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CLOCH HOUSING ASSOCIATION LIMITED

REPORT OF THE BOARD
FOR THE YEAR ENDED 31 MARCH 2023

The Board presents its report and the financial statements for the year ended 31 March 2023.
Legal Status

The Association is registered with the Financial Conduct Authority as a Co-operative and Community
Benefit Society (No. SP1893R(S)), the Scottish Housing Regulator as a registered social landlord (No.
HEP91) under the Housing (Scotland) Act 2010 and as is a registered Scottish Charity with the charity
number SC013996.

Principal Activities

The principal activities of the Association are the provision and management of affordable rented
accommodation.

1. providing, restructuring, improving and managing land, accommodation and associated facilities and
providing care;

2. providing or arranging home maintenance, repair and improvement services and providing facilities
and services for the benefit of such people either exclusively for them or together with other persons;

3. undertaking any activities which are charitable, allowed under section 58 of the Housing (Scotland)
Act 2001, including any statutory amendment or re enactment of the provisions of this section from time
to time being in force and;

4. carrying on any other charitable activities permitted to registered social landlords from time to time.
Review of Business and Future Developments

The year of 2022/23 was a challenging year, particularly for our customers impacted by soaring energy
and food costs. The annual rate of inflation reached 11.1% in October 2022, which was a 41-year high,
before easing slightly to 10.1% by March 2023. High inflation affects the affordability of goods and
services for households and as a social landlord we felt the cost pressures impacting our own operating
costs, in particular housing maintenance, property insurance and loan funding. However, in
consultation with our customers, we were able to deliver a lower than inflation rent increase in 2022/23
with an average 2.5% uplift applied resulting in £7,421,313 income from rents and services charges,
(2021/22 £7,032,104).

Wider action activity and support to our customers was a high priority during the year to help mitigate
the impact of the cost-of-living crisis. During the year, we secured circa £100k of grant funding and
other income which enabled us to provide additional welfare benefits advice and support, issue energy
vouchers, food vouchers and warm packs to many of our customers. We also worked in partnership
with Financial Fitness, who are Inverclyde’s independent welfare benefit and money advice charity,
setting up a new appointment service from our offices.

This service secured £276,941 additional benefits over the year, helping 163 of our customers and we
will continue to provide this service to help maximise income for our households, (2021/22 £138,324
and 144 Cloch customers supported).



CLOCH HOUSING ASSOCIATION LIMITED

REPORT OF THE BOARD
FOR THE YEAR ENDED 31 MARCH 2023

Review of Business and Future Developments (Contd.)

At the start of the year, we also launched a new service called Cloch+, which is a furnished tenancy
service, aimed to combat furniture poverty by helping people to furnish their homes. In March 2023, we
also received the fantastic news that we had been successful in securing grant funding from The
Scottish Government's Investing In Communities Fund. The 3 year, £325k grant funding will allow us
to expand the Cloch+ project, focussing on mental health and wellbeing, ensuring this is prioritised at a
community and local level. We are also delighted that this project financially supports our partner,
Starter Packs, who provide home essential start up packs to those setting up a new home and 65 of
our customers benefited from this service in 2022/23.

Our suppliers were also impacted by factors within the external environment, with material and labour
shortages being a challenge at times during the year. However, we worked closely with our contractors
to ensure continuity of service with £3,227,327 spent on repairs and planned maintenance during the
year, (2021/22 £3,593,861).

With loan funding of £12,456,575 as at March 2023, our loan interest costs of £473,578, were impacted
by the Bank of England Base rate increasing from 0.75% in April 2022 to 4.25% by March 2023,
(2021/22 £14,568,180 loan funding and £439,545 interest costs). Our Treasury Management activity
during the year has been significant to mitigate the impact of higher interest rates and in January 2023
we re-negotiated loan terms, with projected savings of circa £870k over the next 5 years. This involved
transferring a traditional loan to a revolving loan credit facility and incurring non utilisation fees rather
than paying high loan interest costs. In addition, reduced bank margins for some of our loan funding
was also agreed, based on extending loan terms. Our relationship with our lenders is strong and their
support during this period was excellent and highly customer focussed.

During the year we also concentrated on our acquisition strategy, where we purchased 5 properties
from the open market. The Scottish Government, provided grant funding to assist with this, helping us
to provide more homes for the residents of Inverclyde. However, this was offset by the sale of 6
properties at Killearn Road, as we were unable to complete our planned maintenance programme for
these properties linking with owner occupier decisions to invest in common areas. The sale of these
properties resulted in a £207,806 gain for the Association, and this will be re-invested into further
property purchases during 2023/24 to increase the number of houses we own and manage from 1,472
as at March 2023.

Internally there have been personnel changes within the Association, with our previous Finance Director
taking on the role of Chief Executive in October 2022 and two new Leadership Team members in 2022,
with a new Depute CEO and Head of Housing Services. Our Board membership and roles have also
changed with a new Chair and new members joining the Board who have brought ideas, new
perspectives and skills to our existing strong and committed Board.

During quarter 4, Cloch started working on a refresh of our Business Plan, taking account of all the
changes and challenges in the operating environment. This was produced with the Board and Staff
Team setting ambitious priorities for the next 3 years, with a sharper focus on the impact of the cost-of-
living crisis, tenant safety and compliance, customer insight and support and staff wellbeing.
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Operational Activity & Surplus

Our operating costs associated with our core services were £7,002,136, (2021/22 £7,059,388), resulting
in an operational surplus on affordable letting activities of £2,241,117, (2021/22 £1,668,691). However,
after taking account of other activities and financial costs such as loan interest, our surplus for the year
was £1,834,932, (2021/22 £1,142,019). After adjustments for the pension plan the surplus reduced
further to £1,425,932, (2021/22 £1,770,019) and this will be used to fund our future planned
maintenance programme.

In addition to the annual operating costs noted above, we invested in component replacements and
improvements across our housing stock, which was valued at £73,599,699 on the 31/3/2023 after
annual depreciation, (2021/22 £75,035,727).

Our component replacement and improvement activity during the year focussed on delivering:

Kitchens 28 homes
Radiators and Pipework 26 homes
Boiler replacements 71 homes
Bathrooms 29 homes
Windows 111 homes
Full rewiring 30 homes

The above work alone had a total cost of £1,215,250, (2021/22 £1,518,535). However, our 2022/23
programme of work was stalled during the year due to one of our main contractors going into
administration and the work due to be undertaken by this company has now been reprocured and is
due to start in quarter 1 of 2023/24.

Our operational performance linking with our repairs and maintenance service was impacted by
challenges within the construction industry and during 2022/23 we worked on a new procurement
framework, which should see performance improve in 2023/24 by increasing capacity from working with
a single contractor to multiple contractors for our reactive repairs and void contracts. In terms of rent
arrears, our gross rent arrears remained low at 1.55%, (2021/22 2.20%) and performance is in the
upper quartile in Scotland.

In the last year and in accordance with our charitable status, Cloch donated £1,500 across the following
charities:

» Underheugh Ark Rescue

» Greenock Otters

»  Friends4Ever

»  Broomhill Community Hub
Governance

Our 4th compliant Assurance Statement was delivered supported by self-assessment detail against the
Regulatory Standards of Governance and Financial Management, and the annual review of our Board
Members, which was conducted by Arneil Johnston. In addition, 4 internal audits were complete during
the year which focussed on Budgetary Control, (substantial assurance), Equality and Diversity,
(substantial assurance), Procurement, (substantial assurance), Planned & Cyclical, (reasonable
assurance). We were also delighted to be awarded with the Customer Excellence Plus accreditation,
highlighting to our Board and customers that we are dedicated to the continuous improvement of our
customer services.
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Governance (Contd.)

In the summer of 2022, Brian Corrigan stood down as Chairperson and Kelly Ferns assumed the role
of Chair, with Heather Thomson being nominated as Vice Chair from the previous role of Secretary
and Eileen Tamburini nominated as the new Secretary.

The Board invest their own time, committing their skills, experience, and knowledge to ensure that the
governance of Cloch is robust and there is a clear strategic direction for the organisation. This
support is given in a voluntary capacity and working on behalf of the members, they ensure that Cloch
is well managed and controlled and delivering the necessary outputs required in compliance with
legislative and regulatory standards. The tenants, membership and staff team of Cloch are fortunate
to be governed by such a strong and dedicated team.

Looking ahead

As a Staff Team and Board, we are looking forward to seeing the benefits of delivering the priorities
within our new Business Plan, in particular the on boarding of our new reactive and void contractors
over the summer months and the expansion of our Cloch+ project to help and support our customers
and communities within Inverclyde. We will also be carrying out a satisfaction survey and our newly
formed Customer Involvement Team are planning various events to help supplement this information
to gain insight into what is important for customers to help shape the future services.

Board and Executive Officers
The members of the Board and the Executive officers are listed on page 1.

Each member of the Board holds one fully paid share of £1 in the Association. The Executive Officers
hold no interest in the Association’s share capital and, although not having the legal status of directors,
they act as executives within the authority delegated by the Board.

The members of the Board are also trustees of the charity. Members of the Board are appointed by the
members at the Association’s Annual General Meeting.

Statement of Board’s Responsibilities

The Co-operative and Community Benefit Societies Act 2014 requires the Board to prepare financial
statements for each financial year that give a true and fair view of the state of affairs of the Association
and of the surplus or deficit of the Association for that period. In preparing those 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;

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

e prepare the financial statements on a going concern basis unless it is inappropriate to presume
that the Association will continue in business; and

e prepare a statement on internal financial control.
The Board is responsible for keeping proper accounting records which disclose with reasonable

accuracy at any time the financial position of the Association and to enable them to ensure that the
financial statements comply with the Co-operative and Community Benefit Societies Act 2014, the
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Statement of Board’s Responsibilities (Contd.)

Housing (Scotland) Act 2010 and the Determination of Accounting Requirements 2019. It is also
responsible for safeguarding the assets of the Association and hence for taking reasonable steps for
the prevention and detection of fraud and other irregularities. It is also responsible for ensuring the
Association’s suppliers are paid promptly.

Going Concern

Based on its budgetary and forecasting processes the Board has a reasonable expectation that the
Association has adequate resources to continue in operational existence for the foreseeable future
therefore, it continues to adopt the going concern basis of accounting in preparing the annual financial
statements.

Statement on Internal Financial Control

The Board acknowledges its ultimate responsibility for ensuring that the Association has in place a
system of controls that is appropriate for the business environment in which it operates. These controls
are designed to give reasonable assurance with respect to:

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

It is the Board's responsibility to establish and maintain systems of internal financial control. Such
systems can only provide reasonable and not absolute assurance against material financial
misstatement or loss. Key elements of the Association’s systems include ensuring that:

e 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 monitoring of controls
and restrict the unauthorised use of Association’s assets;

e experienced and suitably qualified staff take responsibility for important business functions and
annual appraisal procedures have been established to maintain standards of performance;

o forecasts and budgets are prepared which allow the management team and the Board to
monitor key business risks, financial objectives and the progress being made towards achieving
the financial plans set for the year and for the medium term;

» quarterly financial management reports are prepared promptly, providing relevant, reliable and
up to date financial and other information, with significant variances from budget being
investigated as appropriate;

e regulatory returns are prepared, authorised and submitted promptly to the relevant regulatory
bodies;

e all significant new initiatives, major commitments and investment projects are subject to formal
authorisation procedures, through the Board;

o the Board receives reports from management and from the external and internal auditors to
provide reasonable assurance that control procedures are in place and are being followed and
that a general review of the major risks facing the Association is undertaken;

o formal procedures have been established for instituting appropriate action to correct any
weaknesses identified through internal or external audit reports.

The Board has reviewed the effectiveness of the system of internal financial control in existence in the
Association for the year end 31 March 2023. No weaknesses were found in the internal financial controls
which resulted in material losses, contingencies or uncertainties which require disclosure in the financial
statements or in the auditor’s report on the financial statements.
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Disclosure of Information to the Auditor
The members of the Board at the date of approval of these financial statements have confirmed, as far

as they are aware, that there is no relevant information of which the auditors are unaware. They confirm
that they have taken all steps that they ought to have taken to make themselves aware of any relevant
audit information and to establish that it has been communicated to the auditors.

Auditor
A resolution to reappoint the Auditors, Alexander Sloan, Accountants and Business Advisers, will be -

proposed at the Annual General Meeting.

By order of the Board

Eileen Tamburrini
Secretary
22 August 2023



CLOCH HOUSING ASSOCIATION LIMITED

REPORT BY THE AUDITORS TO THE MEMBERS OF
CLOCH HOUSING ASSOCIATION LINMITED
ON CORPORATE SOVERNANCE MATTERS

In addition to our audit of the financial statements, we have reviewed your statement on pages 6 and 7
concerning the Association’s compliance with the information required by the Regulatory Standards in
respect of internal financial controls contained in the publication “Our Regulatory Framework” and
associated Regulatory Advice Notes which are issued by the Scottish Housing Regulator.

Basis of Opinion

We carried out our review having regard to the requirements to corporate governance matters within
Bulletin 2006/5 issued by the Financial Reporting Council. The Bulletin does not require us to review
the effectiveness of the Association’s procedures for ensuring compliance with the guidance notes, nor
to investigate the appropriateness of the reason given for non-compliance.

Opinion

In our opinion the Statement of Internal Financial Control on pages 6 and 7 has provided the disclosures
required by the relevant Regulatory Standards within the publication “Our Regulatory Framework” and
associated Regulatory Advice Notes issued by the Scottish Housing Regulator in respect of internal
financial controls and is consistent with the information which came to our attention as a result of our
audit work on the financial statements.

Through enquiry of certain members of the Board and Officers of the Association and examination of
relevant documents, we have satisfied ourselves that the Board's Statement on Internal Financial
Control appropriately reflects the Association’s compliance with the information required by the relevant
Regulatory Standards in respect of internal financial controls contained within the publication “Our
Regulatory Framework” and associated Regulatory Advice Notes issued by the Scottish Housing
Regulator in respect of internal financial controls.

ALEXANDER SLOAN ‘
Accountants and Business Advisers
Statutory Auditors \

GLASGOW
22 August 2023

der Slcan




CLOCH HOUSING ASSOCIATION LIMITED

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF CLOCH HOUSING
ASSOCIATION LIMITED FOR THE YEAR ENDED 31 MARCH 2023

Opinion

We have audited the financial statements of Cloch Housing Association Limited (the ‘Association’) for
the year ended 31 March 2023 which comprise the Statement of Comprehensive Income, Statement of
Financial Position, Statement of Cash Flows, Statement of Changes in Equity and related notes,
including a summary of significant accounting policies. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Accounting Standards, including
Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK and Republic
of Ireland” (United Kingdom Generally Accepted Accounting Practice).

In our opinion the financial statements:

¢ give a true and fair view of the state of the Association's affairs as at 31 March 2023 and of the
surplus for the year then ended;

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

¢ have been prepared in accordance with the requirements of the Co-operative and Community
Benefit Societies Act 2014, the Housing (Scotland) Act 2010 and the Determination of
Accounting Requirements 2019.

Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of
the Association in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the United Kingdom, including the Financial Reporting Council's Ethical Standard and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the Board's use of the going concern basis
of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to
events or conditions that, individually or collectively, may cast significant doubt on the Association's
ability to continue as a going concern for a period of at least twelve months from when the financial
statements are authorised for issue.

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

Other Information

The Board is responsible for the other information. The other information comprises the information
contained in the annual report, other than the financial statements and our auditor's report thereon. Our
opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF CLOCH HOUSING
ASSOCIATION LIMITED FOR THE YEAR ENDED 31 MARCH 2023 (continued)

Other Information (Contd.)

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If
we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there
is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

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 require us to report to you if, in our opinion:
e proper books of account have not been kept by the Association in accordance with the
requirements of the legislation;
e a satisfactory system of control over transactions has not been maintained by the Association
in accordance with the requirements of the legislation;
e the Statement of Comprehensive Income and Statement of Financial Position are not in
agreement with the books of account of the Association; or
e we have not received all the information and explanations we require for our audit.

Responsibilities of the Board

As explained more fully in the statement of Board’s responsibilities as set out on page 6, the Board is
responsible for the preparation of the financial statements and for being satisfied that they give true and
fair view, and for such internal control as the Board determines is necessary to enable the preparation
of the financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board is responsible for assessing the Association’s ability to
continue as a going concern , disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the Board either intend to liquidate the Association or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect
of irregularities, including fraud. The extent to which our procedures are capable of detecting
irregularities, including fraud is detailed below:

10






