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KINGDOM INITIATIVES LIMITED
YEAR ENDED 31 MARCH 2026 REGISTRATION NO:SC383963

STRATEGIC REPORT
The Board of Kingdom Initiatives Limited, (KI), submit their report together with the audited financial
statements for the year to 31 March 2026.

Status, Objectives and Strategy

Kl is a non-charitable, wholly owned subsidiary trading company of Kingdom Housing Association
Limited (KHA). The KHA Group of companies comprises KHA, Kingdom Support and Care CIC (KSC) and
KI. Kl also owns 49% (2025:51%) of a joint venture limited liability partnership (LLP), Grange St Andrews
LLP (Registration number: SO307391). The role of Kl is to carry out activities that complement the KHA
Group of companies’ objectives and which KHA cannot undertake by virtue of its charitable status.

Kl has three main strategic aims:
- to manage and maintain its existing portfolio of owned and leased properties,
- to work with KHA to assist it in achieving its objectives, and
- to provide complementary services to other organisations.

Governance

The governing body of Kl is a Board of Directors, comprising eight members at the year end. The Board
meets quarterly and also participates in Kingdom Group’s annual strategy day. The minutes of KI
meetings and regular operational reports are presented to the KHA Board. Kl operates under agreed
KHA Group rules, policies and financial regulations. There is a KI Independence Agreement, however,
KHA exercises control over Kl by approving the business plan and budget and reviewing these on a
quarterly basis. Board members of Kl are also approved and can be removed by KHA.

Grange St Andrews LLP (The Grange) is jointly governed by representatives from the Kingdom Group and
St Andrews University (StAU).

Principal Activities

The main activity of Kl during 2025-26 was the management of Mid-Market Rented housing (MMR). As
at 31 March 2026, Kl owned 222 properties in its own right (2025: 222), of which 12 are leased to KHA
for lead tenancy purposes (2025: 12). KI manages 788 units (2025: 774) on behalf of others. Kl lets the
tenancies and is responsible for the management and maintenance of the properties in accordance with
lease agreements with the landlords.

2026 2025
Units Owned 222 222
Units Managed on behalf of KHA 667 653
Units Managed on behalf of Fife Council 121 121
Total Units owned or managed 1,010 996

No further units are planned to be built within the current business plan horizon and the focus remains
on management of MMR properties owned by third parties. It is anticipated that growth will come
through KHA'’s active development programme. The Grange LLP provides property management services
to StAU in respect of the build project in St Andrews. The units are rented to individuals, principally to
postgraduates, designated by StAU. The financial results of The Grange LLP are detailed in Note 7 to the
accounts.
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STRATEGIC REPORT (cont’d)

Review of the Year and Performance

During the year the Kingdom Group implemented a comprehensive reorganisation (Fit for the Future)
to ensure its companies were prepared for future challenges. The resulting revised arrangements
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were successfully adopted in early 2025-26 and business as usual was maintained.

The main KPI performance data for 2025-26 are as follows:

KPI Outturn Outturn

2025-26 2024-25
Turnover for year (£000s) £7,269 £6,792
Surplus for year before tax (£000s) £323 £244
Operating profit margin (%) 13% 12%
Interest cover (%) 191% 172%
Gearing (%) 106% 117%
Emergency repairs completed on time (%) 91% 92%
Non-emergency repairs completed on time (%) 85% 84%
Rent and service charges collected (%) 100% 100%
Voids (%) 0.81% 0.68%
Total time to relet (days) 24 30

The turnover for the year increased mainly due to the inflationary increase in rents. A further 29 units
were leased from KHA, offset by 15 units released to KHA for social rent. Kl supplied facilities
management services to The Grange amounting to £37k (2025: £25k). KI’s share of the reduction in
equity of The Grange was £13k (2025: surplus of £14k). The operating profit margin increased to 13%
(2025: 12%), resulting in an operating surplus for the year of £323k (2025: £244k) and a consequent
increase in interest cover. KI’s surplus for the year is subject to Corporation Tax, which is estimated to
be nil, as the Board has recommended the payment of Gift Aid of taxable profits to the parent company,
KHA, eliminating the tax charge for the year. The company’s non-financial KPls remain largely similar to
the prior year, but show significant progress in time to relet and an adverse increase in voids. The
company is not subject to traditional interest cover and gearing loan covenants from its private lenders,
however, the calculations are within acceptable parameters.

KI’'s Statement of Financial Position shows decreased net current liabilities, owing mainly to refinancing
of the £6 million loan from KHA which was due to be repaid on 1 March 2026. The Boards of KHA and Kl
entered into a new 5-year loan agreement. Kl has total reserves of £1.9 million (2025: £1.9 million) and
is appropriately supported by KHA, in accordance with KHA’s charitable objectives. As at 31 March 2026
KI had cash at bank of £1,183k (2025: £113k). Effective 1 August 2026 rents were increased by 4.8%,
enhancing Kl’s future financial position
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STRATEGIC REPORT (cont’d)

KI manages and monitors its operating performance using management information systems. The
primary systems are the production of long term business plans, annual budgets and quarterly
management accounts. In terms of medium and long term viability the Board approves a 30-year
business plan setting out its strategy and the financial projections associated with that strategy. The
regular review of management accounts ensures that the company is performing as expected and is
meeting its short term objectives.

In addition to the financial information the Board receives regular Key Performance Indicator (KPI)
reports which chart progress on a quarterly basis. These KPI reports also track non-financial indicators,
such as repairs satisfaction, gas safety certification, void days, time to re-let, stock numbers owned and
complaints management statistics.

The Board has recommended payment of Gift Aid amounting to the taxable profit for the year (2025:
£453k) to the parent company to eliminate corporation tax charges.

Treasury Management

KI follows the KHA Treasury Management Policy. KI has bank loans amounting to £9k (2025: £21k),
which are all SONIA linked loans. The weighted average cost of funds on those loans is 4.5% (2025: 5.4%)
and the loans are amortising until 2028.

KHA had provided a loan to KI amounting to £6 million, which was repayable by regular instalments of
interest, and a bullet repayment that was due on 1 March 2026. The KHA Board refinanced this debt
with a new 5-year loan agreement, which carries interest at 5% fixed, with the bullet repayment due on
1 March 2031. A further loan from KHA, of which the balance outstanding at year end was £7.0 million,
is repayable in regular instalments of principal and interest, the last of which falls to be repaid in 2049,
which carries interest at 4.5% fixed.
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STRATEGIC REPORT (cont’d)

Risk Management

REGISTRATION NO:SC383963

The Board have assessed the major risks to which the business is exposed and are satisfied that

appropriate systems are in place to mitigate any adverse impact. The Board believe the most significant

risks faced by Kl and the mitigating actions are as follows:

Significant Risks

Main mitigation controls

Economic environment and cost of
living crisis. High inflation, high
interest rates and customers
struggling financially to pay rents.

Monitoring of Bank of England base rate. Ensure above benchmark
funding. Continue to undertake robust financial viability
assessments. Budget efficiencies to restrict cost increases to less
than inflation. Improve Asset Management systems and
procurement to enhance value for money. Maximise external
financial support to customers, ensuring that they are on the
appropriate level. Maximise communications with customers to
identify other sources of funding.

Kl failing to sustain and grow income
base due to rent controls or slowing
of growth owing to capital funding
restrictions or cost of living crisis for
customers.

Quarterly management accounts to Board and monthly budget
variance reporting on KPls to management. Improved arrears
procedures in place. Income maximising strategy adopted. Direct
debit rent payments promoted.

Reduced ability to deliver on our
development programme ambition
due to increased costs of
development, reduced Government
funding and scale/type of projects.

All development projects assessed using updated viability tool. Focus
on large projects. Ensure all tender returns offer value for money.
Apply for above benchmark subsidy on a project by project basis.
Strategic planning with Local Authority partners. Treasury strategy in
place. Brixx modelling used for scenario planning.

Procurement challenges,
uncontrolled spend and ineffective
contract management, due to non-
compliance with statutory
procurement regulations leading to
loss of key services, fines, Housing
Regulator intervention and
reputational damage.

Procurement strategy and policy in place. Robust procurement
procedures and contract management processes in place that are
reviewed on an ongoing basis by the Procurement Working Group.
External framework agreements in place for high value contracts.
External audit of procurement processes showed a positive result.

Going Concern

KI showed significantly decreased net current liabilities at the year end, mainly owing to the loan of £6
million from KHA, which was due to be repaid on 1 March 2026, being refinanced with a further 5 year
loan from KHA. However, Kl still has net current liabilities. The KHA Board has agreed to provide
appropriate financial support to Kl for the foreseeable future. No concerns have been highlighted from
our assessment of the condition or demand for the properties owned by KI. For assurance about future
operations KHA Group again undertook stress testing to identify the potential impact of known issues in
2026-27 and beyond, using a 30-year planning horizon. Comparison was also made with similar entities
using information available. In addition, KI performed stress testing on future cash flow forecasts and
detailed sensitivity analysis of rental income levels and arrears based on the latest available data. As a
result, budget forecasts in the 5-year corporate plan were amended to reflect the likely consequences.
The work demonstrated that Kl, with appropriate support from KHA, was considered to be a going
concern for the foreseeable future.
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STRATEGIC REPORT (cont’d)

Staffing

The company does not employ staff directly. Kl utilises the services and personnel provided by its parent
company, which has appropriate policies in place in respect of employee communication and
consultation, as well as having appropriate policies in respect of disabled persons.

Creditor Payment Policy
Kl realises the importance of making prompt payment to its suppliers and has a policy to settle 95% of
the value of outstanding invoices on time.

Value Added Tax and Corporation Tax

The company is a member of the Kingdom Group of companies’ VAT Group and is registered with
HMRC on that basis. The VAT Group operates a partial exemption method with no special method
operating. As the majority of the VAT Group’s activities are exempt, recovery of input VAT is minimal.

Kl is subject to Corporation Tax at the prevailing rate for the year, which is 25%. Kl is a member of the
Kingdom Group for Corporation Tax purposes. The KI Board recommended payment of Gift Aid to
KHA of its entire taxable profit. Therefore, there is no corporation tax payable for the year.

In previous years, following the advice of the tax advisers, KHA offset its tax losses arising from debt
servicing costs against the taxable profit of KI. Following an HMRC tax enquiry, Kl received a
determination from HMRC challenging these offsets. Such offsets were used for the three years ended
31 March 2023. The tax advisers issued an appeal against the determination, which HMRC ultimately
rejected. The case will now be presented before a tax tribunal. Should the case be lost the amount
payable to HMRC as at 31 March 2026, including late payment interest, is estimated at £145k. KHA
lodged the amount of tax due with HMRC, without prejudice, in April 2026 to prevent further late
payment interest accruing. If the case is decided in favour of KHA Group, the amount would be
withdrawn. Further details are set out in Note 17 Contingent liabilities.

Future plans

KI’s current corporate plan extends to 2029, which sets out the key ambitions. KI’s focus of its financial
resources is on business development initiatives that are unable to be progressed within KHA. As
such, Kl focuses on delivering growth within the following key areas:

1. Continued growth in MMR activity through KHA’s development programme;
2. Creating public and private partnerships and joint ventures; and
3. Organically growing other income generating initiatives, utilising the Kingdom Group’s expertise

and infrastructure.

New opportunities will be sought under the above initiatives over the remaining 3-year period, with
individual projects assessed for viability and risk.
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STRATEGIC REPORT (cont’d)

Related Party Transactions
KI has a management agreement with KHA for the provision of governance, financial, accounting,
secretarial and administration services.

Kl supplies administrative and facilities management services to The Grange St Andrews LLP in
accordance with the agreement with StAU.

On behalf of the Board

Andrea Saunders, Chairperson

Date: 18 August 2026
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BOARD REPORT

Board and their interests

The Board members who served during the year and up to the date of signing of the financial
statements are set out on page 2. None of the Board members had any interests in the shares of Kl at
the year end. There were no indemnity provisions for the benefit of the directors of the company or the
directors of any group or associated company.

Loretta Mordi is a member of the KHA Board. Thomas Barclay is the Chief Executive of KHA and a
member of the Kingdom Support and Care CIC Board.

Dividends and Gift Aid
The Directors recommend that no dividend is paid for the year (2025: £Nil). The Directors recommend
that Gift Aid equivalent to KlI’s taxable profit, is paid to KHA in respect of the year.

Political and charitable donations
KI made no donations to any company outside the Kingdom Group during the year to 31 March 2026
(2025: £Nil).

Statement as to the disclosure of information to auditors

The Board members who were in office on the date of approval of these financial statements have
confirmed, as far as they are aware, that there is no relevant audit information of which the auditors are
unaware. The Board members have confirmed that they have taken all the steps that they ought to have
taken as a Board in order to make themselves aware of any relevant audit information and to establish
that it has been communicated to the auditor.

Auditors
A resolution for the reappointment of RSM UK Audit LLP as auditors will be proposed at the Annual
General Meeting.

On behalf of the Board

Andrea Saunders, Chairperson

Date: 18 August 2026
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STATEMENT OF THE BOARD’S RESPONSIBILITIES

The Board are responsible for preparing the Strategic Report, Board Report and the financial statements
in accordance with applicable law and regulation.

Company law requires the Board to prepare financial statements for each financial year. Under the law
the Board have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law).

Under company law the Board must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit and loss of the
company for that period.

In preparing those accounts the Board are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent; and

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

The Board are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. The Board are also responsible for safeguarding the assets of the company and
hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

10
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF KINGDOM INITIATIVES LIMITED

Opinion

We have audited the financial statements of Kingdom Initiatives Limited (the ‘company’) for the year
ended 31 March 2026 which comprise the statement of income and retained earnings, statement of
financial position, statement of cash flows and notes to the financial statements, including significant
accounting policies. The financial reporting framework that has been applied in their preparation is
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).

In our opinion, the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 March 2026 and of its profit for
the year then ended;

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

e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for 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
company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC'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 opinion.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors’ 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 company’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 directors with respect to going concern are described in
the relevant sections of this report.

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information
contained within the annual report. 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.

11
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF KINGDOM INITIATIVES LIMITED (Cont’d)

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
course of 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 this gives rise
to a material misstatement in the financial statements themselves. 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.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the board report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and the board report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified material misstatements in the strategic report and the board
report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006

requires us to report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or

e certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the board’s responsibilities statement set out on page 10, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’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 directors either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

12
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF KINGDOM INITIATIVES LIMITED (Cont’d)

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.

The extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities are instances of non-compliance with laws and regulations. The objectives of our audit are to
obtain sufficient appropriate audit evidence regarding compliance with laws and regulations that have a
direct effect on the determination of material amounts and disclosures in the financial statements, to
perform audit procedures to help identify instances of non-compliance with other laws and regulations
that may have a material effect on the financial statements, and to respond appropriately to identified or
suspected non-compliance with laws and regulations identified during the audit.

In relation to fraud, the objectives 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 misstatement due to fraud through designing and implementing appropriate
responses and to respond appropriately to fraud or suspected 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 conducted in accordance with the provisions of laws
and regulations and for the prevention and detection of fraud.

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud, the

audit engagement team:

e obtained an understanding of the nature of the industry and sector, including the legal and regulatory
frameworks that the company operates in and how the company is complying with the legal and
regulatory frameworks;

e inquired of management, and those charged with governance, about their own identification and
assessment of the risks of irregularities, including any known actual, suspected or alleged instances of
fraud;

e discussed matters about non-compliance with laws and regulations and how fraud might occur
including assessment of how and where the financial statements may be susceptible to fraud.

As a result of these procedures we consider the most significant laws and regulations that have a direct
impact on the financial statements are FRS 102 and the Companies Act (2006). We performed audit
procedures to detect non-compliances which may have a material impact on the financial statements
which included reviewing financial statement disclosures.

13



KINGDOM INITIATIVES LIMITED
YEAR ENDED 31 MARCH 2026 REGISTRATION NO:SC383963

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF KINGDOM INITIATIVES LIMITED (Cont’d)

The audit engagement team identified the risk of management override of controls 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 entries and other adjustments and
evaluating the business rationale in relation to significant, unusual transactions and transactions 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 Reporting Council’s website at: http://www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose.
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

Kelly Adams, CA MA(Hons) (Senior Statutory Auditor)

For and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants

Third Floor

2 Semple Street

Edinburgh

EH3 8BL

Date: 14/09/26

14
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KINGDOM INITIATIVES LIMITED
YEAR ENDED 31 MARCH 2026

STATEMENT OF INCOME AND RETAINED EARNINGS

Turnover
Less: Operating expenditure
Operating profit

Share of equity change from joint venture

Finance income
Finance charges

Profit on ordinary activities before taxation

Taxation on profit for the year

Total profit for the year

Retained earnings at 1 April
Profit for the year

Gift Aid payment

Retained earnings at 31 March

Notes

The notes on pages 18 to 30 form part of these financial statements.

15

2026
£000

7,269

(6,354)

915

(13)
14
(593)

323

323

2,023
323

(453)

1,893

2025
£000

6,792

(5,964)

828
14

(604)

244

44

288

2,228

288
(493)

2,023



KINGDOM INITIATIVES LIMITED
YEAR ENDED 31 MARCH 2026

STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH 2026

Notes 2026 2025
£000 £000
Tangible fixed assets
Housing properties - depreciated cost 6 25,492 25,825
Investment in joint venture 7 60 73
Current assets
Receivables 8 484 378
Cash and cash equivalents 1,183 113
1,667 491
Current liabilities
Payables: Amounts falling due within one year
9 3,473 8,062
Net current liabilities (1,806) (7,571)
Total assets less current liabilities 23,746 18,327
Payables: amounts falling due after more than one year
10 12,732 7,034
Deferred income - capital grants 13 9,121 9,270
Total net assets 1,893 2,023
Capital and reserves
Share capital 15 - -
Revenue reserve 1,893 2,023
1,893 2,023

These financial statements were approved by the Board of Kingdom Initiatives Limited and authorised for issue
on 18 August 2026 and are signed on its behalf by:

Andrea Saunders, Chairperson

The notes on pages 18 to 30 form part of these financial statements

16



KINGDOM INITIATIVES LIMITED
YEAR ENDED 31 MARCH 2026

STATEMENT OF CASH FLOWS

Net cash inflow from operating activities

Cash flow from investing activities
Payments to acquire tangible fixed assets
Interest received

Net cash used in investing activities

Cash flow from financing activities
Interest paid

Housing loans repaid

Gift Aid payment

Net cash used in financing activities

Net increase in cash
Cash at beginning of year
Cash at end of year

The notes on pages 18 to 30 form part of these financial statements

17

2026 2025
£000 £000
Note
14 2,485 1,472
(79) (49)
14 6
(65) (43)
(593) (604)
(304) (303)
(453) (493)
(1,350) (1,400)
1,070 29
113 84
1,183 113




KINGDOM INITIATIVES LIMITED
YEAR ENDED 31 MARCH 2026

NOTES TO THE FINANCIAL STATEMENTS

1. Legal status

Kingdom Initiatives Limited (Kl) is a private company limited by shares and incorporated under the Companies
Act 2006. Its registered office is detailed on page 2. Kl is a wholly owned subsidiary of Kingdom Housing
Association Limited (KHA).

2. Accounting policies

The following accounting policies are Kingdom Group policies applying to all member companies.
These statements are presented in Sterling and rounded to the nearest £1,000 except where indicated.
The principal accounting policies are set out in paragraphs a) to p) below.

a) Basis of preparation

These financial statements have been prepared in accordance with UK Generally Accepted Accounting
Practice (UK GAAP) including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of
Ireland” (“FRS 102”), and under the historical cost convention, modified to include certain financial
instruments at fair value. There are no instruments at fair value.

b) Going concern

The Board of Directors consider that it is appropriate to prepare the financial statements on the basis of going
concern. The latest financial plans have been reviewed and approved by the Board. These plans were prepared
using assumptions agreed by the Board and demonstrate that Kl is financially viable with appropriate financial
support from KHA, which is in place. The KHA Board refinanced the £6 million loan that was repayable on 1
March 2026 with a further £6 million loan bearing interest at 5%, payable monthly, with the principal repayable
on 1 March 2031. The assumptions used for the long term plans are considered to be appropriate. Stress
testing has been performed on the future financial forecasts, as described in the Strategic Report above, the
results of which support the conclusion of going concern. Therefore, the Board believe that there are no
material uncertainties in respect of going concern.

c) Significant judgements and estimates

Preparation of the financial statements requires management to make significant judgements and estimates
concerning the future. Judgements and estimates are based on experience, advice from experts and other
factors. The resulting accounting may not equal the eventual results. The items in the financial statements
where such judgements and estimates have been made include:

- The company’s loans from its funders are judged by management to be basic financial instruments
under the definition in FRS 102 and are accounted for under the amortised cost method (see (m)
below).

- The company’s housing assets are judged by management to be housing for rent and are accounted for
at cost less depreciation and impairments (see (g) — (j) below).

- Government grants are judged by management to be associated with social housing and are accounted
for on an accruals basis as deferred income and amortised on a pro rata basis over the life of each
related building component (see (e) below). In addition, the conditions associated with grants are
considered by management to determine any contingent liability arising from potential repayment.

- Management are not aware of any impairment indicators that would trigger impairment reviews of the
company’s housing assets and cause a significant reduction in value.
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- Management have estimated the residual values of housing properties and the life cycles of the
components of buildings and have depreciated accordingly (see (j) below).

- The lease arrangements entered into by the company are judged by management to be operating
leases.

- Judgements have been made over the recoverability of receivables based on experience and accord
with the Group’s provisioning policy (see (l) below).

d) Turnover

Turnover represents rental and service charge income receivable (net of voids), fees, revenue grants,
performance related grants, Government grants released from deferred income and sales of housing.
Tenant service charges are levied on a basis intended to cover appropriate service costs each year.

Rental and service charge income is recognised from the date that the property is let. Income from sales
of housing built for sale is recognised on legal completion of the sales transaction.

e) Government grants

Scottish Housing Grant (SHG) is payable by Scottish Government Ministers to enable Group member
companies to develop new properties and modernise existing properties for social housing. The amount
of SHG is calculated on qualifying costs of each scheme in accordance with instructions issued from time
to time by the Housing & Regeneration Directorate of the Scottish Government. Other grants are
provided by Local Authorities from second home Council tax and Mortgage to Rent schemes operated
by Scottish Government and are also defined as Government grants.

Government grants include:

i) Acquisition and development allowances

Acquisition and development allowances are intended to finance certain internal administrative costs
relating to the acquisition and development of housing land and buildings for approved schemes and are
taken to income when the schemes are completed.

i) Clerk of works allowances
Clerk of works allowances are intended to finance the costs of employing a clerk of works and are taken
to income when the schemes are completed.

iii) Building components

Government grants attributable to building components are intended to offset construction costs and
are accounted for as deferred income, which is amortised to income over the life of the relevant
components. When a component is replaced the associated balance of grant is taken to income.

Government grants are paid directly to Group member companies and are reflected in the accounts
when due to be received.

Allowances received in advance are shown as grants repayable in accounts payable and allowances
receivable are shown as grants receivable in accounts receivable.
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Government grants are repayable under certain circumstances, primarily following the sale of a
property, but will normally be restricted to the net proceeds of sale.

Grants received in respect of revenue expenditure are credited to income in the same period as the
expenditure to which it relates. Where grants are provided for performance related schemes they are
taken to income when the conditions of the grant have been met.

Non-housing grants

Other non-housing grants are included in income when received. At the year end any amounts of grant
not fully applied for the purpose received are accounted for as deferred income and are included in
accounts payable: amounts falling due within one year.

f) Employee benefits
Kl does not directly employ human resources. The company is operated by KHA personnel who are
covered by KHA employee benefits.

g) Tangible fixed assets — Housing land and buildings

The company categorises its housing tangible fixed assets as housing properties held for letting. The
development cost of housing properties held for letting is attributed to individual components and
includes the following:

- cost of acquiring land and buildings
- development expenditure

All invoices and architects’ certificates relating to the capital expenditure incurred in the period, at gross
value including retentions, are included in the accounts for the period provided that the dates of issue
or valuation are prior to the period end. All housing properties are stated at cost less depreciation and
impairment.

h) Expenditure on new properties

The cost of each property held for letting is attributed to the individual components that comprise that
property to create a cost and depreciation provision for each individual component. The cost of each
new rented property that is brought into management is attributed to individual components and these
components are depreciated over their useful lives. New properties under construction are accounted
for at cost and are not depreciated.
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i) Expenditure on existing properties and components

Planned maintenance expenditure is attributed to individual components that are depreciated over
their useful lives. As this expenditure relates to the replacement of existing components, the cost is
capitalised and appropriate accounting adjustments are made to reflect the disposal of the components
that are replaced. Any expenditure which does not meet the definition of one of the specific
components that comprise a property is charged to expenditure.

j) Depreciation

Housing assets, except land, are depreciated. Depreciation is charged at rates calculated to write off the
cost, less estimated residual value, of each property or component of asset evenly over its expected
useful life.

Component life cycles are set out below:
Housing properties

Structure 100 years
Bathroom 35 years
Electrics 20 - 30 years
Doors 30 years
Heating 15 - 35 years
Kitchens 20 years
Roofs 60 years
Windows 30 years

Where impairment indicators or reversals thereof are identified, housing properties are reviewed for
any change in value by comparing their carrying value with the higher of their estimated value in use
and fair value less costs to sell, with any material loss charged to expenditure.

If the impairment loss reverses, the carrying amount is increased to the revised estimate of its
recoverable amount, but not in excess of its original carrying value. The impairment loss reversal is
recognised in income.

k) Investment in joint venture limited liability partnership

The investment in the joint venture LLP is initially recognised at transaction price and is subsequently
adjusted for KI’s share of profits or losses, other comprehensive income and equity of the joint venture
LLP.

I) Financial instruments

i) Receivables
Receivables due within one year are measured at transaction price, less settlements and any
impairment. Where receivables are determined to be longer term and where the effect of time
value of money is considered significant, the estimated cash flows are discounted at an
appropriate rate.
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i) Payables
Payables due within one year are measured at transaction price less settlements.

iii) Loans
All loans are judged to be basic financial instruments and are measured initially at fair value, net
of transaction costs. Subsequent measurement is at amortised cost using the effective interest
rate method.

m) Leases
Rentals payable under operating leases are charged to expenditure on a straight line basis over the lease
term.

n) Taxation

Kl is subject to corporation tax. Taxation is accrued based on taxable profits for the year.

The tax expense represents the sum of the current tax expense and deferred tax expense. Current tax
assets are recognised when tax paid exceeds the tax payable.

Current and deferred tax is charged or credited to profit or loss, except when it relates to items charged
or credited to other comprehensive income or equity, when the tax follows the transaction or event it
relates to and is also charged or credited to other comprehensive income, or equity.

Current tax assets and current tax liabilities and deferred tax assets and deferred tax liabilities are offset,
if and only if, there is a legally enforceable right to set off the amounts and the entity intends either to
settle on the net basis or to realise the asset and settle the liability simultaneously.

Current tax is based on taxable profit for the year. Current tax assets and liabilities are measured using
tax rates that have been enacted or substantively enacted by the reporting period.

The Group is registered for VAT. A significant proportion of the Group income is exempt from VAT, but
VAT is reclaimed where possible under partial exemption calculations of activity deemed subject to VAT.

o) Gift Aid
The payment of Gift Aid is accounted for as a distribution of reserves and is recognised when paid.

p) Contingencies

Contingent assets and liabilities are not recognised and are instead disclosed in the notes to the
accounts.
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3. Turnover, operating expenditure and operating surplus
The turnover and operating surplus for the year relate to activities wholly within the United Kingdom. The
operating result for the year is stated after crediting and charging:

2026 2025
£000 £000
Rent and service charge income 7,132 6,675
Grants released from deferred income 145 145
Management charges (346) (353)
Depreciation (354) (354)
Share of equity change from joint venture (13) 14
Auditor’s remuneration — external audit services (5) (7)
Auditor’s remuneration — other non-audit services (4) (3)
Operating lease charges (4,075) (3,854)
4. Finance charges

2026 2025
£000 £000

Finance charges in the year have been charged as follows:
Loan interest to bank - 1
Loan interest to KHA 593 603
593 604

5. Corporation tax
2026 2025
£000 £000
Based upon the results for the year to 31 March:

Corporation tax at 25% (2025: 25%) 133 113
Prior years over provision - (44)
Less impact of Gift Aid (133) (123)
- (44)

23



KINGDOM INITIATIVES LIMITED
YEAR ENDED 31 MARCH 2026

NOTES TO THE FINANCIAL STATEMENTS (cont’d)

6. Housing properties

Housing
property held
for letting
£000
Net Cost
At 1 April 2025 27,433
Additions 31
Disposals (12)
At 31 March 2026 27,452
Depreciation
At 1 April 2025 1,608
Provided during the year 354
Disposals (2)
At 31 March 2026 1,960
Net book value
At 31 March 2026 25,492
At 31 March 2025 25,825

No interest was capitalised during the year (2025: Nil). Major repairs expenditure of £23k (2025: £7k)
were capitalised and included in housing property additions. Development administration costs of £nil
(2025: £nil), which were charged by KHA, were included in housing property additions. Land amounting
to £2,965k (2025: £2,965k) is included in housing property held for letting.

The table below details the properties under management:

o 2026 2025
Properties in management
MMR | Other | Total MMR | Other | Total
Units owned 202 20 222 202 20 222
Units managed on behalf of KHA 667 - 667 653 - 653
Units managed on behalf of Fife Council 121 - 121 121 - 121
Total units managed 990 20 1,010 976 20 996
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7. Investment in joint venture
On 13 October 2021 Kl and the University of St Andrews established a Limited Liability Partnership,
Grange St Andrews LLP (The Grange), to undertake a project to provide accommodation. The
management accounts of The Grange for the year ended 31 March 2026 showed members’ interests
of £124k of which KI’s share is £60k (2025: £73k).

2026 2025
£000 £000
Grange St Andrews LLP
Carrying value at 1 April 73 59
Share of transactions in year (13) 14
Carrying value at 31 March 60 73

Equity reduced mainly due to transfer of all fixed assets to St Andrews University and write off of
certain professional fees.

8. Receivables

2026 2025
£000 £000
Rent arrears 472 491
Less: Provision for bad debts (432) (451)
40 40
Other debtors 110 40
Due from Kingdom Housing Association 236 -
Due from Grange St Andrews LLP 98 298
484 378

9. Payables: amounts falling due within one year
2026 2025
£000 £000
Contractors for certified work 101 159
Deferred capital grants (Note 13) 145 145
Other creditors 306 152
Prepaid rent 72 49
Due to Kingdom Housing Association Limited 2,548 1,254
Corporation tax (Note 5) - -
Loans repayable within one year (Note 11) 301 6,303
3,473 8,062
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10. Payables: amounts falling due after more than one year

2026 2025
£000 £000
Housing loan due to bank (Note 12) 1 11
Housing loan due to KHA (Note 12) 12,731 7,023
12,732 7,034
The current instalments due on the above loans are included in Note 9.
11. Loans

2026 2025
£000 £000
Housing loans due to bank 9 21
Housing loans due to KHA 13,024 13,316
13,033 13,337

Repayable:
Within one year (Note 10) 301 6,303
Between one and two years 294 303
Between two and five years 6,878 878
After more than five years 5,560 5,853
12,732 7,034
13,033 13,337

Loans from bank

The loans are repayable by regular instalments of principal and interest, the last of which falls to be
repaid by 2028. The loans bear interest at a rate of SONIA plus 0.45% and are secured by a first legal
charge on the assets of the company. The average interest rate for these loans was 4.5% for the
year (2025: 5.3%).

Loans from KHA

A loan amounting to £6 million was repayable by regular instalments of interest and a bullet
repayment, the last of which fell to be repaid on 1 March 2026. This loan was refinanced by KHA on
similar terms, bearing interest at 5% with a bullet repayment on 1 March 2031. A further loan, of
which the balance outstanding at year end was £7.0 million, bears interest at 4.5% and is repayable
in regular instalments of principal and interest, the last of which falls to be repaid in 2049. The loans
are secured by a bond and floating charge over the property and undertakings of the company.
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12. Payments to a) Board and b) Employees and Staff
a) Board
The payments made to Board members were as follows:

2026 2025

£ £

Board Chairperson remuneration 3,357 4,000
Board members' travel and other expenses 540 366
3,897 4,366

b) Employees and Staff
The company does not directly employ any staff. Recharges are made for time spent by KHA staff on
company business. The amount charged by KHA during the period was £346k (2025: £353k).

13. Deferred capital grants

2026 2025
£000 £000
As at 1 April 9,415 9,560
Disposals (4) -
Released to income (145) (145)
As at 31 March 9,266 9,415
Amounts to be released within 1 year 145 145
Amounts to be released in more than 1 year 9,121 9,270
9,266 9,415
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14. Cash flow from operating activities

2026 2025
£000 £000
Profit for the year 323 244
Adjustments:
Depreciation on tangible fixed assets 354 354
Capital grant amortised (149) (145)
Corporation tax - a4
Share of equity change for joint venture 13 (14)
Interest received (14) (6)
Interest paid 593 604
Operating cashflows before movement in working capital 1,120 1,081
(Increase)/decrease in receivables (107) 757
Increase/(decrease) in payables 1,472 (366)
Cash generated from operations 2,485 1,472
Analysis of changes in net debt
At1l At 31
April Cash Other March
2025 flows changes 2026
£000 £000 £000 £000
Cash and term deposits 113 1,070 - 1,183
Debt due within one year (6,303) 304 5,698 (301)
Debt due after one year (7,034) - (5,698) (12,732)
(13,224) 1,374 - (11,850)
15. Share capital
2026 2025 2026 2025
Number Number £ £
Share of £1 each fully paid 100 100 100 100
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16. Related party transactions

KI charged £32k (2025: £30k) to KHA in the year, including property lease charges.

KHA charged Kl for expenses, property leases and management services provided amounting to £3,943k
(2025: £3,750k) in the year.

The net balance due by Kl to KHA as at 31 March 2026 was £15,336k (2025: £14,571k), which includes
the loans from KHA of £13,024k (2025: £13,316k).

KI made interest payments during the year to KHA, per the loan agreements, of £592k (2025: £603k).

KI charged £37k (2025: £25k) to The Grange in the year for facilities management services. Kl also
incurred other costs on behalf of The Grange of £59k (2025: £77k) in the year. The balance due to Kl by
The Grange was £166k (2025: £298k).

17. Contingent liabilities

On its formation, Kl acquired various properties from Kingdom Initiatives Housing Association Limited
(KIHAL). KIHAL was the former name of the subsidiary company of KHA. These properties had been
developed by Kl with the receipt of grants amounting to £508k. Grants received net of disposals total
£10,538k (2025: £10,538k), including the grants transferred from KIHAL. These may be repayable in
certain circumstances, however the Board does not expect such circumstances to arise and thereby the
liabilities to crystallise.

In 2025 HMRC issued a determination for corporation tax due from Kl in respect of transfer of tax losses
arising from debt servicing costs from KHA to offset KI’s taxable profits (group relief). Following an
enquiry, HMRC determined these losses cannot be used for this purpose under the tax legislation. While
the determination covered the years ended 31 March 2021 and 2022, group relief was also used for the
year ended 31 March 2023. KHA Group’s tax advisers issued an appeal against the determination, which
was ultimately rejected. The case will now be considered by a tax tribunal. If the case were to be lost,
the corporation tax that might be payable by Kl for the three years in question, including estimated late
payment interest amounting to £29k, was approximately £145k as at 31 March 2026. In order to prevent
late payment interest accumulating further, KHA lodged a deposit with HMRC, covering the estimated
tax, without prejudice, in April 2026. Should the case result be in favour of Kl, the deposit would be
withdrawn. No penalties are anticipated as Kl acted in accordance with advice from its tax advisers.
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18. Operating lease commitments
At 31 March 2026 the company had total future operating lease payments under non-cancellable
operating lease commitments as follows:

2026 2025
£000 £000
Full value of operating lease commitments 4,428 5,692
Payable:
Within one year 2,905 2,906
Between one and two years 892 1,954
Between two and five years 631 832
4,428 5,692

The existing leases between KHA and the company continue to wind down.
Included in the operating lease commitments is £4,428k (2025: £5,692k) due to KHA.

19. Operating lease income
At 31 March 2026 the company had total future operating lease income under non-cancellable
operating leases receivable within one year of £8k (2025: £7k). The income is due from KHA.

20. Ultimate controlling party

Kl is a subsidiary undertaking of KHA, which is the ultimate controlling party owning 100% of the issued
share capital. The results of KI are consolidated with those of KHA. Copies of KHA’s financial statements
can be obtained by contacting the Registered Office shown on page 2 or e-mailing kingdom@kha.scot.
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