified. Performance is monitored and relevant action taken throughout the year through
quarterly reporting to the Committee of Management of variances from the budget, updated forecaslts for the
year together with information on the key risk areas. Approval procedures are in place in respect of major
areas of risk such as major contract tenders, expenditure and freasury management.

Rental income
The Association's Rent Policy is a points system based on the size, type and facilities of the

accommodation. The policy ensures that the rent structure is easy to administer and covers the wide
variations within the Association’s properties. The point’s value is reviewed annually to ensure that the
rents cover the required costs. This policy follows the generally accepted practice/principles of the sector.

Disabled employees

The Association is accredited as being Positive about Disability, Applications for employment by disabled
persons are given full and fair consideration for all vacancies in accordance with our Equal Opportunitics
Policy and their particular aptitudes and abilities. In the event of employees becoming disabled, every
effort is made to enable them to remain in employment, including making any alterations or re training in
order that their employment with the Association may continue. It is the policy of the Association that
training, career development and promotion opportunities should be available to all employees.

General Reserves Policy
The Committee members have reviewed the reserves of the Association. This review encompassed the

nature of the income and expenditure streams, the need to match variable income with fixed commitments
and the nature of the reserves. The review concluded that to allow the Association fo be managed
efficiently and to provide a buffer for uninterrupted services, a general reserve equivalent to six month’s
operating cost should be maintained. During the year the charity’s general reserve increased from £2.46m

to £2.84m (see note 17).

The Association has two designated funds. The purpose of these funds is detailed in note 1 in the financial
stafements.
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Home ownership
Properties are disposed of under the appropriate legislation and guidance. All costs, first tranche sales, and

grants relating to the share of property sold are removed from the financial statements at the date of sale.
Any grants received that cannot be repaid from the proceeds of sale are abated and the grants removed

from the financial statements

The Association sold one property under right to buy in the year, thereby allowing a tenant to achieve their
aspiration of becoming a home owner.

Developments
During the year Partick Works Limited continued the development of a £7 million project at Byron Strect

of 44 flais, working in partnership with Whiteinch and Scotstoun Housing Association.

In line with continuing efforts to develop partnership working among the Associations involved in the
West End Local Housing Forum, Partick Works Limited continued to provide development services (o

Glasgow West Housing Association.

Future developments
The Association is committed 1o an ongoing development programme which is undertaken by Partick

Works Limited.

The Association’s next new build development of 87 flats at Ferry Road achieved planning consent and is
due on site during 2010/2011.

The Association is the preferred bidder for a Council owned site at Broomhill Place, which has the
potential to deliver a further 38 units in future.

Auditors
A resolution fo appoint an auditor will be put to the members at the annual general meeling.

On behalf of the Committee of Management
- vy

P Wong : Secretary
Date: 25 August 2010



PARTICK HOUSING ASSOCIATION LIMITED

STATEMENT OF COMMITTEE OF MANAGEMENT RESPONSIBILITIES

Statute requires the Committee of Management to prepare financial statements for each financial year
which give a true and fair view of affairs of the Association and of the surplus or deficit for that period.
In preparing those financial statements, the Committee of Management are required to fulfil the
following obligations:

- select suitable accounting policies and apply them consistently;
- make reasonable and prudent judgements and estimates;

- 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 concemn basis unless it is inappropriate to presume
that the Association will continue in business.

The Committee of Management are 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 Industrial and Provident Societies Act 1965 to
2002, the Housing (Scotland) Act 2001 and the Registered Social Landlords Accounting Requirements
(Scotland) Order 2007. They are also responsible for safeguarding the assets of the Association and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

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

any such information.
The Committee of Management confirm that the financial statements comply with the requirements.
By order of the Committee of Management
P
P Wong : Secretary
Date: 25 August 2010
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COMMITTEE OF MANAGEMENT’S STATEMENT ON INTERNAL
FINANCIAL CONTROL
31 MARCH 2010

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

« The reliability of financial information used within the Association or for publication;
+ The maintenance of proper accounting records; and
o The safeguarding of assets (against unauthorised use or disposition).

It is the Committee 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
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 monitoring of controls and restrict the

unauthorised use of the Association’s assets.
. Experienced and suitably qualificd staff take responsibility for important business functions.

« Forecasts and budgets are prepared regularly which allow the Committee and stafl to monitor the
key business risks and financial objectives and progress towards the 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 variance from budgets are

investigated as appropriate.

+ All significant new initiatives, major commitments and investment projects are subject to formal
authorisation procedures.

« The Committee review reports from management and from both internal and external auditors to
provide reasonable assurance that conirol procedures are in place and are being followed.

« Formal procedures have been established for instituting appropriate action to correct weaknesses
identified from the above repotts.

The Committee of Management have reviewed the system of intemal financial control in the
Association during the year ended 31 March 2010. No weaknesses were found in internal financial
controls which could result in material losses, contingencies, or uncertainties which require disclosure in
the financial statements or in the auditors’ report on the financial statements.

By order of the Commiftee of Management

D

P Wong : Secretary
Date: 25 August 2010
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AUDITORS' REPORT ON CORPORATE GOVERNANCE MATTERS

Corporate Governance {

In addition to our audit of the financial statements, we have reviewed the Committee of Management’s
statement on page 10 concerning the Association’s compliance with the information required by the
section on Internal Financial Control within SFHA’s publication “Raising Standards in Housing”.

Basis of Opinion

We carried out our review having regard to the 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 to investigate the appropriateness of the reasons given for non

compliance.
Opinion

In our opinion the Statement on Internal Financial Control on page 10 has provided the disclosures
required by the section on Internal Financial Control within SFHA’s publication “Raising Standards in
Housing” and is consistent with the information which came to our attentiop as a fesult of our audit

work on the financial statements. ,

Baker Tilly UK Audit LLP
Registered Auditors
Chartered Accountants
Breckenridge House

274 Sauchiehall Street

Date: L, (O] Lo (gazsi(;\;




12
PARTICK HOUSING ASSOCIATION LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
PARTICK HOUSING ASSOCIATION LIMITED

We have audited the financial statements on pages 13 to 36 which have been prepared under the accounting policies sef out on pages
16to 19.

This report is made solely to the Association’s members, as a body, in accordance with section 9 of the Friendly and Industrial and
Provident Socicties Act 1968. Our audit work has been undertaken so that we might state to the Association’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitied by law, we
do not accept 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 opinion we have formed.

Respective responsibilities of Committee of Management and auditors

The Committee of Management's responsibilities for preparing the Annual Report and the financial statements in accordance with
applicable law and United Kingdom Accounting Standards are set out in the Statement of Committee of Management’s

Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and United
Kingdom Auditing Standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in
accordance with the Industrial and Provident Societics Acts 1965 to 2002, the Housing (Scotland) Act 2001 and the Registered
Social Landlords Accounting Requirements (Scotland) Order 2007. We also report to you if, in our opinion, a satisfactory syslem
of internal control over transactions has not been maintained, if the Association has not kept proper accounting records, or if we
have not received all the information and explanations we require for our audit.

We read the Comnittee of Management's Report and consider whether it is consisient with the audited financial statements. We
consider the implications for our report if we become aware of any apparent inisstatements or material inconsistencies with the
financial statements. Our responsibilities do not extend to any other infonmation.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements.
It also includes an assessment of the significant estimates and judgements made by the Committee of Management in the preparation
of the financial statements, and of whether the accounting policies are appropriate 1o the Association's circumstances, consistently

applied and adequately disclosed.

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

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

We agree with the opinion of the Committee of Management of the Association that it would be of no real value to the members of
the Association to consolidate or include the accounts of the Associalion’s subsidiaries, in the group accounts required lo be
prepared under Section 13 of the Friendly and Industrial and Provident Societies Act 1968 for the year ended 31 March 2010,
because the business of the Association and that of its subsidiaries are so different they cannot be treated as a single undertaking,.

Opinion

Practice, of the state of the Association's affairs as at 31 March 2010 and of its surptus for the year thefy ended/ind have beep properly

prepared in accordance with the Industrial and Provident Societies Acts 1965 to 2002, Schedule 7 to tfe sjng (Stv}énd W
and the Registered Social Landlords Accounting Requirements (Seotland) Order 2007. ¢ L

Baker Tilly UK Audit LLP

Registered Auditors

Chartered Accountants

Date: L C)1 A O ' Breckenridge House

b 274 Sauchichall Street

Glasgow
G2 3EH

In our opinion the financial statements give a true and fair view, in accordance with United Kingdom encrally, Aceepted Accounting



PARTICK HOUSING ASSOCIATION LIMITED

INCOME & EXPENDITURE ACCOUNT

YEAR ENDED 31 MARCH 2010

Notes
Turnover 2
Operating Costs 2
Operating Surplus 6
Gain on sate of housing accommodation
Interest Receivable and other income
Interest Payable 7
TOTAL SURPLUS FOR THE YEAR
BEFORE TAXATION
Taxation on surplus on ordinary aciivilies 3

SURPLUS FOR THE YEAR

The results for 2009 and 2010 relate wholly to continuing activilies.

13

2010 2009
£ £
4,765,327 4,333,182
4,305,934 4,237,928
459,393 95,264
169,316 23,693
105,232 376,490
(184,582) (448,433)
549,359 47,004
549,359 47,004

The Association has no recognised gains or losses other than those dealt with in the income and

expenditure account.



PARTICK HOUSING ASSOCIATION LIMITED

BALANCE SHEET AS AT 31 MARCH 2010

Tangible fixed assets

Housing properlies less depreciation
Less: Social Housing & other grants

Homestake Loan
Homestake Grant

Other

Investments

Current Assels

Stock

Deblors

Cash at bank and in hand

Current liabilities
Creditors due within one year

Net Current Assets

Tolal assets less current liabilities

Creditors: amounts falling due after one year

Nel assets

Capital and Reserves
Called up Share Capital

Designated Reserves
Revaluation Reserve
Revenue reserves

14

Notes 2010 2009
£ £
9(a) 88,026,121 86,149,194
{80,986,002) (81,316,500)
7,040,119 4,832,694
427,826 427,826
(427,826) (427,826)
9(b) 329,079 340,315
7,369,198 5,173,009
9(c) 4 4
7,369,202 5,173,013
10 1,459,563 504,312
11 4,386,014 8,635,982
2,593,597 1,893,917
8,439,174 11,034,211
12 (1,387.,060) (1,864,552)
7,052,114 9,169,659
14,421,316 14,342,672
13 (7.622,658)  (8.093,381)
6,798,658 6,249,291
14 244 268
15 3,955,956 3,793,540
16 - -
17 2,842 458 2,455,493
6,798,658 6,249,291

These financial statements were approved and authorised for issue by the Committee of
Management on 25 August 2010 and signed on their behalf;

N Phillips

A Firth ,’L

Committee member
Commiltee member

Secretary

beokt ~

Pwons LT Weing



PARTICK HOUSING ASSOCIATION LIMITED

STATEMENT OF CASH FLOW

FOR THE YEAR TO 31 MARCH 2010

NET CASH INFLOW/(OUTFLOW)
FROM OPERATING ACTIVITIES

RETURNS ON INVESTMENTS AND
SERVICING OF FINANCE

Interest received

Interest paid

NET CASH INFLOW/(OUTFLOW) FROM RETURNS

ON INVESTMENT AND SERVICING
OF FINANCE

TAXATION
Tax paid
Grant received

CAPITAL EXPENDITURE

Cash paid for development,construction

and purchasing of housing

Cash paid for purchase of other fixed assets
Social housing grant received

Proceeds on disposal of housing properties

NET CASH INFLOW/OUTFLOW)
BEFORE USE OF LIQUID
RESOURCES AND FINANCING

FINANCING
Loan finance received
Loans repaid
Shares issued

INCREASEADECREASE) IN CASH

Notes

18

19

15

2010 2009
£ £
081,296  (2,630,492)
105,232 376,490
(184,582)  (448,433)
(79,350) (71,943)
901,046  (2,702,435)
(2,120,412)  (4,878,874)
(68,457) (21,615)
2,263,433 4,911,811
172,296 25,751
246,860 37,073
1,148,806  (2,665,362)
- 1,000,000
(449,134) (351,400)
8 19
(449,126) 648,610
699,680  (2,016,752)
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PARTICK HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

AS AT 31 MARCH 2010

Accounting Policies

(a)

(b)

@

(e)

0

Introduction and accounting basis

The principal accounting policies of the Association are set out in the paragraphs (b) to
(s) below. The Association is incorporated under the Industrial and Provident Societies
Act 1965 and is registered with The Financial Services Authority. The accounts have
been prepared under the historical cost convention, and in compliance with The
Registered Social Landlords Accounting Requirements (Scotland) Order 2007 and The
Statement of Recommended Practice, Accounting by Registered Social Landlords 2008
and applicable Accounting Standards.

Finance

The financial statements have been prepared on the basis that the capital expenditure
referred to in note 9 will be grant aided, funded by loans or met out of reserves, or from

proceeds of sales.

Turnover

Turnover represents rental and service charge income receivable, fees receivable and
revenue grants receivable from The Scottish Government, Local Authorities and other
agencies, together with the proceeds of Homestake sales.

Mortgages

Morigage loans are advanced by private lenders under the terms of the 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 Housing
Association Grant by Glasgow City Council.

Housing Association Grants

Housing Association Grants (HAG) are made by Glasgow City Council and are utilised
to reduce the amount of mortgage loan in respect of an approved scheme to the amount
which it is estimated can be serviced by the net annual income of the scheme. The
amount of HAG is calculated on the qualifying cost (note 1{(g)) of the scheme in
accordance with instructions issued from time to time by The Scoftish Government.
HAG and other grants are repayable under certain circumstances. These include the
disposal of the properties to which the grants relate.

Housing Association Grant - Acquisition and Development Allowances receivable

Acquisition and Development Allowances are determined by The Scottish Government
and are advanced as grants by Glasgow City Council. They are intended to finance
certain internal administrative costs relating to the acquisition and development of
housing land and buildings for approved schemes. Development Allowances become
available in instalments according to the progress of work on the scheme. These
Allowances are credited to development costs when they are receivable.
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PARTICK HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS

AS AT 31 MARCH 2010

Fixed assets - Housing land and buildings (note 9 (a))

Properties included in housing properties are stated at cost. The cost of such properties
includes the following:

(i) cost of acquiring land and buildings
(ii) development expenditure including applicable overheads
(iiiy  interest charged on the loans raised to finance the scheme

These costs are either termed "qualifying costs" by The Scottish Government for
approved HAG schemes and are considered for mortgage loans by the relevant lending
authorities or they arc met out of the Association's reserves.

All invoices and architects' certificates relating 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 prior to the year end.

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

If expenditure does not qualify for HAG, it is nevertheless capitalised.

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.

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

Depreciation
(i) Housing Properties
Housing Properties are stated at cost, less social housing and other public

grants and less accumulated depreciation. Depreciation is charged on a
straight line basis over the remaining expected economic useful lives of the

propetties.

No depreciation is charged on the cost of land.
(ii)  Other fixed assets

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

follows:
Office Premises - 2%
Office Furniture & Equipment - 25%

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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PARTICK HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS

AS AT 31 MARCH 2010

Depreciation (continued)
Office premiscs at 30 Sandy Road are stated at valuation less accumulated depreciation.

An amount equal to the excess of the annual depreciation charge on revalued assets over
the notional historical cost depreciation charge on these assets is transferred annually
from the Revaluation Reserve to the Revenue Reserve.

Sale of housing properties
Properties are disposed of under the appropriate legislation and guidance. All costs and grants
relating to the share of property sold are removed from the financial statemenis at the date of

sale.

Reserves
Designated reserve - Planned maintenance reserve (notc 15)

Accrued cyclical maintenance, being the Association's commitment to maintain its properties in
accordance with planned programme of works, is set aside in a designated reserve, to the extent
that it will not be met from revenue in the year in which it is incurred.

Designated reserve - Major repairs reserve (note 15)

Accrued major repair expenditure, being the Association’s commitrent to undertake major
repairs to its properties, is set aside in a designated reserve to the extent that it is not met from

HAG.

Apportionment of management expenses
Direct employee administration and operating costs have been apportioned to the income and
expenditure account on the basis of costs of the staff to the extent that they are directly engaged

in each of the operations dealt with in those accounts.

Lease obligations
Rentals paid under operating leases are charged to the income and expenditure account on the

accruals basis.

Pensions
The Association participates in the centralised SFHA Defined Benefit Pension Scheme and

retirement benefits to employees of the Association arc funded by contributions from all
participating employers and employees in the Scheme. Payments are made in accordance with
periodic calculations by consulting actuaries and are based on pension costs applicable across
the various participating Associations taken as a whole.

The expected cost to the Association of pensions is charged to the Income and Expenditure
Account so as to spread the cost of pensions over the service lives of the employees in the

scheme taken as a whole.
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PARTICK HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS

AS AT 31 MARCH 2010

Value Added Tax
The Association is VAT registered. However, a large proportion of the income, namely rents, is
exempt for VAT purposes, and therefore gives rise to a partial exemption calculation. Expenditure as

a result is shown inclusive of VAT,

Consolidation
The Association and its subsidiary undertakings comprise a group. The Financial Services Authority
has granted exemption from preparing group accounts. The accounts therefore represent the results

of the Association and not of the group.

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

property. Such enhancement can oceur if the improvements result in:-
= an increase in rental income or
s a material reduction in future maintenance costs or
= asignificant extension of the life of the property.
Works to existing properties, which fail to meet the above criteria, are charged to the income and

expenditure account.

Impairment of fixed assets

Reviews for impairment of housing properties arc carried out on an annual basis and any
impairment in an income-generating unit is recognised by a charge to the income and expenditure
account. Impairment is recognised where the carrying value of an income-generating unit exceeds
the higher of iis net realisable value or its value in use. Value in use represents the net present value
of expected future cash flows from these units.

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

Stock
Stock of Homestake units is stated at cost, less grants.

Homestake is a shared equity scheme aimed at helping people on low incomes who wish to be
homeowners but whose financial resources are insufficient to meet their needs because of local
housing market prices. Homestake grant helps the Association to develop or purchase properties for
shared equity purchasers who cannot afford to pay the full price of a property. A shared equity
purchaser thercfore takes an equity stake in a propeity, with the Association holding the remaining

equily stake in that property.

Homestake sales
Homestake transactions are grants received from The Scottish Government and passed onto an

eligible beneficiary. The Scottish Government has a benefit of a fixed charge on the property. This
entitles The Scottish Government to a share of the proceeds on the sale of the property by the
beneficiary. These are classified as investments and are carried at historical cost with the linked
finance cost {the grant received) being deducted from the gross amount of the Homestake asset.
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PARTICK HOUSING ASSQCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTD.)

YEAR ENDED 31 MARCH 2010

JE s e e —

4 Employees

The average weekly number of persens employed during the year was
The average full ime equivalent number of persons employed during the year was

Comprising:
Statf employed by Parlick Housing Association:
The average weekly number of persons employed during the year was

The average full ime equivalent number of persons employed during the year was

Staff not direclly employed by Partick Housing Assaclation:
The average weekly number of persons employed during the year was

The average full time equivalent number of persons employed during lhe year was

Slaff Costs:

Wages & Salaries
National insurance Conlributions
Pension Contributions

Agency employment costs

Comprising:

Staff employed by Partick Housing Association:
Wages & Salaries

National tnsurance Contributions

Pension Contributions

Staff not directly employed by Parlick Housing Assoclation:
Wages & Salaries

Nationat Insurance Contributions

Pension Conlribulions

§ Directors’ Emoluments

The Management Commillee are all classed as Directors of lhe Association. All perform their duties on a

23

2010 2009
Number Number

29 A

26 29

10 14

10 14

19 17

16 16
2010 2009

£ £
825,953 920,452

64,232 72,378
106,973 121,590
997,159 1,114,420

24,851 21,454
343,417 435,991

28,541 36,041

44,485 59,464
416,443 531,496
482,536 484,461

35,692 36,337

62,488 62,126
580,716 582,924

voluntary basis and have no emolumenis from the Assoclation. In addition the Chief Executive and any olher

parson who reporls directly lo the Chief Executive or the Management Commiltee whose total emoluments

exceed £60,000 per year is also similarly classed.

Total Emoluments (including pension contributions and benefits in kind}

Emoluments of highest paid Director {excluding pension contributions)

2010 2009
£ £
137,440 72,847
64,458 63,147

The Chief Execulive Is an ordinary member of the Association’s pension scheme described below. No enhanced

or speclal terms apply to membership and she has no other pension arrangements lo which the Asso

ciation

contribute. The Association's contributions for the Chlef Executive In the year amounted to £9,869 {2009 - £9,700).

The number of Directors, including the highest paid Director, who received emoluments (excluding pension

conlribulions) in the following ranges were as follows:

£50,001 - £60,000
£60,001 - £70,000

No. of

directors

1
1

No. of

directors

1




PARTICK HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONTD.)

YEAR ENDED 31 MARCH 2010

6 Operating surplus 2010
£
Operating surplus is stated after charging:-
Depreciation 274,428
Auditors Remuneration - Audit Services 12,800
Other Services 3,304
7 Interest Payable 2010
£
On Bank Loans and Overdraft 125,916
On other loans - The Scottish Government 58,666
184,582

Less: Interest Capitalised -

184,582

8 Taxation

The Association received charitable status on 29 October 2002. There are

no corporation tax charges on its exempt activities.

24

2009
£

258,224
11,805

2,152

2009
£

387,650
60,783

448,433

448,433
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PARTICK HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 MARCH 2010

9(b) Tanglble Fixed Assets

Office
Office Furniture &
Premlses Equipment Total
£ £ £
Cost/Valualion
At 01.04.09 327,335 721,726 1,049,061
Additions - 68,457 68,457
Disposals - - -
At 31.03.10 327,335 790,183 1,117,518
Depreciation
At 01.04.09 70,833 637,913 708,746
Charge for year 6,547 73,146 79,693
Disposals - - -
Al 31.03.10 77,380 711,059 788,439
Net Book Value
At 31.03.10 249,955 79,124 329,079
At 31.03.09 256,502 83.813 340,315
2010 2009
- 9{c} Investments £ £
Unlisted security 4 4

There are two subsidiaries, Partick Works Ltd and Partick Homes Ltd, in which the Association has all of the
issued share capital of £1 in each company and a subsidiary, Partick DRK 2001 Ltd, in which the Associalion
holds all of the issued share capital of £2. All three companies are limited companies registered in Scolland.

Capital and Profit/{loss)
Reserves Turnover for year  Activity
£ £ £
Partick Works Lid {513,179) 432,117 {60,125) Rental of commercial

properties and development
of real estate

Partick Homes Ltd 16,553 634,043 7.340 Facloring

Partick DRK 2001 Lid (504,651} " 1,396,309 160,683 Development of
real estale
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PARTICK HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTD.}

YEAR_ENDED 31 MARCH 2010

S = e _—

Stock 2010 2009
£ £
Byron Street - new build development cosls 3,847,894 1,112,685
Less: Grantreceived (2,388,331) (608.373)
1,459,563 504,312

£318,251 of stock at 31 March 2010 will be sold to Whitelnch & Scolsloun Housing Assodclalion.

Debtors receivable within one year 2010 2009
£ £

Gross arrears of rent and service charges 243,686 269,676
Less: Bad debl provision {51,812) (56,473)
Net arrears of renl and service charges 191,874 213,203
Davelopment funding receivable - 2,548,161
Olher deblors 3,993,991 5,747,429
Prepayments and accrued income 200,149 127,189

4,386,014 8,635,982

included within other debtors are balances due from the Assoclation's subsidiaries as follows:

Partick DRK 2001 Ltd 53,366 2,379,410
Parlick Works Ltd 3,932,014 3,213,928

3,985,380 5,693,338
The balances from Parlick DRK 2001 Ltd and Partick Works Lid are receivable after one year.
Creditors dug within one ysar 2010 2009

£ £

Housing loans 410,298 388,709
Taxation and social security costs - 12,113
Rent in advance 194,581 195,832
Partick Homes Ltd 436,141 819,226
Accruals and deferred income 245,934 141,229
The Scotlish Government - 170,115
Other crediiors 100,106 137.321

1,387,060 1,864,652
Creditors due after one year

Standard Secuiities are held by various banks in respect of tenm loans. Loans from The
Scollish Government are secured by specified charges on the Association's properties.

The ioans are repayable at rates of interest of (1.838% - 15.875% (2009: 1.25% - 15.875%)
in instalments due as follows:

2010 2009
£ £
- between one and two years 5,434,395 5,411,899
- between two and five years 1,364,652 1,385,135
- in five years or more 823,611 1,296,347

7,622,658 8,093,281
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YEAR ENDED 31 MARCH 2010
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14 Share Capital

15

16

17

Shares of £1 each fully paid and issued
Allotled. issued & fully paid at 01/04/09

Shares issued during year
Shares forfeited during year

As at 310310

28

Each member of the Association holds one share of £1 In the Associalion. These shares
carry no rights to dividends or distributions on a winding up. Each member has a right lo

vote at members' meetings.

Under the Assoclalions's rules, share capital is non refundable if a person ceases to be

a member.

AL 31 March 2010, shares Issued were split as lollows:

Active members
Ceased members

Deslgnated Reserves

Balance at 01/04/09
Transferred in year from surplus
Olher transfers in year

Balance at 31/03/10

Revaluation Reserve

Revalualion reserves at 01/04/09
Release to revenue reserve

Revaluation reserves al 31/03/10

Revenue Reserve

Revenue reserves at 01/04/09
Surplus for year

Transler to designaled reserves
Transler from revaluation reserve
Shares forfeited in year

Revenue feserves at 3t/0310

18 Reconciliation of operating surplus to net cash

Inflow/{outflow)From Operating Activities

Operating surplus for the year

Depreciation

(Increase) in stock
Decreasef{increase) in debtors
{Decrease) in creditors

NET CASH INFLOWKOUTFLOW) F

OPERATING ACTIVITIES

2010 2009
£ £
258 281
8 19
(22} {42)
244 258
2010 2009
No. No.
244 258
244 258
Planned Major
Malntenance Repalrs
Reserve Reserve Total
£ £ £
658,307 3,135,233 3,793,540
{21,252) 183,668 162,416
637,055 3,318,901 3,955,956
2010 2009
£ £
- 12,800
- {12,800)
2010 2009
£ £
2,455,492 2,567,003
549,359 47,004
(162,416) {171.446)
- 12,800
22 42
2,842,458 2,455,493
2010 2009
£ £
459,393 95,254
274,428 258,224
(955,251) (504,212)
1,701,807 (2,423,577)
(499,081) (56,081)
981,296 (2,630,492)
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19 Reconciliation of Net cashflow to Movement in Net Dabt

29

2010 2009
£ £
Increasel{decrease) in cash in year 699,680 {2,016,752)
Cash inflow from financing - (1,000,000}
Cash outflow to fiquid resources 449,134 351,409
Change in net debt 1,148,814 {2,665,343)
Net Debt at 1 April 2009 {6,6588,173} (3,922,830)
Net Debt at 31 March 2010 (5,439,359} (6,588,173)
20 Analysls of changes In Net Debt
As at Cash Other As al
01/04/2009 Flows Changes 3110312010
Debt due within 1 year (388,709) 449,134 {470,723) {410,298}
Debt due after 1 year {8,093,381) - 470,723 {7.,622,658)
Cash at bank and in hand 1,893,917 699,680 - 2,593,597
{6,588,173) 1,148,814 - {5.439,359)
21 Housling Stock 2010 2009
No. No.
The number of unils of accommodation owned and
managed by the Associalion at the year end was
General Needs Housing 1,681 1,663
Supported Housling - -
Shared Ownership 3 32
1,712 1,695
No units owned by the Association are managed on
behalf of the Association by another body.
22 Capital Commitments 2010 2009
£ £
Expenditure contracted less certified 1,374,514 3,981,160
The proposed financing of capital commitments was
2010 2009
£ £
HAG funded 250,440 917,470
Other grant - 219,769
Private finance - 1,270,731
Sales receipls 1,124,074 1,673,200
1,374,614 3,981,160
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PARTICK HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONT.)
YEAR ENDED 31 MARCH 2010

23 Pension Obligations

Partick Housing Association Limited participates in the SFHA Pension Scheme (‘the
Scheme’). The Scheme is funded and is contracted-out of the State Pension scheme.

It is not possible in the normal coutse of events to identify the share of underlying assets and
liabilities belonging to an individual participating employer 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 FRS17 represents the employer contribution payable.

The Trustee commissions an aciuarial 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 future contributions required, so that the Scheme can meet its pension
obligations as they fall due.

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

The Scheme Actuary has prepared an Actuarial Report that provides an approximate update
on the funding position of the Scheme as at 30 September 2008. Such a report is required by
legislation for years in which a full actvarial valuation is not carried out. The funding update
revealed a decrease in the assets of the Scheme to £265 million and indicated an increase in
the shortfall of asscts compared to liabilities to approximately £149 million, cquivalent to a
past service funding level of 63.9%.

The cumrent triennial formal valuation of the Scheme, as at 30 September 2009, is being
undertaken by a professionally qualified Actuary. The results of the valuation will be available

in Autumn 2010.

Following a change in legislation in September 2005 there is a potential debt on the employer
that could be levied by the Trustee of the Scheme. The debt is due in the event of the employer
ceasing to 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 buy-out basis, i.¢. the cost of securing benefits by purchasing annuity policies
from an insurer, plus an allowance for expenses) with the assets of the Scheme. If the liabilities
exceed assets there is a buy-out debt.
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23 Pension Obligations (contd)

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 currently participating employers).
The leaving employer’s debt therefore includes a share of any ‘orphan’ liabilities in respect of
previously participating employers. The amount of the debt therefore depends on many factors
including total Scheme liabilities, Scheme investment performance, the liabilities in respect of
current and former employess of the employer, financial conditions at the time of the cessation
event and the insurance buy-out market. The amounts of debt can therefore be volatile over

time.

Partick Housing Association Limited has been notificd by The Pensions Trust of the estimated
employer debt on withdrawa!l from the SFHA Pension Scheme based on the financial position
of the Scheme as at 30 September 2009. As of this date the estimated employer debt for Partick
Housing Association Limited was £7,110,446.

The SFHA Pension Scheme is a multi-employer defined benefit scheme. The Scheme offers
three benefit structures to employers, namely:

Final salary with a 1/60™ accrual rate.
Career average revalued earnings with a 1/60™ accrual rate.
Career average revalued earnings with a 1/70™ accrual rate.

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

Partick Housing Association Limited has elected to continue to operate the final salary with a
1/60™ accrual rate benefit structure for active members as at 1 April 2009 and the same

benefit structure for any new entrants.

During the accounting period Partick Housing Association Limited paid contributions at the
rate of 15.4% of pensionable salaries. Member contributions were 7.7%.

As at the balance sheet date therc were eleven active members of the Scheme employed by
Partick Housing Association Limited. Partick Housing Association Limited continues to offer
membership of the Scheme to its employees.
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23 Pension Obligations (contd)

The key valuation assumptions used to determine the assets and liabilities of the SFHA Pension
Scheme are:

2006 Valuation Assumptions % p.a.
Investment return pre retirement 7.2
Investment refurn post retirement 4.9
Rate of salary increases 4.6
Rate of pension increases
- Pension accrued pre 6 April 2005 2.6
- Pension accrued post 6 April 2005 2.2

(for leavers before 1 October 1993 pension increases are 5.0%)
Rate of price inflation 2.6
Mortality Tables
Non-pensioners PA92C2025 short
Pensioners PA92C2013 short
Contribution Rates for Future Service Y%
Final salary 1/60ths 17.8
Career average revalued earnings 1/60ths 14.6
Career average revalued earnings 1/70ths 12.6
Additional rate for deficit contributions 53

PENSION OBLIGATIONS - GROWTH PLAN

Partick Housing Association Limited participates in The Pension Trust’s Growth Plan. The
Plan is funded and is not contracted-out of the state scheme. The Growth Plan is a multi-

employer pension Plan.

Contributions paid into the Growth Plan up to and including September 2001 were converted
to defined amounts of pension payable from Normal Retirement Date. From October 2001
contributions were invested in personal funds which have a capital guarantee and which are
converted to pension on retirement, either within the Growth Plan or by the purchase of an

annuity.

The rules of the Growth Plan allow for the declaration of bonuses and/or investment credits if
this is within the financial capacity of the Plan assessed on a prudent basis. Bonuses/
investment credits are not guaranteed and are declared at the discretion of the Plan’s Trustee.
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The Trustee commissions an actuarial valuation of the Growth Plan cvery three years. The
purpose of the actuarial valuation is to determine the funding position of the Plan by
comparing the assets with the past service liabilities as at the valuation date. Asset values are
calculated by reference to market levels. Accrued past service liabilities are valued by
discounting expected future benefit payments using a discount rate calculated by reference to
the expected future investment retumns.

The rules of the Growth Plan give the Trustee the power to require employers to pay
additional contributions in order to ensure that the statutory funding objective under the
Pensions Act 2004 is met. The statutory funding objective is that a pension scheme should
have sufficient assets to meet its past service liabilities, know as Technical Provisions.

If the actuarial valuation reveals a deficit, the Trustee will agree a recovery plan to eliminate
the deficit over a specified period of time either by way of additional contributions from
employers, investment returns or a combination of these.

The rules of the Growth Plan state that the proportion of obligatory contributions to be borne
by the Member and Member’s Employer shall be determined by agreement between them.
Such agrecment shall require the Employer to pay part of such contributions and may provide
that the Employer shall pay the whole of them.

Partick Housing Association Limited paid no contributions to the Growth Plan during the
accounting period. Onc employee paid contributions at the rate of 6%. Partick Housing
Association Limited continues to offer membership of the Plan 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. Accordingly, due to the nature of
the Plan, the accounting charge for the period under FRS17 represents the employer
contribution payable.

The valuation results at 30 September 2008 have now been completed and have been
formalised. The valuation of the Plan was performed by a professionally qualified Actuary
using the Projected Unit Method. The market value of the Plan’s assets at the valuation date
was £742 million and the Plan’s Technical Provisions (i.e. past service liabilities) were £771
million. The valuation therefore revealed a shortfall of asscts compared with the value of
liabilities of £29million, equivalent to a funding level of 96%.



B RE o

34

PARTICK HOUSING ASSOCTATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS (CONT.)
YEAR ENDED 31 MARCH 2010

23 Pension Obligations (contd}

The financial assumptions underlying the valuation as at 30 September 2008 were as follows:

%

Per annum
Investment return pre retirement 7.6
Investment return post retirement
-actives/deferreds 5.1
-pensioners 5.6
Bonuses on accrued benefits 0.0
Rate of price inflation 32

In determining the investment return assumptions the Trustee considered advice from the
Scheme Actuary relating to the probability of achieving particular levels of investment return.
The Trustee has incorporated an element of prudence into the pre and post retirement
investment return assumptions; such that there is a 60% expectation that the return will be in
excess of that assumed and a 40% chance that the return will be lower than that assumed over

the next 10 years.

The Scheme Actuary has prepared a fanding position update as at 30 September 2009, The
market value of the Plan’s assets at that date was £765 million and the Plan’s Technical
Provisions (i.e. past service liabilities) were £820 million. The valuation therefore revealed a
shortfall of assets compared with the value of liabilities of £55 million, equivalent to a

funding level of 93%.

If an actuarial valuation reveals a shortfall of assets compared fo liabilities, the Trustee must
prepare a recovery plan setting out the steps to be taken to make up the shortfall.

In view of the small funding deficit and the level of prudence implicit in the assumptions
used to calculate the Plan liabilities the Trustee has prepared a recovery plan on the basis that
no additional contributions from participating employers are required at this point in time. In
reaching this decision the Trustee has taken actuarial advice and has been advised that the
shortfall of £29 million (as at 30 September 2008) will be cleared within 10 years if the
investment refurns from assets are in line with the “best estimate” assumptions. “Best
estimate” means that there is a 50% expectation that the return will be in excess of that
assumed and a 50% expectation that the return will be lower than that assumed over the next
10 years. These “best estimate” assumptions are 8.4% per annum pre retirement, 5.1% per
annum post retirement (actives and deferreds) and 5.6% per annum post retirement

(pensioners).
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A copy of the recovery plan must be sent to the Pensions Regulator. The Regulator has the
power under Part 3 of the Pensions Act 2004 to issuc scheme funding directions where it
believes that the actuarial valuation assumptions and/or recovery plan are inappropriate. For
example the Regulator could require that the Trustee strengthens the actuarial assumptions
(which would increase the Plan liabilities and hence impact on the recovery plan) or impose a
schedule of contributions on the Plan (which would effectively amend the terms of the
recovery plan). A copy of the recovery plan in respect of the September 2008 valuation was
forwarded to The Pensions Regulator on 18 December 2009.

The next full actuarial valuation will be carried out as at 30 September 2011.

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 Plan. The Trustee’s current policy is that it only
applies to employers with pre October 2001 liabilities in the Plan. The debt is due in the
event of the employer ceasing to participate in the Plan or the Plan winding up.

The debt for the Plan as a whole is calculated by comparing the liabilities for the Plan
(calculated on a buy-out basis i.c. the cost of securing benefits by purchasing annuity policies
from an insurer, plus an allowance for expenses) with the assets of the Plan. If the liabilities
exceed assets there is a buy-out debt.

The leaving employer’s share of the buy-out debt is the proportion of the Plan’s pre October
2001 liability attributable to employment with the leaving employer compared to the (otal
amount of the Plan’s pre October 2001 liabilities (relating to employment with all the
currently participating employers).The leaving employer’s debt therefore includes a share of
any “orphan” liabilities in respect of previously participating employers. The amount of the
debt therefore depends on many factors including total Plan liabilities, Plan invesiment
performance, the liabilitics in respect of current and former employees of the employer,
financial conditions at the time of the cessation event and the insurance buy-out market. The
amounts of debt can therefore be volatile over time.

Partick Housing Association Limited has been notified by The Pensions Trust of the
estimated employer debt on withdrawal from the Plan based on the financial position of the
Plan as at 30 September 2009. As of this date the estimated employer debt for Partick
Housing Association Limited was £12,633.
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24 Associated Company

The Association in conjunclion with Whiteinch and Scolstoun Housing
Assoclalion, formed Weslworks Limited a company limited by Guarantee and
registered in Scolland. The principal activity of the company is lo provide
opportunities for employment and to enhance the economic opportunities within
the area served by the two associations.

The liability of the Assoclation is limited to one pound.

During the year, Westworks Limited experienced financial difficullies resulting in
the expected liquidation of the company during 2010/2011. As a result, £81,1 86
due from Westworks Limited was writien off as bad debl expense during the
year. At the year end, the balance due from Westworks Limited is Enil.

25 Related Party Transactions

Several members of the Committee of management are tenanls. Their tenancies
are on the Association’s normal tenancy terms and they cannol use their
positions to lheir advantage.

The Associalion advanced funds during the year to Parlick DRK 2001 Limited,
Partick Works Limiled and Partick Homes Limiled. Al the year end £3,549,239
was due to the Association {notes 11 & 12).

£230,612 due from Partick DRK 2001 Limited was written off to bad debts during
the year.

The following related party transactions fook place during the year:

Name Relationship Transaction
Partick DRK 2001 Limited subsidiary Funds repaid by
Interest charged
Partick Works Limited subsidiary Funds repaid by
Interest charged
Partick Homes Limited subsidiary Funds repaid by

Gift Aid Payment

The comparatives for the previous year are.

MName Relationship Transaclion

Funds repaid by
Inlerest charged

Partick DRK 2001 Limiled subsidiary

Partick Works Limited subsidiary Funds repaid by
interest charged
Partick Homes Limited subsidiary Funds repaid by

Gift Aid Payment

Armount Balance due (to)/
from at 31/3/10
£ £
(2,349,343}

23,299 53,366

639,928
78,158 3,932,014

294,061
89,024 (436,141)

Amount Batance due {to)/
from at 31/3/09
£ £
(367,994)

116,625 2,379,410

(188,399)
163,414 3,213,928

{(4,033)
(42,908) (819,226)



