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DIRECTORS' REPORT (Continued) 

FINANCIAL REVIEW 

Income 
The Association's turnover for the year ended 31 March 2021 totalled £8.0m (2020: £13.7m). The 
main source of income is derived from the social rental of housing property, with net rental income 
of £6.Sm (2020: £6:3m). Grant income of £0.Sm (2020: £5 .2m), has been recognised in relation to 
completed new build properties, medical adaptations and claims made under the UK Government 
Job Retention Scheme. The amount of grant income reported varies from year to year depending 
on the profile of the Association's new build development programme. 

Expenditure 

Operating costs of the Association in the year totalled £6.9m (2020: £8.2m), largely comprising of 
the following: 

• Management and maintenance administration costs associated with affordable letting
activities totalling £0.Sm (2020: £0.Sm).

• £0.Srri ofreactive maintenance costs to our social letting properties (2020: £0.7m).
• £0.9m of planned and cyclical maintenance costs including major repair costs to

improve our social housing properties (2020: £0.7m)
• Depreciation expenditure for social housing and other assets of £3.4m (2020: £3.4m)
• Wider role costs of £0.3m reducing from £1 .4m in the prior year due to the transfer of

the tenancy support service activities to Loretto Care.

The Association generated.an operating surplus of £1.lm or 14% (2020: £5.7m or 42%) following 
a reduction of £4.7m in grant income. Operating surplus includes a £19k loss on investment 
properties (2020: £149k gain), relating to the valuation of mid-market rent units. 

Other expenditure in the year includes £2.8m of interest (2020: £1.7m) which includes Loretto's 
share of a one-off fee of £1.0m for the refinancing of fixed rate loan arrangements which will reduce 
future interest costs and improve the strength of the Association's business plan going forward. 

Total comprehensive income for the year of £0.6m (2020: £3 .2m) includes an increase in valuation 
of social housing properties of £4.4m (2020: decrease of £1.Sm), an increase in valuation of office 
properties of £37k (2020: £27k) and a loss of £2.lm (2020: gain of £0.8m) in respect of the annual 
actuarial valuation of the SHAPS pension· scheme. Valuation movements in social housing 
properties can vary due to the profile and number of new build completions in any one year linked 
to the requirement under FRS 102 to recognise grant income in the Statement of Comprehensive 
Income using the performance method. In the year of completion this leads to an initial EUV-SH 
valuation being compared against the gross development cost of the newly completed properties. 

Cashflows 
The cash flow statement of the Association is shown on page 18. The Association generated £4.0m 
from operating activities (2020: £1.3m). Cash and cash equivalents in the year increased by £0.7m 
(2020: decrease £0.2m), primarily due to the timing of intra-group loan drawdowns, settlement of 
intra-group balances and the timing of grant claims. 

Rental debtors 
At the statement of financial position date, the Association had rent arrears of £0 .3 m offset by bad 
debt provisions of £0.2m (2020: £0.Sm and £0.3m respectively). 
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FINANCIAL REVIEW (continued) 

Liquidity 
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The Association's net current liabilities at 31 March 2021 totalled £ 1.4m, an increase of£ 1.4m in 
the year from a net current liability in 2020 of £49k, which is the result of the classification of 
deferred grant receipts between balances due for release to the statement of comprehensive income 
within one year and more than one year, the timing of receipt on grants claimed and the settlement 
of intra-group debtor balances. Borrowings due after more than one year have decreased from 
£37.3m to £32.8m while the Association invested £0.7m in existing properties and £3.6m in new 
build development. Cash balances are managed at an appropriate level through the Group funding 
subsidiary Wheatley Funding No. I Limited ("WFLl ") to match the needs of the business and the 
cost of borrowing. The Association has access to funding through a Group facility with WFLl 
which ensures the Association does not default on liabilities as they fall due and enables the 
Association to further invest in its existing stock and on its new build programme. 

Capital structure and treasury 
The Association's activities are funded on the basis of a Business Plan which is updated annually. 
Long-term funding is provided through the Group financing subsidiary Wheatley Funding No. 1 
Limited, as detailed in note 18. The Association has access to an intra-group facility of £90.4m. 
Interest rate risk is managed at a group level by WFLl. 

Investment in tenants' homes 
During the year we invested £0.7m in improving tenant's homes. At the year-end our housing stock 
(including housing under construction) was valued at £65.Sm (2020: £60.2m). 

New Build 
No new build developments were completed during the year, however, the Association continued 
to work on several developments. Our new build programme invested £3.Sm in the year. The 
Business Plan includes a further projected spend of £56.4m on the new build programme in Loretto 
Housing Association over the next five years. 

Reserves policy 
Under the Statement of Recommended (Accounting) Practice ("SORP") 2014 and Financial 
Reporting Standard ("FRS") 102, the Association may operate with up to three principal reserves; 
a revenue reserve, a revaluation reserve and a pension reserve. 

Revenue reserve 

Revenue reserve includes historic grant received in respect of the following: 

• new build housing properties
• specific projects for which subsidy has been received, such as investment in the energy

efficiency of our homes

These grants have been invested for the specific purposes prescribed in the related grant conditions, 
with this activity typically · resulting in an increase in the value of housing properties in the 
Association's Statement of Financial Position. The Association has no ability to realise new cash 
from this element of reserves, since selling the related assets which were constructed or improved 
with the grant funds would trigger clawback conditions and require repayment of grant to the 
Scottish Government or other grant providers. Furthermore, it is not the Association's policy to sell 
social housing assets; on the contrary, continuing to own and support these while providing 
excellent services to customers is core to the Association's charitable purpose. 
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DIRECTORS' STATEMENT ON INTERNAL FINANCIAL CONTROL 

The Directors acknowledge their responsibility for ensuring that the company has in place systems 
of control that are appropriate to its business environment. These controls are designed to give 
reasonable assurance with respect to: 

• The reliability of financial information within the Association, or for publication;
• The maintenance of proper accounting records;
• The safeguarding of assets against unauthorised use or disposition.

The systems of internal financial control, which are under regular review, are designed to manage 
rather than to eliminate risk. They can only provide reasonable and not absolute assurance against 
material misstatement or lo.ss. 

The key procedures which have been established are a� follows: 

• Detailed standing orders covering Board structure, election, membership and meetings;
• Financial regulations and procedures with clear authorisation limits;
• Regular Board meetings, focusing on areas of concern, reviewing management reports;
• Audit and Compliance reporting focussing on areas of concern and reviewing management

reports;
• Regular review of cashflow and loan portfolio performance;
• Regular review of tendering process, rent acc_ounting, arrears control and treasury

management;
• Segregation of duties of those involved in finance;
• Identification and monitoring of key risks by the management committee; and
• Monitoring the operation of the internal financial control system by considering regular

reports from management, internal · and external auditors and ensuring appropriate
corrective action is taken to address any weaknesses.

The Directors confirm that they have reviewed the effectiveness of the systems of internal control. 
No weaknesses have been found which would have resulted in material losses, contingencies or 
uncertainties which require to be disclosed in the financial statements. 
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DIRECTORS' REPORT (Continued) 

STATEMENT OF BOARD'S RESPONSIBILITIES IN RESPECT OF THE BOARD'S 
REPORT AND THE FINANCIAL STATEMENTS 

The Board is responsible for preparing the Board's Report and the financial statements in accordance 
with applicable law and regulations. 

Co-operative and Community Benefit Society law requires the Board to p_repare financial statements for 
each financial year. Under those regulations the Board have elected to prepare the financial statements in 
accordance with UK Accounting Standards, including FRS 102 The Financial Reporting Standard 
applicable in the UK and Republic of Ireland. 

The financial statements are required by law to give· a true and fair view of the state of affairs of the 
association and of its income and expenditure for that period . 

In preparing these financial statements, the Board is required to: 

• select suitable accounting policies and then apply them consistently;

• make judgements and estimates that are reasonable and prudent;

• state whether applicable UK Accounting Standards and the Statement of Recommended Practice have
been followed, subject to any material departures disclosed and explained in the financial statements;

• assess the association's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern; and

• use the going concern basis of accounting unless it either intends to liquidate the association or to
. cease operations, or has no realistic alternative but to do so.

The Board is responsible for keeping proper books of account that disclose with reasonable accuracy at 
any time the financial position of the association and enable them to ensure that its financial statements 
comply with the Co-operative and Community Benefit Societies Act 2014, the Housing (Scotland) Act 
2010 and the Registered Social Landlords Determination of Accounting Requirements 2019, the Charities 
and Trustee Investment (Scotland) Act 2005 and regulation 8 of the Charities Accounts (Scotland) 
Regulations 2006 (as amended). It is responsible for such internal control as it determines is necessary 
to enable the preparation of financial statements that are free from material misstatement, whether due to 
fraud or error, and has general responsibility for taking such steps as are reasonably open to it to safeguard 
the assets of the association and to prevent and detect fraud and other irregularities. 

The Board is responsible for the maintenance and integrity of the corporate and financial information 
included on the association's website. Legislation in the UK governing the preparation and dissemination 
of financial statements may differ from legislation in other jurisdictions. 

rder of 

�ci\J,� 
Douglas�' Chair 
26 August 2021 
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