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REPORT OF THE BOARD OF MANAGEMENT

The Board presents its report and the Group accounts for the year ended 31 March 2004.

PRINCIPAL ACTIVITY

The principal activity of the Group is to provide housing, management and support services to meet a range of
housing needs.

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

Financial and Operating Performance

Link Group Limited (“Link” or the “Association”) achieved a surplus for the year of £1.8M (2003 £1.2M).  This
increase in the surplus for the year was due to a significantly increased Gain on Disposal of Housing Properties,
(mainly relating to the disposal of shared supported accommodation properties) which were no longer required
in view of the continuing move toward support being provided for residents in self contained accommodation.

Both Turnover and Operating Costs increased by approximately 6% to £14m and £10.9m, respectively, resulting
in an increase in the Operating Surplus from £2.9m to £3.1m.  Included in Operating Costs is the expenditure on
Planned and Cyclical Maintenance and Major Repairs, which increased from £3m in 2003 to £3.2m in 2004.

The amount invested in Planned and Cyclical Maintenance and Major Repairs is derived from a 30-year
investment model designed to ensure all Link’s properties are maintained to a specific standard, thereby
continuing to extend the useful life of the properties.  The investment model takes account of the life cycles of
individual components and generates an annual spend profile across all of Link’s stock. In any year, as a result
of timing differences, Link may spend more or less than the required investment. This creates a transfer to or
from the Designated Reserve for Future Maintenance to ensure that the funds are available to carry out the
necessary works. In 2003 Link transferred £1.2m to the Designated Reserve and in 2004 a further £0.6m was
transferred.

Link’s overall retained surplus for the year increased from £7,000 in 2003 to £1.2m in 2004. This is principally
as a result of rent increases applied in April 2003 and from a range of savings against budgets which together
amount to a £0.6m improvement on the 2003 comparative results. Link also achieved an increase of £0.5m in
the Gain on Disposal of Housing Properties in 2004.  Despite the Planned Maintenance investment in its stock
Link is required by the Statement of Recommended Practice to depreciate its Housing Properties and the
Retained Surpluses are calculated after providing for Depreciation of £1.1m in 2004 and £1.2m in 2003.

In the 2003 accounts the impact of demolishing 30 properties was reflected in the Income and Expenditure
Account and significantly affected the overall financial position.  Link is continuing with its case for
recompense against the original contractors and consultants and although it considers the case to be strong, in
accordance with the prudence principle of accounting no recoverable amount is included in the 2004 accounts.

Link has a strong balance sheet, which places it in a favourable position to invest in its housing stock. Over the
next few years Link will invest approximately £12m in the re-development of housing properties as part of a
major regeneration programme.

At 31 March 2004 Link’s total reserves amounted to £28.1m, an increase of £1.4m from 2003.  In addition to
providing funds for re-development these reserves are required to support the planned maintenance investment
programme and provide a hedge against risk.  Included in the £28.1m of total reserves, the Designated Reserve
for Future Maintenance amounted to £16m (2003 £15.3m).

During the year Link invested £9.5m in new properties for rent and sale on a shared ownership basis across the
central belt of Scotland.  This expenditure was partly financed by Housing Association Grant of £4.9m with the
balance funded by loans drawn under the £50m syndicated loan facility.

Link has a continuing, substantial investment programme.  In addition to the £12m earmarked for re-
development and an average annual spend of £3.5m on planned maintenance, Link will build and refurbish 776
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REPORT OF THE BOARD OF MANAGEMENT (Continued)

properties over the 5 year business plan period 2004/05 to 2008/09. Included in the 776 properties is the
refurbishment of 130 properties in Craigmillar, Edinburgh, which were transferred from the City of Edinburgh
Council following a successful ballot of tenants. The planned re-development, new build and refurbishment
requires a capital investment of £40m, funded by a mix of grants and loans and from internal resources.

The consolidated results of the group reflect the results of the subsidiary companies and the total retained
surplus of the group amounted to £1.5m (2003 £23,000).  The positive contribution by the subsidiaries is
welcomed by the Board.

Group Structure

Lin k Gr o up  Ltd is  th e par en t co m pany  to  eig h t su b sidiar ies .  Th e res ults  of  the su bs idiar ies  are in clud ed in  th es e
accou nts  and  reflected  in  the Co ns olidated I ncom e and  Ex pend itu re acco un t and  Co ns olidated Balan ce Sh eet.  Th e
p ur po se an d con stitu tion  of  the su bs idiar ies  is d ealt w ith  in  a n ote to the acco un ts .

Each member of the group is a wholly owned subsidiary of Link Group Ltd. The Board and Committee
Members of subsidiary companies are appointed by Link Group Ltd on the recommendation of the subsidiary
company’s Board or Committee.  The Chairperson of each is a member of the Link Group Ltd Board and some
Group Board members are also members of the Boards or Committees of the subsidiary companies, although in
no case does the majority membership on these Boards/Committees consist of Link Group Ltd Board Members.

Each subsidiary has entered into an Independence Agreement with Link Group Ltd.  This document preserves
the independence of the subsidiaries and sets out the respective responsibilities of the subsidiary and the parent.
The Independence Agreement confirms the process and procedures each party will conform to and the basis
upon which services will be provided between parties.

Board and Directors

The Board consists of up to 15 members elected at the Annual General Meeting.  Board members serve on
various committees (as described in the Statement of Corporate Governance) set up to manage the Association.
Current membership of the Board is set out on page 1.  Board membership at March 2004 stood at thirteen
members.  Each Board Member holds one fully paid share of £1 in the Association.  The Directors of the
Association (who are staff members) have no beneficial interest in the Association’s share capital and they act
within the authority delegated by the Board of Management.

Employee Involvement

Link group had a staff of 310 (Link Group Ltd 51 staff), at March 31st 2004 most of whom are full time and
based at offices in Edinburgh, Falkirk, Paisley, Cumbernauld and Kirkcaldy. The Training and Development
Plan ensures a high level of continuous training for staff ensuring they have the skills to carry out their jobs in a
changing environment.

Auditors

On 1 July 2004, the Grant Thornton partnership transferred its business to a limited liability partnership, Grant
Thornton UK LLP. The Board of Management consented to extend the audit appointment to Grant Thornton UK
LLP from 1 July 2004.

A resolution to re-appoint Grant Thornton UK LLP as Auditors of the association will be proposed at the
Annual General Meeting to be held on 24 August 2004.

BY ORDER OF THE BOARD

J N Hall, FCCA
Secretary
3 August 2004
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BOA RD  S TATEM ENT O N I NTER N AL FIN A NC IA L C ON TR O LS 

Internal Financial Control

The Board is responsible for establishing and maintaining the Group’s system of internal financial controls.
Internal control systems are designed to meet the particular needs of the Group and the risks to which it is
exposed, and by their nature can provide reasonable but not absolute assurance against material misstatement or
loss.  The key procedures which the Board has established with a view to providing effective internal financial
control are as follows:-

Management Structure

The Group, for which the Board has overall responsibility, is governed by a set of Standing Orders, which
reserves specific powers to the Board and delegates functions and powers to its Sub-Committees.

Procedures Manuals

Responsibility levels are set out for the Group in detailed procedures manuals.  These procedures manuals and
the Central Policy File communicate the general ethos of the Group, delegation of authority and authorisation
levels, segregation of duties and other control procedures together with accounting policies and procedures.  The
manuals are updated regularly.

Quality and Integrity of Personnel

The integrity and competence of personnel is ensured and maintained through high recruitment standards and
subsequent training courses.  High quality personnel are seen as an essential part of the control environment and
the ethical standards expected are embodied within the ethos of the Group and in the Staff Code of Conduct.

Identification of Business Risks

The Board is responsible for identifying the major business risks faced by the Group and for determining the
appropriate course of action to manage those risks.  Major business risks and their financial implications are
assessed by reference to established criteria.

The financial implications of major business risks are controlled by means of delegated authorities which
reserve significant matters to the Board for decision, segregation of duties in appropriate areas and physical
controls over assets and access to records.

Management Information Systems

Management information systems have been developed to provide accurate and timeous data on all aspects of
the business.  Management accounts comparing actual results against budget are presented to the Board monthly
together with a balance sheet and performance against key financial indicators.  Reports accompanying the
accounts also provide information on Link’s borrowing, investment and recoverability of debts due to the
Association.

Internal Control Systems

The Board monitors the operation of the internal financial control system by considering regular reports from
management and the external auditors and ensures appropriate corrective action is taken to address any reported
weaknesses.
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BOA RD  S TATEM ENT O N I NTER N AL FIN A NC IA L C ON TR O LS  ( C on tinu ed) 

Internal Audit

Internal Audit services are provided by a firm of experienced chartered accountants.  The audit workplan is
generated from a detailed Audit Needs Assessment which is based upon a systematic risk assessment of Link’s
operations and activities.  The Internal Auditors report to the Chief Executive and to the Audit Committee.

Risk and Compliance

Link has a full-time Risk and Compliance Manager whose principal functions are management of risk and to
undertake a programme of compliance reviews.  These reviews complement, but are in addition to, the work
carried out by the Internal Auditors.

Project Risk Assessment Committee

The Project Risk Assessment Committee has three members and its role is to oversee a detailed risk assessment
of Development projects and advise the Board of the risks (short, medium and long-term) associated with
proposed projects.

Audit Committee

The Audit Committee has five members and monitors the controls which are in force and any perceived gaps in
the control environment. This is achieved through reports to the Committee from the Internal Auditors and the
Risk and Compliance Manager. The Audit Committee also considers and determines relevant action in respect
of any control issues raised by the internal or external auditors.

Investment Appraisal

Capital expenditure is regulated by a budgetary process and authorisation levels.  For expenditure beyond
specified levels, detailed proposals have to be submitted to the Board.  Reviews are carried out during the
development period to monitor expenditure and performance.

Remuneration Committee

The Remuneration Committee has four members and monitors, and sets the salaries of, the Chief Executive and
the Directors.

Statement

The Board has reviewed the effectiveness of the system of internal financial controls which has been operating
during the year and beyond. No weaknesses have been found which resulted in material losses, contingencies or
uncertainties that require disclosure.
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STATEMENT OF RESPO NS IBI LITIES O F THE BO ARD  O F M ANA GEMEN T I N RES PEC T OF THE
GR OU P A CCO UN TS

Leg is latio n r eq uires  the Bo ar d o f Man ag em en t to p repare gr ou p  accou n ts  f o r each  finan cial y ear  w h ich giv e a tru e
and  f air  v iew  o f th e s tate of  af fair s  o f th e A ss o ciatio n  and  th e Gr o up  an d of  th e in com e an d  exp end itur e o f the
A ss ociatio n and  the Gr ou p  f or  th at p eriod .  In  p r ep ar in g  tho s e acco u nts, th e Bo ard  is  r eq uir ed  to :

- s elect s uitab le acco un tin g po licies and  then  app ly th em  co ns isten tly ;

- m ak e ju d gemen ts  and  es tim ates  th at ar e reas o nable and  p r ud en t;

- p repare th e accou nts  o n the g oin g co n cern  b asis u nles s it is  in ap pr o pr iate to  p r es um e that the G r ou p will 
con tinu e in b us in es s .

The Boar d is  resp on s ib le fo r en s ur in g  that arr an g em en ts  ar e m ad e fo r  k eep in g pr o per b oo ks  o f  acco un t with res pect
to th e G ro up 's tr an s actio ns  and  its ass ets and  liab ilities  an d fo r m aintain in g a s atisf acto r y sy s tem of  co ntr ol o ver  the
G ro up 's  bo ok s  o f accou nt an d tr ans actio ns .  Th e Board  is  als o  r es po n sible f or  en su rin g th at ar ran gements  are made
to safeg uard  th e as s ets o f th e G ro up  an d hen ce f o r takin g reaso nable s tep s fo r the p r ev en tio n an d  d etectio n o f fr au d 
and  o th er ir r eg ular ities .



LINK GROUP LIMITED

7

REPO RT OF TH E I NDEPENDENT AU DITORS  TO THE MEMBERS OF LI NK GR OUP LI MI TED 
A HO USI NG AS SOC IATIO N R EGI STERED U ND ER SEC TI ON 57 OF TH E H OU SIN G ( SC OTLAND )
AC T 200 1

W e have au dited  the finan cial s tatem ents of  Link  Gr ou p Lim ited, ( th e A ss o ciatio n ), an d th e con so lid ated  finan cial
s tatemen ts  o f  the A s so ciation  an d its  s ub sid iaries fo r the p eriod  en ded 3 1 March  2 00 4  w hich  co mp r is e th e inco me
and  exp end itu re acco un ts , the b alance s heets , cas h flow  statements and  n o tes 1 to 30 . These finan cial s tatem ents
h av e been pr epared u nd er  th e his to rical cos t con v en tion  an d o n th e b as is  of  the acco u ntin g p olicies  s et ou t therein .

This rep or t is made so lely to  th e as s ociatio n’ s m em bers , as a b od y. Ou r aud it w o rk  h as been  un der taken s o th at we
m ig ht s tate to th e ass ociatio n’ s  m em b er s th o se m atter s w e ar e r eq uir ed  to  s tate to  th em  in an au d itor s' repo r t an d f or 
n o other  p ur p os e.  To th e f ulles t ex ten t per mitted by  law, w e d o no t accept o r ass um e r es po n sibility to  an yo n e other 
than th e ass o ciatio n  and  th e as s ociatio n’ s m em ber s as  a bo dy , f or  o u r au d it w or k , fo r  this r ep or t, or  f o r th e o pinio ns 
w e have fo rm ed.

R es pect ive resp on sib ilit ies  o f t he Bo ard of  Ma na g emen t a nd  A u dito rs 

The Boar d of  Managem en t is resp o ns ib le fo r p repar in g th e Boar d of  Managem en t rep or t and  the finan cial
s tatemen ts  in  accor d an ce with  U n ited  King do m  law  an d accou nting  s tan dard s .

O ur  r es p on sib ility is to  au dit the f inancial s tatem en ts  in  acco rd an ce with relev an t leg al an d reg ulator y  r eq u ir em en ts
and  U nited  K ing do m aud iting  s tan dard s .

W e repo r t to  yo u ou r  o pin io n as  to  w h ether the f inancial s tatem en ts  give a tr ue an d f air view an d  are p r op er ly
p repared  in accor dan ce w ith  the In du s tr ial and  P r ov id en t S ocieties A cts 1 96 5 to  19 78 , the H o us in g  ( Scotlan d)  Act
2 00 1 an d  the Registered H ou sing  As so ciation s  ( Accou ntin g  Req u ir em en ts)  ( S co tlan d ) Or d er  1 99 9 . We also  r epo rt
to yo u if, in  o ur  o p in io n , th e Board  of  Man agemen t repo r t is  no t co n sistent w ith  the financial s tatem en ts, if  the
A ss ociatio n h as  n ot kept pr op er  acco u ntin g r ecor d s, if w e hav e no t r eceiv ed  all th e inf or matio n and  exp lan ation s
w e requ ire f o r ou r aud it, o r if  in fo r mation  sp ecified  b y  law  regard ing  Bo ar d mem ber’ s  r em un eratio n an d
trans actio ns  with  th e As s ociatio n is  no t dis clos ed.

W e read  other  inf or m atio n  con tained in th e Board  of  Man agemen t repo r t, an d co ns ider w heth er  it is  con sis tent with 
the aud ited f in an cial statements . We co ns id er th e imp licatio n s fo r o ur  r epo rt if  w e b ecom e aware of  any  ap par en t
m is statements  o r mater ial incon s is ten cies  w ith  th e finan cial statem ents. Ou r res po ns ibilities do  no t ex ten d to an y
o th er  in fo rm ation .

Bas is  o f  O pin io n

W e co nd u cted  ou r au d it in  accor d an ce with  U n ited  King do m  aud iting  s tan dar ds  iss u ed  b y  the A u ditin g Pr actices 
Board . A n au d it includ es  ex am in ation , o n a tes t b as is , o f ev idence r elev ant to the am ou nts and  d isclo su r es  in  the
f in an cial statements . It also  in clud es an  as sess m en t of  th e s ig nifican t estim ates an d  jud gem en ts  made b y  the Bo ar d
in th e p repar atio n o f th e f in an cial s tatemen ts , and  o f w heth er th e accou n ting  p o licies ar e app ro p riate to th e
A ss ociatio n’ s  cir cu m stan ces , co n sistently  ap plied  and  ad eq uately dis clos ed.

W e plan n ed  an d perf o rm ed  ou r au d it s o  as to  ob tain all the in fo rm ation  an d ex planatio ns  w hich we co ns id ered
n eces sar y in  or der to pr o vide u s  w ith  s uf ficient ev id en ce to  give r eas on able as s ur an ce th at th e f in an cial statements 
are f ree f ro m  m ater ial m iss tatem en ts , w heth er cau sed by  fr au d  o r oth er  ir regu lar ity o r er ro r . In  fo rm in g  o ur  op in io n 
w e also  ev alu ated  th e ov erall ad eq uacy of  th e pr esentation  o f  inf or m atio n  in th e f in ancial s tatem en ts .

O pinion 

In our opinion the financial statements give a true and fair view of the state of the Association’s affairs and that
of the Group as at 31 March 2004 and of the results of the Association and the Group for the year then ended
and have been properly prepared in accordance with the Industrial and Provident Societies Acts 1965 to 1978,
the Housing (Scotland) Act 2001 and the Registered Housing Associations (Accounting Requirements)
(Scotland) Order 1999.
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REPO RT OF TH E I NDEPENDENT AU DITORS  TO THE MEMBERS OF LI NK GR OUP LI MI TED 
A HO USI NG AS SOC IATIO N R EGI STERED U ND ER SEC TI ON 57 OF TH E H OU SIN G ( SC OTLAND )
AC T 200 1 ( co ntinued) 

Corporate Governance Matters

In addition to our audit of the financial statements, we have reviewed the Board’s statement on pages 4 to 5 on
the Association’s compliance with the guidance given in Raising Standards in Housing published by the Scottish
Federation of Housing Associations.

We carried out our review in accordance with guidance issued by the Auditing Practices Board. That guidance
does not require us to perform the additional work necessary to, and we do not, express any opinion on the
effectiveness of the Association’s system of internal financial control or its corporate governance procedures.

Opinion

With respect of the Board’s statement on internal financial control on pages 4 to 5, in our opinion the Board has
provided the disclosures required by Raising Standards in Housing and such statements are not inconsistent with
the information of which we are aware from our audit work on the financial statements.

GRANT THORNTON UK LLP
REGISTERED AUDITORS
CHARTERED ACCOUNTANTS

EDINBURGH

3 August 2004
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CO NS OLI DATED  IN COM E AND  EX PENDI TUR E ACC OUN T FOR  TH E YEA R END ED
31  M ARC H 2 00 4

Notes 2004 2003
£’000 £’000 £’000

Turnover 3a 17,975 17,651

Less:
Operating Costs 3a (14,424) (13,234)
Cost of Sales 3a (309) (1,462)

(14,733) (14,696)
Operating Surplus 3a 3,242 2,955

Interest receivable 3a 376 369
Interest payable 3a & 7 (2,227) (2,236)

Gain on Disposal of Housing Properties 3a 707 89

Surplus for the year before taxation 3a 2,098 1,177

Corporation Tax 11 (3) -

Surplus for the year after taxation 2,095 1,177

Transfers to designated reserves 21a (618) (1,154)

Retained surplus for the financial year 1,477 23

Revenue reserve brought forward 4,552 4,529

Revenue reserve carried forward 6,029 4,552

There are no other recognised surpluses or deficits other than those included in the above Income and
Expenditure Account.  The results for the year relate wholly to continuing activities.

The notes on pages 15 to 39 form part of these accounts.
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LI NK  GR OUP LIMI TED  I NCO ME AN D EXPEND ITU RE AC COU NT FO R THE YEAR END ED 
31  M ARC H 2 00 4

Notes 2004 2003
£’000 £’000

Turnover 3b 13,973 13,249

Less: Operating Costs 3b (10,920) (10,302)

Operating Surplus 3b 3,053 2,947

Interest receivable 3b 370 361
Interest payable 3b & 7 (2,227) (2,236)
Gain /(Loss) on Disposal of Housing
Properties 3b 634 89

Surplus for the year 1,830 1,161

Transfers to designated reserves 21a (618) (1,154)

Retained surplus for the financial year 1,212 7

Revenue reserve brought forward 4,552 4,545

Revenue reserve carried forward 5,764 4,552

There are no other recognised surpluses or deficits other than those included in the above Income and
Expenditure Account.  The results for the year relate wholly to continuing activities.

The notes on pages 15 to 39 form part of these accounts.
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CO NS OLI DATED  BA LAN CE SH EET A S A T 3 1 MAR CH 20 04

Notes
2004

£’000
2003

£’000

Tangible Fixed Assets
Housing Properties - Depreciated Cost 13a 207,306 202,539
Less: Social Housing Grants 13a (147,890) (145,159)

Other Public Grants 13a (2,299) (2,115)
57,117 55,265

Other Fixed Assets 14a 1,554 1,501
Investments 15 - -

58,671 56,766

Current Assets
Work in Progress 16 914 157
Debtors 17 3,026 2,822
Cash at bank and in hand 10,409 12,364

14,349 15,343

Creditors: amounts falling due within one year 18 (4,608) (5,390)

Net Current Assets 9,741 9,953

Total Assets Less Current Liabilities 68,412 66,719

Creditors: amounts falling due after more than one year 19 (40,000) (40,000)

Net Assets 28,412 26,719

Capital and Reserves
Share Capital 20 - -
Designated Reserves 21a 15,960 15,342
Negative Goodwill 22 6,423 6,825
Revenue Reserve 6,029 4,552

28,412 26,719

Approved by the Board of Management on 3 August 2004 and signed on its behalf by:-

D J A Sievewright, Chairman

P Stephen-Samuels, Vice-Chairman

J N Hall, Secretary

The notes on pages 15 to 39 form part of these accounts.
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LI NK  GR OUP LIMI TED  BALA NCE S HEET A S AT 31 MA RCH  20 04 

Notes
2004

£’000
2003

£’000

Tangible Fixed Assets
Housing Properties - Depreciated Cost 13b 207,306 202,578
Less: Social Housing Grants 13b (147,890) (145,159)

Other Public Grants 13b (2,299) (2,115)
57,117 55,304

Other Fixed Assets 14b 1,554 1,501
Investments 15 100 100

58,771 56,905

Current Assets
Debtors 17 3,393 2,856
Cash at bank and in hand 9,684 11,428

13,077 14,284

Creditors: amounts falling due within one year 18 (3,701) (4,470)

Net Current Assets 9,376 9,814

Total Assets Less Current Liabilities 68,147 66,719

Creditors: amounts falling due after more than one year 19 (40,000) (40,000)

Net Assets 28,147 26,719

Capital and Reserves
Share Capital 20 - -
Designated Reserves 21a 15,960 15,342
Negative Goodwill 22 6,423 6,825
Revenue Reserve 5,764 4,552

28,147 26,719

Approved by the Board of Management 3 August 2004 and signed on its behalf by:-

D J A Sievewright, Chairman

P Stephen-Samuels, Vice-Chairman

J N Hall, Secretary

The notes on pages 15 to 39 form part of these accounts
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CO NS OLI DATED  CA SH FLOW STA TEMEN T FOR  TH E Y EA R ENDED 31 MAR CH  20 04

Notes 2004 2003
£’000 £’000

Net cash inflow from operating activities 26 3,917 3,354

Returns on investments and servicing of finance 27a (1,869) (1,900)

Taxation (5) -

Capital expenditure 27b (3,998) (1,150)

Transfer of engagements 27c - -

Cash inflow before use of liquid resources and financing (1,955) 304

Management of Liquid Resources (1,000) (5,000)

Financing 27d - 4,966

(Decrease) / Increase in cash (2,955) 270
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LI NK  GR OUP LIMI TED  C ASH  FLOW STATEMENT FOR  THE YEA R END ED 31  MA RCH  2 004 

Notes 2004 2003
£’000 £’000

Net cash inflow from operating activities 26 4,165 4,017

Returns on investments and servicing of finance 27a (1,876) (1,909)

Taxation - -

Capital expenditure 27b (4,033) (1,150)

Transfer of engagements 27c - -

Cash inflow before use of liquid resources and financing (1,744) 958

Management of liquid resources (1,000) (5,000)

Financing 27d - 5,000

(Decrease) / Increase in cash (2,744) 958
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NO TES TO THE GR OUP A CCO UNTS FOR  TH E YEA R END ED 31 MA RCH  20 04 

1 . A CC OU NTI NG  PO LI CI ES 

( a) I nt ro du ction  an d accou nt ing  b as is

Lin k Gr o up  Limited is in cor po rated  u n der th e I nd u strial an d P ro viden t So cieties  Acts  an d is  a ho u sing 
ass ociatio n r eg is ter ed  w ith  Com m un ities  S co tland  un der the H o us in g ( Scotlan d)  A ct 20 0 1.

The acco un ts  ar e pr epared  u nd er  th e h is to rical co st con v en tio n, in accor d an ce w ith  ap plicab le accou ntin g 
s tand ar d s an d  com ply  w ith  the Registered Ho u sing  As so ciation s  ( Acco u ntin g  Req uir em en ts)  ( Sco tlan d ) Or der 
1 99 9 an d  the Statem ent o f  Recom m en ded  P ractice ( S ORP) : A ccou n ting  b y  Reg ister ed  Ho us ing  A ss o ciation s.

( b) Bas is  o f  C on s olid at ion 

The g ro u p fin an cial statements con so lid ate tho se of  Lin k  G ro u p Limited  an d of  its su b sidiar y  u nd ertak in g s
d rawn  u p  to 3 1 March  2 00 4 .  P ro f its o r lo ss es on  in tr a- g ro up  tr an saction  ar e eliminated  in f ull.

(c) I nv es tment s

I nv es tm ents are includ ed  at cos t les s  p ro vis io n f or  any  perm anent d iminu tio n in  valu e. Th e Board  is  o f the
o pinion  th at th is  d o es  n o t diff er mater ially  f ro m  the m ark et valu e.

( d) Tan gible Fix ed As set s - h ou sing  la nd  an d bu ild in g s

H ou sing  pr op erties are s tated  at cos t. Ex pen ditu r e on  s chemes  w hich  ar e s ub sequ ently  ab or ted  is w ritten  of f in
the y ear  in w hich  it is r ecog nis ed  th at the schem es  w ill n ot be d ev elo ped  to co m pletion .

S hared o wn er s hip pr o perties  are in clu ded in  ho us ing  lan d  and  bu ildin gs  an d th e p ro ceeds  o f s ale o f th e initial
tranches  s old  are cr ed ited ag ain st th e carr y in g amo un t in res pect o f  s har ed  o wn ers hip  p ro jects .  Su bs eq u en t
tranche sales  are acco un ted  f or  as  d isp os als  thr o ug h th e I nco me and  Ex pen ditu re Acco u nt.

( e) G ra nt s

Cap ital Gr an ts

H ou sing  As so ciation  Gr an t ( HA G)  is  p aid  b y Com mu n ities S co tland  to Reg is ter ed  S o cial Land lo r ds  an d is 
u tilised  to r ed uce the capital cos ts  of  an app ro v ed  s ch eme to  an am o un t o f requ ired loan fin an ce wh ich it is 
estim ated can  b e ser viced  b y th e n et an nu al in co m e of  th e sch em e.  The am ou nt o f  H AG  is  calculated on 
q ualify ing  co sts of  th e s ch em e in accor dance w ith  ins tr u ctio n s is su ed fr o m time to  time b y Com mu n ities
S co tlan d .  HA G is  r epayab le u nd er cer tain  circum s tances , p rim ar ily f ollo w in g sale of  pr op er ty, b u t will
n or mally  b e r es tr icted  to  n et p r oceed s of  s ale.

O th er  capital g rants  are sh ow n, as  is  H AG , o n th e f ace o f th e b alan ce sh eet as th e cu mu lativ e g ro ss  am ou n t
r eceived  and  as  a d edu ction  f ro m  the fixed ass ets  to wh ich  th ey  r elate.

Reven ue Gr an ts

G rants r eceiv ed  f or  develop ment fo r s ale pr o jects  are cr ed ited ag ain st s tocks  o r  w or k  in pr o gr es s  and  th er ef o re
cos t of  sales  is stated n et o f g rants  r eceiv ed . O th er  r evenu e g rants  are cr ed ited to  th e In com e and  Exp end itu re
A ccou nt in  th e perio d wh en th e cos ts  to  w hich th ey relate ar e incur r ed .

( f) M ortg ag es

Mor tg ag e loan s ar e adv an ced  b y b an ks  un der the term s of  lo an  facility ag r eements  in res pect of  the
A ss ociatio n’ s  h ou sin g pr o perties .
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NO TES TO THE GR OUP A CCO UNTS FOR  TH E YEA R END ED 31 MA RCH  20 04  (cont in ued )

1 . A CC OU NTI NG  PO LI CI ES  (con t in ued) 

( g)  D ep recia tion 

H ou sing  la nd  an d bu ild in g s

D ep reciation  is  p ro v id ed  on  all of  th e Gr ou p’ s p ro per ties  an d has  b een calcu lated  o n  a s tr aigh t lin e b as is  ov er 
the exp ected  us ef ul life of  the pr op erties, wh ich  the A s so ciation  h as as s es sed as an  av er ag e o f 5 0 year s . Th e
amo un t to be depr eciated  is  the histo rical cos t o f co ns tru ction  o r acq uis itio n, net o f an y g rants  and  n et of  th e
r es id ual v alu e, w hich is  deem ed  to  b e the h istor ical co s t of  th e lan d, n et of  attr ib u table g rants .

 O th er  f ixed a ss ets

Exp en ditur e incur red  o n the G ro u p's o ff ices  is  w r itten o ff  o v er  5 0 y ears . I mp ro v em en ts to  o f fices  leas ed  b y  the
A ss ociatio n are cap italis ed  and  depr eciated  ov er  th e ter m of  leas e. Fu rn itu re, f ittin gs  and  eq uip ment ar e
d ep reciated at 15 % p er  an nu m on  co st. Motor  vehicles ar e d ep r eciated  at 2 5% p er  an nu m  o f net b oo k  v alue.
Com pu ter  equ ipm en t is dep reciated at 33 .3 % p er  an nu m on  co st.

(h) Work In  Prog res s

Cos ts  in cu rr ed on  co ns tr u ctio n o f pr o perty f or  s ale are in clu ded at co st with in  wo rk  in  p ro g ress . I nter est o n 
r elated  lo an s  is als o in clu ded in wo r k in  p r og res s, w her e ap p licable.

( i)  D es ig na t ed  R eserves

Futur e Maintena nce Res er ve

The r es erv e exists to fu n d fu tu r e plann ed  an d cy clical m aintenance and  m ajo r rep airs  to  the Gr ou p 's  h ou s in g
s to ck , the co st o f w hich  will n o t be fu nd ed  by  g r an t.  The G r ou p has  a p o licy  o f  m ain tain in g  its  ho us in g  s to ck
to a hig h stand ar d and  th e tr an s fer to th e r es er v e has b een d eter min ed  in  accor d an ce with  a co mp r eh en siv e
p lann ed  main ten an ce pr og r am me.  Actu al co sts  incu rr ed  ar e ch arg ed  in  the In co me an d Exp en ditur e A ccou nt.
Trans fer s fr o m th e r es er v e to  th e In com e an d  Exp end itur e A cco un t ar e m ad e to co v er  th e an nu al ex p en ditu r e
incur red .

D is po sa l Pro ceeds  Fu nd 

The D is p os al Pr oceed s Fu n d is  m ade u p  o f th e n et pr oceed s fr o m Tenan t Ow n er sh ip  Pu rch as e Sch em e
( TO PS ) s ales  an d ex p en ditur e on  replacement pr op erties. Th e n et p ro ceeds  ar e def in ed  as  b ein g th e s ales 
p ro ceed s  r eceiv ed  f r om  th e tenan t les s th e attrib utab le lo an  debt, tog eth er  w ith  the TO PS  G r an t r eceived  f ro m 
Com mu nities S co tlan d .

( j)  N eg at iv e G oo d will

N eg ativ e g oo d will ar is in g  o n an y  tran sf er  o f  eng agements  r ep r es en ts  th e exces s o f th e f air v alue of  ass ets  an d
liabilities acq uired  o ver  the co ns id eration  paid .

I n acco r dance w ith the S O RP  and  FRS 1 0, the negativ e go o dw ill is am o rtis ed to  th e In com e an d  Exp end itur e
accou nt ov er  20  y ear s fr o m th e d ate o f acqu isitio n.
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NO TES TO THE GR OUP A CCO UNTS FOR  TH E YEA R END ED 31 MA RCH  20 04  (cont in ued )

1 . A CC OU NTI NG  PO LI CI ES  (con t in ued) 

( k) A pp ortio nmen t  o f Ma n ag ement  Exp ens es 

D ir ect emp lo y ee, ad m in is tration  an d o peratin g co s ts  h av e b een  app or tio ned  to th e r elevant o p er atio nal
f un ctio n s un d er taken  b y the G ro u p, p r im ar ily  o n the b as is of  co sts o f th e s taff  en gag ed  in the o p er atio n s dealt
w ith in  th es e accou n ts  an d ad ditio nally  b y r ef er ence to  th e cos ts  o f  the ov er head ex p en ditu r e co n su med.

( l) Pen sion  Co st s 

The A ss o ciation  p articipates in tw o  p en sio n sch em es , a d ef ined ben ef its  b en ef it sch em e an d  a g r ou p per so nal
p en sion  schem e.  Th e A ss o ciatio n 's  co ntribu tio ns  fo r 20 0 3/20 0 4 un der  the schemes  h av e b een f ully  ch ar ged  to
the I nco me an d Ex pen ditu r e Acco u nt.

D ef in ed  Co ntr ib utio n  S ch emes

The p en s io n cos ts  ch ar ged  to th e I nco me and  Ex pen ditu re Acco u nt r ep r es en t the am ou nt of  the co ntr ib utio n s
p ay ab le to  th e schem e in  resp ect o f the acco un tin g perio d.

D ef in ed  Benef it S ch eme

The p en s io n cos ts  ch ar ged  to th e I nco me and  Ex pen ditu re Acco u nt are based  o n actuarial meth o ds  an d
ass um ption s d es ig ned  to s pr ead the an ticipated  p ens io n cos ts  ov er  th e ser vice lives o f th e emp lo y ees in  th e
s ch em e, so  as  to en s ur e that th e r eg u lar pen sion  co st r epr es ents a s ub stantially  lev el percentag e o f th e cur r en t
and  exp ected  fu tu re pens ion ab le payr o ll.

( m) V AT

The G ro u p has  G ro up  regis tr atio n  f or  VA T pu r po ses .  A larg e p ro po rtion  o f  the G r ou p's  incom e, ren ts , is 
exemp t f or  V A T pu rp o ses and  ther ef or e g iv es  rise to  a p artial exemp tio n calcu latio n.  For  2 0 03 /2 0 04 , on ly a
s mall p r op or tio n of  VA T p aid was  r eco verable.  Ex pend itu re is  theref or e s ho wn  in clus ive o f V AT an d an y
inp ut V A T recov er ed  is  in clud ed  in  o ther in com e.

( n)  Lea se O b liga t io ns 

Ren tals  paid  un der o peratin g leases are char ged to th e I ncom e and  Ex pend itu re Acco un t o n a s tr aig ht line
b as is  o v er  th e leas e ter m .

2 . TUR NO VER 

 Tur no ver , wh ich  is s tated  n et o f  v alu e ad ded  tax , r ep res en ts  in co me receivable f ro m letting s  and  pr op er ty
m an ag em ent, r ev en ue gr an ts, f ees  f ro m  m an ag ed as s ociatio ns  an d other  inco me. I n resp ect o f  the
Con so lid ated  In co me an d Exp en ditur e A ccou nt, tur n ov er  also  in clud es  in co m e fr om  pr ov iding  s u pp or t and 
p er so nal car e s er vices , h ou sing  fo r s ale pr o jects  and  p r op er ty manag em en t and  f actor ing  inco me.


