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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
REPORT OF THE BOARD OF MANAGEMENT

For the year ended 31 March 2010

The Board of Management present their report aited financial statements for the year ended 3ichli2010.
The Association was incorporated on 27 May 2005 ianas registered as a Registered Social Landbor@®1
November 2006. These accounts represent the falgrariod 1 April 2009 to 31 March 2010.

Principal Activities

The principal activity of the Association is to pide and manage quality affordable housing acconatiod for

people in housing need across the Argyll and Beggon. The Association received 5,398 homes fragyhand

Bute Council as a result of the whole stock transfe21 November 2006. The Association owns andages a
range of housing for rent in primarily general re@edcommodation, some sheltered accommodation amcaH
number of travelling people sites. It providesanmodation for the homeless through tenancies aigyll and

Bute Council.

Organisational Structure and How Decisions are Made

The Association operates under Rules registere@rutiit Industrial and Provident Societies Act 1866l is a
Registered Social Landlord. Its organisational citiee consists of a voluntary Board of Managemehichv is
supported by a Chief Executive, Senior ManagemeanT and a range of specialist staff. Customer cesvare
provided by four functional departments namely Hogsand Neighbourhood Services, Investment and
Regeneration Services, Human Resources and Coefeatices, and Finance & IT Services.

All Board members and staff operate within a sestahding orders, policies and financial regulatidbecisions
relating to the Association’s strategic objectiv® taken at monthly Board of Management meetinbssiv
operational matters are dealt with by the staffi@eklanagement Team. The Association also hassteneding
committee, which is the Finance and Audit Committdech has delegated powers from the Board of Mamemt
regarding all finance matters and both internal extérnal audit matters.

The Association has established during the year Asaa Committees who deal with operational mattecally.
These Area committees are established along ttenwolg geographical areas.

* Oban Lorn and the Isles

* Mid Argyll and Kintyre

* Bute and Cowal

* Helensburgh and Lomond

Recruitment and Training of Board Members

Vacancies on the Board of Management are fillechfroembers of the community, in accordance withrties of
the Association, who have a commitment to the &mahce of social housing and the aims and objectifehe
Association. Members are drawn from a wide rangeagkgrounds and experience to maintain the negessa of
skills required to govern and control a complexamigation. All Board of Management Members recenrgal
induction training and then attend internal andemdl training events which not only build on exigtexperience
but provide an opportunity to develop new skills.

The Association’s Board of Management has five Arggd Bute Council nominees on its Board.

Reserves

At the year end the Revenue reserves balance haedto a deficit of £14.34 million excluding adjosnts for the
pension reserve. The Association is a whole staksfer organisation and it plans to make deffoitshe first 11

years of its existence. There is a pension resual to the deficit noted in liabilities on thengion scheme under
the required FRS17 valuation at £4.24 million.
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No transfers have been made to designated resémges/ear. Designated reserves are resourcesnatiwer
generated from operations, which have been set &sigrovide for planned cyclical repairs. The Agation has no
designated reserves owing to the continued lossieg) lyenerated. The Association’s business pleorjorated
planned costs for cyclical repairs across theythigar business plan. The borrowing profile therefincorporates
costs without relying upon a specific designateseree. The Association has a revolving creditlitgcof £30
million and; a fixed term loan facility of £30 nidh set aside as committed facilities with LIoydSBr Scotland plc
to fund the thirty year business plan.

The Association’s thirty year business plan wasnstted, together with its long-term repair prograenmo the
Scottish Housing Regulator to demonstrate projecechpliance with the Scottish Housing Quality Staad
(SHQS) by 2015. The achievement of this objecigvan obligation to tenants and an objective fdri@ement
written in to the transfer agreement that was sigme the Association, Argyll and Bute Council ame Scottish
Government on 21 November 2006.

Rent Policy

The Association aims to house those in need in affdededmted housing. The objective is to charge dtbte rents
based on the rents that transferred as at 21 Naxeg106, with future rent increases guaranteeénartts under
the transfer agreement to be fixed to the RetadleBrindex (RPI) + 1% for a period of five yearsipwansfer. In
addition, there is an aim to limit rent increasefRPI + 1% for a further five years after the tfenguarantee has
expired. The Association increased rents duriegoiriod by 5.0%, being made up of RPI (Septemb@s Dffice
of National Statistics) figure of 5.0% with no atildin of the 1%.

Risk Management

The Association has a Risk Management Strategyrrdated by its Board of Management based on the know
risks. The Association has a risk management yolihich remains under review by the Senior Manag@m
Team. The internal audit needs assessment compdetday the previous year determined the workflothe
Association’s external internal auditors. The iing audit service completed their review of alamied work
during the period amounting to 28 pieces of conaletork totalling 17 audit days. The outcomes tdrimal audit
reviews were considered by officers and reportethéoFinance and Audit Committee of the Associati@uring
the year reviews of process and procedure wereunted in relation to rent increases, asset registammittee
information, rent ledger accounting, cost centraaggment and payroll.

Treasury Management Policy

Under its Rules the Association cannot enter indmdactions of a speculative nature however itemer in to
interest rate hedging instruments which may be useg@rotect the Association from interest rate .riskhe
Association operates an active treasury managepwialy, which operates in accordance with a treastrategy
approved by the Finance and Audit Committee. Thesofimtion during the year considered its Treasury
Management strategy in line with the approved godind undertook three fixed forward borrowing rangth its
bank Lloyds TSB Scotland plc. These fixings heftygvard the projected borrowings in a total amoah£17
million and were as follows. Please note howekiat ho free standing derivatives are in place r@salt of interest
rate hedging activities.

Fixed Rate Hedging

Value Term Rate
(£000’s) (years)
Tranche 1 commencing 31 March 2008 2,000 15 5.552%
Tranche 2 commencing 31 March 2009 10,000 20 5.242%
Tranche 3 commencing 31 March 2010 5,000 10 5.520%
Total 17,000

The rates quoted exclude margins which are stefipedghout the period of the borrowings and do inotude
lender’s capitalisation charges.
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In addition the Association has a £750k developmean for its new office premises in Oban whichfiised
throughout its 15 year life at 5.96% inclusive efiders’ margin and capitalisation charges.

The Association actively manages its surplus casmihimise loan borrowings and/or earn interestshart term
money market deposits. The Association does nwblofrom any other institution than Lloyds TSB $aad pilc.

Maintenance Policies

The Association seeks to maintain its propertiesht highest standards. To this end, programmesydical
repairs are carried out in the medium term to deidh the gradual and predictable deterioration aflding
components. It is expected that the cost of althelse repairs will be charged to the Income anpeBditure
Account. In addition, the Association has a loag¥t programme of major repairs which have beconoessary
since the original developments were completeduding works required by subsequent legislativengfes. This
includes replacement or repairs to components efptfoperties, which have come to the end of theimemic
lives. The cost of these repairs is to be chatgabe Income and Expenditure Account, unlessaigieed they can
be capitalised within the terms outlined in thet&tg&ent of Recommended Practice (SORP).

Going Concern

The Board has considered the Association’s goimgem status in light of the current accumulateficde and
projected future cash flow deficits and is satidfieat it has sufficient borrowing facilities to etehose deficits and
that the business plan demonstrates full repayméhtn the 30 year viability profile. In the vieaf the Board
therefore the test of being considered a goingeonhas been met.

Creditor Payment Policy

The payment policy, which the Association follovgsto pay all purchases within 28 days, althoughepayments
are settled in 14 days, and/or in accordance wétitor terms of business.

Auditors

Baker Tilly UK Audit LLP has indicated its willinggss to continue in office. A resolution for theppaintment of
Baker Tilly UK Audit LLP will be proposed at the Anal General Meeting.

By order of the Board of Management

Norman Beaton
Chairman

Date 9" September 2010
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Statute requires the Board of Management to prdpeecial statements for each financial year wigle a true and
fair view of the affairs of the Association andtlé deficit for that period. In preparing thoseaficial statements, the
Board of Management is required to fulfil the feliong obligations:

- select suitable accounting policies and applyntieensistently;
- make reasonable and prudent judgements and &stima

- state whether applicable accounting standard® Hmeen followed, subject to any material departures
disclosed and explained in the financial statementd

- prepare the financial statements on the going@wnbasis unless it is inappropriate to presurag¢ tthe
companywill continue in business.

The Board of Management confirms that the finarstialements comply with these requirements.

The Board of Management is responsible for keepirgper accounting records which disclose with reabte
accuracy at any time the financial position of #hesociation and to enable them to ensure that itfendial
statements comply with the Industrial and Providgatieties Act 1965 to 2002, the Housing (Scotlakat)2001 and
the Registered Housing Associations (AccountinguRements) (Scotland) Order 2007. They are alspamsible
for safeguarding the assets of the Associationh@nde for taking reasonable steps for the preveatiol detection of
fraud and other irregularities.

The Board of Management members have confirmedarags they are aware, that there is no relevadit au
information of which the auditors are unaware. Eatthe Board members have confirmed that they Itaken all

the steps that they ought to have taken as Boardbers in order to make themselves aware of anyaeteaudit
information and to establish that it has been comoatied to the auditor.

By order of the Board of Management

Norman Beaton
Chairman

Date 9" September 2010
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Background

Argyll Community Housing ACHA Limited (ACHA) is a ot-for-profit organisation. It is constituted as a
Industrial and Provident Society incorporated untter Industrial and Provident Societies Act 196®dRtered
Number 2661R(S)) and is registered with the Firgrgervices Authority (FSA). ACHA is also regigtdrwith the
Scottish Housing Regulator as a Registered Soaiatllord (RSL) No. 360.

ACHA took ownership of the 5,398 homes transfefrech Argyll and Bute Council on 21 November 2006.

The emphasis of ACHASs’ activities is the provisiofi quality housing at affordable rents, with tersamind
communities being involved at each stage in thisvigion: to this end the Board of Management of ACH
comprises tenants, Council representatives angbérdient representatives of the wider community.

As well as including tenants in the governancecstme, there are detailed mechanisms for consoitand opinion
seeking.

In addition to proposals to improve the currentdiog stock as a result of stock transfer, ACHAdsnmitted to
regenerating communities through the developmentesi housing stock. In terms of services, ACHA saitm
deliver a high quality services to all customesCHA's staff and office structure is organised withis aim in
mind and there is a comprehensive staff trainirdydevelopment programme to support this approach.

While ACHA's primary purpose is to improve and ntain the housing stock, ACHA's Business Plan isuibo
more than ‘bricks and mortar’. It contains progsda link housing investment and service to widemmunity
needs. It is additionally intended that the ecoico@generation of communities will be encouraged facilitated,
with local benefit in terms of employment and camgportunities.

The Business Plan is also about partnership, asAC&hnot work in isolation from the strategic piii@s of
Argyll and Bute Council and other organisationghia region. To this end, ACHA is committed to wiagk with
Argyll and Bute Council, other local housing asations and statutory and voluntary agencies.

ACHA therefore aims to improve the quality of lib¢ the residents of Argyll and Bute. One of itsimpurposes is
to provide quality houses where people want to. likentends to achieve this through the delivefy considerable
investment programme, together with the empowerneénstaff to deliver excellent services that areats-
focussed.

Review of the year’s operations
Governance
ACHA has a Board of Management which has placesiembers as follows

e Ten Tenants
* Five Council nominees
e Five Independent Members

During the year the Board of Management had sixgi@ and two leavers and although efforts were rtadecruit
new members ACHA had one vacancy on the Board afdgament at the year end.

The underlying principles of good governance arghnisational structure in ACHA are to keep the pigmion as
manageable and flexible as possible. This alloBHA to achieve its objectives of tenant-empowerment
devolution of power and decision-making acrosscivamunities of Argyll and Bute, thus developing thege of
activities that will meet the wider needs of theyl and Bute community and provide the highestliggaf service

to tenants and other customers. ACHA also takesvibw that good governance and organisationattstres
should be organic rather than static. ACHA wilersfore regularly review these structures to ensoae they
evolve as ACHA evolves itself.
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The Board of Management undertook a review of dpers in February 2009 to evaluate the risk managgm
strategy for ACHA for the forthcoming year and thias further formally reviewed in February 2010.

The Board of Management have delegated powersdoFthance and Audit Committee as it's only standing
committee to consider financial aspects of thermss. The Finance and Audit Committee’s remit kated all
aspects of financial operations, such as cash #md treasury management practices, all aspectsudit a
compliance and internal controls assurance, budgetad management account performance and contract
tendering.

Operationally ACHA is divided in to four functionafeas:

* Finance and IT

» Housing and Neighbourhood Services

» Human Resources and Corporate Services
* Investment and Regeneration

Housing and Neighbourhood Services is sub dividemfygaphically into the areas of:

* Bute and Cowal

* Helensburgh and Lomond
* Mid Argyll and Kintyre

* Oban Lorn and the Isles

Housing Stock and Other assets

At the start of the financial year, 1 April 2009 A& owned 5,093 homes. As a result of the righbiay ACHA
sold 33 homes and at financial year end it alsekbged 31 new homes for rent and therefore at 3civia010, it
owned 5,091 homes.

The expected number of house sales under righiyoMas substantially less than was originally apéited in our
business plan. This was primarily due to the dldzmnomic circumstances prevailing during the qebriThis
resulted in lower than forecast sales receiptsrasuat of right to buy but higher than expecteatakincome during
the period.

The housing stock at 31 March 2010 by type is bmak@wn as follows:

Rentable Stock 2010 2009

General Needs Houses 4,886 4,890

Sheltered Housing 205 203
5,091 5,093

The housing stock at 31 March 2010 is by geograblaicca broken down as follows:

Houses 2010 2009
Bute 513 513
Cowal 905 909
Helensburgh and Lomond 1,023 1,015
Islay 331 334
Kintyre 829 819
Lorn and the Isles 910 917
Mid Argyll 580 586
5,091 5,093
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Sheltered housing

ACHA's sheltered housing stock is located in ninenplexes across Argyll and Bute:

Sheltered Housing stock 2010
Bute 34
Cowal 42
Helensburgh and Lomond -
Islay 10
Kintyre 12
Lorn and the Isles 64
Mid Argyll 43
205

ACHA has no sheltered housing in Helensburgh anddrmd area.

ACHA implemented the outcomes of a review of ShetleHousing during this financial year with servatearges
being applied to all sheltered homes to reflectojperating costs of those homes.

Other assets

In addition, ACHA owns other assets as a resulhefstock transfer. These include a number of g@ragd garage
sites which are let primarily to tenants but alsmers who have bought under the right to buy. Gémages are let
at nominal rentals which reflect the condition dewkl of repairs carried out to the garages. Tiglémentation of
a garage clearance and rationalisation strateghenearly part of the financial year saw a numbfevad and
particularly poor condition garages demolished.e Ekisting cleared sites are retained by ACHA ailag be used
at a future date for development or alternate pagepauch as car parking. The existing garagewsilielse re-let on
a more sustainable rent and repair terms in future.

Rentable Stock 2010 2009
Garages 208 410
Garage sites 134 137
342 547
Garages
Garages Garages

2010 2009
Bute 8 22
Cowal 19 43
Helensburgh and Lomond 181 248
Islay - 52
Kintyre -
Lorn and the Isles - 8
Mid Argyll - 37

208 410




ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
BOARD OF MANAGEMENT’S OPERATING AND FINANCIAL REVIE W STATEMENT

For the year ended 31 March 2010

Garage Sites
Garage sites Garage sites

2010 2009
Bute - -
Cowal 13 13
Helensburgh and Lomond - -
Islay - -
Kintyre 48 48
Lorn and the Isles 48 51
Mid Argyll 25 25

134 137

ACHA also owns and operates lettings at three tliagepeople sites:

Travelling People sites 2010
Dunoon, Torlochan 10
Lochgilphead, Dunchologan 14
Oban, Ledaig 8
32

The Oban and Lochgilphead sites were improvedgtist to transfer. During the year the Dunoon sites closed
for half of the financial year whilst £260,000 ofuoh needed improvements works were undertakenetcsith
supported by Scottish Government grant.

ACHA owns, or has a direct interest in, the follogriother assets:

Non-Rentable Stock 2010
Play areas 33
Private water supplies 12
Private sewage systems 36
Offices 2

83

These elements give rise to maintenance obligatioligio not attract any rental income stream. Theogiation
has received grant funding for the initial maintece of these related assets.

ACHA owns four small shop units in Helensburgh; leeer these are let under a peppercorn lease t@ah lo
charitable furniture recycling organisation, Beadwust.

ACHA owns its registered office in Ardrishaig at-63 Chalmers Street.

During the financial year ACHA embarked on its ffioffice development project in Oban. This projeegulted in
the acquisition of a site from Highland and Islatigerprise at Glenshellach Business Park. Dutegperiod
ACHA achieved the successful award of contracts eretction of the building. The project ran to time
specification and budget with the creation of aZBB0 asset which will provide much needed highityuaffice
space for the long term in Oban for ACHA. The pobjwas financed by private finance repayable avéb year
term.

The right to buy resulted in 33 homes being soldnduthe year. ACHA received more applications bgar many
did not progress to conclusion. We are of the vibat the general economic and borrowing climates wat
conducive for tenants to buy their own homes astgage finance availability became more difficultdiotain for
low income earners. ACHA recognises our tenamgistrto buy their own home but the loss of affordaltousing
stock in some of our most remote and small comrias@an cause major housing issues locally.

10
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ACHA is therefore seeking, in partnership with thider local registered social landlords and Argild Bute
Council, to obtain Pressurised Area status forspafrour stock. If granted this will mean that aratorium of five
years will be placed on the right to buy for newacies.

The Housing (Scotland) Bill currently progressidgough committee stage in the Scottish Parliaméns do
further restrict the right to buy and we anticipaat if enacted this will further reduce the lasfsprecious
affordable housing stock.

The Association was subject to its first regulatorgpection by the Scottish Housing Regulator dur2®09/10
which was a significant undertaking during the yedihe inspection identified that, “ACHA is a rélaly young
organisation that was formed to receive housessfeared from Argyll and Bute Council. It faces anga of
challenges and has worked well to improve mosttofervices over a relatively short period of tiame “The
Association has made good progress on most ofahenitments it made to its tenants and has strengthsding
estate management, access to its housing listdialreporting and it is building good quality ndwuses”.
ACHA received a “fair” rating from its regulator as result of the inspection process and followihgt tits
regulatory plan engagement level has been amended“‘High” to “Medium”.

ACHA increased its rents for all stock by RPI omiythe start of the financial year which is beldve trental
guarantee given to tenants of RPI + 1%. The nonin@kase for the year was therefore 5% based pte®ber
2008 RPI data. The average rent across all stothei current year rose to £58.25. The 2010/1héiiad year rent
increase is RPI+1% or 3.4%, with RPI being 2.4%.

ACHA had 40 new lettings during the year and 454ets, of those 494 lettings, 213 or 43.12% wesessed as
statutory homelessness by the local authority.

As at 3f'March 2010 the common housing register HOMEArbgiti 3,343 applicants on its list.

ACHA has a number of properties, which are classetbw demand. ACHA is working on a strategy t@iliave
these properties to let and where letting has re@nbpossible. In Campbeltown a strategy for tlfigiure
regeneration is being developed.

ACHA at financial year end had 50 properties vokICHA's average days taken to let a property isi&8s against
its target of 25 days.

ACHA's rent lost through voids amounted to £351,3212.58% of net rent receivable against the pyear of
£273,227 or 2.01% and a target void rent loss B8%. This adverse outcome is owing to a deteriomnaiti letting
times across general needs stock. This is beinigeased in the coming financial year through a remdf
measures.

ACHA's new garage strategy of demolition and redisental is designed to arrest the void performasfogarage
lettings whilst balancing costs of maintenance anpgrovement. This was completed during the yeat e
benefits of that strategy should be evident newritial year.

ACHA received approximately 51.20% of its total amce from housing benefit payments in comparisorh wit
2008/09 where 51.74% of all of its rental incomenirhousing benefit payments direct from the Locath@rity.
ACHA has 47.55% of its tenants in receipt of fullusing benefit and 12.45% who receive partial hugsienefit
payments.

11
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Housing & Neighbourhood Services

ACHA provides services to tenants, owners and othestomers from a network of 9 local offices lodate
throughout Argyll & Bute. Through partnership wargi with other local Registered Social Landlords, strive to
deliver services to tenants in Island or rural camities where there are no ACHA offices.

Our services are developed by taking into acccumtvtews of and comments from our service userg. cefry out
consultation as a matter of course on a wide rafigervices and have recently undertaken outdwstprehensive
Tenant Satisfaction survey which invited 100% of tenants to feedback their views on ACHA. Thedferk
from this survey will help provide direction, froservices users, on the way services will be dedidén the future.

Performance is monitored via Key Performance Indisa and, where appropriate, local performance
measurements. These are primarily based upon thmual Performance and Statistical Return indicat@nsr
Board and four Area Committees are routinely predidvith a suite of performance reports. ACHA opesad
Common Housing Register, HOMEArgyll, in partnershifth three other local Registered Social Landlords
Following consultation, a review of the Policy amditing list was undertaken towards the end of 2009

The repairs service is operated by a mix of in baeams and private contractors. We are able & affepairs by
appointment service across most of our operatiag.aPerformance and customer satisfaction is lglosenitored.
Tenants using our repairs service are asked toiggdeedback by a number of methods i.e. repatisfaation
cards, post inspection and telephone call backs.

As a collaborative “wider role” project ACHA now mages a team of 4 Welfare Rights Officers who agkist not
only ACHA tenants with Benefit advice but also tetsaof West Highland Housing Association and Duihdmi
Housing Association. It is anticipated that thisjpct will achieve significant outturns in termimproved take up
of Benefits.

ACHA's current rent arrears performance based @enAhnual Performance and Statistical Return dateanes
consistent against the prior year and is brokenndasvfollows by area:

Current tenant rent arrears £ Percentage of
rent charged

Bute £35,336 2.45%
Cowal £63,044 2.39%
Helensburgh and Lomond £47,350 1.66%
Mid Argyll £25,525 1.48%
Kintyre £44,893 1.96%
Oban Lorn and the Isles £54,329 2.07%
Islay £14,794 1.59%
Total current tenant arrears £285,271 1.97%

The Association’s current rent arrears target38a.

ACHA's former tenant arrears for the financial yeeere £249,210 for 2009/10 which equates to appratély
1.82% of net rent charged during the year. Of #@nabunt £53,648 was written off during the yearnas
recoverable. ACHA did however recover £33,500 ofrfer tenant debt due to it during the financialryea

ACHA is actively working to resolve the outstandifigrmer tenant arrears and recover where possible i
accordance with its policies.

ACHA issued 715 notices of proceedings to recowarshs from tenants for rent arrears against thoe pear figure
of 802 which is a reduction of 11%.

12
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In respect of anti-social behaviour ACHA receive89 omplaints during the year as against last gaarmber of
complaints which was 548, a reduction of 29%. ACHsued 11 notices of proceedings in respect a$ail
behaviour and applied for 5 interim orders resgltin 7 acceptable behaviour contracts being puytlace. This
demonstrates ACHA's strong stance on nuisance heigls and antisocial behaviour is being delivered.

ACHA sought to commence legal action to recoverskgurom our tenants in 122 cases which was 35%rltvan
in 2008/09. Of that figure ACHA was granted decteevict 34 tenants from our properties throughbet year
which is lower than the previous year.

ACHA received requests to carry out 24,931 respenspairs during the financial year which is ar%/reduction
on the previous year. Of that number the breakdeas as follows:

Repairs
completed Target
Repairs 2010 ontarget Percentage Percentage
Emergency Repairs (2 hours) 5,286 5,041 95.37% 098.0
Urgent Repairs (5 days) 5,497 5,246 95.43% 95.00%
Routine Repairs (20 days) 5,666 5,549 97.94% 95.00%

ACHA operates repairs by appointment in areas iithvhi has its own in house repairs team and thpoimpments
performance for the year was as follows:

Repairs appointments 2010 2009 2008
No. appointments made 9,533 8,133 5,693
No. of appointments kept 9,510 8,107 3,354
Percentage 99.76%  99.68% 58.91%

The Association has a 100% target for repairs appp@ints made and kept.

ACHA issued 13,440 repair satisfaction cards téetgnts regarding repairs and received 3,692timmemounting
to 27%.

In addition ACHA contacted more than 1,246 tendaytphone to ascertain the quality of the servicevioled and
sent 1,373 post inspection surveys.

ACHA carried out 3,931 pre inspections of repairkgato be carried out equating to 17% of the repairdertaken.
ACHA also carried out 3,110 post inspections eaqupatd 19% of repairs undertaken. Tenant satisfaat&urns
issued were 6,311 and of that number 6,066 teretigfaction returns or 99.8% were satisfied witk thiorks
carried out.
ACHA was not inspected by the care commission btdims its care commission status in respect afhdtered
complexes.

Human Resources and Corporate Services

Is a central support department responsible fowigiog all HR services, as well as training and elepment,
which is also responsible for administration, comea secretariat, compliance and facilities managgm
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
BOARD OF MANAGEMENT’S OPERATING AND FINANCIAL REVIE W STATEMENT

For the year ended 31 March 2010

The underlying principles of good governance arghnisational structures in ACHA are to keep theanigation as
manageable and flexible as possible. This wibwIlACHA to achieve its objectives of tenant-empawent,

devolution of power and decision-making acrosscivamunities of Argyll and Bute, thus developing thege of
activities that will meet the wider needs of theyl and Bute community and provide the highestligyaf service

to tenants and other customers.

ACHA's Rules are based on the Model Rules for aeFadStructure (October 2001) issued by the Sdottis
Federation of Housing Association’s (SFHA).

The organisation is developing the depth and defailata required in terms of management infornmet@passist at
all levels.

ACHA have Scott Moncrieff as Internal Auditors whave completed an audit needs assessment anddcautie
their second tranche of internal audit work repaytilirectly to ACHA's Finance and Audit Committeghe audit
needs assessment plans for substantial testingliofgs, procedures and processes during the folipwear.

ACHA has established a risk management policy andairying out a full organisation wide risk registin
conjunction with the internal audit findings andués.

ACHA have set up a Health and Safety Committee émitar and control Health and Safety with a fulunal of
risk assessments.

ACHA have entered into lease arrangements withGbencil for office accommodation in various locatsoand
will be determining changes required where acconatiod does not meet our long term needs.

ACHA is committed to a high standard of trainingladevelopment for both Board and Area Committee bem
and for staff of ACHA.

ACHA's Human Resources and Corporate Services fires responsible for reviewing ACHA's trainingategy
annually and for reporting recommendations on charamd further developments to the Management Board

The department has a Training and Development pesponsible for co-ordinating training and develept
programmes for staff and Board Members. This dgolves co-ordinating a regular training needsasmsent and
an annual training and development plan.

ACHA is committed to being an equal opportunitiespéoyer and welcomes recruitment applications fralin
sectors of the community. Our policies have bemrebbped in line with good practice and currentdiagion.

ACHA have a number of communication channels torimfand consult with our employees, which inclueigular
fortnightly email updates, quarterly staff liaisgroup representatives meetings, quarterly Chiefchtkee “Road
shows” and an annual full staff conference.

The department supported the 185 staff in ternadl dfuman resources aspects. The staffing compieisdroken
down as follows:

Staffing breakdown 2010 Percentage
Office staff 142 7%
Care/Support staff 22 12%
Trades staff 21 11%

During the year ACHA recruited for 19 posts whistRi7% lower than the previous year. The departmetessed
237 applications for those posts providing intemseand selection services to recruiting departments
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
BOARD OF MANAGEMENT’S OPERATING AND FINANCIAL REVIE W STATEMENT

For the year ended 31 March 2010

During the year ACHA carried out a staff satisfaotisurvey which is used to identify areas of sttergnd
weakness. ACHA's staff satisfaction with their dayer has significantly improved during the year@kws:

Satisfaction with employer 2010 2009 2008
Satisfied 86% 82% 62%
Neutral 11% 15% 29%
Dissatisfied 4% 3% 9%

During the year 102 staff completed external traincourses and 65 staff completed internal traimiogrses, a
45% increase on the previous year.

ACHA's staff ethnicity is made up as follows:

2010 Percentage 2009 Percentage
Scottish 152 82.16% 154 84.15%
Other British 25 13.51% 23 12.57%
Irish 2 1.08% 3 1.64%
Any other white background 4 2.17% 1 0.55%
Mixed 2 1.08% 2 1.09%

ACHA has 6 members of staff who consider themselodmve a disability or 3.24% of staff.

ACHA has 119 female staff and 66 male staff, aorafi male to female staff of 1:1.8. The earningsor for
females to males in ACHA is 0.81, with average emymfor females at £12.34 and males at £15.29.

ACHA received 18 formal complaints through its Stdgomplaints policy during the year.

There were 28 reported health and safety incidéuatig the year, 18 personal injuries, 6 vehicldants and 4
incidents of verbal or physical abuse against stegfiinbers.

ACHA carried out 43 Health and safety risk assesgsnguring the year which was in excess of plaimedbers.
ACHA currently has 292 members and has been agtreetuiting via newsletters and other media.

The department supported the monthly Board of Manmamnt meetings and the four area committees im Hiei
monthly meetings.

The department has managed the internal audit saddring the year resulting in a completed infeandit needs
plan. No major risk issues were highlighted durihg year by the internal audit services. ACHAlé&veloping
further the next cycle of its internal audit neetin and has established a plan of work for thieohg year.

ACHA actively engages with its union and non unmembership. ACHA communicates via a regular mgnthl
newsletter with its staff and other less formal hedsms.

ACHA projects no significant increase in staffingmbers in future years.
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
BOARD OF MANAGEMENT’S OPERATING AND FINANCIAL REVIE W STATEMENT

For the year ended 31 March 2010
Investment and Regeneration

The Investment and Regeneration department hasmaither challenging year delivering the main progree of
works, the repairs to the existing homes to brirggt up to the Scottish Housing Quality Standard@SHby 2015
as per the transfer commitments.

ACHA has delivered the following elements of workrithg the period:

Investment programme Outturn  Planned Percentage
No of kitchen/bathrooms completions - Units 2,581 ,12% 121%
No of window/door completions - Units 927 547 169%
No of heating/rewire completions - Units 440 1,386 32%

No of roof/roughcast completions - Units 94 158 55%

ACHA ended its contractual arrangements by mutgaéement with its heating and rewiring contractod as
currently going through an EU procurement procesafnew contract.

The total number of elements required for compietibis year of all types was 4,216. ACHA deliveg®42
elements equating to 96% of the targeted objectwing to the mix of elements replaced differinguiagt the
planned targets expenditure was down 24% agaimgdidorecast overall. The under spend will beiedrforward
into future years to ensure delivery with the SHQS.

The department is responsible for the planned reaamtce of private water supplies, sewage systeptie $anks,
in sheltered complexes water treatment systents, ibmmunity alarm systems and fire alarm systeimsddition
the department is responsible for ensuring thasgéety maintenance and certification takes placequired under
our statutory obligations and maintenance of sii@ heating systems.

The planned maintenance programme also includemdienance of common closes and stair wells irstmck.

The departments’ regeneration or new stock devedmpmactivity has been significant this year as enad by the
following analysis:

Regeneration Outturn  Planned %
Site Starts 29 29 100%
Completions 35 32 109%

ACHA received allocations of housing grant for #egjuisition of a number of sites during the yeaiciwere not
planned for at the start of the financial year.

ACHA is currently developing sites as follows:

Site Units
Highfield Bowmore 3
Park Square Campbeltown Ph 2 30
Croft Avenue, Oban 8
Builders Yard, Ardrishaig 18
Total 59
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The department was a key member of the project tidivering the new office building in Oban duritige year.

The department has implemented the garage stratkigh is expected to result in long term savingseispect of
void rentals and maintenance costs.

The department has also implemented the play &r@agy to support the play areas owned by ACHA.

The department has supported ACHA's planned dsfliwérdisposal of small uneconomic pieces of lanchmu
around our estate in accordance with the estalliplodicy resulting in small capital receipts andiueed future
maintenance costs.

The department has also been key to the developofeACHA's planned future regeneration programmel an
significant work has been undertaken in evaluating feasibility assessing sites for developmerieténcluded in
future bids for housing association grant.

Finance and IT

The department provides a range of financial am@ating services to ACHA as well as ensuring @& hayel of
IT support.

The department ensured that business plan supot fpr the year of £9 million was drawn down digrthe year
in accordance with the grant offer from Scottismidters.

ACHA actively monitors its cash flow position acsaal its bank accounts on a weekly basis to erthatdt always
has sufficient funds to meet its short term oblma. Surplus funds are invested in money mar&pbsdits with our
bankers, Lloyds Banking Group’s Treasury Departmerdccordance with our established treasury manage
strategy.

The department revised its Brixx business planmmaglel. ACHA did not breach any financial or nonafcial
covenants with its lender during the year. ACHA diowever renegotiate its borrowing facility duritige last
quarter of the previous year and this was conclughaty in this financial year. The renegotiatidntloe facility
ensures that ACHA continues to have borrowing ciépac support the 30 year business plan whilsthatsame
time taking the opportunity to scale back commitfedilities in the until 2012. At the same time #ss
renegotiation new private finance, over and abdwe ttansfer business plan of £7.3 million for regation
activities and £1 million for office developmentiaity was concluded.

Although ACHA had entered into forward fixes pasirisfer the static base rate level of 0.5% throughie year
and the active treasury management policy togetlier lower than forecast expenditure has meant ithtarest
costs for the year are much lower than originalie€ast.

Right to Buy sales were substantially less tharjepted at transfer with only 33 properties beintgl smainst pre-
transfer projections of 80. This has little impatterms of operating finances due to the naturthefright to buy
agreement entered into at transfer. The reducetbars of right to buy sales are likely to assistH¥Cin future

years as they will improve asset cover ratios éibure planned borrowings.

The department received a desk top security vaindtr the housing stock which identifies that thes sufficient
security at market value to support projected fituwrrowing.

ACHA complied with lending covenants during theafirtial period.
ACHA had a void loss figure of 2.41% of all rentatome, including garages, for the year. The veiut loss for
houses alone was equivalent to circa 2.05% of ADHA'’s void management costs were also ahead péetation

due to the particularly poor quality of homes belr@snded back by abandoned, evicted or leaving tenahCHA
attempts to recharge for these costs where it can.
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ACHA had approximately 52% of its tenants’ rentcb&o it direct by housing benefit at the end of fimancial
year. ACHA receives benefit payments on a fourkiyeeycle matching with ACHA'’s rent profile and necing
technical arrears entirely from our figures.

ACHA continues to actively pursue non-payment ot feom current and former tenants to maintain¢hesels.

The IT section of the department has ensured ti@t/A systems are able to cope with future developgmeéen
operating software and has embarked on a revidiv gfstems and an EU procurement package.

Financial Review
Income & Expenditure
Income

The Association’s general needs rental income at9BLmillion for the year was 1% higher than forgaue to the
impact of lower than expected right to buy salg®e RAssociation’s garage rents and other incomeasdsrecast
for the year. The Association did not receive $tupporting People income for 2009/10 to pay foitehed housing
warden services although this had been forecafteabeginning of the year. Sheltered housing sercharges
were introduced in August 2009 to mitigate the losSupporting People funding.

Bad debts at the year-end in comparison with pyears were consistent, however they were againfisigmtly
higher than forecast. This is because provision mvade to write off former tenant rent arrears ith dimd current
arrears and sundry debtors in accordance with lestald accounting policies. Bad debt assumption$ufoire years
have now been revised to be in line with experience

Rent lost from voids was 29% higher than the pyear. Void management strategies are being intiediuc

Grant income of £9 million was received during trear relating to business support grant; this w94 of the
monies due. In addition the Association receivdd/Z million in Housing Association Grant for newoak
development relating to its development sites & fthancial year. The Association’s expected oution related
asset improvement resulted in the Early Action FRithted Assets grant monies draw down being £2illon as
forecast.

The Association also received £246k in grant fdsand adaptations to properties and £34k of widlerfunding
to support the welfare rights officer FISH projettvelopment. The Association’s other income gepdratas
significantly improved on the recovery of coststsas for insurance claims, fire raising, vandalesmad malicious
damage.

Overall income was approximately 2% less than faseat the start of the year.
Expenditure

Management costs were 1% higher than forecast lhvaraese were well managed during the period &ding to
budget forecasts. The management cost per un0f@9/10 is £958 against the prior year figur€@87 per unit.
In comparison however reactive maintenance costs haduced by 18% reflecting the transfer of staffcost
internally from £4.1 million last year to £3.38 figh in 2009/10 as responsive repairs remainedcstafring the
year. The responsive repairs average repair @stipit was £679 this year against the previous ydach was
£800 per unit.

The Association’s cyclical and planned maintenaspend for the year was 14% higher than the preweas but
was significantly lower than forecast owing to wiffities principally with pre painter works and osva agreement
where common ownership occurred.

The Association’s regeneration activities expergghan over spend in the latter part of the yedar886. This was

due to the Association gaining access to additidleaielopment opportunities through the Scottish ésoment’s
accelerated funding stream.
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Total expenditure for the year was therefore 21%elothan planned for the year.
The operating deficit was lower than had been fasebut was still a substantial operating deficE230 million.

The Association made some modest gains on salerfgito buy sales at £173k. These were lowen thed been
expected as a result of the much lower than planigétto buy sales occurring as a direct resuthefwider macro
and micro economic position.

Bank interest earned at £28k was greater than dstemwing to higher cash balances due to lower fiianned
expenditure. The much lower spend levels agalestriajor works programme and the effect of statiROR rates
during the year meant that the Association’s irsecests, at £709k, were 45% lower than forecast.

The Association had fixed debt of £12 million at ttart of the year, during the year all additiateit was LIBOR
linked until the last day of the financial year wihe further £5 million became fixed rate debt. Biffece loan was
created as fixed rate debt of £750k. As a reseltAbsociation’s borrowing of £20.05 million at yeard was 88%
fixed.

The deficit for the year was £2.8 million.
Balance Sheet

The Association is starting to increase its targfided assets as a result of the regenerationsmelng undertaken
to develop new stock. This year saw a signifiGgaatease in that development coming on stream wmibhe than
£14 million worth of housing assets being developad the Oban office in the last three years. Tirautative
value of grant received to support housing develmnincreased by 98%, to £9.8 million. The Assdoiat
continues to operate on the basis that its tramesfestock is valued at nil cost in its balance shee

The Association considered in some detail whethmgrairment had occurred during the year and wasi@ftew
that a review was not required primarily on theibad the valuation of its stock for security pusgs based on
existing use valuation for social housing.

In terms of current assets the Association hasodelatf £3.5 million of which the majority is gramsceivable at
£1.034 million and is comparable with previous gear

Current liabilities are slightly less than the poas year. The Association however has experieacestiuction in
trade creditors of £2.1 million and an increaseadtruals and deferred income of £1.98 million. Netrent
liabilities have improved year on year and our entrassets exceed current liabilities by £0.54 ionillin
comparison with the deficit of £0.44 million in th@ior year. Total assets now substantially exceedent
liabilities.

Long term borrowing has increased from £12 millimn£20.05 million during the year. The net defibis
increased year on year by £2.81 million prior tagien adjustments. There is an adjustment asuit ifseflecting
the FRS17 Pensions deficit which was not unexpected

The Association’s business plan is dependent oraggrifinance and therefore long term debt is nowjepted to
peak at £53.0 million in year 21 post transfer Vith repayment by year 28 post transfer.

The Association is required to consider in someaiti¢he going concern statement and has assesaeavitihh a
committed funding facility supporting its 30 yearsiness plan it is a going concern.

Accumulated deficits are now £18.58 million inclngithe pension reserve.
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The Future

ACHA continues to drive forward its objective on#id in the transfer business plan and has prodaacedised
business plan for the period 2009 to 2012.

ACHA has implemented the 2010/11 rent increasénia With the transfer agreement commitments at RR%,
(3.4%).

ACHA continues to develop its policies and proceduior operational management based on best prapiidance
in the social housing sector and the wider corgosattor where appropriate.

ACHA is involved in determining the way forward liespect of meeting the growing housing waitingihsrgyll
and Bute. ACHA is seeking new ways of working wathof its partners to our mutual advantage.

ACHA is developing innovative new approaches toding support and use of our combined resource®lived
strategic outcomes for us and our partners.

ACHA has established its factoring service for fermArgyll and Bute Council house owners who havecpased
their homes under the right to buy, this will betfier expanded during the forthcoming year. ACHAégking to
engage with partners in ways of developing solgitmprivate housing market renewal where therecaremon
shared elements in our properties.

ACHA aims to make significant inroads into the miajepairs investment programme during 2010/11 tiinoilne
framework agreements entered into with key contracand suppliers and new agreements with heatiul
rewiring contractors.

ACHA continues to drive forward the completion b&ttransfer business plan commitments in respestnfice
reviews scheduled for completion, e.g. the EU teindeof IT services to develop Information and Coumication
Technology for the future needs of ACHA, its tersaiits stakeholders and partners.

There are challenges ahead for ACHA over the rinantial year in many areas; the greatest challpnggently is
the further possible loss of funding for the depahent of new housing stock. In a wider sensertipact of central
government spending reviews, the consequencegearhational capital market impacts on macroecondinaal
and monetary policy and its effect on public furgdis yet to be determined. The impact of thiseserved matters
such as housing benefit and proposed reforms @naeen, in respect of devolved matters the impachausing
association grant is the one which is most keerdjched at present. The wider effects of Europedt doncerns
and future fiscal stability are likely to continte present challenging times for our funding patrend borrowing
in terms of both price and availability is likely temain uncertain.

The Board has sought the views of tenants, staffather stakeholders on its activities and willdigesting that
further during this financial year and how it resgs to that.

ACHA considers that we continue to develop a striutigre based on a combination of capability, mation, drive
and commitment to deliver an efficient and effegtibut above all first class service for our tenaams the
communities in which they live and we are a part.

This Operating and Financial Review statement leenlprepared in accordance with the Accounting datals
Board’s 2006 reporting statement requirements.
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The Board of Management acknowledge their ultimasponsibility for ensuring that the Associatiors ma place a
system of controls that is appropriate to the waribusiness environments in which it operates. s@loentrols are
designed to give reasonable assurance with respect

- the reliability of financial information used withthe Association or for publication;
- the maintenance of proper accounting records; and
- the safeguarding of assets (against unauthorigedrugisposition).

It is the Board of Management's responsibility siablish and maintain systems of internal financ@itrol. The
Board of Management can only provide reasonableraisse and not absolute assurance against mdieanatial
miss-statement or loss. Key elements of contralside ensuring that:

- formal policies and procedures are in place, inogidhe documentation of key systems and rulesimglao the
delegation of authorities, which allow the monibgriof controls and restrict the unauthorised usethef
Association’s assets. Core policies have beenlettatl and others are being further developedeagé$isociation
becomes more established;

- experienced and suitably qualified staff take resfimlity for important business functions. Annwdpraisal
procedures have been established to maintain stinabperformance;

- forecasts and budgets are prepared regularly vetiotv the Board of Management and staff to mortiter key
business risks and financial objectives, and pssrewards financial plans set for the year andrteédium term;
regular management accounts are prepared prongudyiding relevant, reliable and up-to-date finahand
other information, and significant variances froutifets are investigated as appropriate;

- the Association’s performance against the stoaisfea business plan is reviewed regularly.

- all significant new initiatives, major commitmerdsd investment projects are subject to formal aigtion
procedures, through relevant sub-committees comgriBoard of Management members and Co-optees;

- the Board of Management reviews reports from tBeinior Management Team, staff and from the inteaindl
external auditors, and from specialised consultentovide reasonable assurance that control guses are in
place and are being followed. This includes a ggmeview of the major risks facing the Associatio

- formal procedures have been established for itistifuappropriate action to correct weaknesses iftkghtfrom
the above reports;

- an Internal Audit Needs Assessment has been dexttlop the Association in accordance with estabdishalit
practice and internal audit has been in operaltiyear.

The Board of Management has reviewed the systanterhal financial control in the Association ftyetyear ended
31 March 2010 and until the below date. To the bEis knowledge no weaknesses were found inriatdinancial

controls which could result in material losses,tis@encies or uncertainties which require disclesarthe financial
statements or in the auditors’ report on the firgrstatements.

These arrangements comply with the requirementsagmd in the Scottish Housing Regulator's and Slcettish
Federation of Housing Association’s publicationaffing Standards in Housing”.

By order of the Board of Management

Norman Beaton
Chairman

Date 9" September 2010
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
Independent Auditor’'s Report to the Members of

Argyll Community Housing Association Limited
Corporate Governance

In addition to the audit of the financial statensgentre have reviewed the Board of Management's retaté on
page 21 on the Association’s compliance with thaise on Internal Financial Control within SFHAsilplication
“Raising Standards in Housing”. The objective of oeview is to draw attention to non-compliancehatihose
paragraphs of the publication not otherwise disdos

Basis of Opinion

We carried out our review having regard to the &irl 2006/5 issued by the Auditing Practices Boartie Bulletin
does not require us to review the effectivenesthefAssociation’s procedures for ensuring compéanith the
guidance notes, nor to investigate the appropesteof the reasons given for non-compliance.

Opinion

In our opinion the statement on internal financiahtrol on page 21 has provided the disclosuresinest) by the
section on Internal Financial Controls within SFidAlocument “Raising Standards in Housing” and isistent with
the information which came to our attention assailteof our audit work on the financial statements.

Baker Tilly UK Audit LLP

Baker Tilly UK Audit LLP
Registered Auditors
Chartered Accountants
First Floor, Quay 2

139 Fountainbridge
Edinburgh

EH3 9QG

Date 20th September 2010
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
Independent Auditor’'s Report to the Members of

Argyll Community Housing Association Limited

We have audited the financial statements on pages 29, which have been prepared under the adogupblicies
set out on pages 28 to 30.

This report is made solely to the Association’s hers, as a body, in accordance with the provisidnise Industrial
and Provident Societies Act 1965 and the Friendty ladustrial and Provident Societies Act 1968. Gudit work has
been undertaken so that we might state to the Astamts members those matters we are requirethte 0 them in
an auditors’ report and for no other purpose. Eofthlest extent permitted by law, we do not aceepponsibility to
anyone other than the Association and the Assoniatmembers as a body, for our audit work, fos tieport and for
the opinion we have formed.

Respective responsibilities of Board of Managemeiaind Auditors

The Board of Management's responsibilities for arém the Annual Report and the financial statesdnt
accordance with applicable law (United Kingdom Geatlg Accepted Accounting Principles) are set auttlie
Statement of Board of Management’s Responsibilities

Our responsibility is to audit the financial statats in accordance with relevant legal and regotaquirements
and International Standards on Auditing (UK andaine)).

We report to you our opinion as to whether the rfgial statements give a true and fair view and @aperly
prepared in accordance with the Industrial and iElemt Societies Acts 1965 to 2002, the Housing {{8nd) Act
2001 and the Registered Social Landlords AccourRieguirements (Scotland) Order 2007. We also rdpoyou if,
in our opinion, a satisfactory system of internahirol over transactions has not been maintairi¢tieiAssociation
has not kept proper accounting records or if weehaoat received all the information and explanatisesrequire
for our audit.

We read other information contained in the Annuap&t and consider whether it is consistent with aludited
financial statements. The other information cosgsionly the Report of Board of Management and &jpey and
Financial Review. We consider the implications éor report if we become aware of any apparenttatesments
or material inconsistencies with the financial sta¢nts. Our responsibilities do not extend to ahgroinformation.

Basis of Opinion

We conducted our audit in accordance with Inteomati Standards on Auditing (UK and Ireland) isstgdthe
Auditing Practices Board. An audit includes exartiorg on a test basis, of evidence relevant toameunts and
disclosures in the financial statements. It atetudes an assessment of the significant estiraatfudgements made
by the Board of Management in the preparation effitiancial statements, and of whether the accogmtolicies are
appropriate to the Association's circumstancessistantly applied and adequately disclosed.

We planned and performed our audit so as to ofathithe information and explanations which we cdestd
necessary in order to provide us with sufficieritlerce to give reasonable assurance that the falestatements are
free from material miss-statement, whether caugeiialid or error or other irregularity. In formirgir opinion we
also evaluated the overall adequacy of the pretsemiaf information in the financial statements.
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Argyll Community Housing Association Limited

Opinion

In our opinion the financial statements give a tamel fair view, in accordance with United Kingdoner@rally
Accepted Accounting Practice, of the state of thsogiation's affairs as at 31 March 2010 and afdfiit for the year
then ended and have been properly prepared indarome with the Industrial and Provident SocietiessAL965 to
2002, the Housing (Scotland) Act 2001 and the Regid Housing Associations (Accounting Requirements
(Scotland) Order 2007.

Baker Tilly UK Audit LLP

Baker Tilly UK Audit LLP
Registered Auditors
Chartered Accountants
First Floor, Quay 2

139 Fountainbridge
Edinburgh

EH3 9QG

Date 20th September 2010
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
INCOME AND EXPENDITURE ACCOUNT

For the year ended 31 March 2010

Note 2010 2009

£000 £000

Turnover 2 26,502 16,937
Operating costs 2 (28,797) (25,361)
Operating Deficit 8 (2,295) (8,424)
Surplus on disposal of housing fixed assets 12 173 126
Interest receivable 9 28 156
Interest payable 10 (709) (240)
Deficit on ordinary activities before Taxation (2,803) (8.382)
Taxation on ordinary activities 11 - 14
Deficit on ordinary activities (2,803) (8,368)

All figures relate to continuing operations.

STATEMENT OF TOTAL RECOGNISED SURPLUSES AND DEFICIT S

2010 2009
Note £000 £000

Deficit for the year (2,803) (8,368)
Actuarial loss on pension scheme 29 (3,763) (646)
Total recognised deficit for the year (6,566) (9,014)
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
BALANCE SHEET

For the year ended 31 March 2010

Note 2010 2009

£000 £000
Tangible fixed assets
Housing properties — gross cost less depreciation 12 14,110 5,743
Less Housing Association Grant 12 (9,792) (4,929)
Other 13 821 92

513¢ 90¢€
Current assets
Stock and work in Progress 14 24 31
Debtors 15 3,508 3,344
Cash at bank and in hand 16 3,390 2,729

6,922 6,104
Creditors: amounts falling due within one year 17 (6,383) (6,540)
Net current assets/(liabilities) 539 (436)
Total assets less current liabilities 5,678 470
Creditors amounts falling due after one year 17 20,018 12,000
Provisions for liabilities and charges:Deferred tax 11 - -
Net liabilities before pension deficit (14,340) (11,530)
Pension deficit 29 (4,236) (480)
Net deficiency after pension deficit (18,576) (12,010)
Capital and reserves
Share capital 18 - -
Revenue reserves 19 (14,340) (11,530)
Pension reserve 21 (4,236) (480)
Deficiency in shareholders’ funds 19 (18,576) (12,010)

These financial statements were approved by thedBofaManagement on"9September 2010 and authorised for
issue and signed on their behalf by:

Chairman of the Board of Management Norman Beaton
Board member Bill Mclintyre
Secretary Roddy McCuish
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
CASH FLOW STATEMENT

For the year ended 31 March 2010

Notes 2010 2009
£000 £000 £000 £000

Cash (outflow) from operating activities 23 (2,533) (9,198)

Returns on investments and servicing of
finance
Interest received 9 28 91
Interest paid 10 (650) (240)

Net cash (outflow) from returns on
investments and servicing of finance (622) (149)

Corporation tax repayment 1 14

Capital expenditure and financial

investment
Acquisition and construction of properties (8,442) (4,618)
Purchase of other fixed assets (829) (114)
Capital grants received 4,863 3,865
Sales of housing properties 173 126

Net cash (outflow) from capital expenditure
and investing activities (4,235) (741)

Net cash (outflow) before use of liquid
resources and financing (7,389) (10,074)

Financing
Loan advances received 8,050 10,000

Net cash inflow from financing 24 8,050 10,000

Increase / (decrease) in cash in the year 24 661 (74)
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

The Association is incorporated under the Indulstiiad Provident Societies Act 1965 and is registdog the
Financial Services Authority.

1 Accounting policies

Going Concern

During the year the company made a deficit of £2rlon prior to the adjustment of the pensionene® giving a
net deficit of £6.6 million. At the balance sheete the Association had a deficiency of asse&18f58 million.
The going concern basis of accounting is consideggatopriate because the Association has an adpaeking
facility of £60 million under the business planrteet future requirements with projected peak debting at
year 21 and repaying by year 28 amounting to apprately £53.0 million at this time. The Associati® loan
asset security ratio requirement is 105%, the mexsint security valuation values the Associatianssing assets at
£161 million market value tenanted and £56 millmnyear 30, the Association therefore has more thdficient
assets to support the current borrowing and fduitgre needs at this time based on the asset aaven

Basis of preparation

The financial statements have been prepared inréacoe with applicable accounting standards, ardbmuihe
historical cost accounting rules. They comply withe Registered Housing Associations (Accounting
Requirements) (Scotland) Order 2007 and with tleeBient of Recommended Practice (SORP), Accoulyng
Registered Social Landlords 2008.

Turnover

Turnover represents rental and service charge iaconeivable from tenants and owner occupiers, &b
revenue based grants receivable from local autesriand The Scottish Government’'s Housing Regeperat
Directorate relating to housing and fees from thevizion of management services. Tenant serviegges are
levied on a basis intended to cover appropriatésecosts each year.

Cash Flow Statement
The cash flow statement represents the cash trzmssiof the Association for the period from 1 girih 2009 to 31
March 2010.

Housing properties, housing association grant and depreciation
€) Housing properties are stated at cost, all gmgpwas acquired at nil value under the stock sfiem
agreement. The Association’s policy is to captalhe following:

e cost of acquiring land and buildings;
» development expenditure including direct developinséaff costs; and
» interest charged on the development loans raisédance the scheme.

Expenditure on schemes which are subsequentlytexbavill be written off in the year in which it is
recognised that the schemes will not be developedinpletion.

(b) Improvements are capitalised where these réaudn enhancement of the economic benefits of the
property. Such enhancement can occur if the ingr@nts result in:-

e anincrease in net rental income; or
e areduction in future maintenance costs; or
« asignificant extension of the life of the property

Works to existing properties, which fail to meet thbove criteria are charged to the Income and
Expenditure account.
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

Land is not depreciated. Depreciation will barged so as to write down the value of housingenties
on a straight line basis over their remaining eated useful economic lives. In determining theairmg
useful lives for the housing stock, the Associatias taken account of views provided by both irstkamd
external professional sources. It is the Assamiédi view (based on knowledge of the stock, itsditoon,
and the future programme of component renewal)tti@stock has a very long remaining life. Thie fiér
use in the accounts will be 50 years from the dafgactical completion.

Properties are disposed of under the approprigisléion and guidance. All costs and grants irgjato

the share of property sold are removed from thanional statements at the date of sale. Any grausived
that cannot be repaid from the proceeds of saleabeted and the grant removed from the financial
statements.

Other fixed assets
Other fixed assets are stated at cost less acctedulepreciation. Depreciation is calculated tdeandown the
cost of other fixed assets on a straight line bats their expected useful lives as follows:

Computer hardware 3 years

Computer software 3 years

Furniture and fittings 3 years

Offices 50 years
Pensions

The Association participates in two pension scheasef®llows;

1.

Strathclyde Pension Fund (SPF) which is a definegkfit scheme as defined by the Local Government
Pension Scheme (Scotland) regulations 199@&ntributions are charged to the Income and Experali
account so as to spread the cost of pensions leg@miployees' working lives within the Association.

The SPF made an actuarial loss for the year entfédarch 2010 of £3,763k. The Association has taken
account of this loss in the Pension Reserve Accolimt Association has therefore adjusted the Pensio
Reserve by transferring an amount of £3,756k froenlhcome and Expenditure account to this reserve.

Scottish Federation of Housing Associations pensidmeme which is a multi employer defined benefit
scheme managed by the Pension Trust. It is noflpess the normal course of events to identify share

of underlying assets and liabilities belongingdividual participating employers. Payments arelenia
accordance with periodic calculations by consultinyaries and are based on pension costs appliaafdss
the various participating Associations taken ashalev The expected cost to the Association of peissis
charged to the Income and Expenditure Account 0 apread the cost of pensions over the serwies bf
the employees in the scheme taken as a whole.

Taxation

The charge or credit for taxation is based on tmplgs or deficit for the year and takes into actotaxation
deferred because of timing differences betweenrtrment of certain items for taxation and acciognpurposes.
Deferred tax is recognised without discountingieiapect of all timing differences between the trestt of certain
items for taxation and accounting purposes whioretaisen but not reversed by the balance sheef eatept as
otherwise required by FRS 19.

VAT

The Association was registered for VAT on 24 Ma2@10. All expenditure is shown inclusive of VAT.
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

Loans and grants

Loans are advanced by private or public lendereutite terms of individual mortgage deeds in relspéeach
development or under a global facility secured gistang developments. Grants from the Scottish Govent's
Housing Regeneration Directorate or local authesitare payable to subsidise the capital cost ofsihgu
developments. Grants from Scottish Government’sisit@ Regeneration Directorate take the form of ditog
Association Grant (HAG) funding. Advances are galtg available only in respect of those developtaamhich
have been given approval by the Scottish Governmelttusing Regeneration Directorate.

Grants in respect of revenue expenditure are eedd the Income and Expenditure account in theegagniod as
the expenditure to which they relate.

Operating leases
Operating lease rentals are charged to the Incathd=gpenditure account on a straight line basis thes period of
the lease.

Stock
Stock and work in progress is stated at the lowiepst and net realisable value.
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

Particulars of turnover, operating costs and operahg deficit

Turnover Operating Operating Deficit ~ Operating Deficit
Costs to 31 March 2010 to 31 March 2009

£000 £000 £000 £000
Social Lettings(Note 3) 23,256 25,335 (2,079) (8,265)
Other Activities(Note 4) 3.246 3.462 (216) (159)
26,502 28,797 (2,295) (8,424)
Total for year to 3March 2009 16,937 25,361 (8,424)
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

3. Particulars of turnover, operating costs and ograting surplus or deficit from social letting actvities

Rents receivable net of service charges
Rent from garages

Rent from travelling people sites
Service charges

Gross income from rents and service charges

Less voids

Net income from rents and service charges

Grants from the Scottish Ministers
Other revenue grants

Total turnover from social letting activities

Management and maintenance administration

costs

Planned and cyclical maintenance including

major repairs costs
Reactive maintenance costs

Bad debts — rents and service charges
Depreciation of social housing

Operating costs for social letting activities

Operating (deficit)/surplus for social lettings

Operating (deficit)/surplus for social lettings
for year to 31 March 2009

17

Average weekly rents at the end of the period @& 25 (2009 £53.61)

General Supported Total Total
Needs Housing For
Housing Previous
Period of
Account
£000 £000 £000 £000
13,874 500 14,374 13,707
49 - 49 75
58 - 58 55
- 84 84 22
13,981 584 14,565 13,859
(352) 1) (353) (273)
13,629 8% 14,212 13, 586
9,000 9,000 2,000
44 - 44 31
22,63 583 23,256 15,617
4,577 299 4,876 4,926
16,804 - 16,804 14,746
3,455 3,455 4,071
125 125 22 1
75 75
25,036 299 25,335 23,882
(2363) 284 (2,079) (8,265)
(8,666) 401 (8,265)

£1,854k of major repairs have been capitalisedhdutie year. All other major repairs amounting 16,804k have been

expensed to the income and expenditure account.
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

4. Particulars of turnover, operating costs and op&ting surplus/(deficit) from other activities

Grants from Other Supporting Other Total  Operating Other  Operating  Operating
Scottish Revenue People Income  Turnover Costs Bad Operating Surplus / Surplus /
Ministers Grants Income Debts Costs (Deficit) (Deficit)
for
previous
period of
account
£000 £000 £000 £000 £000 £000 £000 £000 £000
Wider role activities undertaken to support the oumity, 34 - - - 34 - (28) 6 4)
other than the provision, construction, improve nard
management of housing
Related Assets 2,450 - - - 2,450 - (2,450) - -
Aids and Adaptations 246 - - - 246 - (179) 67 (8)
Tenant and Owner Recharges - - - 302 302 (256) (274) (228) (173)
Contents Insurance - - - 74 74 - (62) 12 19
Agency/management services for registered socidldads - - - - - - - - -
Other agency/management services - - - - - - - - -
Developments for sale to registered social landlord - - - - - - - - -
Developments and improvements for sale to non-tegid - - - - - - - - -
social landlords
Other activities (Insurance claim monies received ather - - - 140 140 - (213) (73) 7
miscellaneous income)
Total from other activities 2,730 - - 516 3,246 (256) (3,206) (216) (159)
Total from other activities for previous period of account 807 - - 513 1,320 (200) (1,279) (159)
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

Housing stock
Units under development Units under management

2010 2009 2010 2009

Housing accommaodation for letting:
General Needs 59 61 4,886 4,890
Sheltered housing - - 205 203
59 61 5,091 5,093

Remuneration of members of Board of Management andirectors
No members of the Board of Management receivedamyneration from the Association.

Directors are defined to include the Chief Exeautand any other person reporting directly to théefCh
Executive or the Board whose total annual emolumamiuding pension contributions exceed £60,0Q0 pe
year.

2010 2009
£000 £000
Total emoluments payable to directors and beniefiksnd 295 299
Pension contributions 48 48
343 347

Emoluments payable to the highest paid directoclfoting pension
contributions) 91 92

The Chief Executive is a member of the Scottishefatibn of Housing Associations defined contribatio
pension scheme as disclosed in note 28. No entlaocespecial terms apply to memberships. The
Association’s contributions to the Chief Executsgdension in the year amounted to £12,593 (2009:
£12,747).

The emoluments payable to the Chief Executive @fAksociation during the period were £78,219 exolyd
employer’s pension contributions

The Association’s directors’ emoluments (exclud@msion contributions) fell within the followingbd
distributions:

2010 2009
More than £50,000 but not more than £60,000 4 4
More than £60,000 but not more than £70,000 - -
More than £70,000 but not more than £80,000 1 1
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

Staff numbers and costs

The full time equivalent number of persons emptbgad seconded to the Association (excluding board
members) in the year, analysed by category, wésllags:
Number of employees

2010 2009
Housing & Neighbourhood Services 131 121
Finance & IT 15 14
Human Resources & Corporate Services 11 11
Investment & Regeneration 17 16
174 162
The aggregate payroll costs of these persons agefalows:
2010 2009
£000 £000
Wages and salaries 4,123 4,198
Social security costs 318 317
Other pension costs 546 548
4,987 5,063

In the year there was £103,000 of development staifs that were capitalised (2009 - £nil)

Operating deficit on ordinary activities

2010 2009
£000 £000
Operating deficit on ordinary activities before taxation
isstated after charging:
Auditors' remuneration:
Audit (including expenses and excluding VAT fbetyear) 18 14
Other services 4 7
Operating lease rentals:
Buildings 314 344
Other 69 64
Depreciation 75 117
Interest receivable
2010 2009
£000 £000
Bank interest receivable 28 91
Interest on pension fund - 65
28 156
Interest payable
2010 2009
£000 £000
On bank loans 650 240
Interest on pension fur@Note 29) 59 -
709 240
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

Taxation

Analysis of charge in year 2010 2009
£000 £000

UK corporation tax

Current tax on surplus for the year - Q)

Adjustment in respect of previous years - (13)

Total current tax - (14)

(Decrease)/Increase in deferred tax liability - -

Tax (credit)/charge on deficit/surplus on ordinacyivities - (14)

Factors affecting the tax charge for the current year

The current tax charge for the year is higher thanstandard rate of corporation tax in the (2K% 2009:
21%). The differences are explained below:

2010 2009
£000 £000
Current tax reconciliation
(Deficit)/Surplus on ordinary activities before tax (2,803) (8,382)
Current tax aP1% (2009: 21%) (589) (1,760)
Effects of:
Expenses not deductible for tax purposes 14 7
Income not taxable (38) (62)
Depreciation for year in excess of capital allowesnc (1) 4
Capitalised interest 36 -
Chargeable gains - 26
Marginal relief - -
Losses 578 1,784
Rate charges - ACAs -
Adjustment in respect of prior period - (13)
Total current tax charge (see above) - (14)
Deferred taxation
The movement in the deferred taxation account dutie year was:
2010 2009
£000 £000

Balance brought forward - -
Income & expenditure account movement arising dytire year - -
Balance carried forward - -

The balance of the deferred taxation account stef the tax effect of timing differences in respof:

2010 2010 2009 2009
Potential Provided Potential Provided
£000 £000 £000 £000
(Deficiency)/Excess of taxation (5) - a7 -
allowances over depreciation of
fixed assets
Losses (3,011) - (1,784) -
Deferred Tax Asset/(Liability) (3,016) - (1,801) -
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

Tangible fixed assets - housing properties

Cost

At start of year
Additions during year
Transfers

At end of year

Depreciation

At start of year
Charge during year
At end of year

Housing association grant
At start of year

Additions during year
Transfers

At end of year

Other grant

At start of year
Additions during year
Transfers

At end of year

Net book value
At end of year
At end of year 2009

Housing
properties
held for
letting
£000

855
1,854
5,262
7,971

(20)
(75)
(95)

(4,159-)
(4,159)

(45)
(@)

3,672
835

Housing

properties in
course of
construction
£000

4,908
6,588

(5,262)

6,234

(4,929)
(4,769)

4,159
(5,539)

(04)
45
@9)

646
(21)

Total Total
2010 2009
£000 £000
5,763 1,145
8,442 4,618
14,205 5,763
(20) 3
(75) 17)
(95) (20)
(4,929) (1,065)
(4,769) (3,864)
(9,698) (4,929)
(94) -
(94) -
4,318 814
814

All properties were transferred to the Associataamil value as part of the Large Scale Voluntatgck
Transfer on 21 November 2006.

During the year 33 properties have been sold uRidght to Buy resulting in a gain on sale of £173eT
disposals in the year are nil as the stock wasteared at nil value.

Security has been granted to lenders in respdubading properties. No interest was capitalisetiausing
properties at 31 March 2010 (2009 £Nil)

In the year there was £103,000 of development stets that were capitalised (2009 - £nil) and B4k8of
major repairs have been capitalised
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

Tangible fixed assets - other

Computer Oban office Furniture Total
hardware non
& software housing
£000 £000 £000 £000
Cost
At start of year 301 - - 301
Additions during year 78 737 14 829
At end of year 379 737 14 1,130
Depreciation
At start of year 209 - - 209
Provided during year 80 15 5 100
At end of year 289 15 5 309
Net book value
At 31 March 2010 90 722 9 821
At 31 March 2009 92 - - 92
Stocks and work in progress
2010 2009
£000 £000
Maintenance Stock 24 31
Debtors
2010 2009
Reclassified
£000 £000
Rental debtors 467 995
Less bad debt provision (299) (267)
168 728
Prepayments and accrued income 476 546
Housing association grants receivable 1,034 1,690
Other debtors 2,298 607
Less bad debt provision (468) (227)
3,508 3,344

£329k of grants receivable have been reclassifiech fHousing Association Grants receivable to other
debtors in 2009, this is consistent with this ygalisclosure.
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

The above figure for rental debtors is made ufpléswns:

2010
Debtor  Provided Net
£000 £000 Debtor
£000
Due from current tenants 218 (50) 168
Due from former tenants 249 (249) -
467 (299) 168
Bad debts of £93,357 were written off during tleeigpd (2009: £20,896).
Cash at bank and in hand
2010 2009
£000 £000
Bank 3,388 2,728
Cash 2 1
3,390 2,729
Creditors: amounts falling due within one year
2010 2009
£000 £000
Loans (secured) 32 -
Trade creditors 3,133 5,228
Housing association grant in advance 21 49
Other creditors including taxation and social ségur 130 176
Accruals and deferred income 3,067 1,087
6,383 6,540
Creditors: amounts falling due after one year
2010 2009
£000 £000
Loan (secured) 20,018 12,000

An office development loan of £750k is repayableliyMarch 2025 and is repayable on an amortisirgisba
The repayment profile is shown below. The remairmidoans drawn, amounting to £19,300k, are repleyby
2036. Loans are secured by a specific chargesigtiie Association’s properties with the officarosecured
against the office development.

Due within one year 32,018
Due between 1 and 2 years 33,741
Due between 2 and 5 years 114,951
Over 5 years 569,290
750,000

39



ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

Fixed Rate Hedging

Value Term Rate
(E000’s) (years)
Tranche 1 commencing 31 March 2008 00Q, 15 5.55%
Tranche 2 commencing 31 March 2009 ,000 20 5.24%
Tranche 3 commencing 31 March 2010 006, 10 5.63%
Office Loan commencing 11 March 2010 750 15 5.96%
Total 17,750

Rates quoted are all inclusive of the rate, maagith capitalisation charges.

18. Share capital

2010 2009
Shares of £1 each fully paid £ £
At 1 April 2009 211 203
Issued in year 101 18
Paid in year - -
Cancelled in year (20) (10)
At 31 March 2010 292 211

Shares issued were in respect of new membergdighociation.

Each member of the Association holds one sha#lah the Association. These shares carry no it
dividend or distributions on winding up. When a#holder ceases to be a member the person’s ishare
cancelled and the amount thereon becomes the pyaifehe Association. Each member has a righiote

in accordance with the Association’s rules at Merslmeetings.

19. Reconciliation of movements in shareholders' funds
Total
Revenue Pension Share  shareholders
Reserve reserve Capital funds
£000 £000 £000 £000
Balance at 1 April 2009 (11,530) (480) - (12,010)
Accumulated deficit for year (6,566) - - (6,566)
Transfer to pension reserve 3,756 (3,756) - -
Balance at 31 March 2010 (14,340) (4,236) - (18,576)

20. Designated reserves

No transfer to designated reserves was made iyeine
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

21. Pension reserve
2009 2008
£000 £000
At 1 April 2009 (480) -
Transfer from revenue reserves (3,756) (480)
Reserve at 31 March 2010 (4,236) (480)
22. Commitments
(8) Capital commitments authorised and contraftiedt 31 March 2010 amounted to
Within one year
Investment programme £1.401m
Regeneration £2.25m
Within two to five years
Regeneration £0.16m
(b) Annual commitments under non-cancellable dpegdeases are as follows:
2010 2009
Land and Land and
Buildings Other Buildings Other
£000 £000 £000 £000
Operating leases which expire:
Within one year 260 - 282 43
Within two to five years inclusive 30 3 -

Over five years - - -

23.

Reconciliation of operating deficit to net cash inbw from operating activities

2010 2009
£000 £000
Operating deficit (2,295) (8,424)
Adjustments:
Depreciation on non-housing fixed assets 100 100
Depreciation on housing fixed assets 75 17
Movement in working capital:
Non cash movement in pension fund (67) (101)
Decrease in stock 7 -
(Increase) in debtors (164) (1,087)
Decrease/(Increase) in creditors (189) 297
Cash outflow from operating activities (2,533) (9,198)
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24.

25.

26.

27.

ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

Analysis of changes in net debt

At 31 March Cash flows At 31 March

2009 2010
£000 £000 £000
Cash in hand, at bank 2,729 661 3,390
Debt due within one year - (32) (32)
Debt due in more than one year (12,000) (8,018) 0,0@B)
Total
(9,271) (7,389) (16,660)
Reconciliation of net cash flow to movement in netebt
2010 2009
£000 £000
Increase/(Decrease) in cash in the period 661 (74)
Cash (inflow) from debt financing (8,050) (10,000)
Change in debt resulting from cash flows (7,389) 10,Q74)
Net debt at beginning of period (9,271) 803
Net debt at end of period (16,660) (9,271)

Group structure

The Association is a registered social landlordpiporated in Scotland and has no subsidiaries.

Contingent liabilities
ACHA has been notified by the Pensions Trust ofdbémated employer debt on withdrawal from the 8FH

pension scheme based on the financial positioh@fstheme as at 30 September 2009. As at thistliate
estimated employer debt for ACHA was approximaf&lg 9k.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2010

28. SFHA Pension Scheme

ACHA participates in the SFHA Pension Scherbe best estimate of total employer and employegributions
for 2010/11 is £96k.

The SFHA Pension Scheme is a multi-employer defibedefit scheme. The Scheme is funded and is
contracted out of the state scheme.

The Scheme offers three benefit structures to eyapsp namely:

Final salary with a 1/6Daccrual rate.
Career average revalued earnings with a"i&@rual rate.
Career average revalued earnings with a"i&e@rual rate.

An employer can elect to operate different berstfiictures for their active members (as at the fieyy of
April in any given year) and their new entrants. émployer can only operate one open benefit strecit
any one time. An open benefit structure is onectvimew entrants are able to join.

ACHA has elected to operate the final salary with&d" accrual rate, career average revalued earningjs wit
a 1/60" accrual rate benefit structure for active membersta31 March 2009 and the final salary with a
1/60" accrual rate, career average revalued earnings avit/68' accrual rate benefit structure for new

entrants from 01 April 2009.

The Trustee commissions an actuarial valuationhef $cheme every 3 years. The main purpose of the
valuation is to determine the financial positiontbé Scheme in order to determine the level ofréutu
contributions required so that the Scheme can itepénsion obligations as they fall due.

The actuarial valuation assesses whether the S¢haiseets at the valuation date are likely to Hécgent

to pay the pension benefits accrued by memberd #seavaluation date. Asset values are calculated b
reference to market levels. Accrued pension benefie valued by discounting expected future benefi
payments using a discount rate calculated by neferéo the expected future investment returns.

During the accounting period ACHA paid contributiaat the rate of 16.1% of pensionable salaries. béem
contributions were 7%.

As at the balance sheet date there were 8 activebers of the Scheme employed by ACHA. ACHA
continues to offer membership of the Scheme teritployees.

It is not possible in the normal course of evewotddentify the share of underlying assets and litzs
belonging to individual participating employersFHA is a multi-employer scheme where the schemetsss
are co-mingled for investment purposes, benefispaid from the total scheme assets, and the batitn
rate for all employers is set by reference to therall financial position of the scheme rather than
reference to individual employer experience. Adaugly, due to the nature of the Plan, the accognti
charge for the period under FRS17 represents tipdoger contribution payable.

The last formal valuation of the Scheme was perémnas at 30 September 2006 by a professionally
qualified actuary using the Projected Unit Creddthod. The market value of the Scheme’s assetiseat t
valuation date was £268 million. The valuation eded a shortfall of assets compared with the value
liabilities of £54 million, equivalent to a pastreee funding level of 83.4%.

The Scheme Actuary has prepared an Actuarial Repattprovides an approximate update on the funding
position of the Scheme as at 30 September 2008h &wveport is required by legislation for yearsvinich a

full actuarial valuation is not carried out. Thumdling update revealed a decrease in the asstts 8tcheme

to £265 million and indicated an increase in thergall of assets compared to liabilities to appnaately
£149 million, equivalent to a past service fundiexgl of 63.9%.
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The Current triennial formal valuation of the Scleemas at 30 September 2009, is being undertakem by
professionally qualified Actuary. The results bétvaluation will be available in Autumn 2010. Tihdial
analysis of the triennial valuation outcome is thia¢ total contribution rate must increase to 7% of
pensionable earnings for all existing benefit amgistructures from April 2011.

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

% pa
- Investment return pre retirement 7.2
- Investment return post retirement 4.9
- Rate of salary increases 4.6
- Rate of pension increases
pension accrued pre 6 April 2005 2.6
pension accrued from 6 April 2005 2.2

(for leavers before 1 October 1993 pension emes are 5.0%)

Rate of price inflation 2.6

The valuation was carried out using the PA92C20a&rtscohort mortality table for non-pensioners and
PA92C2013 short cohort mortality table for pensisneThe table below illustrates the assumed life
expectancy in years for pension scheme membegea@using these mortality assumptions:

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

The long-term joint contribution rates requirednfremployers and members to meet the codutie
benefit accrual were assessed as:

Benefit structure

Long-term joint contribution rate
(% of pensionable salaries per annum)

Final salary 60ths 17.8
Career average 60ths 14.6
Career average 70ths 12.6

If an actuarial valuation reveals a shortfall obets compared to liabilities the Trustee must pee@a
recovery plan setting out the steps to be takenake up the shortfall.

Following consideration of the results of the véilma it was agreed that the shortfall of £54 millizvould
be dealt with by the payment of additional conttibs of 5.3% of pensionable salaries per annurh wit
effect from 1 April 2008. It is the Scheme polidyat the joint contribution rate payable is splitvibeen

employers and members in the ratio 2:1.
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Accordingly the joint contribution rates from 1 A2008 for each of the benefit structures are:

Benefit structure Joint contribution rate

(% of pensionable salaries per annum)

Final salary 60ths 23.1

comprising employer contributions of 15.4% and mentdwontributions
7.7%

Career average 60ths 19.9

comprising employer contributions of 13.3% and mendontributions
6.6%

Career average 70ths 17.9

comprising employer contributions of 11.9% and mendontributions
6.0%

A small number of employers that have closed theeBe to new entrants are required to pay an addltio
employer contribution loading of 3.5% to reflece thigher costs of a closed arrangement.

It the valuation assumptions are borne out in pradhis pattern of contributions should be suditi to
eliminate the past service deficit, on an on-gdingling basis, by 31 March 2020.

A copy of the recovery plan, setting out the lewkHeficit contributions payable and the period fdrich
they will be payable, must be sent to the PendRegulator. The Regulator has the power under Pairtise
Pensions Act 2004 to issue scheme funding direstioere it believes that the actuarial valuation
assumptions and / or recovery plan are inappraprigbr example the Regulator could require that the
Trustee strengthens the actuarial assumptions kwhdild increase the scheme liabilities and hengeact

on the recovery plan) or impose a schedule of dmrttons on the Scheme (which would effectively ache
the terms of the recovery plan). The Regulatorrbaewed the recovery plan for the SFHA PensioreSah
and confirmed that, in respect of the Septembe6 28fluarial valuation, it does not propose to iszog
scheme funding directions under Part 3 of the Passhct 2004.

Following a change in legislation in September 2@@5e is a potential debt on the employer thatccbe
levied by the Trustee of the Scheme. The debtésinthe event of the employer ceasing to partteijpathe
Scheme or the Scheme winding up.

The debt for the Scheme as a whole is calculatezblparing the liabilities for the Scheme (calcedabn a
buyout basis i.e. the cost of securing benefitsphychasing annuity policies from an insurer, plus a
allowance for expenses) with the assets of ther8ehdf the liabilities exceed assets there isydut debt.

The leaving employer’s share of the buy-out delihés proportion of the Scheme'’s liability attriblolka to
employment with the leaving employer compared ®ttital amount of the Scheme’s liabilities (relgtio
employment with all the employers). The leaving &yer’'s debt therefore includes a share of anyharp
liabilities in respect of previously participatiregnployers. The amount of the debt therefore depends
many factors including total Scheme liabilitiesh8me investment performance, the liabilities irpees$ of
current and former employees of the employer, firgrconditions at the time of the cessation et the
insurance buy-out market. The amounts of debtlvarefore be volatile over time.
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29. Strathclyde Pension Scheme

The majority of the Association’s employees belemghe Strathclyde Pension Fund which is part efltbcal
Government Pension Scheme (LGPS). As d&ember 2009 the number of active members wasviifti,

13 deferred pensioners and 6 pensioners. The pstasionable payroll at the balance sheet date was
£2,806,000. This is a defined benefit scheme whidvides benefits based on the final pensionatlizrg

the assets of which are held in a separate trasteenistered fund. The best estimate of total eggl@nd
employee contributions for 2010/11 is £674k.

As noted in note 1 Argyll and Bute Council have rgueed to accept liability for any unfunded cagtéch
may arise with regard to Argyll Community Housings®ciation Limited relating to its membership o th
Local Government Pension Scheme (LGPS) administdrgdslasgow City Council should it cease to exist,
withdraw from the LGPS or otherwise become unableontinue covering any unfunded liabilities widgard

to the Local Government Pension Scheme (ScotlaedpuRtions 1998, as amended, or the Local Goverhmen
(Discretionary Payments and Injury Benefits) (Smod) Regulations 1998, if applicable. The assumptend
other data that have the most significant effecthendetermination of the contribution levels af 8stheme are

as follows:

Assumptions as at 31 March 31 March 31 March

2010 2009 2008

% p.a. % p.a. % p.a.

Price increases 3.8% 3.1% 3.6%
Salary scale increases per annum 5.3% 4.6% 5.1%
Expected Return on Assets 7.2% 6.5% 7.1%
Discount rate 5.5% 6.9% 6.9%

Under the transitional requirements of FRS 17 Retent Benefits, the Association is required to ldsz
further information on its share of assets andlliagds of the LGPS on an FRS 17 market value basthe end

of the financial year.

The Association’s share of assets in the schemexgpetted rate of return were:

Long Term Assets at Long Term Assets at Long Term Assets at

return at 31 March return at 31 March return at 31 March

31 March 2010 31 March 2009 31 March 2008

2010 £000 2009 £000 2008 £000
Equities 7.8% 7,564 7.0% 4,894 7.7% 5,713
Bonds 5.0% 1,277 5.4% 1,073 5.7% 1,133
Property 5.8% 688 4.9% 536 5.7% 774
Cash 4.8% 295 4.0% 201 4.8% 249
Total 7.2% 9,824 6.5% 6,704 7.1% 7,869

Net Pension assets as at 31 March 31 March 22 November

2010 2009 2008

£000 £000 £000

Estimated employer assets 9,824 6,704 7,869

Present value of scheme liabilities 14,060 7,184 7,202

Present value of unfunded liabilities - - -

Total value of liabilities 14,060 7,184 7,202

Pension (deficit) / surplus (4,236) (480) 667

Less provision against pension asset not - - (667)

realisable
Net pension (liability) / surplus (4,236) (480) -
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Analysis of the amount charged to operating profilbss

Period to 31 Period to 31 Period to 31 Period to 31
March 2010 March 2010 March 2009 March 2009
£000 % of Payroll £000 % of Payroll
Service cost 315 11.2% 401 13.3%
Past service costs 96 3.4% - -
Total operating charge 411 14.6% 401 13.3%

Analysis of the amount received/(charged) as intese

Period to 31 Period to 31 Period to 31 Period to 31
March 2010 March 2010 March 2009 March 2009
£000 % of Payroll £000 % of Payroll
Expected return on employer assets 452 16.1% 579 .1%19
Interest on pension scheme liabilities (511) (18.2% (514) (17.0%)
Net Return (59) (2.1%) 65 2.1%
Net revenue account cost 470 16.7% 336 11.2%

Analysis of the amount recognised in Statement ofdfal Recognised Gains and Losses (STRGL)

Period to 31 Period to 31 Period to 31 Period to 31
March 2010 March 2009 March 2008 March 2007
£000 £000 £000 £000
Actual return less expected return on (2,157) (2,349) (786) 65
pension scheme assets
Experience gains and losses arising on - 273 1 (2
the scheme liabilities
Changes in financial assumptions
underlying the present value of the
scheme liabilities (1,606) 763 2,027 763
Actuarial (loss) / gain (3,763) (1,313) 1,242 268
Release / (provision) for pension asset - 667 (667) -
not realisable
(3,763) (646) 575 826
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Movement in (deficit) / surplus during the period

Surplus / (Deficit) at beginning of year

Current service cost

Employer contributions

Past service costs

Net return on assets

Actuarial (loss) / gain

Provision against surplus not considered realisable

(Deficit) / surplus at end of the year

History of experience - gains and losses

Period to 31
March 2010
£000
Difference between the expected and 2,157
actual return on assets
Value of assets 9,824
Percentage of assets 22.0%
Experience losses on liabilities -
Present value of liabilities 14,060
Percentage of the present value of -
liabilities
Actuarial gains recognised in (3,763)
STRGL
Present value of liabilities 14,060
Percentage of the present value of 26.8%
liabilities

Related party disclosures

Period to 31 Period to 31
March 2010 March 2009
£000 £000
(480) -
(315) (401)
477 502
(96) -
(59) 65
(3,763) (1,313)
- 667
(4,236) (480)
Period to 31 Period to 31 Period to 31
March 2009 March 2008 March 2007
£000 £000 £000
(2,349) (786) (65)
6,704 7,869 7,505
35.0% 10.0% 0.9%
273 1 2
7,184 7,202 58,0
3.8% - -
(1,313) 1,242 826
184 7,202 8,056
18.3% 17.2% 10.3%

Nine members of the Board of Management were alsarits during the year.

Five members of the Board of Management were Agytl Bute Council Councillors during the year.

The tenancy agreements and rents charged for thes#ers of the Board of Management were on standard

terms applicable to any other tenant of the Assioria

Members rent arrears were treated in a similar matinthat of other tenants in arrears with theo&&gion.

The Association has entered premise leases withllfagd Bute Council and has contractual arrangasnen
for the provision of information technology suppsetvices, environmental services provision.
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The Association also has arrangements for the gimviof the property management module of Academy
Housing integrated management system to ArgyllBuig Council. The Association also lets to Argyid
Bute Council houses under a special letting agreénedating to homelessness.

The Association paid £1,256k to the Council forvems relating to service level agreements, presnise
leases, IT service charges, environmental and stheices received during the period.

The Association paid to the Council £1.618 millauring the period in respect of Right to Buy sdtasthe
financial period 2008/09

During the period the Association received from @auncil £17k in rents collected by it under thelca
collection service level agreement; £75k in respectental payments for properties under the hogle
agreement and other special lets; £8k for the prowiof service under the Academy Property manageme
module; and £7.43 million in housing benefit paytsen

At the year end there was a creditor of £990k autiing in respect of Right to Buy receipts for fin@ncial
period 2009/10 and a creditor of £138k outstantingpe Council
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