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PORT OF LEITH HOUSING ASSOCIATION LIMITED
REPORT of the BOARD of MANAGEMENT
For the year ended 31 March 2014

The Board has pleasure in presenting its report on the Association's affairs for the year ended
31 March 2014.

Legal Status and Registration

The Association is established under the Industrial and Provident Societies Act 1965, (having formed
in 1973), is registered with the Office of the Scottish Charity Regulator as a charity, and with the
Scottish Housing Regulator as a registered housing association under the Housing (Scotland) Act
2010, and is also registered with the Financial Conduct Authority.

Membership of Board of Management and Structure

The Association’s Rules provide for up to 15 members (including two co-optees) on the Board. At the
year end the Board comprised 13 members (including one co-optee). In addition to the main Board,
there is one sub-Committee for Audit and Remuneration.

Members of the Board of Management during the year ended 31 March 2104 were as follows

Jack Hunter (Chair)

Margaret O’Connor (Vice Chair)

Mike Traynor (resigned March 2014)
Richard Bolton

Stanley Godman (Chair Audit Committee)
Paul Linton

Robert MacPherson

Ruth McNeil

Gordon Munro

Philip Neaves

Timothy Parker

Helen Phillips

Stephen Whitehead

David Spilsbury (co-opted November 2013)
Rosemary Miller (Resigned June 2013)
Raobert Saunders (Resigned June 2013)

The composition of the Board of Management changed slightly during the year resulting from three
resignations and one new addition to its membership. The Board undertook, for the first time, an
assessment of its strengths in support of its role to provide strategic direction and oversight of
performance. In addition to its regular monthly business meeting (held 10 times over the year), the
Board met on two specific away days, including with the Board of its subsidiary company, Persevere
Developments Limited, to discuss future strategy, planning priorities and risks.

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

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 activities of Port of Leith Housing Association (PoLHA) are the provision of high quality
accommodation at affordable rents for those in housing need and the provision of support services for
those in necessitous circumstances including due to age, infirmity, disability, handicap or economic
hardship.
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The Association has established Persevere Developments Limited (PDL) which is a private company
limited by shares (having formed in 2010 as wholly owned subsidiary of PoLHA). The principal
activity of PDL is to increase the range and variety of high quality housing available for those
experiencing difficulty accessing social or affording full market priced accommodation and is currently
focused on the provision of mid-market rented housing.

Mission and Strategy

The mission of the Association is to create a range of quality homes within neighbourhoods that are
great places in which to live. The Association’s principal area of operation is Leith and the wider
North Edinburgh area, including Newhaven, Granton and Portobello.

The Association aims to remain a strong effective organisation making an impact on increasing
peoples’ quality of life and wellbeing, contributing to the ongoing regeneration of the areas of
operation, developing and maintaining sustainable communities through alleviating poverty and
reducing social exclusion.

Housing, support and targeted community development activity including employability support will
remain our core activities. The Association will continue to diversify, using its expertise to increase
the range of products and services available to address need and demand within our communities.

The Association is committed to learn and improve in pursuit of delivering excellent services and
which provide value for money for its customers. It will continue to invest in its people and in the
wider community. The Association will adapt to the changing needs, expectations and opportunities
and deliver its services within a culture of continuous improvement.

The Association maintains a five year Business Plan setting out its mission, aims, priorities and
resources and which is reviewed and approved by the Board each year. The Plan is designed to
ensure that its strategy, products and services are delivered in accordance with its overall purpose
and mission, and that key risks are identified and mitigated. The Plan focuses on fulfilling the

following key aims:

Delivering valued services to customers;

Providing a wider choice of affordable housing;

Building and maintaining the wellbeing of the communities we serve;
Developing highly skilled and engaged staff and Board Members; and,

Being a highly effective organisation.

Business Review
Achievements and Performance

The Association has, over the past year, continued with its ambition to support the regeneration and
wellbeing of the community including being very active in developing new additional affordable
housing in the City. This has been particularly challenging due to the continued pressure on public
spending and restrictions on the availability of public subsidy. Also, in view of the changing nature of
demand for affordable housing in the City, the Association established a wholly owned subsidiary
company, Persevere Developments Limited (PDL) in 2010. This is its first year of operation providing,
through a service level agreement with PoLHA, much needed new mid market rented housing for the
growing number of middle income households who are in need of high quality affordable housing for
rent but who cannot access social rented or afford full open market housing.

New development: During the year building construction work started and is continuing to progress
at Albion Road (providing seven new homes for social rent and 35 new mid market rent homes
through PDL). Further progress was made with the design and joint procurement of building works at
Leith Fort which will create 62 new mid market rented homes through PDL plus new social rented

homes being developed by Edinburgh City Council.
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Over the past year the Association completed and let 297 new homes which is more than in any
single year over its 38 year history. New homes were completed and are now fully occupied and in
management at Lindsay Road/Western Harbour (providing 58 for social rent and 53 for mid market
rent through PDL), at Fox Street/Poplar Lane (providing 60 for social rent and 40 for shared
ownership), at Windsor Place, Portobello (providing 23 new mid market through PDL), at Magdalene
Drive (proving 23 for social rent), at Great Junction Street (providing 20 for social rent and 12 for mid
market rent through PDL, plus a new office for The Junction), and at Newhaven Road (providing eight
for social rent as part of Phase 1 of the development there). The Association was very pleased to
have been recognised by the Herald Property Awards as providing the best affordable housing
development of the year in Scotland for Lindsay Road.

The Association has continued to devote considerable time during 2013 liaising with Edinburgh City
Council and developers exploring new ways to finance new additional affordable housing in the City.
The need and demand for this continues to be very high. While our financial capacity is limited we will
work to explore the feasibility of new funding mechanisms, including through PDL, and continue to be
active partners with the ongoing regeneration of Leith and North Edinburgh over the coming years.

Property management: The Association has devoted considerable resources over the past two
years to carrying out and completing a comprehensive condition survey of all of its property assets.
The assessment, undertaken by independent consultants, has provided detailed up to date
information on current condition and projections for all property components, lifecycles and associated
cost estimates. These results have informed a new Asset Management Policy and strategy which
was approved by the Board this year. This will guide future investment plans and budgets required to
ensure that the Association’s property is well maintained and meets the appropriate standards and
particularly in order to deliver the Scottish Housing Quality Standard (SHQS) by 2015.

In 2013/14, £1.065m was invested to upgrade a further 177 homes during the year to meet the SHQS
standard. The investment made in our existing property over the past few years means that 95.2% of
our total number of homes in ownership now meet the Standard. We are confident that this will be
met in full by the required date of March 2015 subject to a small number of properties which need
agreement from other private owners before works can be undertaken and which is likely to take
longer to secure that.

The Association has continued to take action, and in light of the suspension of the City Council’s
Statutory Notice Repairs system, to directly manage a number of complex common repair and
improvement projects. These are located in pre-1919 tenement stairs of mixed ownership where the
Association has an interest either as majority but also as minority owners. During the year this co-
ordinated activity has focused on 27 separate stairs, affecting 139 flats in the Association’s ownership
and which are at various stages of progress to complete necessary repair works.

Customer feedback: The Association continued to assess its customer requirements and undertook
a comprehensive survey of all existing households and which for the first time included a “census” of
household composition and opinions. A total of over 1,600 surveys were completed which equates to
a 69% response rate. Overall, 89% of households have expressed being very/fairly satisfied with the
services provided by PoLHA. While this compares very favourably with our peers the survey also
provides some very important pointers towards improving our service further in future. It has provided
a more comprehensive understanding of our existing customers’ needs and which will be used to help
shape how our services should be developed and tailored to meet these in future.

The Association also monitors customer satisfaction for key services on an ongoing basis throughout
the year and which includes mystery shopping. Satisfaction with reactive repairs has averaged 95%
for all categories of repairs over the year. The Association has also spent considerable time this year
preparing itself for reporting performance in future in accordance with the new Social Housing Charter
from next year onwards.

Housing management and support: The Association let more homes over the year than it has ever
done in one year — 622 in total including both new lettings and relets of existing property. The
Association continued to work in partnership with other social landlords in the City (including housing
associations and the City Council) letting its social housing through the established Edindex system.
It took an average of 23 days to relet void properties excluding void property where more extensive
major planned works were required.
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The Association owns and manages three sheltered housing developments for older people, and
alongside other supported housing for specific needs, is registered with the Care inspectorate.
Following a routine inspection of the sheltered housing facilities in 2013, the Association was awarded
the top Grade 6 (excellent) for providing care and support to the residents. The Association has also
celebrated 25 successful years of St Nicholas Court with staff and residents (and their wider families)
marking this with a wide range of creative activity.

The work the Association does to alleviate poverty through the Money Matters project continued with
support being provided to 132 people during the year. This resulted in increasing incomes for these
households by over £36,000 and reducing current arrears by over £23,000. In view of the
forthcoming changes to welfare benefits further action has been taken during 2013/14 to increase the
resources available to assist low income households sustain their tenancies, manage their budgets
and maintain balanced rent accounts. The Association also took active steps to assist people to
move to smaller property wherever possible in order to reduce the impact of reduced benefit
entitlement due to the introduction this year of the bedroom tax/spare room subsidy.

The Association held a range of events involving customers in focus group meetings on key topics,
and including a specific “Dosh Day” on the forthcoming welfare reform changes, household budgeting,
and energy advice. These events (and including participating in the Leith Gala Day) provide valuable
information and an opportunity to discuss with customers to help shape how our services can be
developed further in future to both support households where necessary and reduce risks to the rental
income which the business requires to pay for its services.

Employability and community initiatives: The Association plays a very active part supporting the
wider community. It does this by providing a range of services to various client groups which are
focused on improving the employability of young people, reducing social isolation of older people,
improving the capacity of people to take a more active role and responsibility for their lives, and
improving the quality of the environment around their homes.

Though the Training Opportunities in Lothians (TOIL) project, a further 40 young people have, with
work placements and skills development, been supported into more positive destinations, including
apprenticeships, further education or employment. Since the Association established this project in
2005 there have been nearly 500 young people supported through the programme and which over the
past year achieved a positive outcome level of 67%. The TOIL service has also secured accreditation
from the SQA to deliver the new Certificate of Work Readiness which was launched by Skills
Development Scotland in 2013.

Through the Community Initiatives activity, the Association has also raised a further £114,000 last
year including a significant contribution from the Scottish Government People and Communities Fund
to finance the completion of works to Great Junction Street enabling “The Junction” project to relocate
its valued services supporting the health of young people into new office premises there. The
Association also completed its first “temporary greening” project on the reserved new primary school
site in Western Harbour. With the technical support from Edinburgh and Lothian Greenspace Trust,
and agreement with Forth Ports for the Association to take out a long lease for the site, (which is
unlikely to need a new school being built there for a number of years to come) what was a muddy
area exposed to fly tipping has been transformed into an open grassed and planted amenity for all
local residents in the new community to enjoy and use.

The Association is also active with its partners as a Board member of the Leith Neighbourhood
Partnership, working alongside the City Council, Lothian Health, Police Scotland, other key third
sector organisations and local community councils to develop and oversee delivery of the Community
Plan and to support joint working within our communities. The Association has also continued to play
a very active part as a key member of the Edinburgh Affordable Housing Partnership, facilitating
collaboration and co-ordinated activity on local and city wide housing priorities including delivery of

the City Housing Strategy.




PORT OF LEITH HOUSING ASSOCIATION LIMITED
REPORT of the BOARD of MANAGEMENT
For the year ended 31 March 2014

The Association has also continued to take an active role ensuring the Restalrig Community HUB
provides much needed community services during the year. It has also agreed to enter into a long
term lease with The Junction young peoples’ centre for the new commercial premises now completed
at Great Junction Street. A total of £102,512 has been secured over the year from various sources to
provide support with a range of community initiatives, including the following budgets and projects.
During what was the second year of the new (smaller and more competitive) Scottish Government
“People and Communities Fund” the Association has raised over £56,000 enabling services provided
by the Multi Cultural Family Base, Saheliya and Pilmeny Project for various employment and youth
activities. Funding of over £19,600 was secured from the Scottish Legal Aid Board (SLAB) for the
“Well Fairer Project” supporting tenancy sustainment activities. Nearly £10,000 was raised from the
Big Lottery under the “Awards for All" fund, providing starter packs to our tenants. This was also the
final year of a three year initiative with ScottishPower and Changeworks providing nearly £17,000 for
the “Warmer Homes Project” to provide money and energy efficiency advice to tenants.

Financial Review

Overall results: The Association turnover was £12.2m offset by operating costs of £10.4m, leading
to a surplus of £1.1m in the year to 31 March 2014. This is compared with a surplus of £2.0m in the
previous year. This reduction is mainly due to increased interest charges resulting from an increase
in overall private borrowings. Annual surpluses are required to cover long term maintenance
obligations to property, repayment of loans and future risks.

This has resulted in an increase in the value of net assets, from £26.6m to £27.7m as at March 2014.
The Association’s liquidity remains strong with a significant number of unencumbered properties
available as security if required.

Plans for the Future

The need and demand for additional affordable housing in the City remains very high. An increasing
proportion of the community, and particularly young people experience greater difficulty each year
accessing good quality, secure housing at affordable prices. The ageing profile of the population in
the City and ongoing pressure on public finances means that greater support will be needed, and co-
ordinated with other local agencies, to assist people to live longer within their homes.

In response to the growing and high demand for mid market rented housing in particular, the
Association, in conjunction with PDL, is better able to meet the pressing need for additional and a
more varied supply of affordable housing. The Association will continue to influence broader issues
affecting its tenants and the community through its membership of Leith Neighbourhood Community
Planning Partnership, working in collaboration with public bodies and various community groups and
projects.

The Association’s Business Plan to 2019 sets out the strategy and priorities over the next five years.
It will aim to deliver valued services to its customers, provide a wider choice of affordable housing,
continue to support wider community wellbeing including employability services, develop skilled Staff
and Board Members, and to be a highly effective organisation. Maintaining the ambition to continuing
to grow, there is financial capacity and plans to develop an additional 340 new homes over the plan
period. By investing a further £38m (comprising £6.4m of public subsidy and £31.6m of private
borrowing) it is anticipated that this will deliver 162 new social rented homes and 178 new mid market
rented homes.

This will increase the total of homes owned and managed by the Association to 3,057 homes and
raise total private borrowings from ¢.£33m to c.£47m. The Association will continue to argue the case
for additional public subsidy which is necessary to provide more in order to meet the acute need and
demand for affordable (social and mid market rented) housing in the City.

The Association will also work to demonstrate ways in which the mixed tenure development
approach, including the more commercial activities to be undertaken through PDL, can generate
added value and cross subsidy to support additional affordable housing. The Association will
maintain its commitment to existing households by keeping a close eye on the affordability of rents in
future and investing in its property to maintain high standards. It will work to invest over £13m in its
assets over the next five years to ensure high standards are maintained and including measures to
further improve the insulation and energy efficiency of its property in future.
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Over the past six years the Association has raised nearly £3m from various sources to support local
community projects. As the funding for these activities becomes ever more challenging the
Association will be reviewing the focus and priorities for continuing with this much needed and valued
wider community support work. The Association will also continue to explore ways to improve
environmental conditions and amenities for residents within its area of operation through further
"temporary greening” measures and by permanent improvements.

The continued introduction of changes to welfare benefits presents the greatest challenge to the
Association and for many of its customers in future. The changes including new housing benefit
restrictions and proposed direct payments under the new Universal Credit system present significant
ongoing challenges to lower income households and to the security of the primary source of income
to the Association. Having set out a plan of activity to mitigate the effects of welfare reform changes
including providing additional staff resources to support households manage and sustain tenancies it
will be necessary to ensure we continue to have a very clear understanding of all our customers, their
circumstances and preferences, in order to tailor services accordingly and minimise the financial risks

to the Association in fufture.

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

Employees

The Association’s policy is to discuss and consult with employees, through a staff representative
group, on all matters likely to affect employees’ interests. Information regarding the Association is
provided through staff team meetings and reports including a monthly business progress update
report. This seeks to achieve a common awareness on the part of all employees of the financial and
economic factors affecting the Association’s performance. The Association encourages all staff to
participate in reviewing its strategic direction and key priorities during its business planning process.
The Association strives to afford equal opportunities to all individuals and sections of the community
and the policy is 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 employees 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 year to 31 March 2014 (2013 - £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 year ended on that date. In preparing those accounts, the

Board is required to:

o select suitable accounting policies and then apply them consistently;

¢ make judgements and estimates that are reasonable and prudent;

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

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

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 Determination.

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.
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Internal Financial Control

The Board 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 to provide effective financial control can be summarised as
follows:

(a) 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 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 for decision; segregation of duties in appropriate
areas and physical controls over assets and access to records.

(e) the Board 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 confirms that it has reviewed the effectiveness of the Association’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 to 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.

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

Treasury Management Policy approved by the Board. 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 Association, as a matter of policy, does not enter into transactions of a speculative nature. At 31
March 2014, the Association has a mix of fixed and variable rate finance, which it considers
appropriate at this time.

Going Concern
The Board 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
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF C
PORT OF LEITH HOUSING ASSOCIATION LIMITED - T ‘

We have audited the consolidated accounts of Port of Leith Housing Association Limited for the year
ended 31 March 2014 which comprise the Income and Expenditure Account, 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. Our audit work has been undertaken so
that we might state to the Association’s members those matters we are required to state to them in an
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Association and the Association’s members as a
body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of the Board and the Auditor

As explained more fully in the Statement of Board's Responsibilities set out on page 7, the Board is
responsible for the preparation of accounts which give a true and fair view. Our responsibility is to
audit and express an opinion on the accounts 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 accounts

An audit involves obtaining evidence about the amounts and disclosures in the accounts sufficient to
give reascnable assurance that the accounts 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 accounts. In addition, we read all the financial and non-financial information in the annual
report to identify material inconsistencies with the audited accounts and to identify any information
that is apparently materially incorrect based on, or materially inconsistent with, the knowledge
acquired by us in the course of performing the audit. If we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report.

Opinion on accounts
In our opinion the accounts:

e give a true and fair view of the state of the Association’s and the Group’s affairs as at 31 March
2014 and of the Association’s and the Group’s income and expenditure for the year then ended,

e 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, Part 6 of the Housing (Scotland) Act 2010 and the Determination of Accounting

Requirements - April 2012.

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 require us to report to you if, in our opinion:

(a) the information given in the Board’s annual report is inconsistent with the accounts; or
(b) a satisfactory system of control over transactions has not been maintained; or

{(c) the Association has not kept proper accounting records; or

(d) the accounts are not in agreement with the books of account; or

(e) we have not received all the information and explanations we need for our audit.

C\J\éﬂe, <\

CHIENE + TAIT

Chartered Accountants and Statutory Auditor
61 Dublin Street

Edinburgh

EH3 6NL

2\ T\.\.L\.\ 2014




PORT OF LEITH HOUSING ASSOCIATION LIMITED

INCOME and EXPENDITURE ACCOUNT

For the year ended 31 March 2014

Turnover

Less: Operating costs

Operating surplus

Gain on sale of fixed assets

Interest receivable and similar income

Interest payable and similar charges

Surplus on ordinary activities before
taxation

Tax on surplus on ordinary activities

Surplus for the year

All results relate to continuing activities

The notes on pages 13 to 28 form part of these accounts

Notes

213

10
10

1

20

Group Association
2014 2013 2014 2013
£000 £000 £000 £000
12,510 9,762 12,211 9,762
10,397 7,508 10,382 7,508
2,113 2,254 1,829 2,254
9 44 9 44
77 23 77 23
(835) (289) (835) (289)
1,364 2,032 1,080 2,032
57 - - -
1,307 2,032 1,080 2,032
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
BALANCE SHEET

As at 31 March 2014

Group Association
Notes 2014 2013 2014 2013
£000 £000 £000 £000
Tangible fixed assets
Housing properties — depreciated cost 12 173,908 164,965 173,906 164,965
Less: Housing Association grants 12 (121,735) (120,273) (121,735) (120,273)
Less: Other public grants 12 (5,636) (3,651) (5,636) (3,651)
46,535 41,041 46,535 41,041
Other fixed assets 13 2,780 2,833 2,780 2,833
49,315 43,874 49,315 43,874
Investments 14 - - - -
Current assets
Stock and work in progress 15 - 1,464 - 1,464
Debtors 16 595 2,024 595 2,024
Cash at bank and in hand 23 14,583 6,970 14,288 6,970
15,178 10,458 14,883 10,458
Creditors: amounts falling due within one
year 17 3,846 4,595 3,778 4,595
Net current assets 11,332 5,863 11,105 5,863
Total assets less current liabilities 60,647 49,737 60,420 49,737
Creditors: amounts falling due after more
than one year 18 32,726 23,123 32,726 23,123
Net assets 27,921 26,614 27,694 26,614
Capital and reserves
Share capital 19 - - - -
Revenue reserves 20 27,921 26,614 27,694 26,614
27,921 26,614 27,694 26,614

Approved by the Board of Management @;lgned on its behalf by:-

\/ N /M{Z\/L Chairperson

Secretary

Keith Anderson

2 (Sl s1s
S/

The notes on pages 13 to 28 form part of these accounts

Board Member
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
CASH FLOW STATEMENT

For the year ended 31 Narch 2014

Group Association
Notes 2014 2013 2014 2013
£000 £000 £000 £000

Net cash inflow from operating
activities 21 5,407 3,879 5112 3,879
Returns on investments and
servicing of finance
Interest received 77 23 77 23
Interest paid (852) (482) (852) (482)
Net cash (outflow) from returns on
investments and servicing of
finance (775) (459) (775) (459)
Capital expenditure and financial
investment
Housing land and buildings
Acquisition and construction of
properties (10,991) (17,363) (10,991) (17,363)
Sale of housing properties 34 65 34 65
Housing Association Grant and other
capital grants received 4,486 6,418 4,486 6,418
Housing Association Grant repaid (28) (21) (28) (21)
Other fixed assets
Purchase of other fixed assets (142) (64) (142) (64)
Sale of other fixed assets 19 17 19 17
Net cash (outflow) from capital
expenditure (6,622) (10,948) (6,622) (10,948)
Net cash (outflow) before financing (1,990) (7,528) (2,285) (7,528)
Financing
Loan advances received 10,000 12,000 10,000 12,000
Loan principal repayments (397) (414) (397) (414)
Net issue of share capital - - - -
Net cash inflow from financing 9,603 11,586 9,603 11,586
Increase in cash in the year 22 7,613 4,058 7,318 4,058

The notes on pages 13 to 28 form part of these accounts
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS

For the year ended 31 March 2014

1. Accounting Policies
The Association is incorporated under the Industrial and Provident Societies Acts 1965 and is

registered with the Financial Conduct 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 Statement of Recommended Practice, Accounting
by Registered Social Housing Providers (SORP 2010) and the Scottish Housing Regulator's
Determination of Accounting Requirements (2012).

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

Going concern

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

Accounting for group companies
The Association has a wholly owned non-charitable subsidiary, Persevere Developments Limited.
These group accounts consolidate those of Port of Leith Housing Association Limited and its
subsidiary for the year to 31 March 2014.

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 and service charge 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. The threshold for capitalisation
of all fixed assets is £1,000. Depreciation is charged on a straight line basis over the expected
economic useful lives of the assets at the following annual rates:

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

For the year ended 31 March 2014

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 15-30 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 at 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 net realisable value is determined by an external valuation
by a RICS approved valuer.

Stocks and work in progress

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 qualifies
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 to housing properties are capitalised where these could result in 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.
14




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

For the year ended 31 March 2014

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

Operating 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 Group Association
2014 2013 2014 2013
£'000 £000 £000 £'000
Income from lettings 10,666 9,322 10,368 9,322
Rent losses from voids (163) (93) (163) (93)
10,503 9,229 10,205 9,229
Management services and other income 2,007 533 2,006 533
Total turnover 12,510 9,762 12,211 9,762
3. Turnover, operating costs, operating surplus: Association only
2014 2013
Operating  Operating Operating
Turnover Costs Surplus Surplus
£000 £000 £000 £000
Income and expenditure from lettings
and other activities
Social lettings — note 4 10,263 (7,795) 2,468 2,735
Other activities - note 5 1,948 (2,587) (639) (481)
Total 2014 12,211 (10,382) 1,829 2,254
Total 2013 9,762 (7,508) 2,254
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

4. Particulars of turnover, operating costs and operating surplus or deficit from social letting
activities: Association only

Shared
Housing Ownership
Accom- Accom-
modation modation 2014 2013
£000 £000 £'000 £'000
Income from lettings
Rent receivable net of identifiable service
charges 9,380 394 9,774 8,807
Service charges receivable (see below) 588 6 594 515
Gross rents receivable 9,968 400 10,368 9,322
Less: Rent losses from voids (159) (4) (163) (93)
Net rents receivable 9,809 396 10,205 9,229
Supporting People Income Receivable 58 - 58 58
Total income from lettings 9,867 396 10,263 9,287
Expenditure on letting activities
Services (see below) 529 4 533 602
Management and maintenance
administration costs 2,446 64 2,510 2,168
Reactive maintenance 1,465 - 1,465 1,083
Cyclical maintenance and SHQS costs 1,279 - 1,279 1,229
Rent losses from bad debts 57 - 57 77
Housing Depreciation 1,925 26 1,951 1,413
Housing impairment - - - -
Total expenditure on lettings 7,701 94 7,795 6,552
Operating surplus on letting activities 2,166 302 2,468 2,735

Services

Included within the service charges receivable above are amounts relating to non-eligible housing
benefit amounting to £24k (2013 — £20k). 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 balance 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.
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

5. Other Activities: Association only

2014 2013
Operating Operating
Other Total Operating Surplus/ Surplus/
Grants Income Turnover Costs (deficit) (deficit)
£000 £000 £000 £000 £000 £000
Wider role activities 261 261 (456) (195) (48)
Factoring - 15 15 (12) 3 2
Sale of shared
ownership properties - 1,677 1,577 (1,541) 36 -
Development &
construction of property
activities - - - (499) (499) (449)
Other agency/
management service - - - - - -
Other activities - 95 95 (79) 16 14
Total from other
activities 261 1,687 1,048 (2,587) (639) (481)
Total 2013 382 93 475 (956) (481)
6. Surplus on ordinary activities before taxation
Group Association
2014 2013 2014 2013
£000 £000 £000 £000
Surplus on ordinary activities before taxation
is stated after:
Depreciation 2,129 1,605 2,129 1,605
Auditor’s remuneration
Audit services 16 16 14 16
Non-audit services - 4 - 4

7. 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 emoluments (excluding pension contributions) exceed
£60,000 per annum. No emoluments were paid to any member of the Board of Management during
the year and details of emoluments paid to Officers follow.

2014 2013
£'000 £000
Total emoluments [excluding pension contributions but including
benefits in kind for the year] 273 280
Pension contributions on above 20 19
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

7. Officers’ emoluments and interests (Contd.)
2014 2013
£000 £000
The emoluments of the highest paid officer, excluding pension
contributions 89 86
Pension contributions on above 7 6

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

2014 2013
£60,001 to £70,000 2 3
£70,001 to £80,000 - -
£80,001 to £90,000 1 1

Expenses payable to Board Members for out of pocket expenses amounted to £1k (2013: £1k).

8. Employee information 2014 2013
£000 £000

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

follows:-

Wages and salaries 1,869 1,727

Social security costs 162 149

Pension costs 230 213

The average monthly number of persons employed by the Association during the year (including part-
time staff) was as follows:

2014 2013

No No

Office staff 58 58

Sheltered Accommodation Staff 7 7

Total Staff 65 65

Full-time equivalent office staff 56 56
Group Association

9. Gain on sale of fixed assets 2014 2013 2014 2013

£000 £'000 £'000 £000

Housing properties 7 40 7 40

Other fixed assets 2 4 2 4

9 44 9 44
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PORT OF LEITH HOUSING ASSOCIATION LIMITED

NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

10. Interest

Interest receivable and similar income
Interest receivable on bank balances

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

11. Tax on surplus on ordinary activities
(a) UK corporation tax

Based on the results for the year
Adjustments in respect of previous periods

Total current tax (note 11(b))
Deferred taxation (note 11(c))

Tax on surplus on ordinary activities

(b) Factors affecting tax change for the year

Group Association
2014 2013 2014 2013
£000 £000 £000 £000
77 23 77 23
77 23 77 23
973 565 973 565
(138) (2786) (138) (276)
835 289 835 289
Group Association
2014 2013 2014 2013
£000 £000 £000 £000
57 - - -
57 - - -
57 - - -

The tax assessed for the period is lower (2013:£Nil) than the expected tax charge as explained below:

Surplus on ordinary activities before taxation
Expected tax charge at 20%

Exempt charitable activities

Current tax charge (note 11(a))

(c) Deferred tax

Origination and reversal of timing differences

Current tax charge (note 11(a))

Group Association
2014 2013 2014 2013
£'000 £000 £000 £000
1,364 2,032 1,080 2,032
273 406 216 406
(216) (4086) (216) (406)
57 - - -

Group Association
2014 2013 2014 2013
£000 £:000 £000 £000

The Association is a registered Charity (number SC027945) and is not liable to United Kingdom
corporation tax on its housing activities. No tax liability exists in the year on the Association’s non-

housing activities
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PORT OF LEITH HOUSING ASSOCIATION LIMITED

NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

12. Tangible fixed assets — housing properties: Group and Association

Housing
Properties
held for
Letting
£000
Cost/Valuation
At 1 April 2013
Additions — properties
under construction -
Capitalised improvements
including components 1,125
Disposals including

146,078

replaced components (1,199)
Transferred 28,993
At 31 March 2014 174,997
Depreciation

At 1 April 2013 12,513
Charge for the year 1,925
Disposals including

replaced components (1,080)
At 31 March 2014 13,378
Depreciated cost 161,619
Housing Association

Grant

At 1 April 2013 99,866
Additions during period -
Repaid (28)
Transferred 14,340
At 31 March 2014 114,178

Shared
Ownership

Properties held

for Letting
£000

8,245

Housing
Properties in
course of
Construction
£'000

23,407

9,906

(28,993)

Housing
Properties
Total
£000
177,730
9,906

1,125

12,765
1,051

(1,060)

120,273
1,490
(28)

121,735
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

12. Tangible fixed assets — housing properties: Group and Association (Contd.)

Housing Shared Housing
Properties Ownership Properties in Housing
held for Properties held course of Properties
Letting for Letting Construction Total
£000 £000 £000 £'000
Other capital grants
At 1 April 2013 2,874 - 777 3,651
Additions during period - - 1,985 1,985
Transferred 2,762 - (2,762) -
At 31 March 2014 5,636 - - 5,636
Net book value
At 31 March 2014 41,805 2,346 2,384 46,535
At 31 March 2013 30,825 2,372 7,844 41,041

Development administration costs capitalised during the period amounted to £196k (2013: £168k).

Capitalised interest amounted to £138k (2013: £276k).

All housing land and buildings are heritable property. All schemes in progress have been approved
for Housing Association Grant.

Housing properties includes properties developed for mid-market rent and leased to Persevere
Developments Limited (note 26).

13 (a) Other fixed assets — Group and Association

Office
Heritable @ Computer Furniture & Motor
Property Equipment Equipment Vehicles Total
£000 £000 £000 £000 £000

Cost/Valuation
At 1 April 2013 3,027 575 178 91 3,871
Additions during year - 99 2 41 142
Disposals during year - - - (39) (39)
At 31 March 2014 3,027 674 180 93 3,974
Depreciation
At 1 April 2013 569 297 139 33 1,038
Provided during year 57 93 9 19 178
Disposals during year - - - (22) (22)
At 31 March 2014 626 390 148 30 1,194
Net book value
At 31 March 2014 2,401 284 32 63 2,780
At 31 March 2013 2,458 278 39 58 2,833
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

14. Investments - Association

The Association has a wholly owned non-charitable subsidiary, Persevere Developments Limited.

The Association holds one ordinary share of £1.

15. Stocks and work-in-progress

Shared Ownership property under construction

16. Debtors

Arrears of rent
Less: bad debt provision

Capital Grants receivable
Amounts due by subsidiary undertaking
Other debtors

17.  Creditors: amounts falling due within one year

Housing loans (note 18)

Prepaid rent

Contractors for retentions unpaid and certified
work

Amounts due to subsidiary undertaking

Trade creditors

Sundry creditors

Maintenance accruals

Corporation tax

Group Association

2014 2013 2014 2013

£000 £000 £000 £000

- 1,464 - 1,464

Group Association
2014 2013 2014 2013
£000 £000 £000 £000
473 411 473 411
(142) (140) (142) (140)
331 271 331 271
- 1,011 - 1,011
264 742 264 742
595 2,024 595 2,024
Group Association

2014 2013 2014 2013
£000 £000 £000 £000
397 397 397 397
273 233 273 233
646 856 646 856
427 950 425 950
490 335 481 335
1,556 1,824 1,556 1,824
57 - - -
3,846 4,595 3,778 4,595
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

18. Creditors: amounts falling due after more than one year

Group Association
2014 2013 2014 2013
£000 £000 £000 £000
Housing loans 32,726 23,123 32,726 23,123

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 5.5% (2013: 0.9% to
5.7%) over a period of between 10 and 25 years in instaiments due as follows:

Group Association
2014 2013 2014 2013
£'000 £000 £000 £000
In one year or less 397 397 397 397
Between one and two years 408 397 408 397
Between two and five years 11,289 11,190 11,289 11,190
In five or more years 21,029 11,536 21,029 11,536

33,123 23,520 33,123 23,520

19. Share capital 2014 2013

Shares of £1 each issued and fully paid

At 1 April 2013 420 412
Issued during the period 5 8
Cancelled in period (195) -
At 31 March 2014 230 420

Each Member of the Association holds one voting share (nominal value £1) in the Association. 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’

meetings.

20. Reserves

Group Association
2014 2013 2014 2013
£'000 £'000 £'000 £000
At 1 April 2013 26,614 24,582 26,614 24,582
Surplus for the year 1,307 2,032 1,080 2,032
At 31 March 2014 27,921 26,614 27,694 26,614
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

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

Group Association
2014 2013 2014 2013
£000 £000 £000 £000
Operating surplus 2,113 2,254 1,829 2,254
Depreciation on housing stock 1,951 1,413 1,951 1,413
Depreciation on other fixed assets 178 192 178 192
Decrease/(Increase) in debtors 418 (564) 418 (564)
(Decrease)/increase in creditors (717) 1,405 (728) 1,405
Decrease/(increase) in stocks 1,464 (821) 1,464 (821)
Net cash inflow from operating activities 5,407 3,879 5112 3,879
22, Reconciliation of net cash flow to movement in net debt
2014 2013 2014 2013
£'000 £000 £000 £'000
Increase in cash in the period 7,613 4,058 7,318 4,058
Cash (inflow) from loan net (advances) (9,603) (11,586) (9,603) (11,586)
Change in net debt resulting from cash flows and
movement in net debt (1,990) (7,528) (2,285) (7,528)
Net debt at beginning of period (16,550) (9,022) (16,550) (9,022)
Net debt at end of period (18,540) (16,550) (18,835) (16,550)
At
31
At 1 April Cash Other March
23. Analysis of net debt 2013 Flows Changes 2014
£'000 £000 £000 £000
(a) Group
Cash at bank and in hand 6,970 7,613 - 14,583
Debt due within one year (397) 397 (397) (397)
Debt due after one year (23,123) (10,000) 397 (32,726)
(16,550) (1,990) - (18,540)
At
31
At 1 April Cash Other March
23. Analysis of net debt 2013 Flows Changes 2014
£000 £'000 £000 £000
(b) Association
Cash at bank and in hand 6,970 7,318 - 14,288
Debt due within one year (397) 397 (397) (397)
Debt due after one year (23,123) (10,000) 397 (32,726)
(16,550) (2,285) - (18,835)
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

24, Pension Obligations

Port of Leith Housing Association Limited participates in the Scottish Housing Associations’ Pension
Scheme (‘the Scheme’). The Scheme is funded and is contracted-out of the State Pension scheme.

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

The Trustee commissions an 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 meet its pension obligations as they fall due.
The last formal valuation of the Scheme for which results are available was performed as at 30
September 2009. The final results of the 2012 valuation are not yet available but preliminary
statements from the Scheme trustees indicate an increase in the deficit in the Scheme and a revised
recovery plan requiring deficit contributions to be paid over the period of 13 years and six months
from 1 April 2014 to 30 September 2027. The deficit contributions are to increase at 3% per annum
under the plan and each employer’s revised deficit contribution details are expected to be available in
early July 2013. The following disclosures relate to the 2009 actuarial valuation and 2011 update.

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 to a past service funding level 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 levied by the Trustee of the Scheme. The debt is due in the event of the employer ceasing
to participate in the Scheme or the Scheme winding up.

The debt for the Scheme as a whole is calculated by comparing the liabilities for the Scheme
(calculated on a buy-out basis, i.e. 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.
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

24. Pension Obligations

Port of Leith Housing Association Ltd 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 2013. As of this date the estimated employer
debt for the Association was £7.65m. No provision for this contingent liability has been made as
crystallization of the buy out debt remains remote at the date of these accounts.

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 structures for their active members (as at the first
day of April in any given year) and their new entrants. An employer can only operate one open
benefit structure at any one time. An open 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 career average revalued
earnings with a 1/80th accrual rate for new members from 1 April 2011.

During the accounting year Port of Leith Housing Association Ltd paid contributions at the rate of
7.4% of pensionable salaries. Member contributions varied between 7.5% and 11.8% as at the
balance sheet date there were 45 (2013: 36) active members of the Scheme employed by the
Association. The annual pensionable payroll in respect of these members was £1.4M.

The key valuation assumptions used to determine the assets and liabilities 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 45

Rate of pension increases

- Pension accrued pre 6 April 2005 in excess of GMP 2.9

- Pension accrued post 6 April 2005 (for leavers before 1 October 1993 pension 22

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

For the year ended 31 March 2014

24. Pension Obligations (Contd.)

Total contribution Rates for Future Service (payable from 1 April 2011) %
Final salary 1/60ths 19.2
Career average revalued earnings 1/60ths 17.1
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 * 104

(* 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

Group Association
2014 2013 2014 2013
£'m £'m £'m £'m

Housing developments
Capital expenditure that has been contracted for but 4.2 7.7 4.2 7.7
has not been provided for in the accounts

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

Capital expenditure that has been authorised by the
Board but has not yet been contracted for - 4.2 - 4.2

All deferred securities have been satisfied.

26. Units of Accommodation

At At
1 April 31 March
Group and Association 2013 Additions Disposals 2014
Property held for letting
General 1,979 145 (1) 2,123
Sheltered 105 - - 105
Medium dependency 166 - - 156
Wheelchair housing 48 - - 48
Special needs 44 - - 44
Mid-market rent - 88 - 88
Shared ownership 141 - - 141
2,473 233 (1) 2,705

As at 31 March 2014 the number of properties the Association leased to Persevere Developments
Limited for onward letting at mid-market rent was 88 (2013: Nil).
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PORT OF LEITH HOUSING ASSOCIATION LIMITED
NOTES to the GROUP ACCOUNTS (Contd.)

For the year ended 31 March 2014

27. Related party disclosure

The tenant members of the Board of Management during the year, Robert MacPherson, Ruth McNeil
and Helen Phillips had tenancies on normal terms and these Board Members cannot use their

position to their advantage.

The Association has leased to Persevere Developments Limited, its subsidiary company, those
properties which it has developed for mid-market rent. Port of Leith Housing Association also
provides staff and services to Persevere Developments under a Service Level Agreement (SLA).
Under the terms of the lease and SLA no charges fall to be made by Port of Leith Housing
Association for 2013/14; however quarterly charges commence in the quarter commencing 1 April
2014 and continue over the duration of the lease concluding with a final charge in the quarter
following the termination of the lease and SLA.

28. 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 been 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 2013 the Association has increased the sum on
deposit to £1,008,378, being the latest valuation of the buy-out debt obtained from the Pensions
Trust. This separate deposit account is included in these accounts.
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