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Hjaltland Housing Association Limited

Report of the Management Committee
For the year ended 31 March 2023

The Managemenl Commiltea presents their reporl and ihe audited financial statements for the year
ended 31 March 2023

Mission, Vision & Values
[T n:

Providing homes, supporting communities.

Dur Mission

We will provide high quality affordable homes and services in communities whara people are proud o
liver and wark.

Our migsion explaing in more detail how we are going o iry to achieve our vision, [t sats outl whal we
are going to do, for whom, and how we'll go about it. We have five key stralegic objectives that underpin
our mission and articulate exactly how we will achieve it.

To provide good quality, affordable homes that offer value for money.

To assist people in need through a range of services.

To provide opportunities for people to participale and influence deciskons.
To support communities throughout Shetland.

To maintain financial strength and grow the business sustainably.

Our values

Our values are intagral to our success. They help us by shaping our behaviour and are integrated into
pur appraisal and recruitment peactices.

P LA B3

« Teamwork — Working together as one team to the benefit of our customers. To demonsirate
and axtend frust in each other.

« Openness — We offer a people focused service that is centred in faimess and integrity. We
believe in being open, honest and respectiul in everything we do.

« Ownership - We expect our staff to take responsibility for thelr actions and give them the
freadam to do their job in a positive working envirgnment,

« Quality — We value guality in everything we do from the standard af our product to the level of
service we provide. We take pride in making a difference in communities and providing
conlinuous improvameant.

« Innovation - We seek new ways of working o ensure our services and assels are fit for the
futura.

atus
Hjaltiand Housing Asseciation Limited (Hjaltland) is registerad with the Financial Conduct Authority as
a Co-operative and Community Benefil Society, The Office of the Scoftish Chanties Regulator
(OSCR) as a charily and the Scollish Housing Regulator as a Registered Social Landlord.
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nci

Hjaltland's objective is lo provide goed quality, affordable homes that offer value for money. We will
look 1o increase access to housing across Shetland, within funding constraints.

The table below shows the proparty we own:-

- 2023 2022
Managed Property Numbers
Tenanted Property 801 783
Managed on behalf of athers - ) 2 2
| Shared Ownership Properties 40 42
Tolal ' 843 827 |
Financial Review

Hjalland made a surplus of £1,056,953 (2022 £885,666) during the year, Planned and cyclical
maintenance costs of £643,401 were incurred in the year which includes costs associated with the
energy improvement trial project at Thistle Courl and the installation of new heal pumps at North
Heathery Park. These projects received grant funding from the Energy Saving Trust, Energy Redress
Scheme and the Social Housing Net Zero Heat Fund. Also included are costs for cydical painting,
electrical survey chacks, boller & vent#ation maintenance, replacing whaole house ventilation and heat
pumps, enhanced insulation etc. This compares with £807 890 for similar expendilure in the previous
year. This expenditure is written off in the year it is incurred and nol capitalised,

In addition to the expenditure which is charged 1o the Statement of Comprehensive Income £473,750
of costs spent on existing propesties have been capitalised. Of the amount capialised £437,604 (2022
- £140,829) related 1o the replacement of components and £36,146 (2022 - £43,575) related fo
improvemenis. The depreciation charge for the year is £1,260,215 compared to £1,198.275 in the
previous year.

Hjaltiand continues to have a subsianiial major repair investment programme however some of this
expanditure, including further replacement kilchens, has been delayed by two years. Following a
decision to apply the rent increase for 2023/24 at 6%, well below infiation, the management commitiee
deemed it necessary to apply financial constraints on the asset management programme to offsat the
reduction in income.

The Statemant of Financial Position includes a provision for the net defined banefil liability representing
the Association's share of the SHAPS assets and liabilities. The liability at 31 March 2022 was Enil. In
the year to 31 March 2023, due to actuarial losses of £212,000 (2022 - gains of £308,000), employer
enntributions of £83,000 (2022 - £135.000) and expenses of £4,000 (2022 - cradits of £8,000}) this
lkability is now £133,000. See note 23 for delails.

Surplus for the year
The financial results of Hjaltland are as follows: -

2023 2022
. £000s E000s
Unresiricted surplus for the year before pension remeasurement 1,057 BEB
Dther comprehensive (expense) fincome . (212) 308
Revenue Reserves . 11,294 10,449 |

Having a strong financial position with Capital and Reserves of £11.3m aflows Hjaltland to continue to
deliver its planned programme.
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Report of the Management Committee
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Operational Review

1 Corporate Governance

Hijaltland has @ Committee of Management who are elected by the members of the Association. (See
bebow for details). It is the responsibility of the Committee to undertake the strategy, setting of policy
and averall direction for the Association. They also monitor the operational activities of the Association.
The members of the Commiltee of Managemant are unpaid.

The Executive Team of Hjallland is responsible for achieving the strategy set and undertaking the
operational activities in line with the policies sel.

The governing body s the Committee of Management, which is responsible to the wider membership.
Commiitee Membars serve in a voluntary capacily, and they recognise that this puls even more onus
on them to ensure that they set and achieve high standards of professionalism in the Association’s
work, They take governance very seriously, and regularly review governance arrangements to ensure
that the Commitlee and Association are fit for purpose. The internal auditors also review commitiee
struciure and governance as part of thair remit.

z Corporate Issues

Hjalland's customers deserve excellent service and support to help them prolect their health and
wallbeing. Our priorities are fo deliver services that are responsive to customers’ neads, whilst ensuring
that they are treated with respect and encouraged to be independent. Practical steps that will be taken
include meeting and aiming to exceed the expectations of the Scoltish Social Heusing Charter and the
Care Inspectorale, maintaining the One Stop Shop service and continuing our pursuil of delivering
excllent customer service,

Hialtland shall seek to provide oppertunities for people to participate and influence decigions. A tenant
satisfaction survey is carried out on a regular basis with the purpose to find out from our cuslomers
what they want from us and use these comments to drive service improvement. The Tenant Focus
Group will also be supporied to provide scrutiny on the Associalions activity.

Hjaltiand is also committed to involving staff in decision making and policy making and is proud 1o have
achieved the Investors in People Platinum award and have held continuous Investors in People
accreditation for over 20 yaars.

Due to the ongoing economic uncertainty it is essential that the Association continues lo review its
siress testing techriques 1o ensure financial strength and viability. Hjaltland is in a strong financial
positien and is well placed lo meet s lender covenants and withstand periods of adverse goonamic
conditsons.

Hjalland must continee io ensure long-term economic strength through careful financial management
and robusi scenario planning

Performance Management

The Associalion is conscious that staff performance is the key 10 quality service delivery. In support of
this, training needs are considered for all staff through the staff development system.

Benchmarking

The Association engages in the benchmarking of its performance against the performance of other
Registered Social Landlords within its peer group as defined within the Annual Report on the Charler
produced by the Scottish Housing Regulator. The purpose of this benchmarking is to enable the
Association 1o identify areas of performance where we can do better. A report on the outcome of this
benchmarking is presented annually to the Committee of Management and the resulls are used lo
inform our target setting for the dedivery of services.
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Performance Targels

The Association sets Performance Targeis for its key activities on an annual basis and monilors
performance achieved on a quarterly basis through the Committes of Management. The targels sel are
informed by reviewing the previous year's outcomes together with the information oblained from
benchmarking,

Imtermal Audit

The Association is committed 1o a roling programme of internal audit and the Action Plan identfies
operational areas to be examined during the period. Generally, the areas lo be examinad are those
activities which expose the Association to greatest risk if they are operationally weak and the oulcomes
of the Internal Audit reports are considered regularly by the Auwdit Sub Committee and Commitiee of
Managemeant and Action Plans approved.

Besi use of resources

We regularly conduct risk assessments and take any action necessary lo reduce o limit risk. We are
continuing with @ programme of major investmant in our housing stock, which is by far our most coslly
asset, This includes carrying out major planned malntenance programs o ensure that our properties
are maintained to a high standard and can meet the current standards, We are continually updating our
stock condition information, 1o ensure that our long-term financial planning reflects our future imvastment
requirements. We confinue with our program of best value reviews, to ook for effickencies and
economies in the way thal we camy out business processes.

3 Development

Hjattiand remains committed to maintaining its rack record of developing high quality affordable homes
for those most in need. We continue 1o be very successful in securing grant funding for new projects
and, with the benefit of improved benchmark funding levels, soclal rented housing remains the mainstay
of the programme. Effective private finance is also an essential element of the development programme
and we will secure the most cost effective short and long lerm funding to support L.

Building on our success of previous years, we remain determined in our efforts to continue developing
affordable homes to help meet the increasing levels of need. The Associalion has sel a strategic largel
of completing 94 new homas by March 2028, In the year 2022/23 the Association compleled 18 new
homes at Wista Phase 2 and Heathery Park, Gulberwick.

The development spend for 2022/23 was £4,119k (2022 - £4,8409k), of this spending £2,1 51k {2022-
£3,498k) was funded by grants received from the Scottish Government and £22Kk (#022 - E141k) was
funded by grants received from other sources.

4 Housing Issues

The Association continues to work on minimising the pericd of time taken to re-let or let new properties
to ensure thal we maintain our effectiveness in housing people in need and reduce our costs. The rent
loss due to emply properties decreasaed to £5,319 from £11,795 in the previous year and the average
length of time taken to re-lel a property has decreased to 6.54 days from 14.1 days in the previous year.
Net rent arrears have decreased to 1.25%, (previous year 1.3%), given the current economic conditions
il s an excellent performance 1o have kept this figure so low.

b Property Maintenance
The performance of the Association's repair service remains very strong with all emergency repairs

being completed in an average of 2.37 hours. On average the non-emergency repairs took 9.07 days
to complete, which is within the 10-day targel.
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a Support Servicas

The sheltered service conlinues to be regulated under the Care Inspectorate as a housing support
service. The Association also provides support services via the Financial inclusion Officer.

Fi Finance and IT

During the year additional privale finance arrangements were completed with Allia C & C lo provide
finance for new develepment projects at Walls and Aith. Additional funding was also drawn down from
Bank of Scotland during the year to fund developments al Upper Scalloway & Ladies Mire, Brae and to
refinance a bulle! repayment on an old loan.

B. Policies and Procedures and Risk Managément
Risk Events and Risk Management Policy

The Association re-visits its Business Continuity Plan annually and makes amendments based on any
lassons learned during the course of the year. The Commiltes has confinued to operale 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. As part of this process the
Committee have reviewed the adequacy of the Association's current internal controls and this continues
i be kept under raview,

Financial covenants are kept under close scrutiny with regular reporting on actual and forecast levels
considerad by the Committee.

Credil Payment Policy

Hjaltland's pelicy concerning the payment of ils irade creditors complies with the Confederation of
British Indusiry guidelines. The average payment period is within thirly days.

Rental Incoma

The Association's Rent Policy is a points formula system based on the size, type and facilities of the
accommodation. The policy ensures that the rent structure is easy to administer and covers the wide
variations within the Association’s properties. The point's value Is reviewed annually 1o ensure that the
rents cover costs. This policy follows the generally accepted practice/principles of the Housing
Mowvamenl and was reviewed in consuliation with the tenants.

Maintenance Policies

Hjaltland seeks to maintain ils properties to the highes! standard. To this end, programmes of cyclical
repairs and maintenance are carried out in the medium term to deal with the gradual and predictable
deterioration of building component and comply with tenant safety requirements.

In addition, Hjalland has a long-term programme of major repairs to cover work which has become
necessary since the original development was completed, including works required for subsegquent
legislative changes. This includes replacement or repairs to features of the properties, which have come
to the end of lheir economic lives.




Hjaltland Housing Association Limited

Report of the Management Committes
For the year ended 31 March 2023

Budgetary Process

Each year the Commitiee of Management approves the annual budget and rofling five-year stralegic
plan. Key risk areas are identified. Performance is monitored and relevant action laken throughout the
year {hrough quarterly reporting 1o the Committee of Management of variances from the budget,
updated forecasts for the year together with information on the key risk areas, Approval procedures are
in place in respect of major areas of risk such as major conlract tenders, expenditure and treasury
management.

Treasury Managament

Hjalliand has an active treasury management function, which operates in accordance with the Treasury
Palicy approved by the Committee of Management. Hjallland manages ils borrowing arrangements to
ansure that it is always in a position to meet its financial obligations as they fall due, whilst minimising
excess cash and liquid resources held. At 31 March 2023 Hjaltland had £607k in loan facilities agreed,
bt not yet drawm down.

Hjalliand, as a matter of policy, does not enter into transactions of a speculative nature. At 31 March
2023, Hialland has a mix of fixed and variable rate finance, which il considers appropriate at this ime.
During the year the proportion of fixed rates o variable continued 10 be kept under review in light of
significant intarest rate increases throughout the year.

Cuality and Integrity of Parsonnel

The integrity and competence of personnel are ensured through high recruftment standards and
subsequent training courses, High quality personnel are seen as an essential part of the control
environment and the ethical standards expected are communicated through the Chief Execulive.
Equalily & Diversity

These is an Equality & Diversity policy in place which is kep! under review and has been amanded o

gnsure compliance with legislative changes. All reasonable adjustments will be made 1o assis! those
with a disability through the application process and throughout the course of their employment.
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Commitles and Officers’ Insurance

Hjallland has purchased and mainiaing insurancs o cover s Commitiee and officers against labilities
in relation to their duties on behalf of Hjaltland, as authorised by the Association’s rules.

The Committee of Management of Hialtland during the year to 31 March 2023 was as follows:
A Tallack Chairperson 1
C Nicholson Vice-Chair
L Lawson Treasurer 1
J Anderson ]
Ka Eunson

| J Goddard 1

| L Irvine Resigned 2000772022
A Lyall
N Manson 1
R McGeady Co-opted 160272023
E Perring Co-opted 16022023 1
P Shead

T Smith
L Willis
Subcommittes membership 1 Finance & Audit Committea

Each member of the Commitlee of Management holds one fully paid share of £1 In Hjaltland. The
executive officers of Hjaltland hold no interest in the share capital and although not having the legal
status of “direcior” they act as execulivas within the authorily delegated by the Committes,

Auditors
RSM UK Audit LLP have agreed to offer themseives for re-appointmeant as auditors of Hjaltland.
Staterment of disclosure to audilor

The directors wiho were in office on the dale of approval of these financial siatements have confirmed,
as far as they are aware, thal there is no relevant audil information of which the audiors ane unaware,
Each of the directors have confirmed that they have taken all the steps that they ought 1o have laken
as direclors in or maka themselves aware of any relevan! audil information and to establish that
it has bean m lgdt1o the auditor,

On of the Commiltes of Managemaent
Mr k

Secradary

G Morth Mess Business Park

Lerwick, Shatland

Date: 24 August 2023

10
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Statement of Management Committes's Responsibilities
For the year ended 31 March 2023

The Co-operative and Community Benefit Societies Act 2014 and regislered social housing legislation
require the Management Commitiee to ensure that financial stalements are prepared for each financial
year, which give a true and fair view of the Association’s state of affairs and of the surplus or deficit of
the Association for that period. In preparing those financial stalements, the Management Committee is
required to:

salect suitable accounting polickes and apply them consistantly;
. make judgements and estimates that are reasonable and prudent;

. state whether applicable accounting standards have been followed, subject lo any material
depariures being disclosed and explained in the financial statements; and

. prepare the financial statements on the going concern basis uniess it Is not appropriate 1o
presume that the Association will continue in business.

The Managemen! Committee is responsibla for keeping proper accounting records which disclose with
reasonable accuracy, al any time, the financial posiion of the Association. The Management
Committes must ensure that the financial statements comply with the Co-operative and Community
Benelit Societies Act 2014, the Housing (Scotland) Act 2010 and the Registered Housing Associations
Determination of Accounting Requirements 2019, It has general responsibility for taking reasonable
steps to safeguard the assels of the Association and to praveni and detect fraud and other irregularities.

The Management Committee is responsible for the maintenance and integrity of the carporate and
financial information included on the Association's website.

Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legiskation in other jurisdictions.

1"
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Management Committes’s Statement of Internal Financial Control
For the year ended 31 March 2023

The Management Commitles acknowledges its ullimale responsibility for ensuring that the Association
has in place a system of conlrols that is appropriate for the business environment in which it operates.
These conirgls are designed to give reasonable assurance with respect 1o

. the raliability of financial information uzed within the Associalion, or for publication;
* tha maintenance of proper accounting records; and
. the safeguarding of agsels against unauthorised use or disposition,

It is the Management Commiltee’s responsibility to establish and maintain sysiems of internal financial
contred.  Such systems can only provide reasonable, and nol absolute, assurance against material
financial misstatement or loss or failure to meet objectives. Key elements of the Association's systams
Include ensuring hat:

. formal policies and procedures are in place, including the ongoing documentation of key
systems and rules relating to the delegation of authority which allow the maonitaring of controls
and restrict the unauthorsed use of the Associalion’s assels;

- experianced and suitably quatified staff 1ake responsibility for the important business funclions
and annual appraisal procedures have been established to maintain standards of performance;
forecasts and budgets are prepared which allow lhe Management Team and Management
Commities to monitor the key business risks, financial objeclives and progress baing made
towards achieving the financial plans set for the year and for the medium term;

' quarterty managemaenl accounts are prepared promplly, providing relevant, reliable and up-io-
date financial and ofher information, with significant variances from budget being investigaied
as appropriate;

' Regulatory returns are prepared, auihorised and submilted promptly to the relevani regulatory
bodias;

: all significant new initiatives, major commitmenis and invesimeant projects are subject o formal
authorisation procedures through the Management Commitles;

i the Management Commillee receives reports from management and from the external and
internal avdilors, to provide reasonable assurance that conirol procedures are in place and are
being followed, and that a general review of the major risks facing the Association is
undertaken; and

L] formal precedures hawe been established for instiluling appropriate aclion lo correct any
weaknesses (dentified through infernal and external awdil neports,

The effectiveness of the Assockation’s system of internal financial conirol has been reviewed by the
Management Committea for the year ended 31 March 2023, No weaknesses ware found in internal
financial confrols which resulted in material losses, conlingencies, or uncerlainties which require
disclosure in these financial stalaments or in the audilor's report on the financial statements.

By Order of tha Managemeani Commiliee

A Tallack

Chalrperson
Date: 24 August 2023

12
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Independent Auditors' Report to the members of Hjaltland Housing Association Limmibed
For the year ended 31 March 2023

Opinion

We have audited the financial statements of Haltland Housing Assodiation Limited (the 'Association’)
for the year ended 31 March 2023 which comprise Lhe Statement of Comprehensive Income, the
Siatement of Financial Pesition, the Statement of Changes in Equity, the Statement of Cashflows and
notes 1o the financial statements, including a summary of significant accounting policies. The financial
reporting framework that has been applied in Lheir preparation s applicable law and United Kingdom
Accounting Standards including FRS 102 "The Financial Reporting Standard applicable in the UK and
Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

i our opinion the financial stalamants:

give a true and fair view of the stata of the Assoclation’s affairs as at 31 Mareh 2023 and of its
income and expenditura for the year then andad,

" have been properly prepared in accordance with United Kingdom Generally Accepled
Accounting Praclice;

. have been prepared in accordance with the requirements of the Co-pperalive and Communily
Benafit Societies Act 2014, Part 6 of the Housing (Scotland) Act 2010 and the Delermination
of Accounting Requirements — Fabruary 2019,

Basis for opinian

We conducted our audit in accordance with International Standards on Audiling {(UK) {I1SAs (LK) and
applicable law. Our responsibiities under those standards are furiher described In the Auditor's
responsibilities for the audil of the financial stalements section of our report. We are independent of
the Association in accordance with the ethical requiremenis that are relevant to our audit of the
financial stalements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We helieve thal the audit avidence we
have obtained is sufficient and appropriate fo provide a basis for our opinion.

Conclusions relating to going concern

In auditing the financial statements, we have concluded thal the Committee's use of the going
concern basis of accounting in the preparation of the financial stalements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
avenls or conditions that, individually or collectively, may cast significant doubl about the
Association's ability te continue as a going concerm for a period of al least twalve months from when
the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the Management Committee with respect of going
concern are described in the relevant sections of this report.

Other information

The athes information comprises the information included in the annual report, other than the financial
statements and our auditor's report thereon, The Committee is responsible for the ofher information
conlained within the annual report. Our opinion on the financial statements does nol cover the ather
information and, we do not express any form of assurance conclusion thereon.

Our responsibility is 1o read the other information and, in doing so, consider whether the other
informalion is materially inconsistent with the financial statements or our knowledge obtained in the
course of the audit or otherwise appears 1o be malerially misstated. If we identify such material
Inconsistencies or apparent material misstatements, we are required to determine whether this gives
rise to @ material misstatement in the financial statements themselves. If, based on the work we have
performed, we conclude that thera is a material misstalement of this oiher information, we are
required to report that fact. We have nothing to report in this regard,

13
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Independent Auditors' Report to the members of Hjaltland Housing Assoclation Limited
For the year ended 31 March 2023

Opinion on other matters under the Co-operative and Community Benefit Societies Act 2014
In our apinion, the following continued to apply throughout the year of accounl:

- the reason given by the Committee of Management in respect of a previous year of account
for all subsidiaries to not be dealt with in the financial statements (having baen approved by
the FCA under section 99, subsaction (3)); and

+  the grounds given by the Commitiee of Management for thal reason,

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Co-operative and Community
Benefit Societies Act 2014 requires us to report to you If, in our opinion:

a satisfactory system of conirol over transactions has not been maintainged; or

the Association has nol kept proper accounting records; or

the financial statements are not in agreement with the books of account of the Association; or
we have not received all the information and explanations we require for our audit.

Responsibilities of the Committes

As explained more fully in the Committee’s responsibiliies statement set out on page 11, the
Commiltee is responsible for the preparation of the financial statements and for being gatisfied that
they give a true and fair view, and for such internal conirol as the Commillea determines is necessary
to enable the preparation of financial statements that are free from material migstalement, whether
due to fraud or arror.

In preparing the financial statements, the Commitiee is responsible for assessing the Association's
ability to continue as a going concern, disclosing, as applicable, maters related to going concern and
using the going concern basis of accounting unless the Commitiee either intends to liguidate the
Association or o cease operations, or have no realistic alternative bul lo do so0.

Auditor's responsibilities for the audit of the financial statements

Our objectives are o oblain reasonable assurance aboul whether the financial statemenis as a whala
are frea from material misstatement, whether due to fraud or error, and o issue an audior's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is nol a guarantes
that an audit conducted in accordance with 1SAs (UK) will always detect a material misstalement
when il exisis. Misstalements can arise from fraud or error and are considerad material if, individually
or in the aggregate, they could reasonably be expected to influence the pconomic decisions of users
taken on the basis of these financial statements.

The extent to which the audit was considered capable of detecting irregularities, including
fraud

Imegularities are instances of non-compliance with laws and regulalions. The objectives of our audit
are o oblain sufficient appropriate audit evidence regarding compliance with laws and regulations thal
have a direct effect on the deferminalion of material amounis and disclosures in the financial
staterments, to perform audil procedures to heip identify instances of non-compliance with other laws
and regulations that may have a malerial effect on (he financial statements, and to respond
appropriately to identified or suspected nen-compliance with laws and regulations identified during the
audit.

In relation to fraud, the ebjectives of our audit are to identify and assess the risk of material
misstatement of the financial statements due to fraud, to obtain sufficient appropriate audit evidence
regarding the assessed risks of material misstaternent due 1o fraud through designing and
implementing appropriate responses and to respond appropriately (o fraud or suspecied fraud
identified during the audit. However, it is the primary responsibility of management, with the oversight
of those charged with governance, to ensure that the entity's operations are conducied in accordance
with the provisions of laws and regulations and for the prevention and detection of fraud.

14
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In identifying and assessing risks of material misstatement in respect of imegularities, including fraud,
the audit engagement team:

. oblained an understanding of the nature of the sector, Inciuding the legal and regulatory
frameworks thal the Association operates in and how the Association is complying with the
legal and regulatory frameworks;

. inquired of management, and those charged with governance, about their own ldentification
and assessment of the risks of ireguiarities, including any known aclual, suspecied or alleged
instances of fraud;

. discussed matters aboul non-compliance with taws and regulations and how fraud might
occur including assessment of how and where the financial statements may be susceplible to
frawd.

As a result of these procedures we consider the most significant laws and regulations thal have a
direct impact on the financial stalements are FRS 102, Housing SORP 2018, the Scoltish Housing
Regulator's Determination of Accounting Reguirements — February 20119 and the Housing (Scotland)
Act 2010, We performed audit procedures to detect non-compliances which may have a malerial
impact on the financial statements which included, reviewing financial statement disclosures.

The most significant laws and regulations that have an indirect impact on the financial statemenis are
the Housing (Scotland) Acts 2006 and 2014, the Scoltish Housing Regulator's Regulatory Framework
(published 2018) and the Data Protection Act 2018. We performed audit procedures fo inquine of
management and those charged with governance whether the Association is in compliance with these
laws and regulations, inspected correspondance with lisensing or regulatory authorities, reviewed
minutes of meetings of the Managemeni Committee and relevant sub-commitiees, and reviewed
available online information with the Information Commissioner's Office.

The audit engagement team identified the risk of management override of conlrols as the area where
the financial statements were most susceptible to material misstatement due to fraud. Audit
procedures performed included but were not limited to testing manual journal enfries and other
adjustments, evaluating the business rationale in relation o significant, unusual transactions and
Iransactions entered into outside the normal course of business.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporling Council's websile al: hitps:liwww frc.org uk/auditorsresponsibilities, This
description forms part of our auditor's report.

Use of our report

This report is made solely to the Association's members as a bedy, in accordance with Part 7 of the
Co-operative and Community Benefit Societies Act 2014, Qur audit waork has been undertaken so that
we might state to the Association’s members those matters we are required to state io them in an
audilor's report and for no other purpose. To the fullest extent parmilted by law, we do nol accept or
assume responsibility to amyone other than the Association and the Association’s members as a body,
for our audil work, for this repert, or for the opinions we have formed.

fom L A e

RSM LUK Audit LLP
Statutory Auditor
Charlered Accountants
St Olal's Hall

Church Road

Lerwick

Shatland

ZE10FD

Date: <=2\ }‘Y‘TT"} s

15




Hjaltland Housing Association Limited

Report by the Auditors to the members of Hjaltland Housing Association Limited on Corporate
Governance Matters
For the year ended 31 March 2023

In addition to our audit of the Financial Statements, we have reviewed your statement on page 12
conceming the Association’s compliance with the information required by the Regulatory Standards in
respect of internal financial controls contained within the publication "Our Regulatory Framework” and
associated Regulatory Advisory Notes which are issued by the Scollish Housing Regulator,

Basis of Opinion

We carried out our review having regard 1o the requirements to corporate governance matters within
Bulletin 2006/5 issued by the Financial Reperting Council through enguiry of certain mambers of the
Management Committee and Officers of the Association and examination of relevant documents. The
Bulletin does not require us o review the effectiveness of the Associalion’s procedures for ensuring
compliance with the guidance notes, nor 1o investigate the appropriateness of the reason given for
non-compliance.

Opinion

In our epinion the Statement on Internal Financial Conltrol on page 12 has provided the disclosures
required by the relevant Reguiatory Standards within the publication “Our Regulatory Framework” and
associated Regulatory Advisory Notes issued by the Scoltish Housing Regulator in respect of internal
financial controls and is consistent with the information which came to our atlention as a resull of our
audit work on the Financial Statements.

o i 0 e
atLIK Audit LLP

Statutory Auditor

Chartered Accountants

51 Oiaffs Hall

Church Road

Lerwick

Shetland

ZE10OFD

Date: =21} Ajkﬂ: ARD
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Hjaltiand Housing Association Limited

Statement of Comprehansive Income
For the year ended 31 March 2023

Turnover

Operating expanditure

Oparating surplus
Gain{loss) on disposal of property, plant and equipment

Interas! recaeivabla
Interes! and financing costs

Surplus before tax

Taxation

Surplus for the year

Other comprehensive income

Acluarial (losses)igains in respect of pansion scheme

Total comprehansive income

The resulls refate wholly to continuing activiles.

The accompanying notes form part of these financial slatements.

Motes

23

2023 2022

£ 3
5,634,638 5,158,240
(4,003,318) (3,746,012)
1,631,322 1.412,228
8,773 (7,248)
39,128 4,267
(683,270) (523,571)
1,056,953 885,666
1,056,953 885,066
(212,000) 308,000
844 953 1,193,666
——t— - ==SSDEE
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Hjaltland Housing Association Limited
Registered Housing Association No Hal 127
Financial Conduct Authority No 1832R[S)
Scottish Charity No SC031854

Statement of Financial Position
For the year ended 31 March 2023

Fixed assets
Housing proparties
Other fixed assels
Current assets
Slock

Work in progress

Trade and ather deblors
Cash and cash equivalents

Current liabilities

Creditors: amounts falfing due within one vear

Net current assets

Total assets less current liabilities

Creditors: Amounts falling due after more than one year
Total net assets excluding pension liability

Provisions for liabilities

Fension defined banefit net llability
Total nel assels

Resarves

Share capital

Restricied reserve

Income and expenditure resena

Total reserves

Naotes

1004
10.8

11
11
13

14

15

18
i

2023 2022
£ £
00,603,486 87,811,669
1,520,553 1,528,045
gz124038 89,339,714
8,235 7147
1,231,215 503 400
790,817 736,995
3,249 909 2,678,347
5,278,276 4,015,979
(2.637.088)  (2,317,400)
2,641,237 1,698,570
04,765276 91,038,284
(83,338,204)  (80,589,167)
11,427,072 10,448,117
(133,000) .
11204072  10,449.117
a0 g8

11,450 -
11,282 532 10,449 029
11204072 10,449,117

i A S -

The financial statements on pages 17 to 43 were approved by the Management Committee and
Authorised for issue on 24 August 2023 and are signed on ils behalfl by:

Vice Chairperson: Secretary:
C Nicholson B Leaszk
Chairpersomn;

A Tallack
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Hjaltiand Housing Association Limited

Statement of Changes in Equity
For the year ended 31 March 2023

Balance at 1 April 2021
Surplus/{deficit) for the year
Other comprehansive incoma
Shares issued

Shares cancelled

Transiers

Balance at 31 March 2022
Surplus for the year

Gither comprefhensive incom
Shares msued

Balance at 31 March 2023

Income and
Expenditure

FESErde
E

8,255,363
885,666
308,000

10,449,029
1,045,503
(212,000}

11,282,532

Restricted
reserve

Share Capital Total
£ £

86 0,255,449

: 885,866

- mﬂ:‘m

2 2

88 10,449,117

8 1 056,953

; (212,000}

2 2
o 11,204,072
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Hjaltland Housing Association Limited

Statement of Cashflows
For the year ended 31 March 2023

Met cash genarated from operating activities

Cash flow from Investing activitios
Purchase of langible fixed assats
Proceeds from sabe of langible fixed assels
Grants recaivad

Grants repaid

Interest recained

Met cash used in investing activities

Cash flow from financing activities
interest paid

Kew secured loans

Repayments of borrowings

Issue of shares

Met cash from [ (used in) financing activities
Mal increase [ (decraase) in cash and cash equivalents

Cash and cash equivalents at baginning of year

Cash and cash equivalents al end of year

20

20

2023
E

1,478,059

(4,212 485)
150,000
2,232,728
(53,329)
38,496

{1,844,500)

(703,200)
2,470,000
(826,708

2

940,093

571,562

SDSTTCSE=S

2022
£

1,480,573
{5,148,674)
44,000
3,518,394

(38,047)
4,258

(1,622,069)

(504,739)
3,363 850
(2.903,020)
2

1133,758)
(275,254)
2,953,601

2678 347




Hjaltland Housing Assoclation Limited

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2023

1. ACCOUNTING POLICIES
LEGAL STATUS

The Assaciation is registered under the Co-operative and Community Benefit Societies Act 2014 and
is registered with the Scottish Housing Regulator under the Housing (Scotland) Act 2010.

The address of the Company's registered office and principal place of business is B Morth MNass
Business Park, Lerwick, Shetland, ZE1 OLZ.

The Association's principal activities are shown in the Report of the Commitlee of Managemant.
Hijaltland Housing Assoclation Limited is a Public Banafit Entity.

BASIS OF ACCOUNTING

These financial stataments have been prepared in accordance with UK Generally Accepted
Accounting Practice (UK GAAP) including FRS 102 "The Financtal Reporting Standard applicable in
the UK and Republic of Ireland’ ("FRS 1027), the Housing SORP 2018 "Stalement of Recommended
Practice for Registered Social Housing Providers” and they comply with the Determination of
Accounting Reguirements 2019, and under the historical cost convention.

Hjaltland Housing Association Limited and its subsidiary {Hjaltiand Trading Limited) comprise a group.
The Association has oblained exemplion from the Financial Conduct Authority {formerly the Financial
Services Authority) from producing Consolidated Financial Statements. The financial statemenis
reflect only the transactions of Hjaltland Housing Association Limited and not of the group.

The financial stalements are prepared in sterling. Menetary amounts in these financial statemenis are
rounded io the nearest £,

CRITICAL ACCOUNTING ESTIMATES AND AREAS OF JUDGEMENT

Preparation of the financial statements requires management to make critical judgements and
estimates concerning the future. Estimates and judgements are continually evaluated and are based
on historical experience, advice from qualified experts and other factors, including expectations of
fulure events that are believed to be reasonable under the circumstances.

The resulting accounting estimates and assumptions will, by definition, seldom equal the related
actual results. The estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liahilties within the next financial year are included
below.

Critical accounting estimates

Useful lives of property — Management reviews its estimate of the useful lives of depreciable assets al
each reporting date. Major components of housing properties are deprecialed over specific economic
|ifespans. There have been no changes in the uselul lives or economic lifespans of components in the
Wear,

Components of housing properties — the cost of housing developments is allocated batwasn major
components using a model that provides a reasonable estimate of the actual cost of each component.
Each component is then depreciated over iis own specilic economic lifespan as described above.

Obligations under a defined benefit pansion scheme — Managemaenl's estimats of the defined benefit
obligation is based on a number of critical underlying assumptions such as standard rates of inflation,
mortality, discount rate and anticipation of future salary increases. Variation in these assumptions
may significantly impact the fiability and the annual defined benefit expenses {as analysed in Note
23). The net defined benafil pension liability at 31 March 2023 was £133,000 (2022 ENR).
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Hjaltland Housing Association Limited

MOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

1, ACCOUNTING POLICIES (CONTINUED)
Critical areas of judgement

Categorisation of housing properties as investment property or property, plant and eguipment —
Properties held for social housing lets are considered to be property, plant and equipment. Other lats
are assessed based on the characteristics of the lease and classified as property, plant and
equipment or invesiment properly as appropriate. Al present management have classified all
properties as properly, plant and equipment.

GOING CONCERMN

The Managemen! Committee has a reasonable expectation that the Association has adequate
resaurces o continue in operational existence for the foreseeable future, based upon consideration of
long term financial plans and the availability of loan finance at affordable rates of interest and
repayment periods thal are appropriate for Hjaltland's business. As such, they continue to adogt the
gaoing concern basis of accounting in preparing the annual financial statements.

TURNOWVER AND REVENUE RECOGNITION

Turnover comprises rental and service charge income receivable in the period, income from shared
ownership first tranche sales, sale of properties bult for sale, other services provided at the invoice
value (excluding VAT) and revenue grants receivable in the period.

Rental income is recognised from the point when properlies under development reach praciical
completion or otherwise become available for letting, net of any voids.

Income from first iranche sales and sales of properties built for sale is recognised at the point of legal
completion of the iransaction.

Revenue grants are receivable when the conditions for receipt of agreed granl funding have been
fret,

GOVERNMENT GRANTS

Government grants include grants recaivable from the Scotlish Government, local authorities and
other government bodies. Government grants are recognised at the fair value of the asset received or
recaivable when there is reasonable assurance that the grant conditions will be met and the granis
will be recaived.

Government grants received for housing properties are recognised in income over the useful
economic life of the structure of the assel and, where applicable, the individual components of tha
structure (excluding land) under the accruals model,

On disposal of an asset for which government grant was received, if there is no obligation to repay the
grant, then any unamortised grant remaining is derecognised as a liability and recognised as income.
Where there is a requirement to repay a grant, a lkability is included in the Statement of Financial
Position o recognise this abligation.

OTHER GRANTS

Grants recetved from non-government sources are recognised using the performance model. Granis
are recognised as income when the associaled performance conditions are met.
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

1. ACCOUNTING POLICIES (CONTINUED)
OTHER INCOME
Interas! income

Intarest income is accrued on a time-apportioned basis, by reference to the principal oulstanding at
the effective inlerest rate.

TANGIBLE FIXED ASSETS - HOUSING PROPERTIES

Housing properties are properties for the provisien of social housing or to olherwise provide social
benefit and are principally properties available for rent and shared ownership.

Completled housing and shared ownership properties are sialed at cost less accumulated
depreciation and impairment losses,

Cost includes the cost of acquiring land and buildings, and expenditure incurred during the
development period. Retentions are excluded from the cost and are only recognized when they fall
due for payment. These retentions are included in capital cammitments,

Works to existing properfies which replace a component thal has been treated separataly for
depreciation purposes, along with those works that enhance the economic benefils of the assels, are
capitalised as improvements. Such enhancemenis can ocour if improvemants result in either:

«  An increase in rental iNcome;
s A material reduclion in fulure mainlenance cosis, or
« A significant extension o the |ife of the property.

Shared ownership properties are splil proportionally between fixed assels and current assels based
on the element relating to expected first tranche sales. The firal tranche proportion is classed as a
current asset and related sales proceeads are included in urnover.

The remaining element is classed as a fived asset and included in housing propertias at cost, less any
provisions needed for depreciation or impairment. Where the first tranche has been sold prior (o the
acquisition of the properties, these are included in fixed asseats only.

DONATED LAND AND OTHER ASSETS

Land or other assets which have been denated by a government source is added to the cost of assels
at the fair value of the land at the time of the donation, The difference between the fair value of the
assal donated and the consideration paid is treated as a non-monelary government gran and
included within the Statement of Financial Position as a liability. The terms of the donalion are
considered to be performance related conditions. Where the donation is not from a public source, the
value of the donations less the consideration is included In income.

DEPRECIATION OF HOUSING PROPERTIES
Freshaold land or assets under construction are not depreciated.
The Association saparalely identifies the major components of its housing properlies and charges

depreciation so as to write-down the cost of each component to its estimated residual value, on a
straight-line basis over the following years:

23




Hjaltland Housing Association Limited

NOTES TO THE FINAMGIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

1, ACCOUNTING POLICIES (CONTINUED)

Structure 100 years
Land il
Assets under construction il
Windows 30 years
External doors 30 years
Kitchans 15 years
Fooaf 45 years
Heating systems 20 years

A full year's depreciation is charged on these assels in the year of purchase/ completion, but no
charge is made in the year of disposal

IMPAIRMENT OF FIXED ASSETS

An assessment is made at each reponting date of whether there are indications that a fived assel
{including housing properties) may be impaired or thal an impairment loss praviously recognised has
fully or partially reversed. If such indications exist, the RSL estimates the recoverable amount of the
assel.

Shorifalls between the carrying value of fixed assets and their recoverable amounts. being the highar
of fair value less costs 1o sell and value-in-use of the asset based on ils service potential, are
recognised as impairment losses in the income and expenditure account.

Recognised impairment losses are reversed if, and only if, the reasans for the impairment loss have
ceased to apply. Reversals of impairment losses are recognised in income and expenditure. On
revarsal of an impairment loss, the depreciation or amortisation is adjusted o allocale the assel's
revised carrying amount (less any residual value) over is remaining useiul life.

OTHER TANGIBLE FIXED ASSETS

Tangible fixed assets are intially measured at cost, net of depreciation and any impairment losses.
Deprectation is provided on all tangible fixed assets, other than freehold land, al rates calculated to
write off the cost of each asset 1o its estimated residual value on a straight-ine basis over its expected
umaful life, as follows:

Pramises G0 years
Furmiture and eguipmeant Betwean 3 and 25 years

Residual value is calculated on prices prevailing at the reporting date, after estimaled costs of
disposal, for the asset as if it were al the age and in the condition expecled at the end of its useful life.

A full year's depreciation is charged on these assels in the year of purchase, bul no charge is made in
ihe year of disposal.

BORROWING COSTS

General and specific borrowing costs directly altributable to the acquisition and construction of
qualifying properties are added to the cost of those properties until such a time as the properties are
ready for their intended use or sale.

All other borrowing costs are expansed as incurred.

STOCKS

Giocks are valued &l the lower of cost and net realisable value. Materials for repairs with a cost of
below £200 are expensed as incurred.
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Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Far the -,ruurundid 31 March 2023

1, ACCOUNTING POLICIES (CONTINUED)

TAXATION

Hjaltiand Housing Association Limited has charitable status and is regisiered with the Office of
Seotlish Charities Regulator and is therefore exempt from paying Corporation Tax on charitable
aclivilies.

VAT

The Association is VAT registered, however a large proportion of income, namely rents, is exempt for
VAT purposes therefore giving rise to a Partial Exemption calculation. Expenditure is shown inclusive
of VAT,

DEPOSITS AND LIQUID RESOURCES

Cash comprises cash in hand and deposits repayable on demand less overdrafts repayable on
demand. Liquid resources are current asset investments that are disposable withoui curtailing or
disrupting the business and are readily convertible into known amounts of cash at o close to their

carrying value.

LEASES

The Association as lssee — Operaling leases

Operating leases are charged to income and expenditure on a straight-line basis over the lease term.

Rent free periods or other incentives received for entering into an operating lease are accounted for
as a reduction to the expense and are recognised, on a straighl-line basis over the leage tarm.

EMPLOYEE BENEFITS
The costs of short-term employee benefils are recognised as a liability and an axpense.

Employees are entilled to carry forward up lo 5 days of any unused holiday entitlement as at 31
March 2023, The cost of any unused entitiement is recognised in the period in which the employee’s
sarnvices are recaived.

The besi estimate of the expendilure required to settle an obligation for termination benefits is
recognised immediately as an expense when the RSL is demonstrably committed to lerminate the
employment of an employee or to provide lermination benefils.

RETIREMENT BENEFITS

Defined canlribution plans

For defined contribution schames the amount charged to income and expenditure is the contributions
payable in the year, Differences between contributions payable in the year and contributions pakd are
shown as either accruals or prepayments.




Hjaitland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED])
For the year ended 31 March 2023

1, ACCOUNTING POLICIES (CONTINUED)
Defined banefil plans

The Association is able lo identify its share of the scheme assets and scheme liabilities and therefore
has applied defined benefit accounting. For accounting purposes, the relevant date for accounting for
this change from defined contribution Lo defined benefil accounting is 1 Apnil 2049, The scheme
assels are measured at fair value. Scheme liabllities are measured on an acluaral basis using the
projectad unit credit method and are discounted at appropriate high quality corporate bond rates.

The resulting net difference of £212,000 loss (2022 - £308,000 gain) was recognised in other
comprehensive income. The Statement of Financial Position includes a provision for the net defined
benefit liability representing the Association’s share of the SHAPS assets and liabilities. The liability at
24 March 2022 was £nil. In the year to 31 March 2023, due to actuarial losses of £212,000 (2022 -
gains of £308,000), employer conlributions of £83,000 (2022 - £135,000) and expenses of £4,000
{2022 — credits of £9,000) this liability is now £133,000. Sae note 23 for details.

In the year ended 31 March 2023, the current service cost and costs from setllements and
curtailments are charged against operating surplus. Past service costs are recognised in the current
reporting period within the income and expenditure account. Interest is calcufated on the net defined
benefil liability. Remeasurements are reporied in other comprehensive income. Refer to Mote 23 for
maore details.

FINANCIAL INSTRUMENTS

The Association has elected to apply the provisions of Section 11 ‘Basic Financial Instruments” and
Saction 12 ‘Other Financial Instruments Issues” of FRS 102, in full, to all of iis financial instruments.

Financial assets and financial liabilities are recognised when the Assoclation becomes a party to the
contractual provisions of the instrument, and are offsel only when the Association currently has a
legally enforceable right to set off the recognised amounts and intends either 1o seltle on a net basis,
or to realise the asset and sellle the liability simullaneously.

Financial assols
Deblors

Debtors which are receivable within one year and which do not constitule a financing transaction are
initially measured al the transaction price. Trade debtors are subsequently measured at amortised
cost, being the transaction price less any amounts sellled and any impairment losses.

A provision for impairment of deblors is established when thera is objective evidenca thal the
amounts due will not be collected according to the criginal terms of the contract. Impairment losses
are recognised in profit or loss for the excess of the carrying value of the trade debtor over tha
present value of the future cash flows discounted using the original effective interes! rate.
Subsequent reversals of an impairment loss that objectively relate to an event occurring afler the
impairment loss was recognised, are recognised immaediately in income and expenditure.

Financial liabilities
Trade croditors
Trade creditors payable within ong year that do nol constitule a financing transaction are initialky

measured gt the transaction price and subsequently measured at amorlised cos, baing the
transaction price less any amounls settled.




Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

1. ACCOUNTING POLICIES [CONTINUED)

Borrowings

Borrowings are initially recognised al the transaction price, including transaction costs, and
subsequently measured al amortised cost using the effective intarest mathod. Interest expense is
recognised on the basis of the effective interest method and is included in interest payable and other
gimilar charges.

Darecognition of financial assels and liabilities

Afinancial assel is derecognised only when the contraciual rights to cash flows expire or are seitled,
or substantially all ihe risks and rewards of ownership are transferred to another parly, or if z=ome
significant risks and rewards of ownership are reained but control of the assel has transfermed to
anciher party that is able to sell the assel in its entirety to an unrelated third party. A financial liability
{or part thereof) is defecognised when the obligation specified in the contract is discharged, cancelled
or axpires.

FROVISIONS

Provisions are recognised when the RSL has an obligation at the reporting date as a result of a past
event which it is probable will result in the transfer of economic benefits and that obligation can be
eslimated reliably.

Provisions are measured al the best estimale of the amounts required to settle the obligation. Where
the affect of the lime value of money is material, the provision is based on the present value of those
amounts, discounted at the pre-tax discount rate that reflects the risks specific to the liability. The
urwinding of the discount is recognised within interes! payable and similar charges.

RESERVES

The Association establishes rasiricted funds for specific purposes where their use is subject o
restrictions imposed by third parties.




Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 March 2023

2. PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS OR DEFICIT

Operating
Turnower costs

Motes £ E

Affordable letting activities 3 5327305 3.707.601
Cither activities 4 307,333 285,115
Total 5,634,638 4,003,316
Total for previous reporting period 5,158,240 3,746,012

SEEEEEE=

2023
Operating
surplus

E

1,618,704
11,618

1,631,322

1412228

1 _

202
Operating
surplusidaficit)

1,389,316
12,812

1,412,228
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Hjaltland Housing Association Limited

MOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For tha year ended 31 March 2023

5. ACCOMMODATION IN MANAGEMENT

2023 d022
Units Uniis
General needs housing T2 754
Shared pwnarship 40 42
Supporied housing | a
TOTAL UNITS M MANAGEMENT B4A3 227
.= BEE===

g, INTEREST PAYABLE AND SIMILAR CHARGES
2023 2022
E £

Interas| ansing on:

Bank loans and overdrafis 712,787 481,041
Defarred inlerast on other [Dans 56,702 54,128
Defined benafit pansion charge - 8,000
769,489 543,169
Less: Interest capitalised on housing properties under construction (76.219) [19,588)
03,270 523,571

Loans are assignad o schemes under development and the inleres! is capitalised as it accrues during the
period of construction at the rale in force for that borrowing.

7. OPERATING SURPLUS

2023 2022
E £

Operaling surplus is stated after charging:
Depreciation of housing properlies (nole 10.A) 1,260,215 1,198,275
Depreciation of other tangible fixed aszets (note 10.8) 65,845 L]
Operaling lease ramals (nota 22) 1,838 1,718

EEEEEE= - -
Feas payabile 1o RSM UK Audil LLP and its associates in respect of both audit and non-audil services
excluding VAT are as follows:

2023 2022

£ £

Audit services - statulory awdit of 1he Associalion 14,975 13,300
14,975 13,200

8. SURPLUS OR DEFICIT ON SALE OF FIXED ASSETS = HOUSING PROPERTIES

2023 2022

E E

Disposal proceads 150,000 44,000
Carrying value of fixed assels (BE,854) {45,125)
83,146 (1,125)

Capétal grani repaid (610) (3,205)
Capilal grant abated . -
82 536 (4,330)

Legal and other cosis (2,783} {2.818)
79,773 (7.248)
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Hjaltland Housing Assoclation Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

0. EMPLOYEES
2023 2022
Mo. Ho
The average monthly number of full ime equivalent persons
{including key management personnel) employed by the Asscciation
during the year was: " 28
=ZOE= ====
E £
Stall costs for the above persons
Wages and salaries 1,117,755 1,086,685
Social security costs 117.708 110,834
Other pension costs [defined contribulion) 168,803 102,440
1,435,454 1,300,029

e EREES===

Key management personnel are defined as the members of the management commitiea, the Chief Execulive
and any other person reporting directly 1o the management commities.

The number of key management personnel who received amoluments {excluding employers’ pension
contributions) in excess of £60,000 during the reporting peried fall within the fedlowing bands:

Nao. Mo,
FED,000 - E70,000 - 3
F—— | ENE=
ET0,000 - £80,000 1 1
SOEE S
2023 2022
£ E

Aggregate emoluments for the above key managemant personnel
{excluding pension contribulions) 248 526 258,783
=] EEEEES
Tha emaluments of tha Chiel Executive (excluding pension conlributions) T2457 73,945
Employer's penskon conbributons 14,107 T.253
Total amoluments payable ; 81,198

Aggregale pension contributions in refation to the above

kiy managamant personnel 46,878 25,265
L. | OE===

No payment of fees or other remuneration was made to the Board members during the year.




Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 March 2023

10.A TANGIBLE FIXED ASSETS — HOUSING PROPERTIES

Cost

1 April 2022
Addibons
Transfers
Disposals

31 March 2023

Depreciation and impalrmant
1 Apeil 2022

Depreciation charged in year
Released on disposal

31 March 2023

Mat book valus
31 March 2023

31 March 2022

Land included under housing properlies is all freehold.

EXPENDITURE ON WORKS TO EXISTING PROPERTIES

Improvernent work capitalised

Replacement component spend capitalized
Amounts charged to income and expanditure

Total major repairs spend

Social Housing Completed Total
Housing properties for Shared housing
Properties  leiting under ownership  properties
Held for construction  housing
Letting properties

E £ E E
89,501,843 B.084,188 2665913 101,152,044
473,749 3,645,137 - 4,116,688
3,860,818 (3.860,816) - -
(162, 760) - (75,422} (242,182)
03,673,748 B.TEE5008 25B64971 105028748
E=EOEsE=E L L & =E======c
12,951,452 - /R 92F 13,340,375
1,240,572 - 19,643 1,280,215
{162, 780) - (12 568) {175,328)
14,029,264 - 305008 14425262
EE=Ss===an === == OEES===== EAEEEE===
79,644 464 B.7T68500 2180453 80,603 486
EEEEEEET— E=msaEEEEE —o————o=E TT=T==E===
76,550 491 8084 188 2276000 67811669
= - ——————] OEEEEws== SSEDELooT SESREEEEE

2023 2022

E E

36,146 43 BTS

437 804 140,829

643 491 B0T 890

1,117,241 792,204
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Hjaltland Housing Assoclation Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

10,8 TANGIBLE FIXED ASSETS - OTHER

Office  Workshop! Office Maintenance
Accommodation Store  Equipment  Egquipment Tatal
E £ E E £
Cosat
1 Apeil 2022 1,447 285 123 922 246,087 132872 1,950,276
Additions - H 14,538 43 817 B8, 353
Realiocation = = H . 2
Disposals - - - (24,392)  (24,382)
31 March 2023 1,447,285 123,922 260,633 152,397 1,084,237
—— . . | —— .- "= —— - | e e — | TEE====
Depreciation and impairment
1 April 2022 110,769 20 691 176,013 [E. T8 422,23
Depreciation charged in year 24,170 2.5M 18,110 20,974 65,845
Released on disposal . % - (24,302) {24,302
31 March 2023 134,939 42 282 163,123 93,340 453,684
e e | B CE===== =R f——————] EETEEE=
31 March 2023 1,312,348 81,840 G7.510 R 05T 1,520,563
=141 1+ —— i —— . ] ——— . | .
31 March 2022 1,336 516 B4.231 71,084 3214 1,528,045
HEE==== EETE==— EENEAEEE =4 13 ——— e
11. STOCK
2023 22
E E
Raw materials 6,235 T.147
Work in progress:
Cost of developing properlies (New supply shared equity) 1,231,216 553,480
e e e 1| =E=EE==
12. SUBSIDIARY UNMDERTAKING
The RSL's subsidiary undertaking is:
Mame of undertaking Mature of Business
Hialtland Trading Limited Company limiled by guaraniee Proparty Managemen! Services

Hjaltiand Trading Limited retumed a profit of 17,218 for the year ending 31 March 2023 (2022 - £40,380).
Hjaltland Trading Limited had nat assets totalling £1 98,045 as at 31 March 2023 (2022 - £180,629).

During the year, the Associalion sold goods and services at cost 1o Hjaltland Trading Limited of E151,426
{2022 - £145,439). The amounl due to the Associalion al year end was £7T8,7T28 (2022 - £45,827).

During the year, the Associabion boughl goods and services al normal markel rates from Hjalland Trading
Limited of E282 (2022 - £122). The amount due fo the company al year and was Enil (2022 - Enil).




Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

13. DEBTORS

Amounts falling due within one year:
Rant and service charges recelvable
Less: provision for bad and doubiiul debls

G debliors

Prepayments and accruad income
Development funding receivable
Amounis due from Group underiakings
Grant funding receivable

14. CREDITORS: AMOUNTS FALLING DUE WITHIN OME YEAR

Dabt (note 17)

Rant and service charges received in advance

Trade cradilors

Other crediiors

Aceruals and deferred income

Oiher tax and social securily _
Deferred grant cn new swpply shared equity propertes

2023
£

152 688
(100,174)

52,514

34,435
83,705
466,206
78,728
75,249

Te0e7

861,954
43,308
658,604
40,772
168,450
35,743
826,814

15. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

Dabi {nole 17}
Dedferred capital grant (note 16)

Inciuded in cradilors ang:

Amounts repayable other than by Instalments
falling due after more than five years
Amounts repayable by instalments falling due
aftar more than five years

16. DEFERRED CAPITAL GRANT

As at 1 April

Grant received in the yaar

Caplial granl amodisation

Mat book value of capital granis disposad

As al 31 March

2023

320,000

14,428,766

2023
£

59,552 663
2,172 875
(1.021,943)
(48.472)

60,654,123

FLrF
£

163,830
(103,221)

50,609
21317
83,043
526,130
45 82T

21,036,504
58,652,663

80,589,167

1,677,483

14,572,494

2
£

56,032,048
3,638,537
(983,078)

(34.842)

59,552,663




Hjaltiand Housing Association Limited

MOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

17. DEBT AMALYSIS = BORROWINGS

2023 2022
£ £
Credilors: amounts falling due wilhin one year,

Bank loans 861,954 810,239
B&1,054 810,238

Creditors: amounts falling due after mone than one year:
Bank loans 20,730,587 19,459,011
Dther loans 1,953,404 1,677,483
22 684 081 21,036, 504
Tatal e —
23,546,035 21,846,743

e e S P —_—————————

Other loans include rolled wp interast of £308 492 (2022 - E252 481)

Loans are secured by specific charges on the Associalion’s properties and are repayable at rales of inlenest
betwaen 1.72% and 5.75%. (2022 - 1.4% and 5.75%) as follows:

2023 2022

E £

Dhue within one year 861,954 810,238
Due batwoen one and two years BE1,954 810,238
Due between hwo and five years 7073341 4,076,274
Dua more than five years 14,748 786 16,149,991
23,546,035 21,846,743

The Nationwide Building Society holds a number of standard securilies over various properlies owned by the
Associalion.

The Royal Bank of Scolland halds a number of standard securities over various properties owned by the
Associalion.

The Bank of Scotland holds a number of slandard securities over various properties owned by the
Association.

The Bank of Scotland holds a leller of pledge by the Association for all sums and a negalive pledge over &
proparies owned by the Associafion,

The Secrelary of State for Defence holds a slandard security and a claw back security over 10 properties
owned by tha Associalion,




Hjaltland Housing Association Limited

MNOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

18. SHARE CAPITAL

2023 202
Mumbar Mumber

Mumber of members
1 Apil 2021 B8 86
Joined during the year 2 2
Left during year 2 x
31 March 2023 a0 B8

Each meamber owns one fully paid share of £1 which is non-refundable and carries no rights to dividend or
disiribulions on a winding up. When a shareholder ceases to be a membar, thal person's share is cancelled
and the amounl paid becomes the property of the Association. Members are entitied to attend Annual
General Meelings and can be elected lo the Management Commiltea.

19. RESERVES
Resarves of the Associalion represent the following:
Restricted reserves

Restricied funds are funds which are lo be used In accordance with specific restrictions imposed by funders
or which have been ralsed by the charity for particular purpeses. The costs of raising and administering such
funds are charged against the specific fund,

The restricted reserve was held for restricted income received of £20,000 from Community Anchor and
£8,550 was spent in 2022/23, leaving £11,450 1o be spent in 2023/24. This grani was provided to fund those
in nead dus 1o the cosl-of-lving crisis,

a7



Hjaltland Housing Association Limited

MOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 March 2023

20. RECONCILIATION OF TOTAL COMPREHENSIVE INCOME TO MET CASH GEMERATED

FROM OPERATIONS

Swrplus for the year

Adjustmands for non-cash ilemas:
Depreciation of langible fixed assels
Amodisation of capital grants
(Decrease) in pension provision

(Gain)Loss on disposal of tangible fixed assels

Interasl racaivable (invesling nol operating)
Interest payable (financing rol operating)
Sharas cancelled

Operating cash flows before movemants in working capital

(Increasa) in slock
{Increase)Decrease in trade and other debtors
Increase in trade and other creditors

Cash generated from operations

CASH AMD CASH EQUINVALENTS

Cash and cagh equivalents represent:
Cash at bank and i kand
Short-berm deposils

Cash and cash equivalenis
Bank borrowings due within one year

Bank borrowings due after than one year
Oiher bormowings due after than one year

Borrowings more dua afier one year

Met dabt

2023 2022

E £

1,056,953 BES BEE

1,326,060 1,254 963

(1,021.843)  (983,078)

{79,000} {123,000

{79,773) 4,330

(39,128) (4,257

693,270 523.5T1

1,856 4.39 1,558 185

(635,813) (478, 316)

(113,144) 34 802

354 577 363,892

1,476 059 1,480 573

2023 2023

£ £

1,565.0843 1,234 474

1,683,966 1,443,873

3,249,905 2 678 34T

1 April Cash flows Mon-cash 31 March
2022 Movements 2023

E E £ E

2 678,347 571,562 3,249 909
(810,239) 826,709 (B78.424) [(851,354)
(19,459,011}  (2,150,000) 878,424 (20,730,587)
(1,577,493) (320,000} (56,001}  (1,953,404)
(21,036,504) (2,470,000) 422 423 (22.684,081)
(19, 168,396) (1,0071,729) (56,001} (20,296.126)




Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

21, CAPITAL COMMITMENTS AND OTHER CONTRACTUAL OBLIGATIONS

2023 2022
E £

Capital expenditure coniracted for bul not provided
in i financial stalemants 4,253,263 4,200,518
EEEEEETEE F—-— —-—

The above commibments will be funded throwgh:

Capital grant receivable 1,683 406 1,393 587
Other grants 80,000 =
Shared ownership sales 574,000 574,000
Loans 1,815,767 2,232 822
4. 253 263 4. 500,518

I A . oy

22, COMMITMENTS UNDER OPERATING LEASES

The [otal fulure minimum lease payments under non-cancellable operating leases are as Tofliows:

2023 2022
£ E
Amounts duea:
VWithin one year 1,838 1,718
Batwesan ane and five years g, 782 -
After five years -

23. RETIREMENT BENEFITS

SCHEME: The Pensions Trust — Scoftish Housing Associations' Pension Scheme

The company participates in the Scotlish Housing Assoclalions’ Pension Scheme (the Scheme), a mulli-
employer scheme which provides benefits to some 150 non-associaled employers. The Schema is a dafined
benafit schame in the UK, The Schema is subject lo the funding legislation outlined in the Pensions Act 2004
which camea inlo force on 30 December 2005. This, together with documanis issued by the Pensions
Regulator and Technical Actuarial Standards issued by the Financial Reporting Council, s81 oul the
framawork for funding defined benefil cocupational pension schemes in the UK.

Thae: last triennial valuation of the scheme for funding purposes was carried oul as at 30 September 2013,
This valuation revealed a deficil of £121m. A Recovery Plan has been pul in place o eliminate the deficit. It
has been confirmed that the deficil funding will stop at 30 September 2022, there s no requirement to canry
on g 31 March 2023,

The Schame is classified as a Tast-man standing armangemeant’. Therefore the company is polentially liable
for other parlicipating employers” obligations if Ihese amployers are unable o meel their share of the schame
daficit following withdrawal from the Schame. Parlicipating employers are lagaily required 1o meat thair share
of the Scheme deficil on an annuity purchase basis on withdrawal from the Scheme. For financial years
ending on or before 28 February 2019, i was not possible for the company to obtain sufficient information 1o
enable il to account for the Scheme as a defined benalil scheme, therefore the company has accounted for
the Scheme as a defined contribution schemsa,

For financial years ending on or afler 371 March 2018, il is possible to oblain sufficient information to enable
the cormpany to account for the Scheme as a defined banafit schamsa,




Hjaltland Housing Association Limited

MOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

23, RETIREMENT BEMEFITS (CONTINUED)

For accounting purposes, a valuabion of the scheme was carded out with an effective date of 30 Seplember
2018. The liability figures from this valuation were rolled forward for accounting year-ends from 31 March
2018 1o 29 Fabruary 2020 inclusive,

Similarly, actuarial valuations of the scheme weare carried out a5 at 30 September 2018 1o inform the labilities
for accounting year ends from 31 March 2020 1o 28 February 2021 inclusive, and as at 30 September 2020
ta infarm the liabilifies for accounting year ends from 31 March 2021 1o 28 February 2022 inclusive.

The liabilities are compared, al the relevant accounting date, with the company’s fair share of the Scheme's
total asseds lo calculate the company's ned deficil or surplus.

FRESENT VALUES OF DEFINED BENEFIT OBLIGATION, FAIR VALUE OF ASSETS AND DEFINED
BENEFIT ASSET (LIABILITY)

31 March 2023 21 March 2022

(E000s)} (E000s)

Fair valua of plan assals 2,804 4,887

Presenl valuea of delined benafit obfigation (3,427} {4,849)

(DeficilfSurplus in plan (133) 48

Unrecognised surplus - (48]

Defined benefil Babilily 1o be recognised {133} -

Deferred tax - -

Nel defined benefit Rability to be recognised {133) =
RECOMCILIATION OF THE IMPACT OF THE ASSET CEILING

Period anded

3 March 2023

(EQDDs)

Irmpact of asset celling at start of peried 48

Effect of the asset ceiling included Im nel inleresi cost 3

Actuarial losses (gains) on assel cedling [51)

Impacl of assel ceiling al end of period -

RECONCILIATION OF OPENING AND CLOSING BALANCES OF THE DEFINED BENEFIT OBLIGATION

Period ended

31 March 2023

{E000s)

Defined benefit obligation at 1 April 4 8B40
Curranl sarvice cost -
Expenses 4
Interest cost 134
Contributions by acheme paricipants -
Actuarial (gaing) {1,7BE)
Pian introductions, changes, curlailments and salllements -
Benafits paid (T4)
Dafinad benefil obligation at 31 March 3,127

40



Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

23. RETIREMENT BENEFITS (COMTIMUED)

RECONCILIATION OF OPENING AND CLOSING BALANCES OF THE FAIR VALUE OF PLANS ASSETS

Fair value of plan assefs at stan of period

Interest income

Expariance on plan assels (exciuding nel interest on the defined baneafit liability)
Canlnbutions by émployer (deficit conlribulion)

Benefits paid

Plan assats al 31 March

The aciual loss on plan assels was £1,912.000 (2022; reurn of £129,000)

Perind ended
31 March 2023
(E000s)

4 847

137

{2,049)

(74)
2

DEFINED BEMEFIT COSTS RECDGNISED IN STATEMENT OF COMPREHEMSIVE INCOME (S0CI)

Currani service cost
Expenses
Met interes! expanse

DEFIMED BEMEFIT COSTS RECOGMNISED IN OTHER COMPREHENSIVE INCOME

Experience on plan assels (excluding amounts included in
nel interest cost) — gaini(losses)

Exparience gains and losses arising on the plan labilities — gaindloss)

Effects of changes In the demographic assumptions

underlying the present value of the defined benafit obligation — galnilass)
Effacts of changes in the financial assumplions underhying

tha preseni value of the defined benafit obligation - gaini{loss)

Tolal acluarial gains and losses (befons restriction dua to

some of the surplus nol being recognisable) = gainiloss)

Effects of changes in the amounl of surplus that

is nol recoverable (excluding amounts included in net interest cost) - gaini(loss)

Total amount recegnised in other comprehensive income — gaini{loss)

Period ended
31 March 2023
(E000s)
(2.049)

357

72

1,357

(263)

51

(212)

1



Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

23, RETIREMENT BENEFITS (CONTINUED)

ASSETS 31 March 2023 31 March 2022
(ED00s) {E000s)
Global Equity Fi:] BEs
Absolule Relum 41 224
Distressed Opportunities 92 176
Gredil Relative Value 114 157
Altemalive Risk Premia 1T 202
Emerging Markets Debi 23 182
Risk Sharing 218 160
Insurance-Linked Sacuritias B3 103
Property 125 127
Infrastruciure 323 208
Privala Debt 134 123
Opportunistic Miquid Credit 132 162
High Yield 15 48
Oppaortunistic Cradit . 17
Cash 13 14
Corporate Bond Fund 4 309
Lipuid Cradit - <1}
Long Lease Property 100 141
Secired [ncome 200 262
Civer 15 Year Gilts - 2
Liability Driven Invesimean 1,268 1,185
Currancy Hadging Li] (18)
Met Current Assels ¥ 16
Total Assats 2,994 4,897
i1 _L_J_L_J EEEEE
EEY ASSUMPTIONS

31 March 2023 31 March 2022
% per annum % per annum
Dizcount rate a.B6 278
Inflation (RP1) 3.18 451
Inflation [(CP1)} 2.7 3.16
Salary Growih 377 416

Alowance for commuialion of pension for cash
an retirerment 75% of maxdimim T5% of maximum
allowance allowance

The morality assumptions adopted at 31 March 2023 imply the following life expectancies:

Life expeciancy at

age 65 (years)

Mala retiring in 2023 20.5
Famata ratiring in 2023 230
Mabe retiring in 2043 2.7
Farmabs refiring in 2043 24.4

The Associalion has been nolified by the Trustee of the Scheme that i has performed a review of the
changes made to the Scheme's benefils over recent years. The Trustee has been advised o seek
clarfication from the Court on potential changes to the pension ability. This process is ongoing and the
Associalion understands that the matter is unfikely to ba resolved before the end of 2024 af the earliast,
It is recognised thal this could potentially impact the value of Scheme llabilfties, but until the outcome of
the Court process is known, it is nol possible to calculate the impact on the liabilities of this issue,
particularty on an individual employer basis, with any accuracy for the purposes of the 31 March 2023
financial stalements. Accordingly, no adjustment has bean made in these financial stalements in
respect of this polential issue,




Hjaltland Housing Association Limited

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
For the year ended 31 March 2023

24. RELATED PARTY TRANSACTIONS

One member of the Management Committee is a shared equity owner who resigned on 20 July 2022, Their
service charges of £142 (2022 - £390) during the year, are on standard terms, as applicable o all shared
equity owners. The balance culstanding from members al the year-end was Enil (2022 - Enil).

One member of the Management Commiiies is a tenanl of the Association. Their tenancy is on normal
commercial tarms. During the year £4,827 of renl was recefvable from this tenant member. In the previous
year, a different member of the Managemant Commillee was a tenant of the Associalion and during the 2022
year £3,388 of rent was receivabla from this lenan! member. At the year-end thede was Endl of rent arrears
due frarm members (2022 - Endl).

26, CONTINGENT LIABILITIES

Housing Association Grant received to fund developments may have (o be repald where the property has
been disposed of.

Other grants may have 1o be repaid if conditions are breached or if too large a surplus is made on the
particular activily.

26. POST BALANCE SHEET EVENT

On 21851 July 2023 Hjaltland Housing Associalion entered Into a contract fo initiate the Staneyhill
infrastructure development. The contract is for £10,988,332 and is fully funded from the Scoftish Government
Infrastmaciune Fund.
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