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SHIRE HOUSING ASSOCIATION LIMITED

REPORT OF THE BOARD
FOR THE YEAR ENDED 31ST MARCH 2010

The Board presents ils reporl and the Financial Statements for the year ended 31st March 2010.

Legal Status

The Association is a registered non-profit making organisation under the Industiial and Provident
Societies Act 1965 No.2515R(S). The Association is constituted under its Rule Book. The Association
is a registered Scotlish Charity with the charily number SC038664.

Principal Aclivities

The principal activilies of the Association are the provision and management of affordable rented
accommodation and the development of low cost home ownership schemes.,

Revlew of Buslness and Future Developments

The Board of Shire Housing is pleased to present its annual accounts for 2009/2010. As expected,
the overall financial operating climate remained difficult over the course of the year. Within that
context, we were pleased thal, having delivered a planned programme of works and worked hard to
contain costs, we were able to generate a comparatively healthy surplus.

This commenlary will highlight some of our aclivities over the course of the year which help to support
our continued financial viability.

We were delighted to successfully tender for the new contract for delivery of the Care & Repair service
for East Ayrshire Council across East Ayrshire. This is a vital service for elderly owner occupiers and
we are proud to have been involved with it since inception.

We compleled the new build development at Cumnock and took handover of our development at
Cessnock Gardens, Hurllord adding 57 new homes, some specifically designed for and designated for
older people, to our stock base.

We did a lot of consultative work with our tenants. We carried out a specific programme of activities
around, the services we offer, our rental structure and the scope for rationalisation. We also carried
out a full tenant satisfaction survey and presented the results of that to our triennial tenanis
conference held in September. Overall we were very pleased with the survey resuits and conference
feedback. We used that opportunily to raise specific issues around rent rationalisation and were able
to secure supporl for modesl adjustments which were implemented in February. Building on thal
work, we have made an onward commiiment to further tenani consuitation around value.

We continue to take a prudent approach to expenditure. We continue to invest in our stock lo ensure
we meel lenant aspirations and that we will meet the Scottish Housing Qualily Standard.

Customer service is a top priority. We achieved the Customer Service Excellence award and conlinue
to work hard to ensure that thal status is deserved.

Our Board spent time reviewing our progress lo dale and drafling our new 3 year Internal
Management Plan which has an absolule focus on business sustainability. We are confident that we
have a sound business basis to deliver our commitmenls to tenanis and other stakeholders and to

explore new opporlunities.
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SHIRE HOUSING ASSOCIATION LIMITED

REPORT OF THE BOARD
FOR THE YEAR ENDED 31ST MARCH 2010

Board and Executive Officers

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

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

The members of the Board are also Truslees of the Charity. Members of the Board are appointed by the
members at the Associalion's Annual General Meeting.

Statement of Board's Responsibilities

The Induslrial and Provident Societies Acts 1965 to 2002 require the Board 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 thal period. In preparing those Financial Statements, the Board is

required 1o:-
«  selecl suitable accounting policies and then apply them consistently,

. make judgments and estimates that are reasonable and prudent;

«  stale whether applicable accounting standards have been followed, subject to any malerial
departures disclosed and explained in the Financial Statemenls

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

«  prepare a slalement on Internal Financial Control.

The Board is responsible for keeping proper accounting records which disclose wilh reasonable accuracy at
any lime the financial position of the Association and to enable them lo

ensure thai the Financial Stalements comply with the Industrial and Provident Societies Act 1965 to 2002,
the Housing (Scotland) Act 2001 and the Registered Social Landlords Accounting Requirements (Scolland)
Order 2007. They are also responsible for safeguarding lhe assets of the Association and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities. It is also responsible for

ensuring the Association's suppliers are paid promptly.

The Board must in determining how amounts are presenled within items in the income and expenditure
account and balance sheel, have regard to the substance of the reported transaction or arrangement, in
accordance with generally accepted accounting praciices.

In so far as the Board are aware:

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

. The Board have taken ali sleps that they oughi lo have taken to make
themselves aware of any relevant audit information and to establish that the Associalion's

Audilors are aware of lthat information.
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SHIRE HOUSING ASSOCIATION LIMITED

REPORT OF THE BOARD
FOR THE YEAR ENDED 31ST MARCH 2010

Statement on Internal Financial Control

The Board acknowledges ils ultimate responsibility for ensuring that the Associalion
has in place a system of controls that is appropriate for the business environment in which it operales. These

controls are designed to give reasonable assurance with respecl to:

the reliability of financial information used within the Association, or for publication;
the maintenance of proper accounting records,

the safeguarding of assets against unauthorised use or disposilion.

It is the Board's responsibility to establish and maintain systems of Internal Financial Control. Such systems can
only provide reasonable and nol absolute assurance against material financial
mis-statemenl or loss. Key elements of lhe Association's systems include ensuring that:

formal policies and procedures are in place, including the ongoing documentation of key systems and
rules relating to the delegation of authorily, which allow the monitoring of controls and restrict the

unauthorised use of Association’s assels;

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

forecasls and budgels are prepared which allow the management team and the
Board to monitor key business risks, financial abjectives and the progress being
made towards achieving lhe financial plans sel for the year and for the medium term;

regular financial management reports are prepared promptly, providing refevant, reliable and up o
date financial and other information, with significant variances from budget being invesligated as

appropriate
all significant new initialives, major commitments and investment projects are subject to formal
aulhorisation procedures, through the Board,;

the Board receive reports from management and from the external and internal
auditors to provide reasonable assurance that control procedures are in place and are being followed

and that a general review of the major risks facing the Association is undertaken;

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

Auditors
A resolution to re-appoinl the Auditors, Alexander Sloan, Chartered Accountants, will be proposed at the Annual

General Meeting.

By order of the Board

MADELEINE SULLIVAN
Secrelary
30 June 2010
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SHIRE HOUSING ASSOCIATION LIMITED

REPORT BY THE AUDITORS TO THE BOARD OF
SHIRE HOUSING ASSOCIATION LIMITED
ON CORPORATE GOVERNANCE MATTERS

In addilion to our audit of the Financial Statements, we have reviewed your stalement on Page 4
concerning lhe 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 requirements relating to corporale governance matters
within Bulletin 2006/5 issued by the Auditing Praclices Board. The Bulletin does not require us to
review the effecliveness of the Association's procedures for ensuring compliance with the guidance
noles, nor o investigate the approprialeness of the reasons given for non-compliance.

Opinion
In our opinion the Statement en Internal Financial Conlrol on page 4 has provided lhe 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 atlention as a resull of our audit
work on the Financial Statements.

Through enquiry of certain members of the Board and Officers of the Association, and examination of
relevanl documents, we have salisfied ourselves that the Board's Statement on Internal Financial
Control appropriately reflecls the Association's compliance with the informalion required by the
section on Internal Financial Control within SFHA's “Raising Slandards in Housing®.

R &

ALEXANDER SLOAN
Chartered Accountants

GLASGOW
30 June 2010
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF
SHIRE HOUSING ASSOCIATION LIMITED

We have audited the financial stalements of Shire Housing Associalion Limiled for the year ended 31st March 2010 which
comprise an income and expendilure account, balance sheet, cash flow statement and related notes. These financial

statements have been prepared in accordance with the accounting policies set out therein.

This report is made solely to the Association’s members, as a body, in accordance with Section 9 of the Friendly and
Industrial and Provident Societies Act 1968. Our audit work has been undertaken so thal we might state to the
Association’s members those malters we are required to state to them in an auditors' report and for no other purpose. To
the fullest extent permilted by law, we do not accept or assume responsibility lo anyane other than the Association and the
Association’s members as a body, for our audit work, for this repont, or for the opinions we have formed.

Respective Responsibilities of Board and Auditors
As described in the Stalement of Board's Responsibilities the Association's Board are responsible for the preparalion of
the Financial Statements in accordance with applicable law and United Kingdom Accounting Standards {United Kingdom

Generally Accepted Accounting Practice).

Our responsibility is lo audit the financial statements in accordance wilh relevant legal and regulatory requirements and
International Standards on Auditing (UK and Ireland).

We report 1o you our opinion as to whether the Financial Stalements give a true and fair view and are properly prepared in
accordance with the Industrial and Provident Societies Act 1965 1o 2002, the Housing (Scotland) Act 2001 and the
Registered Social Landlords Accounting Requirements (Scotland) Order 2007. We also report to you if, in cur opinion, the
Board's Report is consistent with the Financial Statements, if the Assaocialion has not kept proper accounting records, if we
have not received all the information and explanations we require for our audit, or if information specified by law regarding
Board's remuneration and transactions wilh the Association is not disclosed.

We read the Board's Report and consider the implications for our report if we become aware of any apparenl
misstatements within it.

Basis of Opinion
We conducied our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Audiling

Practices Board. An audit includes examination, on a lest basis, of evidence relevant lo the amounls and disclosures in the
Financial Statements. It also includes an assessment of the significant estimates and judgments made by the Board in the
preparation of the Financial Statemenls, and of whether the accounting policies are appropriate to the Association's

circumslances, consistenily applied and adequalely disclosed.

We planned and performed our audit so as lo abtain all the information and explanations which we considered necessary
in order to provide us wilh sufficient evidence to give reasonable assurance that the Financial Stalements are free from
material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the Financial Statements.

Opinion
In our opinion the Financial Statements:

give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice of the state of the
Associalion's affairs as at 31st March 2010 and of its income and expenditure and cash fiow for the year then ended; and

have been properly prepared in accordance wilh the Industrial and Provident Socigties Acls 1965 to 2002, the Housing
(Scotland) Act 2001 and the Registered Social Landlords Accounting Requirements (Scotland) Order 2007.

In our opinion, the information given in the Board's Report is consistent with the financial statements.

R

ALEXANDER SLOAN
Chartered Accountants
Stalutory Auditors
GLASGOW

30 June 2010
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SHIRE HOUSING ASSOCIATION LIMITED

INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED 31st MARCH 2010

TURNOVER

Operaling Cosls

OPERATING SURPLUS

Profit on Sale of Housing Stock
Interest Receivable and Other Income:

Interest Payable and Similar Charges

SURPLUS ON ORDINARY ACTIVITIES
BEFORE TAXATION

Tax on surplus on ordinary activities
SURPLUS ON ORDINARY ACTIVITIES AFTER

TAXATION

Notes

10.

2010 2009
£ £ £ £
3,670,285 3,444,115
(2,418,345) (2,643,765)
1,251,940 800,350
45,837 165,940
7,732 37,354
(953,562) (921,668)
(899,993) (718,374)
351,947 81,976
351,947 81,976

All amounts relate lo continuing activities. All recognised surpluses and deficils have been included in
the Income & Expenditure Account. Historical cost surpluses and deficits are identical to those shown

in the accounls,
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SHIRE HOUSING ASSOCIATION LIMITED

BALANCE SHEET AS AT 31st MARCH 2010

T

Notes 2010 2009
. £ £ £ £
TANGIBLE FIXED ASSETS
Housing Properties - Depreciated Cosl 11.(a) 27,820,895 26,074,328
Less: Social Housing Grant 11.{a) (14,877,866} (14,117,033)
: Other Public Grants 11.{a) (519,949) {541,446)
12,423,080 11,415,849
Other fixed assels 11.{b) 162,096 201,196
12,585,176 11,617,045
FIXED ASSET INVESTMENTS
Investment in subsidiaries 22. - 2
Shared Equity Cost 22, 438,880 438,880
Shared Equity Grant 22, (438,880) {438,880)
CURRENT ASSETS
Debtors 14. 237,432 254,272
Cash at bank and in hand 1,134,629 1,323,979
1,371,961 1,578,251
CREDITORS: Amounts falling due within one year  15.  (505,368) (570,618)
NET CURRENT ASSETS 866,593 1,007,633
TOTAL ASSETS LESS CURRENT LIABILITIES 13,451,769 12,624,680
CREDITORS: Amounts falling due after more than
one year 16. (15,316,606) (14,841,448)
NET ASSETS {1,864,837) (2,216,768)
CAPITAL AND RESERVES
Share Capital 18. 369 K1)
Revenue Reserves 19.(a) {1,865,206) (2,217,153)
(1,864,837) (2,216,768)
The Financial Stalements were approved by the
Board and signed on their behalf on 30 June 2010
Chaliperson Vice-Chairperson Secrelary

4/%(/'—\///% Mﬁ/‘ P SA v~
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SHIRE HOUSING ASSOCIATION LIMITED

CASH FLOW STATEMENT FOR THE YEAR ENDED
31st MARCH 2010

Notes 2010 2009

Net Cash Inflow from Operating Activities 17. 1,277.417 939,715

Returns on Investment and Servicing of Finance

Interest Received 7,732 37,354
Inleresl Paid {953,869) {947,849)

I':]i?lta g‘a::h (Outflow) from Invesiment and Servicing of (946,137) (910,495)

Capital Expenditure and Financial investment
Acquisition and Conslruction of Properties {1,890,315) (4,841,052)
Purchase of Other Fixed Assels (7,623} (30,955)
Social Housing Grant Received 817,512 3,320,407
Social Housing Grant Repaid -
Other Grants Received -
Proceeds on Disposal of Properties 79,527
Proceeds on Disposal of Other Fixed Assets -

299,152
231,922

Net Cash (Outflow) from
Capital Expenditure and Financial Investment (1,000,899) (1,020,526)

Net Cash (Outflow) before use of Liquid Resources and

Financing (669,619) (991,306)

Financing

Loan Advances Received 500,000
Loan Redemption Payments - -
Loan Principal Repayments {19,839) (15,160)
Share Capilal Issued 8 9

1,900,000

480,169 1,884,849

Net Cash Inflow from Financing

(Decrease)/Increase in Cash 17. (189,450) 893,543
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS

1 PRINCIPAL ACCOUNTING POLICIES

Basis Of Accounting
The Financial Stalements have been prepared in accordance with applicable Accounting Standards, the Statement

of Recommended Practice - Accounting by Registered Social Landlords 2008, and on the historical cost basis.
They also comply with the Registered Social Landlords Accounting Requirements (Scolland) Order 2007. A
summary of the more important accounling policies is set oul below.

Turnover

Turnover represents renlal and service charge income receivable, fees receivable and revenue grants receivable,

Retirement Benefils

The Association participates in the S.F.H.A. Defined Benefits Pension Scheme and retirement benefits to
employees of the Associalion 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 based on
pension costs applicable across the various parlicipating Associalions taken as a whole.

Valuation Of Housing Properties
Housing Properties are staled at cosi, less social housing and other public grants and less accumulated

depreciation. Depreciation is charged on a straight line basis over the expected economic useful lives of the
properlies al an annual rate of 2%. Land is nol depreciated. Housing Properties are reviewed for impairment if
events or circumstances indicate that the carrying value is higher than the recoverable amount.

Depreciation And Impairment Of Other Fixed Assets
Other Fixed Assels are staled at cost less accumulated depreciation. Depreciation is charged on a straight line
basis over the expecled economic useful lives of the assets at the following annual rates:-

Office Premises 2%

Office Equipment 25%

The carrying value of tangible fixed assets are reviewed for impairment in periods if events or changes in
circumstances indicate the carrying value may not be recoverable.

Social Housing Grant And Other Grants In Advance/Arrears
Where developments have been financed wholly or parlly by Social Housing Grant or other capital grant, the cost of
those developments has been reduced by the amounl of the granl receivable. The amounl of the granis receivable

is shown separately on the Balance Sheet.

Social Housing Grant received in respect of revenue expenditure is credited to the Income and Expenditure Account
in the same period as the expenditure to which it relates.

Although Social Housing Grant is treated as a grant for accounting purposes, it may neverlheless become repayable
in cerlain circumstances, such as the disposal of cerlain assets. The amount repayable would be restricted to the

net proceeds of sale.
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010
NOTES TO THE FINANCIAL STATEMENTS (Conlinued)

i PRINCIPAL ACCOUNTING POLICIES (Continued.)
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Sales Of Housing Properties

First tranche Shared Ownership disposals are credited lo turnover on completion. The cost of construction of these
sales is taken lo operating cosl. In accordance with the Statemeni of Recommended Praclice, disposals of
subsequenl tranches are lreated as fixed asset disposals with the gain or loss on disposal shown in the Income and

Expenditure Account.

Disposals of housing property under the Right to Buy scheme are reated as a fixed asset disposal and any gain and
loss on disposal accounted for in the Income and Expendilure Account.

Disposals under shared equity schemes are accounted for in the Income and Expenditure Account. The remaining
equily in the property is treated as & fixed assel investment, which is matched with the grant received.

Leases/Leased Assets
Cosls in respect of operating leases are charged to the Income and Expenditure Account on a straight line basis over

the lease term. Assets held under finance leases and hire purchase conlracts are capitalised in the Balance Sheet
and are depreciated over their useful lives.

Works to Existing Properties
The Associalion capitalises major repairs expenditure where these works result in an enhancement of economic

benefits by increasing the net rental stream over the life of the property.

Capilalisation Of Development Overheads

Direclly aitribulable development adminisiration costs relaling to development activities are capitalised in accordance
with the Statement of Recommended Praclice,

Development Interest
Interest incurred on financing a development is capitalised up to the date of practical completion of the scheme,

Deslgnated Reserves
The Associalion has designated part of ils reserves lo meet its long lerm obligations.
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)
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1 PRINCIPAL ACCOUNTING POLICIES (Continued.)

Property Development Cost
The proportion of the development cost of shared ownership properties expecled to be disposed of as

a first tranche sale is held in current assets until it is disposed of. The remaining pant of the
development cost is trealed as a fixed asset. Surpluses made on the disposal of first tranche sales
are laken 1o the Income and Expenditure Account in accordance with the Statement of Recommended

Praclice.

Property developments thal are intended for resale are included in current assets until disposal.

Going Concern

The Financial Statements show net liabilities of £1,864,837. The Association will continue to show net
liabilities for a number of years due to the high level of major repairs expenditure. However, this
expenditure is planned and is in accordance with the Association's thirty year financial projections.

The Association has a loan facility of £16m with Britannia Building Society. £9 85m was used lo fund
the purchase of lhe properlies with the balance being available for draw down in order to fund major
repairs expendilure and developments in subsequent years. The amounl of draw down available to the
Association at any time is limited to a maximum loan of 80% of the markei value of the properties.
Based on a valuation of £26.63m at April 2010, the Association currently has a maximum loan draw

down of approximately £21.31m.

Al 31st March 2010, the balance on the loan accounl was £15.34m. The members of the Board are
therefore satisfied, after reviewing the thirty year financial projections, that the Association is a going
concern and will be able to operate into the forseeable fulure.
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

¢2. PARTICULARS OF TURNOVER, COST OF SALES, OPERATING COSTS AND OPERATING SURPLUS

} 3.

2010

Operating

Operating Surplus /

Notes Turnover Cosls (Deficl)

£ £ E

Social Lettings 3428764 2,116,312 1,312,452
Cther Activities 241,521 302,033 (60,512)
Total 4,670,285 2418345 1,251,940

PARTICULARS OF INCOME & EXPENDITURE FROM SOCIAL LETTINGS

Income from Lettings
Rent Receivable Net of Identifiable Service Charges

Service Charges Receivable

Gross Rents Recelveble
Less: Renl losses frem voids

Net Rents Recelvable
Revenue Grants from Scotlish Ministers
Revenue Grants From Local Aulhorities and Other Agencies

Total Income From Soclal Letiing

Expenditure on Soclal Letling Activilles
Managemenl and maimenance administration costs
Reaclive Maintenance

Bad Debls - Renls and Service Charges

Planned and Cyclical Maintenance, including Major Repairs
Depreciation of Social Housing

Operating Costs of Soclal Letting

Operating Surplus on Soclal Letting Activities

2009

Page 13

General

Needs

Housing
£

3,371,022

3,371,022
18,894

3,352,128
76,636

3,428,764

600,347
630,630

23,768
700,020
161,546

2,116,312

1,312,452

792,923

2009

QOperaling

Operaling Surplus /

Tumover Cosls (Deficlt)

£ £ E

3,048,034 2,255,111 792,923
396,081 383.654 7427
3,444,115 2,643,765 800,350
Suppoited Shared 2010 2009
Houslng  ownership Total Total
£ £ [ £
- - 3,371,022 3,016,245
- - 3,371,022 3,016,245
- - 18,894 15,402
- - 3,352,128 1,000,843
- - 76,636 47,191
- - 3,428,764 3,048,034
- - 600,347 613,266
- - 630,630 571,678
- - 23,769 21,308
- - 700,020 867,188
- - 161,546 161,641
- - 2,116,312 2255111
- - 1,312,452 792,923
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS  (Continued)

' 5. OFFICERS' EMOLUMENTS

The Officers are defined in s74 of the Industrial and Provident Societies Act
1965 as the members of the Board, managers or servants of the Association.

No Officer of lhe Association received emoluments greater than £60,000.

Emofuments payable to Chief Executive {excluding pension contributions)

The figure for 2009 relates to the two people who held the post in that year.

. EMPLOYEE INFORMATION

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

Staff Cosls were:

Wages and Salaries

Social Security Costs

Other Pension Costs

Temporary, Agency and Seconded Staff

Page 15

2010 2009
£ £
55,167 60,939
2010 2009
No. No.
17 17
£ £
538,601 529,218
41,026 40,057
81,181 78,058
1,255 -
662,153 647,333
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010
NOTES TO THE FINANCIAL STATEMENTS  (Continued)

| 7. GAIN ON SALE OF HOUSING STOCK

Sales Proceeds
Cost of Sales

Gain On Sale Of Housing Stock

| 8. INTEREST PAYABLE

On Bank Loans & Overdrafts
On Clher Loans

Less: Interesl Capitalised

Interes! incurred in the development period of housing properiies which has been wiitten
off to the income and expenditure account amounted to £Nit (2009 £Nil).

| 9. SURPLUS ON ORDINARY ACTIVITIES BEFORE TAXATION B

Surplus on Ordinary Aclivilies before Taxalion is stated after charging:-
Depreciation - Tangible Owned Fixed Assets

Auditors' Remuneration - Audit Services
- Other Services - Accounlancy support

- Other services - Payroll
Operaling Lease Rentals - Land & Buildings
Operaling Lease Rentals - Other

| 10. TAX ON SURPLUS ON ORDINARY ACTIVITIES

2010 2009

£ £
79,627 231,922
33,690 65,982

45,837 165,940

2010 2009
£ £
953,562 947,849

953,562 947,849
- 26,181

953,562 921,668

2010 2009

£ £
208,269 192,705
5000 4,760
900 860
1,549 1,475
9,952 8,108

The Association is a Registered Scotlish Charity and is not liable to United Kingdom Corporation Tax on its charitable activities.
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

| 11. TANGIBLE FIXED ASSETS

a) Housing Properties

COST

As al 1sl April 2008
Additions

Disposals

Schemes Completed

As at 31st March 2010

DEPRECIATION
As at 1st April 2009
Charge for Year
Disposals

As at 31st March 2010

SOCIAL HOUSING GRANT
As at 1st April 2009
Additions

Disposals

Schemes Completed

As at 31st March 2010

OTHER CAPITAL GRANTS
As at 1st April 2009
Additions

Disposals

Schemes Completed

As at 31st March 2010

NET BOOK VALUE
As at 31st March 2010

As at 31st March 2009

Housing Housing
Properties Properties
Held In course of
for Letting  Construction Total
£ £ £
17,962,046 9473484 27,435,530
11,037 1,989,708 2,000,745
(98,651) - (98,651)
9,694,535 {9,694,53b) -
27,568,967 1,768,657 29,337,624
1,361,202 - 1,361,202
161,546 - 161,546
(6.019) - (6,019)
1,516,729 - 1,516,729
6,730,736 7,386,297 14,117,033
- 798,271 798,277
(37.444) - (37,444)
6,533,677 (6,533,677) -
13,226,969 1,650,897 14,877,866
253,114 288,332 541,446
(21,497) - (21,497)
288,332 (288,332) -
519,949 - 519,949
12,305,320 117,760 12,423,080
1,798,855 11,415,849

9,616,994

Additions 1o housing properties includes capitalised development administration costs of £49,867 (2009 -
£89,859) and capialised major repair costs lo exisling properlies of £Nil (2009 ENil)

All land and housing properties are freehold.

Page 17



SHIRE HOUSING ASSOCIATION LIMITED

FINANGIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

t11. TANGIBLE FIXED ASSETS (Continued)

-

T rmon

b) Other Tanglble Assets

Expiring in over five years

Page 18

Office

Fumiture

Premises & Equipment Total
£ £ £
COST
As at 1st April 2009 170,905 370,139 541,044
Additions - 7,623 7,623
Eliminated on Disposals - - -
As at 31st March 2010 170,905 377,762 548,667
GRANTS RECEIVED
As at 1st Aprif 2009 - 20,857 20,857
Received in year - - -
Repaid on Disposal - - -
As at 31st March 2010 - 20,857 20,857
AGGREGATE DEPRECIATION
As at 1st April 2009 47,831 271,160 318,991
Charge for year 4,368 42,355 46,723
Eliminated on disposal - - -
As at 31st March 2010 52,199 313,515 365,714
NET BOOK VALUE
As at 31st March 2010 118,706 43,390 162,096
As at 31st March 2009 123,074 78,122 201,196
12, CAPITAL COMMITMENTS
2010 2009
£ £
Capital Expendilure that has been contracted for but has not been provided
for in the Financial Statements 188,810 2,023,810
The above commitments will be financed by a mixture of public grant, private finance and the
Association's own resources.
| 13. COMMITMENTS UNDER OPERATING LEASES
At the year end, the annual commitments under operating leases were:- 2010 2009
£ £
Other
Expiring within one year 64 2,825
Expiring belween two and five years 2,221 2,221
4,369 -
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

{14. DEBTORS

Arrears of Rent & Service Charges
Less: Provision for Doubtful Debts

Social Housing Grant Receivable
Other Debtors

| 15, CREDITORS: Amounts falling due within one year

Housing Loans

Trade Creditors

Rent in Advance

Other Taxation and Social Securily
Other Creditors

Accruals and Deferred Income

2010 2009

£ £
175,052 153,427
(13,549)  (8,520)

161,503 144,907
44,439 63,674
31,490 45,691

237,432 254,272

2010 2009

£ £
20,598 16,597
93,832 364,843
69,575 69,373
14,040 14,241
70,945 26,424
236,378 80,140

505,368 570,618

At the balance sheet date there were pension conlributions outstanding of £NIL (2009 £NIL)

| 16. CREDITORS: Amounts falling due after more than one year

Housing Loans

Housing Loans are secured by specific charges on the
Association's housing properties and are repayable al
varying rates of interest in instalments, due as follows:-

Wilhin cne year

Between one and two years
Between two and five years
in five years or more

Less: Amount shown in Current Liabilities

Page 19

2010 2009
13 £

15,316,606 14,841,448

20,558 15,597
121,229 16,485
867,776 75,888

14,327,601 14,749,075

15,337,204 14,857,045
20,598 15,597

15,316,606 14,841,448
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

i17. CASH FLOW STATEMENT

1 O T

Reconciliation of operaling surpius lo 2010 2009
nel cash inflow from operaling aclivities £ £
Operating Surplus 1,251,940 800,350
Depreciation 208,269 192,705
Change in properties developed for resale - 173,427
Change in Debtors {2,395} 32,222
Change in Creditors {180,373) (258,972)
Gain on sale of fixed assets - (17}
Share Capital Written Off (24) -
Net Cash Inflow from Operaling Activilies 1,277,417 939,716
Reconciliation of net cash flow to movement in
net debt 2010 2009
£ £ £ £
{Decrease)increase in Cash {189,450) 893,543
Cash fiow from managementl of liquid resources - -
Cash flow from change in debt {480,159) (1,883,036)
Movement in nel debl during yeat (669,609) (989,493)
Net debt at 1st April 2008 (13,533,066) (12,543,573}
Nel debt at 31st March 2010 (14,202,675) (13,5633,066)
Analysis of changes in net debt At Cash Other At
01.04,09 Flows Changes 31.03.10
£ £ £ £
Cash at bank and in hand 1,323,979 (189,450) 1,134,529
Bank Overdrafts - - -
1,323,979 {189,450) 1,134,529
Liguid Resources - - -
Debt: Due within one year {15,597) (5,001) (20,598)
Due after more than one year (14,841,448} {475,158) {15,316,606)
Net Debl {13,533,066) (669,609) - (14,202,675)
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS  (Continued)

| 18. SHARE CAPITAL

Shares of £1 each Issued and Fully Paid
At 1st April 2005

Issued in year

Cancelled in year

At 31st March 2010

£
385

8
(24)

369

Each member of the Association holds one share of £1 in the Association, These shares carry

no rights to dividend or distribulions
member, that person's share is cancel

| 19. RESERVES
(a) Revenue Reserves

At 1st April 2009
Surplus for the Year

At 31st March 2010

| 20, HOUSING STOCK

The number of units of accommodation in management

al Ihe year end was:-
General Needs - New Build
- Rehabilitation

Page 21

2010
No.

195

811

1,006

l\

on a winding up. When a shareholder ceases 10 be a
led and the amount paid thereon becomes the property

of the Association. Each member has a right lo vote at members' meelings.

Total

£
(2,217,153)

351,947

{1,865,206)

2009
No.
138
815

953
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

121,

RELATED PARTY TRANSACTIONS

Members of the Board are related parties of the Association as defined by Financial Reporting
Standard 8.

The related parly relationships of the members of the Board is summarised as follows:

7 members are tenants of the Association
East Ayrshire Council is represented by a local
councillor

Those members that are lenants of the Association have tenancies that are on the Association's
normal tenancy lerms and they cannot use their positions lo their advantage.

Governing Body Members cannot use their posilion to their advantage. Any transaclions between
the Association and any enlity with which a Governing Body Member has a conneclion with is
made at arm's length and is under normal commercial terms.

FIXED ASSET INVESTMENT -
2009 2008
E £
Shared Equity Properties
Development Cost of Shared Equity Property 438,880 438,880
Less; Grants Receivable 438,880 438,880
- 2

investments In Subsidiaries

The subsidiary company, Shire Asset Management Limited was wound up during the year

Page 22



SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010
NOTES TO THE FINANCIAL STATEMENTS {Continued}

123, RETIREMENT BENEFIT OBLIGATIONS

1T 1

L

General
Shire Housing Assoclalion Limited participates in the SFHA Pension Scheme.

The SFHA Pension Scheme is a mulli-employer defined benefit scheme. The Scheme is funded and
is conlracted out of the slate scheme.

The Scheme offers three benelil structures to employers, namely:

+ Final salary with a 1/601h accrual rate.
» Career average revalued earnings with a 1/60th accrual rate
« Career average revalued earnings with a 1/70th accrual rate

An employer can elect lo operate different 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 operate one open benefit
structure at any one time. An open benefil structure is one which new entrants are able to join.

Shire Housing Association Limited has elected to operate the final salary with a 1/60th accrual rate
benefil structure for active members as al 31 March 2008, It also elected o offer this rate for new

enlrants from 1 April 2008.

The Trustee commissions an acluarial valuation of the Scheme every 3 years. The main purpose of
the valuation is 1o determine the financial position of the Scheme in order to determine the leve! of
future contributions required so thal the Scheme can meet its pension obligations as they fall due.

The aciuaria! valuation assesses whelher the Scheme's assels at the valuation dale are likely to be
sufficient to pay lhe pension benelits accrued by members as at the valualion date. Asset values are
calculated by reference to market levels. Accrued pension benefits are valued by discounting expected
future benefit payments using a discount rate calculated by reference to the expected fulure

investment returns.

During the accounting period Shire 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 there were 17 active members of the Scheme employed by Shire Housing
Association Limited. The annual pensionable payroll in respect of these members was £527,153. Shire
Housing Association Limited continues to offer membership of the Scheme to its employees.

Il is not possible in the normal course of evenls to identify the share of underlying assets and liahilities
betonging to individua! participating employers. SFHA is a multi-employer scheme where the scheme
assels are co-mingled for investment purposes, benefils are paid from the tolal scheme assets, and
the contribution rate for ali employers is set by reference lo the overall financial posilion of the scheme
rather than by reference to individual employer experience. Accordingly, due 1o the nalure of the Plan,
the accounting charge for the period under FRS17 represents the employer contribution payable.

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 assets at
the valuation date was £268m. The valualion revealed a shortfall of assets compared with the value of
liabilities of £54m (equivalent to a past service funding level of 83.4%).
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010
NOTES TO THE FINANCIAL STATEMENTS (Continued)

123, RETIREMENT BENEFIT OBLIGATIONS (Continued)

The Scheme Actuary has prepared an Actuarial Report that provides an approximate updale 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 acluarial 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 assels
compared to liabilities to approximately £149 million, equivalent to a past service funding level of
63.9%. Annual funding updales of the SFHA Pension Scheme are carried oul using approximate
actuarial techniques rather than member by member calculations, and will therefore not produce the
same resuits as a full actuarial valuation. However they will previde a good indication of the financial

progress of the scheme since the last full valuation.

Since the contribution rates payable to the Scheme have been delermined by reference to the last full
actuarial valuation the following notes relate to the formal actuarial valuation as at 30 September

2006.

Financial
Assumptions

The financial assumptions underlying the valualion as al 30 September 2006 were as follows:

% p.a.
- Investment return pre-retirement 7.2
- Investment return post-retirement 4.9
- Rale of Salary increases 4.6
- Rate of pension increases:
pension accrued pre 6 April 2005 2.6
pension accrued from 6 April 2005 2.25
(for leavers before 1 Oclober 1993 pension increases are 5.0%)
2.6

- Rate of price inflation

The valualion was carried out using the PA92C2025 shorl cohorl mortalily table for non-pensioners
and PA92C2013 shorl cohort moralily lable for pensioners. The lable below illustrates the assumed
life expectancy in years for pension scheme members at age 65 using these mortalily assumptions:

Males Females
Assumed life Assumed life
expectancy in years | expeciancy in years
at age 65 at age 65
Non-pensioners 21.6 24.4
Pensioners 20.7 23.6

Page 24
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010
NOTES TO THE FINANCIAL STATEMENTS (Continued)
'23. RETIREMENT BENEFIT OBLIGATIONS (Continued}

Valuation Results

The long-lerm joint contribulion rates required from employers and members to meet the cost of future
benefit accrual were assessed as.

Long-term joint conlribuiion
Benefit Struclure rale (% of pensionable
Final salary - 60ths 17.8
Career average 60ths 14.6
Career average 70lhs 12.6

If an acluarial valuation reveals a shortiall of assels compared to liabilities the Truslee musl prepare a
recovery plan setting out the steps to be laken lo make up the shortfall.

Following consideration of the resulls of the valuation it was agreed that the shortfall of £54m would be
dealt wilh by the payment of additional contributions of 5.3% of pensionable salaries per annum with
effect from 1 April 2008. It is the Scheme policy that the joint contribution rate payable is split between
employers and members in the ratio 2:1. Accordingly the joint contribution rates from 1 April 2008 for

each of the benefit structures is;

Joint contribution rate (% of pensionable
Benefit Structure salaries)

' 23.1% comprising employer contribulions
Final salary 60ths of 15.4% and member contributions of 7.7%

19.9% comprising employer contributions
Career average 60ths of 13.3% and member contributions of 6.6%

17.9% comprising employer contribulions
Career average 70ths of 11.9% and member contributions of 6.0%
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SHIRE HOUSING ASSOCIATION LIMITED

FINANCIAL STATEMENTS FOR THE YEAR ENDED 31st MARCH 2010

NOTES TO THE FINANCIAL STATEMENTS (Continued)

123,

RETIREMENT BENEFIT OBLIGATIONS (Continued)

A small number of employers that have closed the Scheme to new entrants are required 1o pay an
additional employer contribution loading of 3.5% to reflect the higher costs of a closed arrangement.

If the valuation assumptions are borne out in practice, this patlern of contributions should be sufficient
to eliminate the pas! service deficil, on an on-going funding basis, by 31 March 2020,

The current triennial valuation, as at 30 Seplember 2009, is being underlaken by a professionally
qualified actuary. The provisional results of this valuation were issued by the SFHA Pension Scheme
in May 2010. These figures show that the deficit on the scheme has increased from £563.6 milllion to
£160 million. The funding level of liabilities, based on these figures, would be 64.8% (2006 - 83.4%)}).

As a result of this valuation the total contribution rale must increase on average by 7% of pensionable
earnings for all existing benefit options struclures from April 2011.

As a resull of Pension Scheme legislation 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
parlicipate in the Scheme or the Scheme winding up.
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Alexander Sloan Chartered Accountants
38 Cadogan Street

GLASGOW
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Dear Andy

Management Letter — Boards Response

The Management Letter was presented to the Board at their meeting held on 28" July
2010.

The Board were happy with the content of the Management letter and noted there
were no particular points to bring to their attention from the Audit.

The Board subsequently gave their approval to reply on their behalf noting the
content.

[ would like to thank you for all of your assistance with the above.

Yours truly,

AR
/%7{/4—/
Barbara Spittal
Head of Finance

&7y INVESTORS
By & INPEOILE

ELTe

EXCELLENCE

- CJISTOMER
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PAPER : Management Letter

Shire Housing Assoclation Board Meeting
28" July 2010 — Item 3.3

Background

Recommendation

The Auditors, Alexander Sloan Chartered Accountants, carried out the
audit for the financial year ending 31* March 2010. Mr McBean who
is a partner of Alexander Sloan presented the accounts to the Board
at the Meeting held on Wednesday 30" June 2010, As part of the
Audit process a Management Letter is produced for the Boards
information, The main purpose being, to raise for the Boards
attention, any key issues arising from the Audit.

Mr McBean advised the Management Letter had been produced and
that the Audit had gone very well.

The Management Letter is enclosed for the Boards information. |
would like to draw the Boards attention to the following sections:-

Section 2 — Audit Objectives

This section highlights the legal requirements of the Audit and some
of the main points the Auditors are looking at in carrying out the
audit work.

Section 5 — Review of Financial Performance
This section shows the Income and Expenditure in a graph format.
The Association had an operating surplus of £351,947 in the year.

Section 6 - Internal Controls
The Auditors are required to produce in the Management Letter any
matters of concern which arose during the Audit to the Boards

attention.

The Auditors do not have any particular points to bring to the Boards
attention.

The Board acknowledge receipt of the Management letter and
approve response to Alexander Sloan noting the content.

Originator:  Barbara Spittal
Head of Finance

CAWINDOWS\imp\@IWD @ @CUMNOCK@@enlmmo@\DPODDROP\28/ul10.item3.3.doc
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SHIRE HOUSING ASSOCIATION LIMITED

MANAGEMENT LETTER
FOR THE YEAR ENDED 31 MARCH 2010

1. INTRODUCTION

1.1 The purpose of this report is to summarise for the Board the key issues arising
from our audii of the Financial Statements for the year ended 31 March 2010.

1.2 This report is only for the use of the Association and must not be disclosed to any
third party without our written consent. We do not assume responsibility to any
other person in respect of this report.

2. AUDIT OBJECTIVES

2.1 The main objective of the audit is to form an opinion as to whether the Financial
Statements of Shire Housing Association Limited Ltd. give a true and fair view
and confirm that they are prepared under UK GAAP and comply with the
Industrial and Provident Societies Acts 1965 to 2002, the Housing (Scotiand} Act
2001 and the Registered Social Landlords Accounting Requirements (Scotland)

Order 2007.

2.2 As part of our audit we carry out the following work:

Examine, on a test basis, evidence relevant to the amounts and
disclosures in the Financial Statements.

Assess any significant estimates and judgements made by the Board in
the preparation of the Financial Statements.

Assess whether the accounting policies are appropriate to the
Association’s circumstances, consistently applied and adequately
disclosed.

Evaluate the overall adequacy of the presentation of information in the
Financial Statements.

Report to you our opinion as to whether the Financial Statements give a
true and fair view and are properly prepared in accordance with relevant
legislation.

Report to you our opinion as to whether the information contained within
the Board Report is consistent with the Financial Statements.

2.3 Our audit methodology for the collection of audil evidence is based on our own
Audit Manuals, which are continuously updated to reflect current auditing
standards. The methodology adopls a risk-based approach in accordance with
international Auditing Standards (UK & Ireland).

2.4 Although we are required under International Standards on Auditing to consider
fraud when carrying out our audit, the purpose of our audit is not the detection of
fraud. Responsibility for the prevention and detection of fraud rests with the Board
who should not rely wholly on the external audit function to discharge these

responsibilities.



g SHIRE HOUSING ASSOCIATION LIMITED

MANAGEMENT LETTER
FOR THE YEAR ENDED 31 MARCH 2010

3. CHANGES TO ACCOUNTS

3 1 The financial statements of the Association follow the same format as in the
previous year.

4. AUDIT OPINION

4.1 Based on our detailed audit work which is carried out in accordance with
International Standards on Auditing we have been able to satfisfy ourselves that
the Financial Statements provide a True and Fair view of the Association’s affairs
and have therefore issued an unqualified audit opinion on the Financial
Statements.
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6. INTERNAL CONTROLS

6.1 In accordance with International Standards on Auditing (UK & Ireland) we are
required to provide you with a summary of matters which arose during the course
of our audit and which we consider should be brought fo the attention of the

Board.

6.2 We can confirm that there are no particular points that we wish to draw to your

attention this year.
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7.1 The next major development in Housing Association accounts is expected to be
the new Housing Association Statement of Recommended Practice (SORP). We
will update you on the progress of this through our Housing Association
newsletter.

8. FURTHERI

NFORMATION

8.1 If you require any further information ragarding any of the issues oullined in this
Management Letter please contact the Partner or Manager who will be pleased to

assist you:
Position  Name Telephone E-Mail
Partner | Andy McBean (0141) 204 8983 andy.mcbean@alexandersloan.co,uk
Manager | Jim Gourlay (0141) 204 8989 jim.gourlay@alexandersloan.co.uk
Senior Colin Sinclair (0141) 204 8989 colin.sinclair@alexandersloan.co.uk

QL e —

Alexander Sloan

Chartered Accountants

& Statutory Auditors

30 June 2010




