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PORT OF LEITH HOUSING ASSOCIATION LIMITED
REPORT of the BOARD of MANAGEMENT

For the year ending 31 March 2012

The Board has pleasure in presenting its report on the Association's affairs for the year ending 31 March
2012.

Membership of Beard
Members of the Board during the period ending 31 March 2012 were as follows:-

Jack Hunter {Chair)

Margaret O'Connor (Vice Chair)

Mike Traynor {Chair of Audit Committee)
Stanley Godman

Chris Leishman {Appointed September 2011)
Paul Linton

Robert MacPherson

lan Martin {Resignad September 2011)
Ruth McNeil

Rosemary Miller
Gordon Munro

Philip Neaves {Appointed September 2011)
Timothy Parker

Helen Phillips (Appointed September 2011)
Stephen Whitehead

Richard Bolton {Co-opted January 2012)
Robert Saunders (Co-opted November 2011)

The Board is responsible for directing the affairs of the Association and its members are elected from the
members of the Assaciation.

Each member of the Board of Management holds one fully paid share of £1 in the Association. The Chief
Executive of the Association holds no interest in the Association’s share capital and although not having
the legal status of a director, he acts as an executive within the authority delegated by the Board.

Objectives and Principal Activities

The principal objective and activity of the Association is the provision of housing accommodation and
amenities for poor people, for the relief of the aged, disabled {(whether physically or with a learning
difficulty) or chronically sick people. The vision of the Association is to make our homes and
neighbourhoods great places to live in.

Business Review

Achievements and Performance

The Association has continued to take an active part in developing new additional affordable housing in
the City, which has been particularly chalflenging during 2011 due to the public spending austerity
measures and fundamental changes being made by the Government to the way public subsidy is applied
to support us with this. In view also of the changing nature of demand for affordable housing, the
Association also formally established a new wholly owned subsidiary company, Persevere Developments
Limited, in order to undertake new mid-rent housing development. During the year new site acquisitions
were completed at Great Junction Street which will provide 23 new homes for a mix of social and mid rent
to be built. Construction work continues to progress well, with new developments in Lindsay
Road/Western Harbour (111 units) and at Fox Street/Poplar Lane (98 units). Building construction work
was completed and new homes were handed over for management in West Granton Road (17 units),
Boswell Parkway {15 units), Coburg Street (80 units) and which also received a commendation at the
Scottish Home Awards. The Association has also spent considerable time during 2011 liaising with the
Edinburgh City Council in progressing new development acquisitions for additional affordable housing in
the City and we anticipate further projects to be developed in Magdalene, Portobello and as pariners
regenerating Leith over the coming years.
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Achievements and Performance (Contd.)

The Association undertook a review of its use of consultants and contractors and, following full European
procurament procedures, has a newly established framework agreement in place with companies who
have demonstrated against rigorous cost and quality criteria their capahility to work with us over the next
four years.

The Association continued to assess its customer requirements and undertook new approaches to obtain
feedback of opinion from tenants including undertaking “mystery shopping” and undertaking an annual
survey of customer opinion from which 2% of respondents expressed satisfaction with the Assomatlon as
a landlord, including 48% being very satisfied with the Association. The Association held its 5" Tenants’
Gathering which provided very valuable information to help shape how services need to be developed
further in future.

During 2011 the staff operating structure changes introduced in 2010 including a new Customer Services
Team was fully operational and further supported with a replacement of all the core IT systems with the
introduction of new Aareon software. The overall aim of these changes is to further improve customer
satisfaction and our ability to deliver the business objectives of the Association and to ensure that there
are continuous improvements made to our services for the benefit of our customers.

The Board of Management witnessed one resignation and five new additions to its membership with a
view to succession planning including co-optees during the year. The Board undertock a range of
development activities in support of its role providing strategic direction and operational performance
oversight to the Association including holding two specific sessions to examine and discuss our plans.

In 2011/12, we invested a further £278K upgrading 56 homes to mesat the Scottish Housing Quality
Standard and good progress is being made towards the target of achieving this Standard on all our homes
by the required date of 2015. The commitment we have to delivering this and additional enhancements to
meeting new energy efficiency/carbon reduction standards for social housing in Scotland which are likely
to become published later in 2012/13 requires that we have high quality data on the condition and future
investment costs and so have made considerable progress during 2011 undertaking an up to date
independent condition survey of our stock and which will inform a new asset investment plan during 2012.

The Association continued to play a full and active part in supporting wider regeneration activities in Leith
and North Edinburgh. As a member of the Board of Leith Neighbourhood Partnership and as the main
provider of affordable housing in the area, the Leith Comimunity Plan has included a number of projects
and initiatives which are supported by the Assaciation. Through the work of the TOIL (Training
Opportunities in Lothian) project the outstanding achievements being made supporting a further 50 young
people during the year through pre-apprenticeship training have been made possible by ensuring close
links with local employers. The work to alleviate poverty through our Financial Inclusion Project continued
with support being provided to over 100 people during the year, and resuiting in both increasing incomes
for people and achieving another year of a low level of rent arrears. In view of the changes to welfare
benefits we have also taken decisions during 2011 to increass the resources we will apply in future to
assist low income households manage their budgets and maintain balanced rent accounts. The
Association has also continued to take an active role ensurlng the Restalrig Community HUB provides
much needed community services during the year. In the final year of the Wider Role Fund we have
continued to provide funding support for services provided by the Multi Cultural Family Base, Saheliya, Dr
Bell's Family Centre, and Pilmeny Project for tenancy sustainment activities.

Financial Review

Surplus for the year was £1,162k (15 month period ending 31 March 2011 £1,731k after restatement to
take account of the changes introduced to comply with rules on component accounting). This was well
ahead of the hudget which forecast a surplus of £746k. This was almost entirely due to savings on
interest charges as borrowing was substantially less than anticipated and interest rates continued to stay
low threughout the year,
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Financial Review {Contd.)

The Association continued to invest heavily in the development of new properties, spending £11.5m in the
year supported by the receipt of government housing grants of £7.8m and the drawdown of new loan
funding of £2m. This resulted in the completion of 92 new properties during the year.

Plans for the Future ‘

With the continued low levels of activity within the private housing market throughout 2010 the Association
has purchased further land for future developments in Leith and Granton. To develop these land
acquisitions and to provide a wider choice of affordable housing products in the short to medium term the
Association has reviewed the options for alternative tenures alongside the continuing high demand for
social rented housing.

In response to the growing demand for mid-market rented housing in particular, the Association has
established in 2010 a new, wholly owned non-charitable subsidiary company called Persevere
Developments Limited which will be a key vehicle to enable the Association to continue to meet the
pressing need for additional affordable housing in the area and in particular for mid market rent. Port of
Leith will continue to influence broader issues affecting its tenants and the Leith community through its
membership of Leith Neighbourhood Community Planning Partnership.

The Association’s Business Plan to 2017 details the goals and objectives that Port of Leith plans to
achieve over the next five years. A key activity will be to complete a comprehensive survey of the condition
of all of our stock and which will inform an up to date Asset Management Strategy upon which to base our
future investment decisions. in the new funding climate now being faced by the Association including
having less public subsidy in future we will also continue to work with our partners to develop new financial
models for affordable housing and seek to maintain our active part in meeting housing need, and
participating in the ongoing regeneration and creation of mixed communities in Leith and North Edinburgh.

Funds Held on Behalf of Others
The Association holds no funds on behalf of other organisations.

Legal and Administrative Information

The Association is established under the Industrial and Provident Societies Act 1965 and is registered with
the Financial Services Authority. The Association is also registered with The Office of the Scottish Charity
Regulator as a charity and The Scottish Housing Regulator as a registered housing association under the
Housing (Scotland) Act 2001.

Employees

Port of Leith Housing Association’s policy is to discuss and consult with employees, through a staffing
group, on all matters likely to affect employees’ interests. Information on matters of concern to employees
is given through departmental staff meetings and reports which seek to achieve a common awareness on
the part of all employees of the financial and economic factors affecting the Association’s performance.
Port of Leith Housing Association encourages all staff to participate in reviewing its strategic direction
during its business planning process. The Association strives to afford equal opportunities to all
individuals and sections of the community. it is Port of Leith Housing Association’s policy to encourage
the recruitment of disabled people for all suitable vacancies. All necessary assistance with initial training
courses is given. Arrangements are made, where possible, for re-training employses who become
disabled, to enable them to perform work identified as appropriate to their aptitudes and abilities.

Political and charitable gifts
No political or charitable donations or gifts were made in the period to 31 March 2012 (2011 - £Nil).

Statement of responsibilities of the Board of Management

Housing Association legislation requires the Board to prepare accounts for each financial period which
give a true and fair view of the state of affairs of the Association and of the income and expenditure of the
Association for the period ended on that date. In preparing those accounts, the Board is required to:
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Statement of responsibilities of the Board of Management (Contd.)

o  select suitable accounting policies and then apply them consistently;

o make judgements and estimates that are reasonable and prudent;

o state whether applicable accounting standards have been followed subject to any material
departures disclosed and explained in the accounts;

o prepare the accounts on a going concern basis unless it is inappropriate to presume that the
Association will continue in business.

Statement of responsibilities of the Board of Management {Contd.)

The Board is responsible for ensuring that arrangements are made for keeping proper books of account
which disclose with reasonable accuracy at any time the financial position of the Association and to enable
it to ensure that the accounts comply with the Industrial & Provident Societies Acts 1965 to 2002 and the
relevant Registered Social Landlords Accounting Requirements (Scotland) Order.

The Board is also responsible for ensuring that arrangements are made to safeguard the assets of the
Association and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

internal Financial Control

The Board of Management is ultimately responsible for the Association's systems of internal financial
controls. However it should be recognised that such systems can provide only reasonable and not
absolute assurance against material misstatement or loss.

The approach adopted by the Board of Management to provide effective financial control can be
summarised as follows:

(@) an appropriate control environment has been created by careful recruitment and training of staff and
provision of comprehensive guidance on the standards and controls to be applied throughout the
Association.

(b} management information systems have been developed to provide accurate and timeous data on all
aspects of the business. Management accounts comparing actual results against budget are
presented to the Board of Management quarterly.

{c) major business risks and their financial implications are assessed systematically by reference to
established criteria.

(d) the financial implications of major business risks are controlled by means of delegated authorities
which reserve significant matters to the Board of Management for decision; segregation of duties in
appropriate areas and physical controls over assets and access to records.

{e) the Board of Management monitors the operation of the internal financial control system by
considering regular reports from management and the internal and external auditors and ensures
appropriate corrective action is taken to address any reported weakness.

The Board of Management confirms that it has reviewed the effectiveness of the Assaciation’s system of
internal financial control as it operated during the year under review. Such a system can provide only
reasonable and not absolute assurance against material mis-statement or loss.

During the period there were no identified weaknesses in internal controls which resulted in material
losses, contingencies or uncertainties that require disclosure in the accounts or the report of the auditor.

Risk Management Policy

The Board has a formal risk management process fo assess business risks and implement risk
management strategies. This involves identifying the types of risks the Association faces, prioritising them
in terms of potential impact and likelihood of occurrence, and identifying means of mitigating the risks. As
part of this process the Board has reviewed and are satisfied with the adequacy of the Association's
current internal confrols.
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Treasury Management .

The Association has an active treasury management function, which operates in accordance with the
Treasury Management Policy approved by the Board of Management. In this way the Association
manages its borrowing arrangements to ensure that it is always in a position to meet its financial
obligations as they fall due.

The Asscciation, as a matter of policy, does not enter into transactions of a speculative nature. At 31
March 2012, the Association has a mix of fixed and variable rate finance, which it considers appropriate at
this time.

Going Concern

The Board of Management has a reasonable expectation that the Association has adequate resources to
continue in operation for the foreseeable future. For this reason they continue to adopt the going concern
basis in preparing the accounts.

Auditor
A resolution to reappoint as auditor, Chiene + Tait, will be proposed at the annual general meeting.

BY ORDER OF THE BOARD, OF MANAGEMENT

= O

KEITH ANDERSON
Secretary

£ TTudy 2012




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF C

PORT OF LEITH HOUSING ASSOCIATION LIMITED A

We have audited the financial statements of Port of Leith Housing Association Limited for the year ended
31 March 2012 which comprise the Income and Expenditure Account, the Statement of Total Recognised
Gains and Losses, the Balance Sheet, the Cash Flow Statement and the related notes. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Association's members, as a body, in accordance with Section 9 of the
Friendly and Industrial and Provident Societies Act 1968, and to the charity’s trustees as a body, in
accordance with Section 44(1) (c) of the Charities and Trustee Investment (Scotiand) Act 2005 and
Regulation 10 of the Charities Accounts (Scotland) Regulations 2006 (as amended). Our auditwork has
been undertaken so that we might state to the Association's members those matters we are required to
state to them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we do
not accept or assume responsibility to anyone other than the Association, the Association’s members as a
body and its trustees as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of the board and the auditor

As explained more fully in the Statement of Board's Responsibilities set out on pages 4 and 5, the board is
responsible for the preparation of financial statements which give a true and fair view. Our responsibility is
to audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland). Those standards require us to comply with the
Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

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

Opinion on financial statements
In our opinicn the financial statements:

+ give a true and fair view of the state of the association’s affairs as at 31 March 2012 and of its
income and expenditure for the year then ended;

»  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

« have been prepared in accordance with the Industrial and Provident Societies Acts, 1965 to 2002,
the Housing (Scotland) Act 2001, The Registered Social Landlords Accounting Requirements
(Scotland) Order 2007, the Charities and Trustee Investment (Scotland) Act 2005 and Regulation 14
of the Charities Accounts (Scotland) Regulations 2006 (as amended).

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Industrial and Provident Societies
Acts, 1965 to 2002, or the Charities Accounts (Scotland) Regulations 2006 (as amended) require us to
report to you if, in our opinion:

e a satisfactory system of control over transactions has not been maintained; or

¢ the information given in the Trustee’s annual report is inconsistent in any material respect with the
financial statements; or
the association has not kept proper accounting records; or
the financial statements are not in agreement with the books of account; or

* we have not received all the information and explanations we need for our audit.
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Corporate Governance Matters

In addition to our audit of the financial statements, we have reviewed the Board's statement concerning
internal financial control made under “The Code of Audit Practice” contained within the publication "Raising
Standards in Housing” which is the guidance issued by the Scotitish Federation of Housing Associations.
The object of our review is to draw attention to non-compliance with the guidance.

Basis of opinion

We carried out our review in accordance with guidance issued by the Auditing Practices Board. That
guidance does not require us to perform the additional work necessary to, and we do not, express any
opinion on the effectiveness of either the Association’s system of internal financial control or its corporate
governance procedures.

Opinion

With respect to the Board's statements on internal financial control, in cur opinion the Board has provided
the disclosures required by the guidance and such statements are not inconsistent with the information of
which we are aware from our audit work on the financial statements.

QH:J_Q_ < e
CHIENE + TAIT

Chartered Accountants and Statutory Auditor
Chiene + Tait is eligible to act as an auditor in terms of section 1212 of the Companies Act 2006

61 Dublin Street
Edinburgh
EH3 6NL

(0 Vel 2012
N




PORT OF LEITH HOUSING ASSOCIATION LIMITED
INCOME and EXPENDITURE ACCOUNT

For the year ended 31 March 2012

Turnover
Less: Operating costs

QOperating surplus

Gain on sale of fixed assets

Interest receivable and other income

Interest payable and similar charges

Surplus on ordinary activities before taxation
Tax on surplus on ordinary activities

Surplus for the year! period

All results relate to continuing activities

STATEMENT of TOTAL RECOGNISED GAINS AND LOSSES

Recognised surpluses for year

Prior year adjustment

Total recognised gains and losses since the last accounts

Restated
Forthe Forthe 15
yearto 31 Months to
March 31 March
Notes 2012 2011
£'000 £'000
2 9,546 10,354
2 (8,272) (8,331)
1,274 2,023
8 2 128
9 15 16
g {129) {436)
1,162 1,731
10 - -
1,162 1,731
Restated
Forthe Forthe15
yearto 31 Months to
March 31 March
Notes 2012 2011
£'000 £000
1,162 1,731

30 2,231

3,303

The notes on pages 12 to 27 form part of these accounts




PORT OF LEITH HOUSING ASSOCIATION LIMITED
BALANCE SHEET

As at 31 March 2012

Tangible fixed assets

Housing properties — depreciated cost
Less: Housing Association grants
Less: Other public grants

Other fixed assets

Investments
Current assets
Stock

Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year

Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more than one year
Net assets

Capital and reserves

Share capital

Dasignated reserves
Revenue reserves

Approved by the Board of Managemen? s19ned on its behalf by:-

e Mike ynor
..// AL

Kéith Anderson

AL

2012

Notes

11
11
11

12

13

14
15

16

17

18
19

Restated
31 March 31 March
2012 2011
£000 £'000
149,033 138,845
(112,865)  (107,604)
(3,651) (2,874)
32,517 28,367
2,974 2,908
35,491 31,275
643 625
449 2,795
2,912 2,673
4,004 5,923
{2,823) (3,035)
1,181 2,958
36,672 34,233
{11,413) (10,136)
25,259 24,097
- 11,556
25,259 12,541
25,259 24,097
Chairperson

Board Member

Secretary

The notes on pages 12 to 27 form part of these accounts
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
CASH FLOW STATEMENT

For the year ending 31 March 2012

Net cash inflow from operating activities

Returns on investments and servicing of finance
Interest received
Interest paid

Net cash (outflow) from returns on investments and servicing

of finance

Capital expenditure and financial investment
Housing land and buildings

Acquisition and construction of properties

Sale of housing properties

Housing Association Grant and other capital grants received

Housing Association Grant repaid

Other fixed assets

Purchase of other fixed assels

Sale of other fixed assets

Net cash (outflow) from capital expenditure
Net cash (outflow) / inflow before financing
Financing

Loan advances received

Loan principal repayments

Net issue / {(surrender) of share capitai

Net cash (outfiow) / inflow from financing

Increasel/{decrease) in cash in the period

The notes on pages 12 to 27 form part of these accounts

Notes

21

22

Restated
Forthe 15
Months to

31 March

2011
£000

3,234

16
(630)

(614)

(11,535)

222
10,034
(63)

(313)
33

(1,622)

998

(2,8193

(2,819)

(1,821)




PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the ACCOUNTS
For the year ending 31 March 2012

1. Accounting Policies
The Association is incorporated under the Industrial and Provident Societies Acts 1965 and is registered
with the Financial Services Authority (registered number is 1844R (S)).

The accounts have been prepared in accordance with applicable accounting standards as issued by UK
accountancy bodies and in compliance with The Registered Social Landlords Accounting Reguirements
(Scotland) Order 2012 and the Statement of Recommended Practice, Accounting by Registered Social
Housing Providers (SORP 2010).

1. Accounting Policies
The principal accounting policies of the Association are set out below.

Going concern

The accounts have been prepared on a going concern hasis. The Board has assessed the Association's
ability to continue as a going concern and have reasonable expectation that the Association has adequate
resources to continue in operational existence for the foreseeable future. Thus they continue to adopt the
going concearn basis of accounting in preparing these accounts,

Accounting for group companies

During the period, the Association established a new, wholly owned non-charitable subsidiary, Persevere
Developments Limited. The company was incorporated on 17 November 2010 and has remained dormant
throughout the period to 31 March 2012. As such, the Association has opted not to consolidate the
subsidiary into the Association’s accounts.

Accounting convention
The accounts are prepared on the historical cost basis of accounting medified to include the fair value of
fixed assets at the date of a transfer of engagements.

Turnover

Turnover represents rental income receivable, income from support services, income from fees, and grants
of a revenue nature from local authorities and the Scottish Government. Turnover is recognised when
amounts fall due and when income has been earned.

Fixed assets and depreciation

Tangible fixed assets are stated at cost less accumulated depreciation. Depreciation is charged on a
straight line basis over the expected economic useful lives of the assets at the following annual rates:
The threshold for capitalisation of all fixed assets is £1,000.

Other Fixed Assets

Heritable Property 2%
Furniture 10%
Fittings, Equipment & Motor Vehicles 20%
Computer Equipment 20% - 33%

Housing properties

Housing properties are stated at cost less Housing Association Grant less accumulated depreciation. The
cost of properties includes land cost, all construction costs, professional fees, capitalised interest and
development administration costs.

Housing properties under construction are stated at cost and are not depreciated. These are reclassified
as housing properties on practical completion of construction.

12




PORT OF LEITH HOUSING ASSOCIATION LIMITED

NOTES to the ACCOUNTS {Contd.)

For the year ending 31 March 2012

1. Accounting Policies {Contd.)

The association depreciates housing properties by component on a straight line basis over the estimated
useful economic lives of component categories, which have materially different useful lives. Land is not

depreciated and is stated at cost.

Useful economic lives for identified components are as follows:

Component Useful Economic Life Depreciation rate
Structure 50 years 2%

Kitchens 15 -20 years 5% - 6.67%
Bathrooms 30 years 3.34%

Central heating distribution 15-30 years 3.34% - 6.67%
Central heating source 18-30 years 3.34% - 6.67%
Windows : 30 years 3.34%

Lifts 25 years 4%

Housing Association Grant and other capital grants

Where developments have been financed wholly or partly by Housing Association Grant or other Capital
grants, the cost of those developments has been reduced by the amount of the grant received. The
amount of grant received is shown separately on the balance sheet. Housing Association Grant is
repayable in certain circumstances, primarily following sale of the related properties.

Impairment

Reviews for impairment of housing properties are carried out by public scheme level when a possible
impairment is highlighted by a change in circumstances (such as high repair costs or difficulties in
lettings). Any impairment in an income generating unit is recognised by a charge in the Income and
Expenditure account and is recognised when the carrying value of the unit exceeds the higher of its net
realisable value or value in use. The netrealisable value is determined by an external valuation by a RICS
approved valuer,

Stocks

Development properties held for sale are valued at the lower of cost and net realisable value. Cost
includes land cost, all construction cost, professional fees, and capitalised interest and development
administration costs, less any attributable grant. Net realisable value is based on estimated selling price,
less further costs expected to be incurred to completion and disposal. Provision is made for any
foreseeable losses where appropriate. No element of profit is included within the valuation of development
properties held for sale.

Pension Costs

The Association participates in the centralised, multi-employer, Scottish Housing Associations’ Pension
Scheme which is a defined benefits pension scheme. Retirement benefits to employees of the
Association are funded by contributions from all participating employers and employees. Contributions are
made in accordance with periodic calculations by consulting actuaries and are based on pension costs
applicable across all participants taken as a whole, thus the scheme quatifies for exemption from the full
requirements of FRS 17 “Retirement Benefits” and accounts for the scheme as if it were a defined
contribution scheme. The charge to the Income and Expenditure Account therefore represents the
contributions payable in the period.

improvements
Improvements are capitalised where these could resultin an enhancement of the economic benefits of the
property. Such enhancement can occur if the improvements result in:-

« the ability to increase rental income or
+ a material reduction in future maintenance costs or
« a significant extension of the life of the property.

13




PORT OF LEITH HOUSING ASSOCIATION LIMITED

NOTES to the ACCOUNTS (Contd.)
For the year ending 31 March 2012

1. Accounting Policies (Contd.})

In compliance with the Statement of Recommended Practice, Accounting by Registered Social Housing
Providers (SORP 2010), capitalised major repairs with a lifespan materially shorter than the building
structure are treated as components in line with the above accounting policy for Housing Properties.

Works to existing properties, which fail to meet the above criteria, are charged to the income and

expenditure account.

Leased assets

QOperating leases and the payments made under them are charged to the income and expenditure account

on a straight line basis over the lease term.

2. Turnover, operating costs, operating
surplus

Income and expenditure from lettings and
other activities
Social lettings

Other activities - note 4
Total 2012

Total 2011

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

income from lettings

Rent receivable net of identifiable service
charges

Service charges recelvable (see below)

Gross rents receivable
Less: Rent losses from voids

Net rents receivable
Supporting People Income Recelvable

Total income from lettings (carried
forward)

Restated
15 Months
Yearto 31 to 31 March
March 2011
2012
Turnover Operating Operating Operating
Costs Surplus Surplus
£'000 £'000 £000 £'000
8,583 (6,828) 1,755 2,602
963 (1,444) (481) {679)
9,546 (8,272) 1,274 2,023
10,354 (8,331) 2,023
Shared Restated
Housing Ownership 15 Months
Accom- Accom- Yearto 31 to 31 March
modation modation March 2011
2012
£'000 £'000 £'000 £'000
7,853 170 8,023 8,815
573 2 575 1,083
8,426 172 8,598 9,898
(76) (2) (78) {87)
8,360 170 8,520 9,811
63 - 63 74
8,413 170 8,683 9,885
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the ACCOUNTS (Contd.)

For the year ending 31 March 2012

Shared Restated

3. Particulars of turnover, operating Housing Ownership Yearto31 15 Months
costs and operating surplus or deficit Accom- Accom- March to 31 March
from social letting activities (Contd.) modation modation 2012 2011

£000 £'000 £000 £000
Total income from lettings (brought
forward) 8,413 170 8,583 9,885
Expenditure on letting activities
Services (see below) 670 3 673 1,066
Management and maintenance
administration costs 2,009 - 2,099 2,184
Reactive maintenance 975 5 880 1,145
Cyclical maintenance and SHQS costs 1,439 17 1,456 1,333
Rent losses from bad debts 54 - 54 78
Housing Depreciation 1,662 14 1,666 1,497
Total expenditure on lettings 6,789 39 6,828 7,283
Operating surplus on letting activities 1,624 131 1,755 2,602
Services

included with the service charges receivable above are amounts relating to non-eligible housing benefit
amounting to £15k (2011 —£21k). Supporting People income receivable for Scheme Co-ordinator support
for the Association's 3 sheltered housing schemes is disclosed above. This income covers part of the cost
of providing this service with the batance being recovered from service charges. The Association feels
that to disclose the Supporting People income under "Other Activities” in note 4 would not show a true
position in relation to these services,

15

Months to

Year to 31 31 March

4. Other Activities March 2011

2012
Operating Operating
Total  Operating Surplus/ Surplus/

Grants Income Turnover Costs (deficit) (deficit)
£'000 £'000 £000 £:000 £000 £'000

Wider role activities 225 - 225 (467) (242) {194)
Factoring - 28 28 {11) 17 (2)
Sale of shared
ownership properties - 647 647 {671) 76 -
Development &
construction of property
activities - - - (370) (370) (415)
Other agency/
management service - - - - - 6
Other activities 37 26 63 (25) 38 26
Total from other
activities 262 701 963 {1,444) {(481) (579)
Total 2011 370 99 469 (1,048) (579) -
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the ACCOUNTS (Contd.)

For the year ending 31 March 2012

Restated 15
Months to
Year to 31 31 March
5. Surplus on ordinary activities hefore taxation March 2012 2011
£000 £'000

Surplus on ordinary activities before taxation Is stated after:
Depreciation 1,730 1,658

Auditor’s remuneration

Audit services 12 12
Non-audit services 4 4

6. Officers' emoluments and interests

Officers are defined as the members of the Board of Management, the Chief Executive & Secretary and
any other director or manager whose total emcluments (excluding pension contributions) exceed £60,000
per annum. No emaluments were paid to any member of the Board of Management during the year and
details of emoluments paid to Officers follow.

15 Months
Yearto 31 to 31 March
March 2012 2011
£'000 £000
Total emoluments [including pension contributions and benefits in kind for
the year of £11k (2011: £11Kk) (2011: 15 months) 85 107

The emoluments of the highest paid officer, excluding pension contributions, were £74k (2011: £96k)
(2011: 15 months).

The number of officers whose emoluments, excluding pension contributions, exceeded £60,000 for the
twelve month equivalent period were;

2012 2011
£60,000 to £70,000 - -
£70,001 to £80,000 1 -
£80,001 to £80,000 - 1

Expenses payable to Board Members for out of pocket expenses amounted to £1k (2011: £1k).

15 Months
Yearto 31 to 31 March
7. Employee information March 2012 2011
£'000 £000

Staff costs (including Director emoluments) during the year were as

follows:-

Whages and salaries 1,630 1,932
Social security costs 142 158
Pension costs 208 181
1,880 2,271
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the ACCOUNTS (Contd.}

For the year ending 31 March 2012

7. Employee information (Contd.}

The average monthly number of persons employed by the Association during the year (including part-time

staff) was as follows:

Office staff
Sheltered Accommodation Staff
Total Staff

Full-time equivalent office staff

8. Gain on sale of fixed assets

Housing properties
Other fixed assets

9. Interest

Interest receivable and similar income
Interest receivable on bank halances

Interest payable and similar charges
Interest payable on loans
Less: capitalised

10. Tax on surplus on ordinary activities

The Association is a registered Charity (number SC027945) and is not liable to United Kingdom
carporation tax on its housing activities. No tax liahility exists in the period on the Association's non-

housing activities.

Year to 31
March 2012
No

Year to 31
March 2012
£000

Year to 31
March 2012
£000

15 Months
to 31 March
2011

No

15 Months
fo 31 March
2011

£'000

15 Months
to 31 March
2011

£000
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the ACCOUNTS (Contd.)

For the year ending 31 March 2012

11. Tangible fixed assets — housing properties

Shared
Housing Ownership
Properties Properties
held for held for
Letting Letting
£000 £000
Cost/Valuation
At 31 March 2011 — as
previously reported 127,830 2,844
Prior year adjustment 4,102 -
Restated at 1 April
2011 131,932 2,844
Additions — properties
under construction - -
Capitalised
improvements
including components 314 -
Disposals including
replaced components (248) -
Transferred 11,033 1,186
At 31 March 2012 143,033 4,030
Depreciation
At 31 March 2011 —as
previously reporied 4,552 192
Prior year adjustment 7,057 23
Restated at 1 April
2011 11,609 215
Charge for the year 1,424 14
Disposals including
replaced components {118) -
At 31 March 2012 12,915 229
Net Cost 130,118 3,801
Housing Association
Grant
At 1 April 2011 91,443 1,648
Additions during
period - -
Transferred 6,712 1,064
At 31 March 2012 98,155 2,712

Shared

Housing Ownership
Properties in  Properties in Housing
course of course of Properties
Construction Construction ~ Total
£000 £000 - £000
14,018 1,874 146,566
- - 4,102
14,018 1,874 150,668
9,453 1,088 11,441
- - 314
- - (246)
{11,033) {1,186) -
12,438 2,676 162,177
- - 4,744
- - 7,080
- - 11,824
- - 1,438
- - (118)
- - 13,144
12,438 2,676 149,033
13,044 1,469 107,604
2,990 2,271 5,261
(6,712) (1,064) -
9,322 2,676 112,865




PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the AGCOUNTS (Contd.)

For the year ending 31 March 2012

11. Tangible fixed assets — housing propetrties (Contd.)

Shared Shared
Housing Ownership Housing Ownership
Properties Properties Properties in  Properties in Housing
held for held for course of course of Properties
Letting Letting Construction Construction Total
£000 £000 £000 £'000 £000
Other capital grants
At 1 April 2011 2,874 - - - 2,874
Additions during .
period - - 777 - 777
At 31 March 2012 2,874 - 777 - 3,651
Net book value
At 31 March 2012 29,089 1,089 2,339 - 32,517
At 31 March 2011 —
as previously reported 28,981 1,004 974 405 31,344
Restated at 31 March
2011 26,007 981 974 405 28,367

Development administration costs capitalised during the period amounted to £179k (2011: £216k} against
which Housing Association Grant of £179k (2011: £216k) was received in the period.

Capitalised interest amounted to £138k (2011 £178k).

All housing land and buildings are heritable property. All schemes in progress have been approved for
Housing Association Grant.
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PORT OF LEITH HOUSING ASSOCIATION LIMITED

NOTES to the ACCOUNTS (Contd.)

For the year ending 31 March 2012

12.  Other fixed assets

Cost/ Valuation

At 1 April 2011
Additions during year
Disposals during year

At 31 March 2012
Depreciation

At 1 April 2011
Provided during year
Disposals during year
At 31 March 2012

Net book value
At 31 March 2012

At 31 March 2011

13. Investments

Office

Heritable  Computer Furniture & Motor Total

Property Equipment Equipment Vehicles
£000 £000 £000 £'000 £'000
3,021 346 158 86 361
2 213 - 20 235
- - - (13) (13)
3,023 558 168 93 3,833
455 120 111 17 703
57 77 13 17 164
- - - (8) (8)
512 197 124 26 859
2,511 362 34 67 2,974
2,566 226 47 69 2,908

The Association has established a wholly owned non-charitable subsidiary called Persevere
Developments Limited. The Association holds one ordinary share of £1. The subsidiary was dormant
throughout the ysar and at the ysar end.

14. Stocks

Shared Ownership property under construction

15. Debtors

Arrears of rent

Less: bad debt provision

Capital Grants receivable

Other debtors

31 March 31 March
2012 2011
£'000 £'000

643 625
843 625

31 March 31 March
2012 2011
£'000 £'000

413 410
(149) (172)
264 238
- 2,373
185 184
449 2,795
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
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For the year ending 31 March 2012

31 March 31 March

16. Creditors: amounts falling due within one year 2012 2011
£'000 £'000

Housing loans (note 17) 521 320
Prepaid rent 190 172
Contractors for retentions unpaid and certified work 448 399
HAG in advance shared ownership - 625
Trade creditors 187 406
Sundry creditors 1,477 1,113
2,823 3,035

31 March 31 March

17. Creditors: amounts falling due after more than one year 2012 2011
£:000 £:000

Housing loans 11,413 10,136
11,413 10,136

Housing Loans

Housing loans from building societies and banks are secured by specific charges on the Association's
housing properties and are repayable at interest rates varying from 0.9% to 5.7% over a period of between
12 and 27 years in instalments due as follows:

31 March 31 March
2012 2011
£000 £000
In one year or less 521 320
Between one and two years 521 341
Between two and five years 1,563 1,041
In five or more years 9,329 8,754
11,934 10,456
31 March 31 March
18. Share capital 2012 2011
£ £

Shares of £1 each issued and fully paid
At 1 April 2011 397 397
Issued during the period 15 17
Cancelled in period - (17}
At 31 March 2012 412 397

Each Member of the Association holds one voting share (nominal value £1) in the Asscciation. These
shares carry no rights to interest, bonuses, dividend or distributions on a winding up. All shares are
surrendered on the cessation of membership, Each Member has the right to vote at members’ mestings.
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PORY OF LEITH HOUSING ASSOCIATION LIMITED

NOTES to the ACCOUNTS (Contd.)

For the year ending 31 March 2012

19. Reserves

Closing balance at 31 December 2009 as
previousiy reported

Prior year adjustment; transfer from negative
goodwill

Prior year adjustment for component
accounting depreciation of assets to
December 2009

Prior year adjustment for component
accounting replacement cost of assets to
December 2009

Restated at 31 December 2009

Surplus for the period from 1 January 2010
to 31 March 2011 (as restated)

Net transfers between reserve

Restated at 1 April 2011

Surplus for the year
Net transfers between reserve

At 31 March 2012

Revenue
Reserve
£000
8,867
5,355

(6,343)

Major
Repairs
to
Housing
Froperty
Reserve
£'000

9,707

Reserve for
Replacement
of Plant

in Schemes Total

£'000 £'000

1,767 20,341

- 5,355

- (6,343)

- 3,013

1,767 22,366

- 1,731

170 -

1,937 24,097

- 1,162

(1,937} -

- 25,259

The prior year adjustment to revenue reserves at 31 March 2011 is an increase of £2.231m being
£2.025m for the periods to 31 December 2009, as shown above, and £206K for the 15 month period to 31
March 2011. The adjustment in respect of the prior period is made up as follows.

Component replacement costs previously capitalised

Additional depreciation
Amortisation of negative goodwill

20. Negative Goodwill

At 1 April 2011 — as previously reported

Prior year adjustment (release to revenue reserve}

At 31 March 2012 (as restated)

31 March
2012
£'000

£000

Restated
31 March
2011
£'000
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
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For the year ending 31 March 2012

21. Reconciliation of operating surplus to net cash flow from operating activities

Operating surplus

Depreciation on housing stock
Depreciation on other fixed assets
(Increase)/decrease in debtors
Increasef(decrease) in creditors
(Increase) in stocks

Net cash inflow from operating activities

22. Reconciliation of net cash flow to movement in net debt
Increase/{decrease) in cash in the period

Cash (inflow)outflow from loan (advances)/repayments

Change in net debt resulting from cash flows and movement in net debt

Net debt at beginning of period

Restated

15 Months

Yearto 31 to 31 March
March 2012 2011
£'000 £000
1,274 2,023
1,566 1,497

164 160

{28) 25

171 (45)

{19 {426)

3,128 3,234

15 Months

Yearto 31 to 31 March
March 2012 2011
£'000 £'000

339 (1,821)
(1,478) 2,819
{1,139) 998
(7,883) (8,881)
{9,022) {7,883)

Other At 31 March

Net debt at end of period
At1 Aprll Cash
23. Analysis of net debt 2011 Flows
£000 £'000
Cash at bank and in hand 2,573 339
Debt due within one year (320} 320
Debt due after one year (10,136) (1,798)
(7,883) (1,139)

Changes 2012
£'000 £000

- 2,912

(521) (521}
521 {11,413)

- (9,022)
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
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24, Pension Obligations

Port of Leith Housing Association Limited participates in the Scottish Housing Associations’ Pension
Scheme (The Scheme).

The Scheme is a multi-employer defined benefit scheme. The Scheme is funded and is contracted out of
the state scheme.

It is not possible in the normal course of events to identify the share of underlying assets and liabilities
belonging fo an individual participating employer, as the Scheme is a multi-employer arrangement where
the assets are co-mingled for investment purposes, benefits are paid from the total Scheme assets, and
the contribution rate for all employers is set by reference to the overall financial position of the Scheme
rather than by reference to individual employer experience. Accordingly, due to the nature of the Scheme,
the accounting charge for the period under FRS17 represents the employer contribution payable.

The Scheme Trustee commisstons an actuarial valuation of the Scheme every three years. The main
purpose of the valuation is to determine the financial position of the Scheme in order to determine the level
of future contributions required, so that the Scheme can mest its pension obligations as they fall due. The
last formal valuation of the Scheme was performed as at 30 September 2009 by a professionally qualified
Actuary using the Projected Unit Credit method. The market value of the Scheme’s assets at the valuation
date was £295 million. The valuation revealed a shortfall of assets compared with the value of liabilities of
£160 million, equivalent fo a past service funding leve!l of 64.8%.

The Scheme Actuary has prepared an Actuarial Report that provides an approximate update on the
funding position of the Scheme as at 30 September 2011, Such a report is required by legislation for years
in which a full actuarial valuation is not carried out. The funding update revealed an increase in the assets
of the Scheme to £341 million and indicated an increase in the shortfall of assets compared to liabilities to
approximately £207 million, equivalent to a past service funding level of 62.2%.

Employer Debt Regulations

Following a change in legislation in September 2005 there is a potential debt on the employer that could
be tevied by the Trustee of the Scheme. The debt is due in the event of the employer ceasing to
participate in the Scheme or the Scheme winding up.

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

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

Port of Leith Housing Association Lid has been notified by The Pensions Trust of the estimated employer
debt on withdrawal from the Scottish Housing Associations’ Pension Scheme based on the financial
position of the Scheme as at 30 September 2011. As of this date the estimated employer debt for the
Association was £7.826m. No provision for this contingent liability has been made as crystallization of the
buy out debt remains remote at the date of these accounts.
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
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24. Pension Obligations (Contd.)

The Scheme offers five benefit structures to employers, namely:
Final salary with a 1/60th accrual rate.

Career average revalued earnings with a 1/60th accrual rate.
Career average revalued earnings with a 1/70th accrual rate.

Career average revalued earnings with a 1/80th accrual rate
Career average revalued earnings with a 1/120th accrual rate, contracted in,

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

Port of Leith Housing Association Ltd has elected to operate the final salary with a 1/60th accrual rate
benefit option for active members as at 1 April 2008 and the career average revalued earnings with a
1/70th accrual rate for new members from 1 April 2008 and in addition the carear average revalued
earnings with a 1/80th accrual rate for new members from 1 April 2011.

During the accounting period Port of Leith Housing Association Ltd paid contributions at the rate of 7.4% of
pensicnable salaries. Member contributions varied between 7.5% and 11.8% as at the balance sheet date
there were 32 (2011: 34) active members of the Scheme employed by the Association. The annual
pensionable payroll in respect of these members was £0.946M.

The key valuation assumptions used to determine the assets and liabilittes of the Scottish Housing
Associations’ Pension Scheme are:;

2009 Valuation Assumptions % p.a.
Investment return pre retirement 7.4
Investment return post retirement - Non-pensioners 4.6
Investment return post retirement - Pensioners 4.8
Rate of salary increases 4.5

Rate of pension increases

- Pension accrued pre 6 April 2005 in excess of GMP 2.9
- Pension accrued post 6 April 2005 (for leavers hefore 1 October 1293 pensicn 2.2
increases are 5.0%)

Rate of price inflation 3.0

Mortality Tables

Non-pensioners SAPS (S1PA) All Pensioners Year of Birth Long Cohort with 1% p.a. minimum
improvement

Pensioners SAPS (S1PA) All Pensioners Year of Birth Long Cohort with 1% p.a. minimum
improvement
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24. Pension Obligations {Contd.)

Total contribution Rates for Future Service {payable from 1 April 2011) %
Final salary 1/60ths 19.2
Career average revalued eamnings 1/60ths 171
Career average revalued earnings 1/70ths 14.9
Career average revalued earnings 1/80ths 13.2
Career average revalued earnings 1/120ths 9.4
Additional rate for deficit contributions * 10.4

(* Expressed in nominal pound terms (for each employer) increasing each 1 April in line with the rate of
salary increases assumption. Earnings as at 30 September 2009 are used as the reference point for
calculating the additional contributions.)

25, Capital commitments

31 March 31 March
2012 2011
£m £'m
Housing developments
Capital expenditure that has heen contracted for but has not been
provided for in the accounts 15.1 14.2

These costs are expected to be met from current and new bank funding facilities.

Capital expenditure that has been authorised by the Board but has not yet
been contracted for 12.0 35.9

Deferred security in the form of standard security aver land has been provided in relation to sites, the
development costs of which are included in capital expenditure authorised but not yet contracted of £12m.
If the sites are not developed within an agreed period, the security will be enforced.

26. Units of Accommodation

At 1 April Adjustment At 31 March

2011 Additions Disposals S 2012

Property held for letting 2192 76 - (3} 2,265
Special Needs 36 - - 8 44
Total Held for Letting 2,228 76 - 5 2,309
Shared ownership 886 16 - {1} 101
2,314 92 - 4 2,410

27. Related party disclosure
The tenant members of the Board of Management during the year, Robert MacPherson, Ruth McNeil

Helen Phillips and lan Martin (resigned September 2011) had tenancies on normal terms and these Board
Members cannot use their position to their advantage.

26




PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the ACCOUNTS (Cont.)

For the year ending 31 March 2012

28. Financial commitments

At the period end the annual commitments under operating leases were as follows:

31 March 31 March
2012 2011
£:000 £'000
Other assets (non-land):
Expiring within one year - 12

29, Contingent liabilities

On 30 September 2005 the activities and the net assets of Lorne Area Housing Association Limited
(LAHA) were transferred to Port of Leith Housing Association Limited {(POLHA} as a transfer of
engagements.

At the date of transfer, LAHA was a participating member of the Scottish Housing Associations’ Pension
Scheme; a multi-employer defined benefit pension scheme. New legislation on the treatment of funding
deficits when solvent employers withdraw from a multi-employer scheme came into effect on 2 September
2005 and required the withdrawing employer to settle a minimum funding debt level.

A form of security in favour of the Pensions Trust for the buy-out liability, as an alternative to payment of
the liability, was agreed during 2009. An "account security arrangement” has heen entered into with the
Pensions Trust and the Association placed on deposit in 2009 the sum of £520,507. The deposit held
under the security arrangement must be amended as necessary to reflect the periodic revaluation of the
buy-out debt. As at 31 March 2012 the Association has increased the sum on deposit to £993,370 being
the latest valuation of the buy-cut debt obtained from the Pensions Trust. This separate deposit account
is included in these accounts.

30. Prior year adjustment

Under first time implementation of component accounting, which was introduced according to the
Statement of Recommended Practice, Accounting by Registered Social Housing Providers (SORP 2010},
housing properties were required to be split into components where the useful economic lives vary
materially from the life of the structure. The costs of components are identified and depreciated over a
shorter period than the main structures.

The main effects are that a large part of major repairs expenditure on assets (replacement of
components) acquired before 1 April 2011 will now be capitalised and offset by an increased annual
depreciation charge. A prior year adjustment to asset cost to reflect the increased cost of replacements in
pricr years is required, and similarly the depreciation on this adjustment is the prior year depreciation
adjustment. These adjustments are shown in note 11.

The SORP 2010 also changed the recommended treatment of transfers of engagement recognising the
transfer of net assets as a gift to be taken to the Income and Expenditure Account and hence the revenue
reserve, rather than as resulting in negative goodwill. The Association has adopted this treatment in
respect of transfer of engagements in 2007 of Lorne Area housing Association and has released the
balance of the negative goodwill of £5.2m at 31 March 2011 to the revenue reserve. The annual
amortisation of the goodwill to the Income and Expenditure account was approximately £117k.

The impact of these two changes on reserves is shown in note 19.
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