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Our objective

To maximise benefit
take-up and minimise
rent arrears.

The arrears figure of £116,113 is net of outstanding housing benefit due
at 28 February 2009 from Falkirk and West Lothian Councils.

Total rent receivable 2008/09 £6,218,278
 Current tenant rent arrears at end of financial year £116,113
Arrears as a % of rental income 1.87%
|
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Void Houses Performance 2008/09

To offer houses for re-let ! PR (S Nl”
as quickly as possible, : I § A
and so minimise rent loss
and waiting time.

This year, 107 houses were re-let (5.0% turnover) incurring a total rent

loss for the year of £27,766 at 0.45% of rent receivable.

Total rent receivable £6,218,278
Total rent loss on voids £27,766
Rent loss as a % of rent receivable 0.45%

Housing Management 2008-2009 7



Reactive Maintenance Performance 2008/09

repair &

- To provide a safe,
speedy repairs service
for all tenants.

In 2008/09, a total of 9,086 reactive maintenance jobs were carried out to our houses. 83.7% were carried out by our own
maintenance team, with the remainder e.g. fencing, landscaping, glazing etc., carried out by local contractors. Performance
on repairs continues to be exemplary with only eight repairs completed outwith their target time. Overall our maintenance

team and local contractors successfully responded to 99.91% of repairs on time.

Repairs completed 9,086
Repairs not completed in target time 8
Repairs not completed as a % 0.09%

8 Housing Management 2008-2009



Registered Office and Advisors

s |

Auditors Baker Tilly UK Audit LLP
First Floor, Quay 2

Registered Number: 140597 139 Fountainbridge
Scottish Charity Number: SC021100 Edinburgh
Registered with Communities Scotland Number: 361 EH3 9QG

Bankers Bank of Scotland
66 North Bridge Street Level 8
Bathgate 123 St. Vincent Street
West Lothian Glasgow
EH48 4PP G2 5EA

Solicitors HBJ Gateley Wareing (Scotland) LLP

Exchange Tower
19 Canning Street
Edinburgh

EH3 8EH

Funders Dunfermline Building Society
Caledonia House
Carnegie Avenue
Dunfermline
KY11 8PJ

Housing Management 2008-2009 9



10

Directors’ Report

The directors submit their report and the

audited financial statements of the company
for the year ended 28 February 2009.

Weslo Housing Management is a company limited by
guarantee and is governed by its Memorandum and
Articles of Association. Accordingly the company does
not have share capital. It is a registered charity and its
principal activity is the provision of rented housing
accommodation to tenants. The company is also a

Registered Social Landlord.

The company became a Registered Social Landlord on

12 February 2007 and now prepares an Income and

Expenditure Account in order to comply with the Statement

of Recommended Practice — Accounting for Registered
Social Landlords (update 2008) and the 2007 Accounting
Order for Registered Social Landlords.

The results for the year are set out in the Income and
Expenditure Account on page 20. The net surplus of
£321,096 (2008: surplus £37,156) was charged

against reserves.

Housing Management 2008-2009

Left to right:

Mike Crozier, Operations Director
Mike Bruce, Chief Executive
Professor Peter Robson, Chair

Douglas Drummond, Finance Director

The directors who held office during the period were:

MA Bruce Chief Executive

MS Crozier Operations Director

DW Drummond Finance Director

PWG Robson Non-Executive Chairman

Andrew Sneddon Tenant Representative

Janette Wallace Tenant Representative

Hugh Ruck Tenant Representative
(Retired 23.07.08)

Eileen Stirling Tenant Representative

Alex Bow Tenant Representative

(Appointed 23.07.08)
Frank Anderson West Lothian Council
Representative
Gerry Goldie Falkirk Council Representative
John Spraggon

Jack Wilson

Community Representative
Community Representative
(Retired 26.11.08)
Margaret Mcintyre Community Representative
(Appointed 04.02.09)

The Memorandum and Articles of Association contain the

rules covering the appointment and removal of directors.



The company has purchased insurance against liabilities in
relation to the company, arising from the actions of all

directors and other officers of the company.

The directors confirm that the charitable company’s
assets are available and adequate to fulfil the obligations

of the Company.

The directors are required to prepare financial statements

for each financial year which give a true and fair view of the
state of affairs of the company and of the surplus or deficit
of the company for that period. In preparing those financial

statements, the directors are required to:

select suitable accounting policies and then apply
them consistently;

make judgements and estimates that are
reasonable and prudent;

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

financial statements;

prepare the financial statements on the going
concern basis unless it is inappropriate to presume
that the company will continue in business.

The directors are responsible for keeping proper accounting
records which disclose with reasonable accuracy at any time
the financial position of the company and to enable them to
ensure that the financial statements comply with the
Companies Act 1985 and principles of the Housing
(Scotland) Act 2001 and the Registered Housing
Associations (Accounting Requirements) (Scotland) Order
2007. They are also responsible for safeguarding the assets
of the company and hence for taking reasonable steps for

the prevention and detection of fraud and other irregularities.

The maintenance and integrity of the Weslo Housing
Management website is the responsibility of the directors.

Legislation in the United Kingdom governing the

Directors’ Report

preparation and dissemination of financial statements may
differ from legislation in other jurisdictions and from which

the information can be accessed.

The directors have taken all possible steps to make
themselves aware of any relevant audit information, and to
make the auditors aware of this, and in so as they are
aware, there is no relevant audit information which the

company’s auditors are not aware of.

Governing document
Weslo Housing Management is a company limited by
guarantee with charitable status, governed by its
Memorandum and Articles of Association and is not liable
for Corporation Tax. The company consists of a maximum
of 12 members comprising:
(a) a maximum of four tenants of houses owned by
the company.
(b) the persons filling the three senior full-time executive
positions in the company.
(c) a maximum of three representatives of the
general community.
(d) an appointment made by Falkirk Council.
(e) an appointment made by West Lothian Council.

Appointment of directors

As set out in the Articles of Association the directors are
appointed by the members. One half of directors in
category (a) shall retire at every second annual general
meeting. At each annual general meeting the longest
serving director in category (c) shall retire. In both cases

there is the option to stand for a further term.

Training and induction of directors

All directors receive an induction pack along with a training
programme carried out by external consultants on joining
the Board which includes information on their legal
obligations under charity and company law, copies of the
Memorandum and Articles of Association, Members
Handbook and copies of the latest management and

statutory accounts.

Housing Management 2008-2009
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Directors’ Report

Organisation

The Board of Directors oversees the strategic direction of
the company meeting on a six weekly cycle. The Board is
responsible for reviewing the strategy and performance, as
well as setting operational plans and budgets. The day to
day operations of the company are administered by the

senior executive team.

Risk management and internal controls

The directors also have responsibility for maintaining a
sound system of internal financial control that supports the
achievement of the organisation’s aims and objectives and
safeguard its assets. The system of internal control is
designed to manage rather than eliminate the risk of failure
to achieve the organisation’s aims and objectives — it can
therefore only provide reasonable and not absolute

assurance of effectiveness.

The system of internal control is based on an ongoing
process designed to identify the principal risks to the
achievement of the organisation’s aims and objectives and
to evaluate the nature and extent of those risks and to
manage them efficiently, effectively and economically.

This process has been in place since the year ended

28 February 2005 and is subject to annual review.

The key elements of this system of internal control and

review can be summarised as follows:

Risk management and internal control are
considered on a regular basis by the directors. The
directors have assessed the major risks to which the
company is exposed, in particular those related to
the operations and finances of the business, and are
satisfied that systems are in place to mitigate the

company’s exposure to the major risks;

The organisation has a comprehensive risk
management strategy and an established risk
register. The risk register compiles and prioritises the
key risks being faced by the organisation and the

control strategies to manage these;

Housing Management 2008-2009

The organisation’s internal auditors submit regular
reports to the Board which include the internal audit's
independent opinion on the adequacy and
effectiveness of the organisation’s system of internal

control together with recommendations for improvement.

Treasury management policy

The company will endeavour to maximise investment
income by putting all surplus funds on deposit at the

most advantageous rate available. The company will also
seek to retain sufficient flexibility in its treasury management
so that funds can be easily accessed as and when

opportunities arise.

Rent policy

The company aims to continue to house those in housing
need. The objectives are to charge affordable rents and to
charge similar rents for similar sizes and types of property,
where appropriate, depending upon the geographical
location. The Company’s policy, for a number of years has
been to increase rents by using the Retail Prices Index
(RPI). As a point of reference with an increase being
applied of RPI + 1% on 1st April each year, and this was
ratified by the Board for 2009.

Maintenance and repairs

The company seeks to maintain its properties to the highest
standards. To that end programmes of planned
maintenance works are carried out annually to deal with the
gradual and predicable deterioration of building
components. It is expected that the cost of all of these
repairs will be charged to the Income and Expenditure
Account. In addition, the company has a long-term
programme of major repairs to cover for works, which have
become necessary since the original developments were
completed, including works required by subsequent
legislative changes. This includes replacement or repairs to
components of the properties, which have come to the end
of their economic lives. The cost of these repairs is to be
charged to the Income and Expenditure Account, unless it
is agreed they can be capitalised within the terms outlined

in the Statement of Recommended Practice (SORP).



Reserves strategy policy

The company will build up reserves in order to fund future
maintenance and improvement works to its properties.
Reserves may also be used to assist in the funding of new
build and development opportunities. The company does
not have designated reserves for major repair works.
Funding of all major repair works will come from the
company’s income stream as shown in the company’s

30 year business plan model. The company will seek to

maintain unrestricted reserves in the region of £2 million.

Directors’ interests in shares of the company
No directors held beneficial interests in the shares of

the company at 28 February 2009, or at any time during
the period.

The primary objective of the company is to:
Provide affordable, good quality rented housing
suited to the requirements of the community thereby
assisting the Local Authorities in meeting the general

housing needs of their areas.

The key strategy for achieving this is:
Exercise local control over the housing stock and
enable tenants and employees to have a greater say

in policies affecting their housing and environment.

The key activities that contribute to the achievement of this
objective are:
Support costs — improve the management service
for tenants and provide further options for
improvement of their homes.
Maintenance works — manage, maintain and
develop the housing stock and its environment
through maintenance works.
Interest payable and similar charges — use the
resources of the company and other locally based
groups to promote economic development of the
area and give tenants as much choice as possible in

the service they receive.

Directors’ Report

Key factors outwith the company’s control are changes in
legislation and government, interest rate fluctuations, local
economy and community, succession planning and
employee relationships. However, each of these factors are
quantified, controlled, reviewed and regularly reported as
part of the risk management strategy as documented in

Structure, Governance and Management.

The following key achievements are outlined to highlight

performance achieved against the objectives stated above.

Mortgage to Rent scheme
During the year the company acquired a total of 8
properties through the Mortgage to Rent (MTR) scheme

through a combination of grant and debt funding.

Scottish Housing Quality Standard

As part of the company’s commitment to meet the Scottish
Housing Quality Standard by 2015 a programme of
planned maintenance works totalling £1.586m was

completed during the year.

West Lothian Common Housing Register
The company participates with West Lothian Council and
other local housing providers in working together to provide

a West Lothian wide Common Housing Register.

Rent arrears performance 2008/09
OUR OBJECTIVE:
To maximise benefit take-up and minimise

rent arrears.

Total rent receivable £6,218,278
Current tenant rent arrears

at end of financial year £116,113
Arrears as a % of rental income 1.87%

The arrears figure of £116,113 is net of outstanding
housing benefit due at 28 February 2009 from Falkirk and

West Lothian Councils.

Housing Management 2008-2009
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Directors’ Report

Void houses performance 2008/09

OUR OBJECTIVE:

To offer houses for re-let as quickly as possible, and
so minimise rent loss and waiting time.

Total rent receivable £6,218,278
Total rent loss on voids £27,766
Rent loss as a % of rent receivable 0.45%

This year 107 houses were re-let (5.0% turnover)
incurring a total rent loss for the year of £27,766 — 0.45%

of rent receivable.

Reactive maintenance performance 2008/09
OUR OBJECTIVE:

To provide a safe, speedy repairs service for all
tenants.

In 2008/09, a total of 9,086 (2007/08 — 8,845) reactive
maintenance jobs were carried out to our houses, 83.7%
(84.8%) were carried out by our own maintenance team,
with the remainder e.g. fencing, landscaping, glazing etc.,
carried out by local contractors. Performance on repairs
continues to be exemplary with only 8 repairs completed
out with their target time. Overall our maintenance team
and local contractor successfully completed 99.91%

(99.92%) of repairs on time.

At the end of the year the company was in a strong
financial position with a cash balance of £1.95 million. The
company will seek to maintain unrestricted reserves in the
region of £2 million. These will be used to fund the
necessary maintenance works to achieve the Scottish
Housing Quality Standard by 2015. The required level of
reserves held by the company will be reviewed annually by
the Directors. The company has in place a financial
covenant with Dunfermline Building Society which requires
the ratio of annual surplus to interest payable to be no less

than 110%. There were no breaches during the year.

Housing Management 2008-2009

Income generation
The following account for the principal sources of income
for the company:

income generated through rental of houses

(which supports the primary key objective)

right to buy sales

recoveries from owner occupiers

interest from funds on deposit

Expenditure for the year is made up of the following:
the ongoing programme of planned maintenance
works approved by the Board designed to safeguard
the fabric and structure of the properties
the day to day management and maintenance of
the houses

debt serving costs

The company’s plans for the future period consist mainly of
providing services in line with core objectives. Future

developments are in line with the company’s stated objectives.

As a Registered Social Landlord the company intends to
work with West Lothian (as part of WLSA) and Falkirk
Councils as well as the Housing and Regeneration
Directorate to identify future development opportunities

which will provide additional affordable housing.

The company will play an active role in the West Lothian

wide Common Housing Register.

The company will continue to work towards meeting
the requirements of the Scottish Housing Quality Standard
by 2015.

The company plans to set up a subsidiary, Weslo Initiatives
Ltd to take over the day to day management of its 16
market rent flats. Ownership of the properties will remain
with Weslo Housing Management. The planned date for
the subsidiary commencing business is 1 September 2009.
Any surplus funds generated by Weslo Initiatives Ltd will

revert to Weslo Housing Management.



Directors’ Report

The company has charitable status and as a result it is not

liable to Corporation Tax on its core activities.

The company’s policy with regard to the payment of
suppliers is to:
agree the terms of payment at the start of business
with that supplier;
ensure that the suppliers are made aware of the
terms of the payment;
pay in accordance with its contractual and

legal obligations.

During the year to 28 February 2009 the company took
an average of 15 days (23 days in 2008) to settle its bills

with suppliers.

PWC resigned during the year. Baker Tilly UK Audit LLP
were appointed as auditors during the year and have
indicated their willingness to continue in office. A resolution
regarding their reappointment will be proposed at the next

Annual General Meeting.

BY ORDER OF THE BOARD

HBJGW Secretarial Ltd
Exchange Tower

19 Canning Street
Edinburgh

EH3 8EH

August 2009
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Directors’ Statement on the Company’s System

of Internal Financial Control

for the Year Ended 28 February 2009

The Directors acknowledge their ultimate responsibility for
ensuring that the company has a system of controls in
place that is appropriate to the various business
environments in which it operates. These controls are
designed to give reasonable reassurance with respect to:
The reliability of financial information used within the
company or for publication;
The maintenance of proper accounting records;
The safeguarding of assets (against unauthorised use

or disposition).

It is the Directors’ responsibility to establish and maintain
systems of internal financial control. Such systems can only
provide reasonable and not absolute assurance against
material financial misstatement or loss. Key elements
include ensuring that:
Formal policies and procedures are in place, including
the documentation of key systems and rules relating to
the delegation of authorities, which allow the
monitoring of controls and restrict the unauthorised use
of the company’s assets;
Experienced and suitably qualified staff take
responsibility for important business functions. Annual
appraisal procedures have been established to
maintain standards of performance;
Forecasts and budgets are prepared regularly which
allow the Directors and staff to monitor the key
business risks and financial objectives, and progress
towards financial plans set for the year and the
medium term;
Regular management accounts are prepared promptly,
providing relevant, reliable and up-to-date financial and
other information and significant variances from budget
are investigated appropriately;
All significant new initiatives, major commitments and
investment projects are subject to formal authorisation
procedures, through relevant sub-committees

comprising Director members and others;

Housing Management 2008-2009

The company has a programme of internal audit
whereby annual reports are submitted to the Board
giving the auditors’ opinion on the adequacy and
effectiveness of the company’s system of internal
control along with their recommendations for
improvement;

The Directors review reports from management, from
staff and from the external and internal auditors to
provide reasonable assurance that control procedures
are in place and are being followed. This includes a
general review of the major risks facing the company.
Formal procedures have been established for instituting
appropriate action to correct weaknesses identified

from the above reports.

The Directors have reviewed the effectiveness of the
system of internal financial control in existence in the
company for the year ended 28 February 2009 and until
the date below. No weaknesses were found in internal
financial controls, which resulted in material losses,
contingencies or uncertainties, which require disclosure in
the financial statements or in the Auditor’s Report on the

financial statements.

BY ORDER OF THE BOARD

P < Pmnd

D W Drummond,
Director
22 July 2009



Auditors’ Report on Corporate Governance Matters
for the Year Ended 28 February 2009

In addition to our audit of the accounts, we have reviewed
the Directors’ statement on page 16 concerning the
Registered Social Landlord’s compliance with the
information required by the section on Internal Financial
Control within SFHA's publication ‘Raising Standards in

Housing'.

We carried out our review having regard to the Bulletin
1999/5 issued by the Auditing Standards Board. The
Bulletin does not require us to review the effectiveness of
the Registered Social Landlord’s procedures for ensuring
compliance with the guidance notes, nor to investigate the

appropriateness of the reasons given for non-compliance.

In our opinion the statement on Internal Financial Control
on page 16 has provided the disclosures required by the
section on Internal Control within the SFHA's publication

“Raising Standards in Housing” and is consistent with the
information which came to our attention as a result of our

audit work on the financial statements.

BAKER TILLY UK AUDIT LLP
First Floor, Quay 2

139 Fountainbridge
Edinburgh

EH3 9QG

27 July 2009
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Independent Auditors’ Report
to the Members of Weslo Housing Management
for the Year Ended 28 February 2009

We have audited the financial statements of
Weslo Housing Management for the year
ended 28 February 2009 which comprise the
Income and Expenditure Account, statement
of Total Recognised gains and Losses,
Balance Sheet, Cash Flow Statement and
related notes. These financial statements
have been prepared in accordance with the

accounting policies set out therein.

This report is made solely to the Registered Social
Landlords members, as a body, in accordance with section
225 of the Companies Act 1985. Our audit work has been
undertaken so that we might state to the Registered Social
Landlords members those matters we are required to state
to them in an auditors’ report and for no other purpose. To
the fullest extent permitted by law, we do not accept
responsibility to anyone other than the Registered Social
Landlord and the Registered Social Landlords members as
a body, for our audit work, for this report and for the

opinion we have formed.

Housing Management 2008-2009

The Board’s responsibilities for preparing the Annual Report
and the financial statements in accordance with applicable
law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice) are set
out in the Board’s Responsibilities statement on page 11.
Our responsibility is to audit the financial statements in
accordance with relevant legal and regulatory requirements

and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial
statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985, the
Housing (Scotland) Act 2001 and the Registered Social
Landlords Accounting Requirements (Scotland) Order
2007. We also report to you if, in our opinion, if the
Association has not kept proper accounting records, if we
have not received all the information and explanations we
require for our audit, or if the information specified by law
regarding directors’ remuneration and other transactions is

not disclosed.

We read the Board’s Report and consider whether it is
consistent with those statements. We consider the
implications for our report if we become aware of any
apparent misstatements or material inconsistencies with
the financial statements. Our responsibilities do not extend

to any other information.



Independent Auditors’ Report
to the Members of Weslo Housing Management
for the Year Ended 28 February 2009

“We report to you our opinion
as to whether the financial
statements give a true and fair
view and are properly prepared
in accordance”

We conducted our audit in accordance with International In our opinion:

Standards on Auditing (UK and Ireland) issued by the the financial statements give a true and fair view, in
Auditing Practices Board. An audit includes examination, accordance with United Kingdom Generally

on a test basis, of evidence relevant to the amounts and Accepted Accounting Practice, of the state of the
disclosures in the financial statements. It also includes an Registered Social Landlords affairs as at 28 February
assessment of the significant estimates and judgements 2009 and of its surplus for the year then ended and
made by the Board in the preparation of the financial have been properly prepared in accordance with the
statements, and of whether the accounting policies are Companies Act 1985, the Housing (Scotland) Act
appropriate to the Registered Social Landlords’ 2001 and the Registered Social Landlords
circumstances, consistently applied and adequately Accounting Requirements (Scotland) Order 2007,
disclosed. and

the information given in the Board’s Report is
We planned and performed our audit so as to obtain all the consistent with the financial statements.
information and explanations which we considered

necessary in order to provide us with sufficient evidence to

give reasonable assurance that the financial statements are BAKER TILLY UK AUDIT LLP
free from material mis-statement, whether caused by fraud First Floor, Quay 2
or error or other irregularity. In forming our opinion we also 139 Fountainbridge
evaluated the overall adequacy of the presentation of Edinburgh
information in the financial statements. EH3 9QG
27 July 2009
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Notes
Turnover 2
Operating costs 3
Operating surplus
Gain on sale of fixed assets
Interest receivable and other income 4
Interest payable and other charges
Surplus on ordinary activities 7

The results for the year relate wholly to continuing activities.

‘Recognised Surplu

B—

Surplus for the year Notes

Actuarial (loss)/gain on pension scheme 22

Total recognised gains and losses relating to the year

Prior period adjustment 26

Total recognised gains and losses since last annual report

Weslo Housing Management 2008-2009

2009
£6,519,906
(4,877,996)

1,641,910
286,267
222,114

(1,829,195)

321,096

2009
£321,096
(1,041,000)
(719,906)

(747,149)

(1,467,055)

As restated
2008
£6,047,806
(5,007,115)

1,040,691
520,666
330,389

(1,854,590)

37,156

As restated
2008
£37,156
883,000

920,156



Balance Sheet at 28 February 2009

Housing properties

Gross cost less depreciation £40,775,127 £39,374,070
Less HAG and other grants (8,985,017) (8,370,217)
Net book value 11a 31,790,110 31,008,853
Other tangible fixed assets 11b 373,506 357,201
Total tangible fixed assets 32,163,616 31,361,054
Current assets
Stock — consumables 64,490 61,096
Debtors 12 1,082,756 814,454
Cash at bank and in hand 1,945,929 2,700,934
3,093,175 3,576,484
Creditors 13 (803,296) (1,117,371)
(@amounts falling due within one year)
Net current assets 2,289,879 2,459,113
Pension (liability)/asset 22 (699,000) 248,000
Total assets less current liabilities 33,754,495 34,068,167
Creditors 14 (81,971,207) (31,564,973)
(amounts falling due after more than one year)
Net assets 1,783,288 2,503,194

Capital and reserves

Revaluation reserve 15 1,412,009 1,463,561
Unrestricted funds 15 1,070,279 764,633
Pension reserve 15 (699,000) 275,000

1,783,288 2,503,194

The financial statements on pages 23 to 39 were approved and authorised for issue by the Board of Directors on

22 July 2009 and were signed on its behalf by:

Degles = D )

D W Drummond, Director M Bruce Director
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Cash Flow Statement for the Year Ended 28 February 2009

Net cash inflow from

operating activities (note 18)

Returns on investment and
servicing of finance
Interest received

Interest paid

Net cash outflow from returns on

investment and servicing of finance
Capital expenditure

Purchase of housing properties

Reduced by housing association grant received
Proceeds from sale of housing

properties net of legal fees

Purchase of other tangible fixed assets

Net cash outflow from investing activities

Net cash outflow before financing

Financing

Receipt of bank loan

Net cash inflow from financing (note 21)

(Decrease) in cash and cash

equivalents (note 19)

Housing Management 2008-2009

165,975
(2,141,100)

(2,347,074)
614,800

437,683
(158,911)

402,900

£2,270,722

(1,975,125)

(1,453,502)

(1,157,905)

402,900

(755,005)

£2,174,544
116,698
(1,546,113)
(1,429,415)
(2,614,748)
975,800
782,500
(274,936)
(1,131,384)
(386,255)
250,500
250,500
(135,755)



Notes to the Financial Statements 28 February 2009

The financial statements have been prepared in
accordance with applicable Accounting Standards,
the Statement of Recommended Practice —
Accounting for Registered Social Landlords (update
2008), and on the historical cost basis as modified
by revaluation of housing property on the transfer of
engagement. No adjustments have been made in
the accounts to reflect the effects of other inflationary
factors. The company is now fully compliant with the
Registered Social Landlords Accounting
requirements (Scotland) Order 2007. A summary of

the principal accounting policies is set out below.

Turnover

Turnover relates to the income from letting of
properties at affordable rents, and the supply of
feuing services, together with revenue grants from
the Housing and Regeneration Directorate, local

authorities and other organisations.

Housing properties

Housing Properties are stated at cost, less social
housing and other public grants and less
accumulated depreciation. Completed housing
properties are professionally valued on an existing
use basis. Surpluses and deficits are reflected in
the revaluation reserve. Permanent diminutions in
value of housing property are eliminated first
against any revaluation reserve in respect of that
property with any excess being charged in the
income and expenditure account. Depreciation is
charged on the cost of housing properties less
related HAG and Other grants on a straight line
basis over the expected economic useful lives of
the properties at an annual rate of 2%. Previously,
depreciation was charged on the gross cost of
housing properties. A prior period adjustment has
been made to reflect this change in accounting

policy (Note 26).

The directors adopted the transitional
arrangements permitted by FRS15; effectively
this freezes the values of properties at their newly

defined historic cost.

The company carries out an annual desktop
impairment review with an independent external
valuation carried out every 5 years. These
valuations have not in any way shown the

company’s assets to be impaired.

Work to existing housing properties
Expenditure on improvements to existing property,
which adds to the value of the property or extends
its useful life, is capitalised as part of the cost of the
property. All other maintenance expenditure is
written off the income and expenditure account in

the year in which it is incurred.

Sale of housing properties

Properties are disposed of under the appropriate
legislation and guidance. All costs and grants
relating to the share of property sold are removed
from the financial statements at the date of sale.
Any grants received that cannot be repaid from the
proceeds of the sale are abated and the grants

removed from the financial statements.

Social housing grant and other grants
Where developments have been financed wholly or
partly by Social Housing Grant or other capital
grant, the cost of those developments have been
reduced by the amount of the grant receivable. The
amount of the grants receivable is shown
separately on the notes to the financial statements.
Previously it the company amortised HAG and
Other Grants over the term of the loans relating to
the housing properties, which is not in line with the
SORP. The company no longer amortises HAG and
Other Grants. A prior period adjustment has been

made to reflect this fundamental error (Note 26).

Housing Management 2008-2009
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Social Housing Grant is received in respect of
revenue expenditure is credited to the Income and
Expenditure Account in the same period as the

expenditure to which it relates.

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

of sale.

Other fixed assets

Tangible fixed assets are depreciated to write off
the cost of assets over their estimated useful lives.
Assets under a value of £100 are charged to
revenue. The depreciation bases for the major

classes of assets are as follows:

Buildings - 2% straight line
Furniture & equipment - 25% straight line
Motor vehicles -  25% straight line
Leasehold improvements - 25% straight line
[T Systems -  25% straight line

Housing Management 2008-2009

Notes to the Financial Statements 28 February 2009

Pension costs

Pension contributions are charged to the income
and expenditure account on a systematic basis so
as to spread the cost of pensions over the
estimated remaining working lives of employees
and directors. Retirement benefits for most
employees are provided by the Lothian Pension
Fund. This is a defined benefit scheme. The
expected cost of providing staff pensions is
recognised in the income and expenditure account,
on a systematic basis over the expected average
lives of the members of the pension fund, in
accordance with Financial Reporting Standard 17:
Retirement Benefits and recognises the retirement
benefits as the benefits are earned and not when
they are due to be paid. The contributions are
determined by qualified actuaries, on the basis of
triennial valuations, using the projected units
method. The contributions charged are recognised

in the accounting periods in which they arise.

Leases

Assets held under operating leases are not
capitalised. The attributable lease rentals are
expensed to the income and expenditure account

in the period in which they are incurred.

Finance costs

Interest is charged as incurred.

Stock

Stocks are stated at the lower of cost and net
realisable value. This represents building materials
used in the normal course of business to maintain

and repair the company’s housing stock

Unrestricted reserves

The unrestricted reserve represents funds which
are available for use at the discretion of the
directors in the furtherance of the aims and

objectives of the company.
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Revaluation reserves

The revaluation reserve represents the appreciation
in value of the company’s housing properties from
cost. A full valuation was carried out in 1998 and
the company has applied the transitional
arrangements in FRS 15 to include housing
properties at a brought forward valuation which has
not been kept up to date. When housing properties
carried at valuation are disposed of, any amounts in
the revaluation reserve relating to those properties
are transferred to the revenue reserve. An annual
transfer is made from the revaluation reserve to the

revenue reserve of an amount equal to the

Social lettings £6,231,734
Other activities 288,172
Total 6,519,906
Total for previous period of account (as restated) 6,047,806

difference between depreciation for the period
calculated on the basis of the historical cost of
properties, net of any HAG, and the actual

depreciation charged in the year.

Taxation
The company is Limited by Guarantee with
Charitable Status and exempt from tax on primary

purpose trading.

Management of liquid resources

Cash is defined as cash in hand and on deposit.

£4,772,381 £1,459,353 £1,152,533

105,615 182,557 (111,842)

4,877,996 1,641,910 1,040,691
5,007,115 1,040,691

Housing Management 2008-2009 25



26

Notes to the Financial Statements 28 February 2009

Rents receivable net

of service charge £6,144,038
Service charges -
Gross income from

rents & service charges 6,144,038
Less voids (25,944)
Net income from

rents & service charges 6,118,094
Grants from

Scottish Ministers 113,640
Other revenue grants -

Total turnover
from social letting
activities 6,231,734

Management &

maintenance admin costs 1,878,361
Service costs 258,140
Planned & cyclical

maintenance incl. MR costs 472,439
Reactive maintenance

costs 1,247,781
Bad debts - rents &

service charges 27,271
Depreciation of

social housing 888,389

Impairment of social housing —

Operating costs
for social letting
activities 4,772,381

Operating surplus
for social lettings 1,459,353

Operating surplus for
social lettings previous
period (as restated) 1,152,533
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£6,144,038

6,144,038
(25,944)

6,118,094

113,640

6,231,734

1,878,361

258,140

472,439

1,247,781

27,271

888,389

4,772,381

1,459,353

1,152,533

£5,864,005

5,864,005
(25,967)

5,838,038

76,672

5,914,710

1,839,190

226,004

691,390

1,099,680

38,178

867,735

4,762,177

1,152,533
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Operating

Grants Operating surplus

from Other Supporting costs - Other Operating or deficit

Scottish revenue poeple Other Total bad operating surplus or prev.

Ministers grants income income turnover debts costs deficit period

Wider action/wider role B= B= R= R= R= e = 2= £= £=

Care & repair - - - - = = - _ _

Development activities = = = = = = = = =

Support activities - - - - - - - - -

Agency/management services for RSL’s - - - - - - - - -

Development & improvement for sale = = = = = = = = =

Other activities: market rent = = = 72,418 72,418 = 31,921 40,497 39,969

Other activities: owners recoveries - - - 215,754 215,754 - 73,694 142,060 (151,811)

Total from other activities - - - 288,172 288,172 - 105,615 182,557 (111,842)
Total from other activities

for previous period - - - 133,096 133,096 - 244,938 (111,842) -

Consultancy income £2,616 £8,978

Other income 16,523 135,713

Net return on pension liability 37,000 69,000

Bank interest 165,975 116,698

222,114 330,389

Net gain from sale of fixed assets 338,562 794,840

Less: value of land (45,578) (261,834)

Legal and valuation costs 6,717) (12,340)

286,267 520,666

Long term bank loans 1,829,195 1,854,590

1,829,195 1,854,590
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This is stated after charging the following:

Auditors remuneration — audit services

Auditors remuneration — non audit services

Depreciation

Other operating lease rentals - land & buildings
— plant & machinery

Reactive maintenance on housing properties

Planned maintenance on housing properties

Wages and salaries
Social security costs

Other pension costs

Payments made to third parties for the provision of staff

February 2009

£15,785
3,708
937,207
74,062
38,499
1,008,094
149,134

2,226,489
1,750,862
137,598
281,210

2,169,670

6,436

The average number of persons employed during the year by the company was 63 (57 in 2008)

Employee costs - salary bands
£60,000 - £69,999
£70,000 - £79,999
£80,000 - £89,999
£90,000 - £99,999

Remuneration for management services

Highest paid director excluding pension contributions

252,669

90,246

£19,069

911,956
67,718
40,499
922,333
426,259
2,387,834
1,634,138
122,474

247,502

1,904,114

97,670

240,553

84,883

Retirement benefits are accruing to 3 (3 in 2008) directors under the Lothian Pension Fund including the Chief Executive.
(Refer note 22). Total pension contributions paid for directors in the year were £42,998 (2008 £41,208).

At the date of the accounts Lothian Pension Fund was unable to provide details of the accrued pension or the accrued

lump sump of the highest paid director.

The company is not liable to corporation tax on its primary purpose income.

Housing Management 2008-2009
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Valuation / cost
At 1 March 2008
Additions during year

Disposals

At 28 February 2009
Depreciation

At 1 March 2008

Prior period adjustment (note 26)
As restated

Charge during year

Disposals in year

At 28 February 2009

Housing association grant
At 1 March 2008

Prior period adjustment (note 26)

As restated

Additional during year

At 28 February 2009

Net book values
At 28 February 2009

At 29 February 2008 (as restated)

£45,406,832

2,347,074

(196,994)

47,556,912

7,072,467

(1,039,705)

6,032,762

794,601

(45,578)

6,781,785

6,583,363

1,786,854

8,370,217
614,800

8,985,017

31,790,110

31,008,853

2= L= L=

£45,406,832

2,347,074

(196,994)

47,556,912

7,072,467

(1,039,705)

6,032,762

794,601

(45,578)

6,781,785

6,583,363

1,786,854

8,370,217
614,800

8,985,017

31,790,110

31,003,853

The company has applied the transitional provision of FRS15 to include fixed assets at a brought forward valuation which has not been

kept up to date. The date of the last valuation was 1998. This valuation was carried out internally by the management team using EUV-SH.

The total expenditure in the year on works to existing housing properties amounted to £1,628,207 (2008 £1,665,007). Of this £1,479,073

(2008 £1,238,748) has been capitalised in line with the Company’s accounting policy on work to existing housing properties.
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Cost

At 1 March 2008
Additions during year
At 28 February 2009
Depreciation

At 1 March 2008
Charge during year

At 28 February 2009

Net book values
At 28 February 2009

At 29 February 2008

£213,768
16,629

230,397

161,735

26,872

188,607

41,790

52,033

Housing Management 2008-2009

£610,294
79,790

690,084

482,134

57,854

539,988

150,096

128,160

£358,041
57,882

415,923

315,083

33,660

348,743

67,180

42,958

£390,833
4,610

395,443

256,783

24,220

281,003

114,440

134,050

£1,572,936
158,911

1,731,847

1,215,735

142,606

1,358,341

373,506

357,201
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Rental debtors £234,278 £221,033

Less bad debt provision - -

234,278 221,033
Other debtors 842,570 588,062
Prepayments and accrued income 5,908 5,359
1,082,756 814,454
(@amounts falling due within one year)

Bank loans (note 14) - -
Trade creditors 208,904 260,363
Rent advances 190,916 200,863
Taxation and social security 79,562 80,311
Accruals & deferred income 323,914 263,929
Loan interest payable - 311,905
803,296 1,117,371

(amounts falling due after more than one year)
Bank loans 31,977,873 31,574,973
Less: issue costs (6,666) (10,000)
31,971,207 31,564,973

The purpose of bank loans is to fund the acquisitions of both Scottish Homes houses and other properties bought on the open

market along with funding upgrading works to existing properties. The loans are repayable over 35 years.

During the year borrowings of £0.403 million helped fund the acquisition of properties bought on the open market.
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Analysis of maturity of bank loans: 2009 2008
Within one year (note 13) £- £—
Between one and two years = -
Between two and five years - -
In five years or more 31,977,873 31,574,973

31,977,873 31,574,973

The bank loans are secured by way of a first bond and floating charge over the property of the company and Keyman Insurance

of the lives of the directors. The bank loans can be analysed as follows:

£10,424,473 £ - £10,424,473 Refinancing of Existing Facilities 2042
10,450,000 - 10,450,000 Refinancing of Existing Facilities 2042
10,450,000 - 10,450,000 Refinancing of Existing Facilities 2042

250,500 402,900 653,400 Acquisition of Properties 2043

31,574,973 402,900 31,977,873

The above loans have been competitively obtained at market rates and where applicable they are regularly reviewed. The company
has further facilities of £8 million as yet not drawn with Dunfermline Building Society. This will fund both the new build for the West

Lothian Alliance properties and other development opportunities.

Weslo Housing Management 2008-2009
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Revaluation reserves

Balance at 1 March £1,463,561 £2,318,5607
Transfer on disposal of revalued housing stock (14,394) (446,2006)
Transfer of difference between depreciation on

a historical costs basis and depreciation charge for the year (87,158) (408,740)
Balance at 28 February 1,412,009 1,463,561

Accumulated unrestricted reserve

Balance at 1 March 1,511,782 (127,469)
Prior period adjustment (note 26) (747,149) -
As restated 764,633 (127,469)
Transfer on disposal of revalued housing stock 14,394 446,206
Transfer from revaluation reserves 37,158 408,740
Net (deficit)/surplus for year (719,906) 920,156
Transfer from/(to) pension reserve 974,000 (883,000)
Balance at 28 February 1,070,279 764,633

Defined benefit pension scheme reserve

Balance at 1 March 275,000 (608,000)
Transfer (to)/from unrestricted reserve (974,000) 883,000
Balance at 28 February (699,000) 275,000
Total reserves at 28 February 1,783,288 2,503,194

The “transfer on disposal of revalued housing stock” relates to housing stock, revalued prior to the adoption of the

transitional arrangements permitted under FRS15, that has subsequently been sold by Weslo Housing Management..

On 15 December 1997, the company entered into an agreement with Scottish Homes for the acquisition of 489 tenanted
dwelling houses. In this agreement any proceeds arising from excess sales are split between the two parties by a

methodology specified within the agreement. This applies for six consecutive five year periods.

This agreement also requires the company to incur a certain minimum level of maintenance expenditure over a 30 year

period with any shortfall payable to Scottish Homes. To date all expenditure targets have been met or exceeded.

At present the directors do not believe that any further liability to the Regulator will arise in respect of the above.
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The company is committed to make the following payments during the following year in relation to operating leases

which expire:

Within one year
Between one and five years

After five years

Surplus for year

Interest receivable and other income
Interest payable and other charges
Increase/(decrease) in pension provision
Actuarial (loss)/gain on pension fund
Other income

Depreciation charge

Gain on sale of tangible fixed assets
Decrease in debtors
(Decrease)/increase in creditors
Increase in stock

Amortisation of finance cost

Net cash inflow from operating activities

Housing Management 2008-2009

74,931

74,931

©_
44,688

44,688

£321,096
(298,752)
1,829,195
947,000
(1,041,000)
132,778
937,207
(286,267)
(268,304)
(2,170)
(3,394)
3,333

2,270,722

74,000

74,000

31,868

31,868

£37,156
(338,062)
1,854,590
(905,000)
883,000
221,364
911,956
(520,666)
(372,472)
408,575
(9,231)
3,334

2,174,544
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Balance at 1 March 2008 £2,700,934 £2,836,689
Net cash (outflow) (755,005) (135,755)
Balance at 28 February 2009 1,945,929 2,700,934
Cash at bank and in hand 1,945,929 (755,005) 2,700,934 (135,755) 2,836,689
Balance at 1 March 2008 31,674,973 31,324,473
Net cash inflow from financing 402,900 250,500
Balance at 28 February 2009 31,977,873 31,574,973
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The company is a member of the Lothian Pension Fund which is a defined benefit pension scheme providing benefits to
participating employees based on final pensionable salary. Contributions to the fund are determined by the scheme’s
actuary using the projected unit method and are charged to the income and expenditure account so as to spread the cost

of pensions over the expected remaining service lives of the employees and directors.

The fund is actuarially valued by a qualified actuary on a triennial basis with the most recent valuation being at 31 March
2008. The assumptions which have the most significant effect on the results of the valuation are those relating to the rate
of return on investments, the rates of increase in salaries and pensions and dividend growth. It was assumed that salary
increases would average 5.1% per annum, that present and future pensions would increase at the rate of 3.6% per
annum. At valuation date the market value of the scheme was £2,903 million and the value of the past services liabilities
was £3,427 million leaving a deficit of assets of £524 million. The assets therefore were sufficient to cover 85% of the
benefits which had accrued to members after allowing for expected future increases in earnings. The actuary
recommended minimum future employer contributions for the years to 31 March 2010 of 20.1%, 2011 of 21.4% and 2012

of 22.7% of total pensionable pay.

Surpluses or deficits which arise at future valuations may impact on the institutions future contribution commitment. The

next formal actuarial valuation is due at 31 March 2010.

The fund valuation has been prepared under FRS17. Comparative figures for the scheme assets quoted securities have

not been restated from mid market to bid price.

Analysis of amount charged to operating profit

Service cost 189 14.4% 287 22.1%
Past service cost = - - _
Curtailment and settlements - = — _

Decrease in irrecoverable surplus - - - _

Total operating charge (A) 189 14.4% 287 22.1%
Expected return on employer assets 422 32.1% 418 32.2%
Interest on pension scheme liabilities (385) —29.3% (349) —26.9%
Net return (B) 37 2.8% 69 5.3%
Net reserve account cost (A) - (B) 152 11.6% 218 16.8%
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Balance sheet disclosure as at 31 March 2009

Price increases 3.1% 3.6% 3.2%
Salary increases 4.6% 51% 4.7%
Pension increases 3.1% 3.6% 3.2%
Discount rate 6.9% 6.9% 5.4%
Equities 7.0% 3,802 7.7% 4,374 7.8% 4,331
Bonds 5.4% 529 5.7% 512 4.9% 306
Property 4.9% 481 5.7% 686 5.8% 694
Cash 4.0% - 4.8% 190 4.9% 316
Total 6.6% 4,812 7.2% 5,762 3.6% 5,647
Estimated employer assets (A) 4,812 5,762 5,646 4,980 3,612
Present value of scheme liabilities# 5,611 5,514 6,303 6,300 4,885
Present value of unfunded liabilities® = = =

Total value of liabilities (B) 5,511 5,514 6,303 6,300 4,885
Net pension (liability)/asset (A-B) (699) 248 (657) (1,320) (1,273)

Analysis of amount recognised in statement of total recognised gains and losses (STRGL)

Actual return less expected return on pension scheme assets (1,572) (574) €88
Experience gains and losses arising on the scheme liabilities - - )
Changes in assumptions underlying the present value of the scheme liabilities ~ 531 1,457 562
Actuarial gain/(loss) in pension plan (1,041) 883 593

Increase/(decrease) in irrecoverable surplus from membership fall
and other factors — - -
Actuarial gain/(loss) recognised in STRGL (1,041) 883 593
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History of experience gains and losses

Difference between the expected

and actual return on assets (1,572)
Value of assets 4,812
Percentage of assets (32.7)%
Experience gains/(losses) on liabilities (100)
Total present value of liabilities 5,511

Percentage of the total present

value of liabilities (1.8)%
Actuarial gains/losses recognised in STRGL (1,041)
Total present value of liabilities 5,511

Percentage of the total present
value of liabilities (18.9)%

Analysis of amount charged to staff costs

Current service cost

(574)
5,762
(10)%

5,614
0.0%
883

5,614

16.0%

189,000

Analysis of amounts charged to interest payable and similar charges

Expected return on pension scheme asset

Interest on pension scheme liabilities
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422,000
(385,000)
37,000

33
5,646
0.6%

@
6,303

0.0%
593

6,303

9.4%

779
4,975
15.6%
67
6,302

1.1%
(23)

6,302

(0.4%)

287,000

418,000
(349,000)
69,000

107
3,612
3.0%

4,886
0.0%
)

4,886

(0.1%)

313,000

370,000
(315,000)
55,000



Notes to the Financial Statements 28 February 2009

The number of units at the period end was:

General needs 2,107 2,112
Mid market 16 16
Unit balance at 28 February 2009 2,123 2,128

The average rent for year ending 28 February 2009 was £2,902.30 (2008: £2,760).

The company has no share capital as it is a company limited by guarantee. At 28 February 2009 the company had twelve

members, each guaranteeing a maximum of £1 in the event of a winding up.

During the year five tenants of the company acted as directors. In total they paid rent of £11,377 which is considered to

be at arm'’s length and reflect current market rates. At 28 February 2009 arrears for tenant directors amounted to £79.

There were no directors in the year that are representatives from local authorities. All transaction with these local authorities

in the year were made at arm’s length and on normal commercial terms.

A prior period adjustment has arisen as a result of a fundamental error in relation to (a) depreciation of housing properties
and (b) amortisation of HAG and Other Grants in relation to housing properties, to comply with Financial Reporting
Requirements. Previously depreciation had been charged on the gross cost of housing properties rather than gross cost
less HAG and Other Grants in line with the SORP. In addition to this the company had been amortising HAG and Other
Grants over the term of the loans relating to the housing properties, which is not in line with the SORP. As such
depreciation is now charged on the gross cost less HAG and Other Grants, and HAG and Other Grants are no longer
amortised. This fundamental error has reduced the balance of the Unrestricted Reserves by £621k as at 28 February 2007
and by £126k as at 29 February 2008. This represents the over depreciation and the incorrect amortisation in previous
years. The net surplus in funds of the company for the year ended 29 February 2008 has been restated and has

decreased by £125k to £37k to reflect the correction of over depreciation and amortisation in 2007/08.
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Allocation of Management Expenses

Employee costs

Salaries & NIC £1,335,572
Pensions 207,353
Other staff costs 72,850
Estate costs

Repairs & maintenance -
Planned maintenance =
Materials & components =
Open space maintenance -
Tenants allowances -
Depreciation —

Housing properties 794,601
Depreciation —

Motor vehicles -

Office overheads

Rent & rates 61,518
Heating, lighting, alarms

& cleaning 37,726
Tenant participation 5,659
Transport costs 57,016
Office supplies 40,315
Computer support 62,632
Consultancy services 30,682
Telecoms costs 38,198
Publicity, promotion

& advertising 35,689
Insurance 130,150
Depreciation —

Furniture & equipment 84,726
Depreciation —

Leasehold improvements 24,220
Miscellaneous costs 45122
Legal costs 34,394
Bad debts written off 27,271
Other costs

Audit fees -

Bank charges -
Total costs 3,125,694
Allocation of

finance &

administration costs 17,831

Total expenditure for
2008/09 3,143,525

£368,506
55,494
7,781

433,058

163,613
40,409
17,203

33,660

23,397

10,821

62,726
15,351

3,725

12,037
1,247,781

7,118

1,254,899
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£- £ - £-

- 420,347 -
7,133 52,092 -
- - 17,677

- - 7,372
7,133 472,439 24,949
- - (24,949)
7,133 472,439 -

£1,704,078
262,847
80,631

433,058
420,347
163,613
40,409
17,203

974,301

33,660

84,915

48,547
5,659
119,742
55,666
62,632
89,907
41,923

35,689
130,150

84,726
24,220
57,159

34,394
27,271

17,577

7,372

4,877,996

4,877,996
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