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NATIONAL HOUSING FEDERATION {A COMPANY LIMITED BY GUARANTEE)
REPORT OF THE DIRECTORS

The ditectors present their report together with the audited financial statements for the year ended
31 March 2010, :

Principal activities

The National Housing Federation is the representative body for independent non profit social landlords in
England whose principal role is to provide and manage affordable homes. The Federation supports and
promotes the work of housing associations and campaigns for better housing and neighbourhoods.

In pursuit of this our principal aims are:

e To create the conditions for out members to flourish;

® To ensure that housing associations have a strong and positive reputation;

* To lead the housing and neighbourhoods policy agenda nationally and locally;
¢ To provide excellent highly valued organisational and business support;

¢ To ensure that the Federation is an exemplary organisation.

We sttive to achieve excellence and value for money in all areas of our work and for our members.

Financial results

The results for the year show a profit after tax of £810k (2009: £507k) as shown in the consolidated profit
and loss account on page 15. Although income from affiliation fees increased by £552k this was offset by
a drop in commercial income due to the downturn in the economy. This resulted in a drop in turnover
from £13,515k to £13,474k. Rental income from Lion Court Conferences saw a drop from £860k to
£722k with income per delegate being squeezed. Administrative expenses decteased by £366k to
£13,017k due to lower depreciation charges on Lion Court building and savings made in costs,

There was a net cash inflow of £1,852k (2009: £2,130k). Capital expenditute was lower at £310k (2009:
£651k)

Operations

Foliowing last yeat’s review of the Federation’s governance structure, a new system was approved and put
in place. For the first time, new board members were nominated to the AGM following a recruitment and
selection process managed by a newly created nominations committee. This process was also used for the
appointment of the Federation’s new chaitman, Matthew Taylor. The National Council was disbanded as
2 new representative structure, based on our 9 Regional Committees was put in place. This structure
underpins the new accountability arrangements. In futuge, the Chair of the Regional Chairs Group will
take a statement to the AGM on the performance of the Board.

Our work on member engagement continued. Over 300 members were visited and alinost all others were
directly contacted. The Board is clear that members are the Federation’s greatest resource.

As reported last year, the downtutn in the economy continued to have adverse implications for the
Federation and its members. Although conditions eased, the operating environment for housing
associations remained difficult. The credit crunch and recession led directly to a tise in the cost of capital
finance for housing associattons and availability of finance remained constrained. This problem was
exacerbated by the significant reduction in sales of both shared ownership and market homes as mortgage
finance became increasingly difficult to access. This meant that the development model used by housing
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
REPORT OF THE DIRECTORS

associations for the past ten years, which depended on cross subsidy from the proceeds of sales, became
unworkable.

In the light of these market difficulties the Federation worked extensively with the Bank of Ingland,
ministers and officials in a range of government departments and the new agencies, the Homes and
Communities Agency (HCA} and the Tenant Setvices Authority (TSA) to limit the adverse impact and to
ensure that development activity could continue. This activity was successfol in ensuring that new
flexibility was introduced to the development process and in focussing more on rented homes.
Conditions wete further improved by the decision by the government to put a further £1.5bn public
investment into housing following lobbying by the Federation. This meant that new housing association
development of rented homes was considerably up on previous years and represented over 40% of all new
homes completed in the yeat. In the light of the expectation of a more difficult environment for future
development we produced a new addition to our Federation Futures series which explored the market
conditions and offered some alternative mechanisms for increasing delivery.

The mottgage tescue scheme we designed last year was put into place, supported by £200m govetnment
fanding. This scheme grew in influence during the year and was a major teason for repossession rates
being much lower than anticipated despite the impact of recession.

The Federation worked very closely throughout the year with members and the Tenant Services Aunthority
to finalise a new repulatory settlement. Regulation now covers the whole social housing ‘domain’ and is a
majot change from the previous settlement. The new arrangements much more explicitly put boards at
the centre of decision making with cleat expectations of accountability to tenants and other stakeholders.
Prescriptive guidance from the regulator has been removed giving boatds much more freedom to make
their own decisions. The regulator has enhanced intervention powers to take appropriate remedial action
when thete is evidence of setvice or governance failure.

Our focus on project working continued. We once more produced our annual assessment of the housing
market. This publication, entitled ‘Home Truths’, is produced as a national report with detailed analysis
for each of the nine English regions. Our analysis contains information not only about the ‘for sale’
matket but also detailed information on the continuing need to increase availability of homes for
affordable renting. The reports highlight the critical contribution housing associations make to creating
successful, sustainable neighbourhoods. The analysis of the market in Home Truths continues to be
commissioned from Oxford Economics.

Our project to improve access for housing association residents to high quality financial services
continued during the year. By the year end we had reached agreement in principle to run a pilot project,
MyHome Finance, in the West Midlands to open 11 shops providing access to affordable credit. This is 2
precursor to plans to expand this service across the country. Our tenants contents insurance scheme
continued to grow and our campaign to stop energy companies charging a premium for users of pre-
payment metets was successful. By the end of the year, all such premiums had been removed, saving poot
and vulnerable customers approximately £150m per year. We made a successful bid with Groundwork
UK for Future Jobs Fund money, creating up to 6,400 new job opportunities.

This wotk suppotts the wotk cartied out by housing associations in their neighbouthoods and
communities. The huge range of neighbourhood support services provided by Federation members
continues to grow.
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NATIONAL HOUSING FEDERATION {A COMPANY LIMITED BY GUARANTEE)
REPORT OF THE DIRECTCORS

Duting the yeat, national consultation into the provision of adult social care continued. The Federation
played an active role and has developed strong links with the Department of Health in creating
mechanisms for housing associations to contribute to the debate. It was particularly welcome that
housing was tecognised as being one of the three key influences in the quality of adult social care.

Environmental sustainability remained a core concern. QOur focus was on the challenge of retrofitting our
existing housing stock to ensure that the level of greenhouse gas emission is significantly cut and, of equal
importtance, to tackle the growth in fuel poverty caused by rising energy costs. Our work with
CECODHAS Housing Europe was instrumental in the EU reaching a decision to release up to 8bn euros
of EU Structural Funds to invest in retrofitting for enetgy improvement in existing homes, of which
£100m is available for England. The Federation has continued to lobby to ensure that this money,
available through Regional Development Agencies, is used for this purpose and has been successful to
date in identifying £70m new investment. We contributed to the CECODHAS Housing Europe
contribution to the Copenhagen Climate Change summit.

In our wider lobbying wotk we continued to secure significant wins for our members. We ensured that
affordable housing would be exempt from the requirement to pay Community Infrastructure Levy. We
published a manifesto in advance of the genefal election and influenced the housing policies of all three
major parties. The Federation’s Chief Executive was invited by the then Conservative Shadow Housing
Ministet to chair a taskforce looking at mobility in social housing,

The Fedetation continued to suppott its members through a wide range of business and commercial
services. Our Annual Conference was particularly highly valued by delegates in a conference programme
which was acknowledged by members to be of real value. Our publications setvices wete again highly
effective and the Federation’s Get on Board project continues to identify new Board members for a wide
tange of housing associations across the country. This supports the Federation’s dtive to assist in the
development of high quality corporate governance in our sector. This work was supported by the
publication of a revised and updated version of our Code of Governance and the publication of our new
Code of Excellence in Customer Setvice and Accountability and Code of Excellence in Standards and
Conduct.

Our work with HouseMatk, the company jointly owned as a joint venture partnership with the Chartered
Institute of Housing has continued to grow and expand during the year. We continued to work with
HouseMatk in developing Procurement for Housing as a major part of our support for efficiency
measures through procurement throughout our sector. The Federation’s offices at Lion Court continued
to be fully utilised. The separately managed Lion Court Conference Centre retained its position as one of
the best used and most highly valued conference centres in central London, and remained highly
successful despite the economic downturn.

Risks and uncertainties

The operating environment for housing associations generally became much more difficult in the course
of 2009/10. Although government support for the work of housing associations has grown, the liquidity
crisis and credit crunch emanating from the sub prime crisis in the US has created a particulatly difficult
housing market for new development.

The Federation worked extensively with the Bank of England, government ministers, the Homes and

Communities Agency (HCA) and the Tenant Services Authority (ISA) to limit the adverse tmpact and
ensute development could continue.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
REPORT OF THE DIRECTORS

Anothet issue for housing associations was the possibility of a fee for tegulation to be imposed at 2 time
when the regulation framework was still under development and organisations were struggling with a
challenging opetating environment. The Federation was successful in negotiating a deferral of any fees for
2009/2010.

The advetse econotnic environment has not only had an impact on housing associations but also their
tenants. Recognising this the Federation put together a successful joint bid with Groundwork UK for up
to 6,400 employment oppottunities for unemployed young people between the ages of 18 and 24. This
entabled more than 100 housing associations to become involved and generated millions of pounds for the
sectot for their neighbourhood dctivities. It also generated additional income for the Federation at a time
when commercial activities were being challenged.

Extensive matketing and promotion plus rigorous attention to costs meant that the Federation reached its
 commercial income forecasts and in the case of Lion Court Conference Centre managed to attract new
customets, whilst other conference venues in the locality failed to thrive. New products have been
developed to mitigate the impact of lower returns on existing commetcial activities.

Finally the Federation tecognises that it needs to do all it can to keep the cost of membership as low as
possible, whilst continuing to maintain an excellent service. It has rationalised its regional office structure,
introduced video conferencing to reduce meeting and travel costs, incteased its use of email and e-
comnmunications to reduce the cost of print and postage and is looking to upgrade and improve its internal
LT. structure. The latter will enable us to enhance our membership, whilst keeping fees as low as
possible.

Future developments

We continue to work towards the achievement of our five strategic objectives through concentration on
key in-year ptiotities supporting the six pillars of the business plan and three high profile campaigns. The
business plan pillats ate: access to homes and services; vulnerable and older people; better homes and
neighbouthoods; greening homes and neighbourhoods; funding future homes and better neighbourhoods;
and our offer to memboers.

Inn the forthcoming year we will:

®  Work with the Government to create a demonstrably fair allocations system

®  Work alongside members to understand and influence a range of housing options for those
excluded from outright hotne ownership and with no hope of a social rented home

o Taunch a new campaign in the run up to the Comprehensive Spending Review to ensure that the
Government invests to deliver much-needed homes for the nation and understands the impact
that good homes and housing based support have. Ensure our CSR bid is well evidenced and
makes a compelling argument for investment

¢ Pilot MyHome Finance — a high-street based scheme for people cutrently excluded from
affordable credit — in the West Midlands, with a view to national roll-out

e  Work with our members to understand and engage with the personalisation agenda

e Promote the opportunities inherent in providing a quality housing offer to cldet people

*  Puta positive proposal to the Government on a planning framework for affordable housing and
work to unblock delivery batriers to rural and supported housing

e  Proactively head off risks to independence through campaigning and seeking to protect key
elements of the regulatory settlement, including a proportionate inspection regime
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MATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
REPORT OF THE DIRECTORS

» DParticipate in the coalition welfare to work proposals including work pairings and apprenticeships
— offering benefit both to members and the long-term unemployed

¢  Build stronger relationships with MPs and other national and local stakeholdets better to ensute
the contribution of housing is understood

» Lead a project on establishing 2 funding mechanism for the large scale retrofitting of existing
homes, heading off any compulsory green successor to decent homes

e Consult with members, then lobby for a new rent settlement for the sector which supports
delivery and investiment in homes and communities

* Review the cutrent fee structure for Federation members

¢ Build on our IT and web improvements, patticularly in terms of access, content and e-booking
and upgrade our customer relationship management system

In doing all of this we will continue to invest in our regional network to ensure our lobbying is informed
by a full understanding of regional and local issues and to ensute that we can support members to engage
in relevant regional and local structutes not least because of the emphasis of place for many future
funding streams. We will also invest in the further development of the talent in our most important
resoutce — out staff team.

Reserves
The profit after tax of £810k (2009: £507k) has been transferted to reserves as set out in note 15.

Fixed Assets

Movements on fixed assets are disclosed in note 6. The directors have adopted a policy of maintaining
freehold property on an existing use basis revaluing freehold property assets every five years, with an
interim valuation in year three, A valuation was carried out by Stratt & Parker at 31 March 2009 which
valued Lion Court at £9,900,000, resulting in a loss on revaluation of £6,860,000.

Over the last year values in the propeity market have improved slightly and the Board under advice from
Strutt & Parker have determined that there has been an increase in the value of Lion Coutt of £1,600,000.
The effect of this is to increase the value of Lion Coutt in these financial statements to £11,500,000.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
REPORT OF THE DIRECTORS

Directors
The following were Directots of the company at 31 March 2010 and 1 April 2009:

Name Organisation

Ann Santry (Vice Chair) Sovereign Housing Group Ltd
David Otr (Appeinted 23 September 2009) National Housing Federation
Deborah Shackleton (Vice-Chair) (Resigned

23 September 2009) The Riverside Group Ltd

Janet Davies (Resigned 23 September 2009) Women’s Pioneer Housing

John Cross (Chait) (Resigned 23 September 2009) Bedfordshire Pilgrims Housing Association
June Barnes Bast Thames Group

Keith Bxford The Affinity Sutton Group
Lindsey Williams Futures Housing Group

Matthew Gardiner Trafford Housing Trust

Matthew Taylor (Chaic} (Appointed 23 September 2009) Independent

Maurice Condie (Resigned 23 September 2009) Byker Bridge Housing Association
Michael Kent Bromford Housing Group

Paul Tennant The Orbit Group

Shena Latto South Shropshire Housing Limited
Sitiead Buttets (Co-opted 26 November 2009) Aspire Housing Association
Victotia Statk (Co-opted 26 November 2009) Look Ahead Housing and Care

Sinead Buttets and Victoria Stark co-option to the Board was agreed by the Board with'a view to full
appointment at the AGM in September 2010.

The Federation is grateful for the setvice which all of the membets have given to the sector through their
role as Directots.

Board and Officers’ Liability Insurance

During the year the Federation maintained insurance cover to provide indemnity to the members of the
Board and officets of the company in respect of losses arising from any claim or claims made against them
jointly or severally by reason of any wrongful act committed or alleged to have been committed by them in
connection with the performance of their duties as the Boatd or officers of the company.

Corporate Governance

About the National Housing Federation

The National Housing Federation is a private company limited by guarantee, with no share capital or
dividend. The operation of the Fedetation is govetned by its Memotandum and Articles of Association.

The Board

The Boatd comprises twelve members. The fiduciaty duties ate the same as any other director under
company law. Board members are elected by the membership of the Federation at the AGM following an
open recruitment led by the nominations committee who then seck agreement by the board. The Board
deals with the policy, strategy and business effectiveness of the organisation.

The Board’s Commitment to Accountability

The Board is committed to integrity and accountability in the management of the Federation’s affairs. The
Federation’s main mechanistn for accountability by the Board to its members is the Annual General Meeting
[AGM]. The AGM gives members the opportunity to hear from the Chair and Chief Executive about how
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
REPORT OF THE DIRECTORS

we have performed in the yeat, both in the work it carties out on behalf of members and financially. It also
gives an opportunity for members to raise any resolutions as well as voting on those on the agenda. The
Chait of the Regional Chairs® Group (RCG) provides an assurance statement to members at the AGM which
outlines the group’s engagement with the Federation Board and its satisfaction that the Boatd has fulfilled its
role. At the annual board away day, the RCG is invited to attend and work with the Board to start the
business planning process.

The governance teview in 2009 has initiated the process of a fair and open recruitment process for board
members who will bring the necessary skills and competencies needed for us to deliver our strategic aims.

The Audit and Risk Management Committee continues to provide detailed scrutiny of the Federation’s
finances. It also has placed more emphasis on the risks the Federation faces as a business and how risk is
etnbedded in the culture of the organisation. The commitiee closely monitors projects that have a significant
cost to ensute the money is being spent wisely and that, where possible, the projects result in efficiencies for
us as a business and real benefits for our members. A good example of this has been the close monitoring of
the new Customer Relationship Management system we ate installing.

The Board has a register for declatations of interest. Thete is a similar register for the Federation’s
officers as part of the organisation’s employee code of conduct. The Board is also committed to providing
an accountability statement to members at the AGM.

Responsibilities of the Board
The ditectors are responsible for preparing the financial statements in accordance with applicable law and
regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have elected to prepare financial statements in accordance with United Kingdom Accounting
Standards (United Kingdom Genetally Accepted Accounting Practice). The financial statements are
requited by law to give a true and fair view of the state of affairs of the company and of the profit ot loss
of the company for that period. In preparing these financial statements, the directors are required to:

*  select suitable accounting policies and then apply them consistently
o make judgements and estimates that are reasonable and prudent

e state whether applicable UK Accounting Standards have been followed, subject to any material
depattures disclosed and explained in the financial statements

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

The ditectors are responsible for keeping adequate accounting records that 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. They 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.
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In so far as the directors are aware:
* there is no relevant audit information of which the company's auditots are unaware; and

° the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant information and to establish that the auditors are aware of that information.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the company's website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.

Committees of the Board
The Board delegates some areas of its work to:

. the Hxecutive Committee
. the Audit and Risk Management Committee
L] the Nominations Committee

The Executive Committee

This comprises the Chait, Vice Chair, chair of the Audit and Risk Management committee and the Chief
Executive. It conducts Federation liaison with the TSA and HCA, partner organisations and other bodies.
It is also gesponsible for ensuring that the work of the Board and its Committees is effectively co-
otdinated at member level. The Executive Committee is also the Federation’s Remuneration Committee.

Audit and Risk Management Committee

The Audit and Risk Management Committee advises the Board on the standard of internal conteod and
systems. It also reviews and co-ordinates the internal audit programine, the risk register and overall risk in
the organisation and is the primary point of contact for the external auditors.

Nominations Committee
The Nominations Committee comprises three members of the board and two co-optees from the wider
Federation membership. It leads the annual board member recruitment programme, shortlisting and

interviewing applicants and makes recommendations to the board for agreement and final ratification at
the AGM.

Federation Staff
The Federation employs approximately 139 staff; 26 are based in our regional offices, with the remainder
at Lion Coutt. All staff are responsible to and govetned by the Board through the Chief Executive.

Internal Audit :

The Federation has an internal andit function, curtently provided by Deloitte & Touche LLP who were
appointed in November 2003. The contract for internal audit setvices was initially tendeted for thtee
yeats and was reviewed annually by the Audit and Risk Management committee. Deloitte & Touche
LLP’s contract expired on 31 March 2010 and the Pederation is currently tendering for internal audit
services,
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Internal (and external) auditors have direct access to the Audit Committee.

A System of Financial Planning and Reporting

The Fedetation works to a three year business plan which is reviewed and updated each year and agreed
by the Board. A rolling five year financial plan undetpins and supports the three year business plan.
Annual budgets ate also prepared and approved by the Board. Financtal petformance against the budget
is reviewed monthly by the Chief Executive and the Leadership Team with the forecasted out turn for the
yeat. Financial and operational performance is reviewed by the Audit and Risk Management committee at
each of their meetings with a summary report on key issues sent to the Board at each of its meetings,
using dedicated financial reports.

Risk Management Procedures

The Chief Executive and Teadetship Team assess the tisk of any decisions they make at their monthly
meetings updating the Risk Register where necessary. All papers produced for committees and the Board
considet the tisks involved and actions taken to reduce such risks. A regular review of controls and
systetns ate cartied out by each budget area with the aim of updating the Risk Register. This is reviewed by
the Audit and Risk Management Committee at each of their meetings. The Risk Register and papers are
reviewed by the Audit and Risk Management Committee and Board in setting business strategy for the
succeeding yeat and incorporated into the Business Plan and cotporate strategy documents.

Auditor

Grant Thotnton UK LLP, having expressed their willingness to continue in office, will be deemed
reappointed for the next financial year in accordance with section 487(2) of the Companies Act 2006
unless the company receives notice under section 488(1) of the Companies Act 2006

ON BEHALF OF T

Matthew Taylor
Chair

tQ P\J\quu%V 2010
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Grant Thornton

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

We have audited the financial statements of National Housing Fedetation for the year ended

31 Match 2010 which comptise the principal accounting policies, the group and company profit and loss
accounts, the group and company balance sheets, the group cash flow statement, the group statement of
total tecognised gains and losses, the gtoup note on historical gains and losses and notes 1 to 26. The
financial reporting framewotk that has been applied in theit preparation is applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

"This repost is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Out audit work has been undertaken so that we might state to the company’s
members those matters we ate required to state to them in an auditors’ 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 metmbets as a body, for our audit work, for this report, or for the opinions
we have formed.

Respective responsibilities of directors and aunditors

As explained more fully in the Responsibilities of the Board and National Council set out on pages 7 and
8, the directors ate responsible for the prepatation of the financial statements and for being satisfied that
they give a true and fair view. Our responsibility is to audit the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to
comply with the Auditing Practices Board's (APB's Ethical Standards for Auditors.

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements is provided on the APB's website at
www.frc.org.uk/apb/scope/UKNP.

Opinion on financial statements
In our opinion the financial statements:

®  give a true and fait view of the state of the group's and the parent company's affairs as at 31 March 2010
and of the group and parent company's profit for the year then ended;

¢ have been propetly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and
e have been prepared in accordance with the requirements of the Companies Act 2000.

Opinion on other matter prescribed by the Companies Act 2006

In out opinion the information given in the Directors' Repott for the financial year for which the financial
statements ate prepatred is consistent with the financial statements.
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Grant Thornton

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

Matters on which we are required to report hy exception
We have nothing to teport in tespect of the following matters where the Companies Act 2006 requires us to
tepott to you if, in our opinion:

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

¢ the parent company financial statements are not in agreement with the accounting records and returns;
ot

¢ certain disclosures of directors' remuneration specified by law are not made; or
¢ we have not teceived all the information and explanations we requite fot our audit.

Coe

Carol Rudge

Senior Statutory Auditor

for and on behalf of Grant Thotnton UK LLP
Statutory Auditor

Chartered Accountants

Tondon

" V\vau& v 2010
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
PRINGIPAL ACCOUNTING POLICIES

Status

The National Housing Federation is a company limited by guarantee. The liability of members, of whom
there are 1,153 (2009: 1,198) is limited to £1 per member. The Federation's group comptises two wholly
owned subsidiaties, National Housing Federation Investments Limited and NHF Property & Services
Limited.

Basis of Preparation

The financial statements have been prepared under the historical cost convention, except for the
revaluation of certain fixed assets, and in accordance with applicable United Kingdom accounting
standards.

The principal accounting policies are set out below and remain unchanged from the previous period.

Basis of Consolidation
The group financial statements consolidate those of the company and of its subsidiary undertakings drawn
up to 31 Match 2010, Acquisition of subsidiaries are dealt with by the acquisition method of accounting,

The financial statements present information about the group as a whole. The group owns 49% of the
issued share capital of IHousemark Limited, which is shown separately from the group’s information as a
joint venture as required by FRS9. The group also owns shates in 'The Housing Finance Corporation.

Income
Turnover includes
s affiliation fees received from members;

*  the total amount receivable by the company for goods supplied and setvices provided, excluding
VAT,

Allincome is accounted for on a receivable basis. Rental income is shown net of all outgoings.
Tangible Fixed Assets and Depreciation
Tangible fixed assets are stated at cost or valuation, net of depreciation and any provisions for

impairment.

Depreciation is provided at rates which are calculated to write off the cost of tangible fixed assets by equal
annual instalments over the following estimated useful lives.

Freeheld property 45 - 50 years

Improvents to Leasehold propetty Over remaining period of lease
Office equipment and furniture 7 years

Plant and machinery 16 - 20 years

Computer equipment 4 years

No depreciation is provided on freehold Iand. De?reciation is charged monthly from the period of
acquisition or commencement of use, up until the period of disposal.

Freehold property assets are revalued by a professional valuer every five years, with an interim valuation in
year three and additional valuations in interim years where it is likely that there has been a material change
in value. The latest valuation was at 31 March 2010 when Lion Court was valued at £11,500,000 on an
existing use basis.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
PRINCIPAL ACCOUNTING POLICIES

Tangible Fixed Assets and Depreciation (continued)

Where there is permanent impairment in the value of a property, a charge is made to the profit and loss
account unless it represents a reversal of prior upward valuations in which case the charge is made to the
revaluation reserve to the extent of reversing the current balance on the tevaluation resetve, Whete an
impairment is considered by the directors to be temporary the full adjustment is made to the revaluation
resetve.

Goodwill
Amortisation of purchased goodwill is provided at a rate which will write off the entire value of the asset
over 20 years.

Stock

Stock is stated at the lower of cost and net realisable value. Cost includes materials and production
overheads. Net realisable value is based on selling price less televant matketing, selling and distribution
costs.

Investments
Investments are held as fixed assets and are stated at cost less provision for any impairment.

Regional Councils
The activities of these are included in the income and expenditure account and balance sheet under the
relevant account headings.

Pensions

The company contributes to a multi-employer defined benefit scheme, but the company is unable to
separately identify its share of the scheme’s assets and liabilities and hence has accounted for the scheme
under a defined contribution basis, The expected cost to the Federation of pensions is charged to the
income and expenditure account so as to spread the cost of pensions over the service lives of employees.

Operating Leases
Rental costs under operating leases are chatged to the income and expenditure account in equal annual
amounts over the periods of the leases.

Reserves

The General Reserve is a long-term safeguard against unexpected shortfalls in the commercial areas.

The Committee Reserve is a reserve set up on the closute of regional bank accounts representing amounts
owing to Practitioner groups.

Reserves are designated by the Board when special projects are identified and reserves are specifically
alocated.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
PRINCIPAL ACCOUNTING POLICIES ’

Taxation
Provision is made for taxation on rents received, interest and on the trading surplus atising from non
mutual trading.

Deferred tax is recognised on all timing differences where the transactions or events that give the group
an obligation to pay more tax in the future, or a right to pay less tax in the future, have occurred by the
balance sheet date. Deferred tax on defined benefit pension scheme surpluses or deficits is adjusted
against these surpluses. Deferred tax assets are recognised when it is mote likely than not that they will be
recovered. Deferted tax is measured using rates of tax that have been enacted or substantively enacted by
the balance sheet date.

VAT recovery is acciued on the basis of a partial exemption formula agreed with HM Customs and
Excise on 23 August 2004 which was effective from 28 Januwary 2004. Amounts are included in the
income and expenditure account and in the balance sheet gross of VAT where the VAT is teclaimable
under this formula, The company is in a VAT grouping with its subsidiaty company, NHF Propetty &
Services Limited.



NATIONAL HOUSING FEDERATION {A COMPANY LIMITED BY GUARANTEE)

CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the yeat ended 31 MARCH 2010

Turnover

Continuing operations: gtoup and share of joint venture's turnover

Less: share of joint venture's turnover
Group turnover
Total turnover

Other opetating income: rental income

Administrative expenses

Group operating profit before share of joint venture
Share of operatinig profit in joint venture

Group operating profit

Interest payable

Intetest receivable and similar income

Profit on ordinary activities before taxation

Tax on profit on ordinaty activities

Share of tax on profit on ordinary activities in joint venture

Profit on ordinary activities after taxation transferred to reserves

All transactions arise from continuing operations.

Note

&

15

2010 2009
£'000 £1000
15,966 15,735
(2,493) (2,220)
13,473 13,515
13,473 13,515

722 860
14,195 14,375
(13,016)  (13,383)
1,179 992
177 84
1,356 1,076
(563) (698)
14 102
807 480
43 49
(40) (22)
810 507

'The accompanying accounting policies and notes form an integral part of these financial statements.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

COMPANY PROFIT AND LOSS ACCOUNT

For the year ended 31 MARCH 2010

Note

Tutnover
Continuing operations 1

Other operating income:
Rental income

Total turnover
Administrative expenses 1

Operating profit
Interest payable

Interest receivable and similar income

Profit on ordinary activities before taxation
Tax on profit on ordinary activities 5

Profit on ordinary activities after taxation transferred to reserves 15

All transactions arise from continuing operations.

2010 2009
£1000 £1000
13,474 13,515

17 29
13,491 13,544
(12,407) (12,991)
1,084 553
13 90
1,097 643
1,097 643

There were no recognised gains or losses other than the profit for the financial year.

The accompanying accounting policies and notes form an integral part of these financial statements.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
CONSOLIDATED AND COMPANY BALANCE SHEETS

For the year ended 31 MARCH 2010

Group  Company Group Company
Note 2010 2010 2009 2009
£'000 £'000 £1000 £'000
Fixed assets
Goodwill 8 n - 423 -
Investments 7 - 531 - 531
Tangible fixed assets 6 13,958 615 12,458 614
14,349 1,146 12,881 1,145
Current assets
Stocks - publications 9 86 86 76 76
Debtors 10 982 4,694 1,035 4,136
Cash at bank and in hand 3,606 3,596 2,200 2,166
4,674 8,376 3,311 6,378
Creditots: amounts falling due
within one year 11 (6,326} (5,817) (5,392) (4,915)
Net current (liabilities)/assets (1,652) 2,559 (2,081) 1,463
Debtors: amounts falling due after
more than one year 10 - 3,500 - 3,500
Total assets less current liabilities 12,697 7,205 10,800 6,108
Creditots: amounts falling due after
more than one year 12 (9,217) - 9,701 -
Share of gross assets in joint venture 25 1,110 - 839 -
Shate of gross liabilities in joint venture 25 (715) - (582) -
Share of net assets in joint venture 395 - 257 -
Deferred taxation 14 - - (43) -
Net assets 3,875 7,205 1,313 6,108
Capital and reserves
Profit and loss resetve 15 5,907 7,205 5,151 6,108
Revaluation Reserve 15 (2,032) - (3,838) -
16 3,875 7,205 1,313 6,108

The financial statementgwete approved by the Board of Directors on 15 July 2010 and signed on their
behalf on Muwgus t 2010,

Matthew Taylor - Chair

Company registration no: 302132

The accompanying accounting policies and notes form an integral part of these financial statements.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

CONSOLIDATED CASH FLOW STATEMENT

For the yeat ended 31 MARCH 2010

Note

Net cash inflow from operating activities 17

Returns on investments and servicing of finance
Intetest receivable

Interest payable

Net cash outflow from returns on investments and servicing of
finance

Taxation

Corporation tax paid

Capital expenditure and financial investment

Payments to acquire fixed assets and investments

Net cash outflow from capital expenditure and financial

investment

Net cash inflow before use of liquid resources

Increase in cash 18,19

2010 2009
£'000 £000
2,111 3,377
14 102
(563) (698)
(549) (596)
(310) (651)
(310) (651)
1,852 2,130
1,852 2,130

The accompanying accounting policies and notes form an integral part of these financial statements.

Page 18




NATIONAL HOUSING FEDERATION {A COMPANY LIMITED BY GUARANTEE)
Other Primary Statements

Fort the year ended 31 MARCH 2010

Consolidated statement of total recognised gains and losses

Note 2010 2009
£°000 £7000
Profit for the financial year 15 810 507
Untealised profit/(loss) on revaluation of propetties 15 1,752 (6,654)
Total gains and losses recognised since last annual report 2,562 (6,147)
Consolidated note of historical cost profits and losses
2010 2009
£°000 £2000
Repotted profit on ordinaty activities after taxation 15 810 507
Difference between a histotical depreciation charge and the actual
depreciation of the period calculated on the revalued amount 54 42
Historical cost profit on ordinary activities after taxation 756 >49
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS ‘

Fot the year ended 31 MARCH 2010

1 Turnover and profit on ordinary activities before taxation’

The turnover and profit on ordinaty activities before taxation is attributable to the following as follows:

2010 2009
£'000 £'000
Affiliation fees 8,358 7,806
Grants 169 156
Insurance commission 50 50
Conferences, training and publications 4,294 4,723
Other income 602 780
Company 13,473 13,515
Othet income - -
Group 13,473 13,515
All income in the cutrent and preceding year is derived from United Kingdom operations.
The surplus on ordinary activities before taxation is stated after administrative expenses of:
2010 2009
£'000 £1000
Staff costs (note 4) : 6,607 6,159
Depreciation 255 258
Auditors’ remuneration:
- audit services 28 28
- non-audit services 8 7
Charges on operating leases on premises : 17 129
Other operating charges 5,338 6,410
Company 12,407 12,991
Depreciation 258 309
Other operating charges 352 83
Group 13,017 13,383
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2010

2 Share of joint venture's results

Furthet information on the Fedetation's joint venture is disclosed at notes 7 and 25, Summary income

and expenditure information for Housemark is:

Year Group Yeat
ended 31 share ended 31  Group shate
December (50%) December (50%)
2009 2009 2008 2008
£'000 £'000 £000 £000
Housemark trniover 4,986 2,493 4,441 2,220
Housemark operating costs (4,632) (2,316) (4,273) (2,136)
Operating profit 354 177 168 84
Tnterest receivable 2 1 24 12
Profit on ordinary activities before tax 356 178 192 96
Tax on profit on ordinary activities (80) (40) 43) (22)
Net profit 276 138 149 74
3 interest payable and similar charges
2010 2009
£'000 L1000
Interest payable
On bank loans and overdrafis 563 698
Interest receivable
Bank 14 102
4 Directors and employees
Staff costs duting the year were as follows:
2010 2009
£'000 £1000
Wages and salaries (leadership team) 445 436
Wages and salaries (other staff) 4,869 4,636
Social secutity costs (leadership team) 49 48
Social secutity costs (other staff) 421 406
Other pension costs (leadetship team) 64 63
Other pension costs (other staff) 567 533
Termination costs 192 31
6,607 6,159
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES YO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2010

Directors and employees (continued)
The average numbet of employees of the company duting the year was:

2010 2009

Number Number

Senior management team 4 4
Other staff 135 - 134
139 138

All employees were employed in the Federation's ptincipal activity.

‘The amounts set out above include remuneration (excluding pension contributions) in respect of the
highest paid officer, the Chief Executive as follows:

2010 2009
£'000 £1000
158 155

Salary

The Chief Executive and the leadership team are otdinaty members of the Social Housing Pension
Scheme and patticipate in the scheme on the same basis as all other staff.

The Chait was paid £7,500 for his services from his appointment 25 September 2009 until the year end.
No remuneration was paid to any other membet of the Board (2009: nil).
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS

Fot the vear ended 31 MARCH 2010

5 Tax on profit on ordinary activities
(a) Analysis of the tax credit for the year

The tax credit is based on the profit for the year and represents:

Group  Company Group Company
2010 2010 2009 2009
£'000 £'000 £1000 £'000
Current tax:
United Kingdotmn corporation tax at 28%
(2009: 28%) - - 22 -
Adjustments in respect of ptiot yeats - - - -
- - 22 -
Deferred taxation:
Timing difference, otigination and reversal (43) - (15) -
Adjustment in respect of prior years - - (34 -
(43) - @0 -
(b) Factors affecting current tax credit
The tax assessed for the year is lower than the
standatd rate of corporation tax in the United
Kingdom of 28% (2009: 28%). The
differences are explained below:
Profit on ordinary activities befose tax 810 1,097 480 643
Profit on otdinary activities before tax
multiplied by the standard rate of cotporation _
tax of 28% (2009 28%) 226 307 134 180
Effect of:
Expenses not deductible for tax purposes 57 67 (224) {219)
Non qualifying depreciation - - 49 -
Capital allowances for the period in excess of
depreciation (21) (12) (4t) (13)
Difference in tax rates - - 51 51
Group relief of current year losses
Increase/ (utilisation) of trading losses 119 20 31 1
Profit on mutual trading activities (381) (382) 31 1

Current tax charge for period
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2010

1 Tangible fixed assets

Group

Cost/value

At1 Apnl 2009
Increase on revaluation
Additions

Disposals

At 31 March 2010

Depreciation

At 1 April 2009

Provided in the year
Eliminated on revaluation
Disposals

At 31 March 2010

Net book amount at
31 March 2010

Net book amount at
31 Match 2009

Office Improve-

equipment  ments to

Freehold Plantand Computer and  leaschold
ptopetty machinery equipment furniture premises Total
£'000 £1000 £'000 £'000 £'000 £'000
10,856 987 1,851 893 40 14,627
1,444 156 - - - 1,600
- - 256 36 18 310
- - {463) (2) - (465)
12,300 1,143 1,644 927 58 16,072
148 4 1,422 592 3 2,169
144 61 202 98 7 512
(92) (60) - - - (152)
- - (414) (1) - (415)
200 5 1,210 689 10 2,114
12,100 1,138 434 238 48 13,958
10,708 983 429 301 37 12,458

Included in freehold propetty is an amount of £ 5,558,069 (2009: £4,810,600) in respect of freehold land '
which is not subject to depreciation.

The Board under advice from Strutt & Parker have determined that thete has been an increase in the value
of Lion Court reflected in the financial statements of £1,600,000 at 31 Match 2010. This adjustment
increases the value of Lion Coutrt in the financial statements to £ 11,500,000 on an existing use basis. The
revaluation includes assets classified as freehold property plus plant and machinery deemed to form part
of the cote fabric of the building.

The company's frechold propetty Lion Coutt was previousljr independently revalued at 31 March 2009 to
£9,900,000 by Strutt & Patrker who are members of the Royal Institute of Chartered Surveyors. The basis
of valuation used was existing use value.

If the property had not been revalued, it would have been included on the historical cost basis at a net
book value of £ 13,532,618 (2009: £13,738,361).
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS

Fot the year ended 31 MARCH 2010

Tangible Fixed assets {continued)

Company
Office  Improve-
equipment  ments to
Computer and  leasehold
equipment  furniture  Premises Total
£1000 £'000 £7000 L1000
Cost
At 1 April 2009 1,825 544 40 2,409
Additions 255 32 18 305
Disposals (463) @ - (465)
At 31 March 2010 1,617 574 58 2,249
Depreciation
At 1 Aprit 2009 1,401 391 3 1,795
Provided in the year 200 48 7 255
Disposals (414) 2 - (416)
At 31 March 2010 1,187 437 16 1,634
Net book amount at 31 March 2010 430 137 48 615
424 153 37 614

Net book amount at 31 March 2009

7 Investments

‘The Federation owns one £1 ordinaty shate in The Housing Finance Corporation Limited, representing
one-seventh of the nominal value of the issued shate capital of the Industrial and Provident Society. This
Industrial and Provident Society assists housing associations and related charities in raising funds for
capital projects and is incorporated in Great Britain.

The Fedetation owns 100% of National Housing Federation Investments Limited, which itself owns a
49% ordinary shareholding in Housemark Limited. The total value of the investment is £531,166 in the

company's balance sheet.

The Federation owns 100% of NHF Propetty & Services Limited which owns Lion Coutt, the
Federation's head office and conference centre.

The Federation became a member in the Co-opetative and Mutual Business Services Limited with an
investment of one share of £1. The company catties out the registration of Co-operatives and Mutuals

within the Financial Services Authority.

The Federation sold its status survey business to Feedback Services Limited on 11 July 2008 in teturn for

a £10 shareholding in the company
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH'2010

Investments {continued)

National Housing Federation Investments Limited Investment company 100%
NHF Property & Setvices Ltd Property Owning and Conference
Facility/Meeting Room providers 100%
Housemark Limited Provider of benchmarking services to
Housing Sector 49%
Feedback Services Limited Provider of status surveys to Housing
Sector 10%
2010 2009
£'000 £'000
National Housing Federation Investinents Limited 531 531

8 Goodwill

A fair value review of the gross assets and labilities of Housemark Limited was carried out with the result
that none of the carrying values of the assets or liabilities were altered for the goodwill calculation. No
circumstances have atisen which would indicate that the cartying amount of the goodwill (in the group's
balance sheet) or the investment (in the balance sheet of National Housing Federation Investments
Limited) are impaired. However, management has considered Housemark's performance against its
business plan since the acquisition date and is content that no impairment has occutred.

As set out in the accounting policies, purchased goodwill is amortised over a petiod of twenty yeats.
Management is of the opinion that such a period realistically reflects the expected useful economic life of
the goodwill, given the nature of Housemark's business, the environment in which it operates and the
scope and plans for future developments. Amortisation costs are charged to the income and expenditure
account monthly. The following reconciliation of movements in goodwill is disclosed.

£1000
Cost
At 1 April 2009 and at 31 March 2010 639
Accumulated amortisation:
At 1 April 2009 216
Charge for the petiod 32
At 31 March 2010 248
Net book amount at 31 March 2010 n
At 31 March 2009 - 423
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE}

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2010

9 Stocks

Stock for resale

10 Debfors

Amounts due in less than one year:

'Ttade debtots

Other debtors

Prepayments and accrued income
Amounts due from group undertakings

Amounts due after more than one yeat:

Amounts due from group undertakings

Group  Company Group  Company
2010 2010 2009 2009
£'000 £'000 £000 £'000
86 86 76 76
Group  Company Group  Company
2010 2010 2009 2009
£'000 £'000 £'000 £'000
469 272 440 315

44 44 52 52

469 469 543 543

- 3,909 - 3,226

982 4,694 1,035 4,136

- 3,500 - 3,500

A non-interest bearing defetred loan was made to the company's subsidiary undertaking, NHF Property &
Setvices Limited in January 2004 to assist in the financing of the purchase of Lion Court, a property

owned by NHF Propetty & Services Limited. At 31 Mazrch 2010 the amount outstanding on the loan was
£ 3,500,000 (2009: £3,500,000), to be repaid 20 years from date of issue.

‘The company has agreed not to recall the intercompany balance of £3,909k for twelve months from the
date of signing these accounts unless NHF Property & Services Limited has the available funds to make

the payment.

11 Creditors: amounts falling due within one year

Bank loan (note 13)

Trade creditors

Corporation tax

Other tax and social security
Other creditots

Accruals and defetred income

Group  Company Group  Company
2010 2010 2009 2009
£'000 £'000 £7000 £'000
462 - 425 -
406 406 524 524
288 288 239 239
122 122 83 83
5,048 5,001 4,121 4,069
6,326 5,817 5,392 4,915
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2010

12 Creditors: amounts falling due after more than one year

Group  Company Group Company

2010 2010 2009 2009

£'000 £'000 £1000 £'000

Bank Joan (note 13) 9,217 - 9,701 ;

13 Creditors: Capital instruments

Creditors include bank loans which are due for repayment as follows:

Group Company Group Company
2010 - 2010 2009 2009
£'000 £'000 £'000 £000
Amounts repayable:
In one year or less or on demand 462 - 425 -
In more than one year, but not more than two
years 489 - 452 -
I more than two years, but not more than
five years 1,656 - 1,539 -
In more than five years 7,073 - 7,710 -
9,680 - 10,126 -

14 Deferred taxation

Group

Deferred taxation provided for in the financial statements is set out below.

2010 2009

£'000 £'000

Provision for deferred tax at 1 April 2009 43 92
Current year defetrred tax (43) - (15)
Prior year deferred tax - (34
Provision for defesred tax at 31 Match 2010 - 43

The provision for defetred taxation consists of the tax effect of timing differences in respect of:

2010 2009

£'000 £'000

Excess of taxation allowances over depreciation of fixed assets - 160
Trading losses - (117)
- 43
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2010

Deferred taxation (continued)

Gtoup and Company 2010 2009
£'000 £'000

Unprovided deferred taxation asset:
Depreciation in excess of capital allowances &7 71
Trading losses 351 95
264 166

Thete was no provision for defetred taxation as at 31 March 2010 (2009: £nil) in the company.

415 Reserves

Group
Profit and Ioss account
General Committee Revaluation
reserve Reserve Reserve Total
2010 2010 2010 2010
£1000 £'000 £'000 £'000
At 1 Aptil 2009 5,032 119 (3,838) 1,313
Transfer between Reserves (54) - 54 -
Profit for the year 843 (33) - 810
Profit on tevaluation - - 1,752 1,752
Company
Profit and loss account
General Committee
reserve reserve Total
2010 2010 2010
£'000 £'000 £'000
At 1 April 2009 5,989 119 0,108
Profit for the year 1,130 {33 1,097
At 31 Match 2010 7,119 86 7,205
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

MNOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2010

16 Reconciliation of movements in shareholders’ funds

Group  Company Group Company
2010 2010 2009 2009
£'000 £'000 £1000 £000
Profit attributable to members 810 1,097 507 643
Other recognised gains and losses for the year 1,752 - {6,654) -
Net additions to shareholdets’ funds 2,562 1,097 (6,147) 643
Opening shareholders' funds 1,313 6,108 7,460 5,465
Closing shareholders’ funds 3,875 7,205 1,313 6,108
17 Net cash outflow from operating activities
2010 2009
£'000 £7000
Operating surplus 1,357 1,076
Depreciation 512 567
Profit/(loss) on disposal of tangible fixed assets 48 @37
Amortisation charges 32 32
Shate of profit in joint venture (178) (96)
(Increase)/Dectease in stock (10) &)
Dectease/(increase) in debtors 54 254
Increase in creditors 896 1,590
Net cash inflow from operating activities 2,711 3,377
18 Reconciliation of net cash flow o movement in net debt
2010 2009
£'000 - £1000
(Decrease) /increase in cash in the year 1,406 1,750
Cash outflow from loan financing 446 380
Movement in net debt in the year 1,852 2,130
Net debt at 1 April 2009 (7,926) {10,056)
Net debt at 31 March 2010 (6,074) (7,926)
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NATIONAL HOUSING FEDERATICN (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS

Fot the yeat ended 31 MARCH 2010

19 Analysis of changes in net debt

At1Apr At 31 Mar

2009  Cash flow 2010

£000 £1000 £'000

Cash in hand 2,200 1,406 3,306
Liquid resoutces (10,120) 446 (9,680)
(7,926) 1,852 (6,074)

20 Capital commitments

'The company had capital commitments at 31 Match 2010 of £313k (2009 — nil)

2010 2009
£'000 £000
313 -

Contracts tendered for and awarded

21 Contingent assets/liabilities

Thete were no contingent liabilities at 31 March 2010 or 31 March 2009.

22 Retirement benefit schemes

The National Housing Federation patticipates in the Social Housing Pension Scheme (SHPS). The
Scheme is funded and is contracted out of the state scheme.

SHPS is a multi-employer defined benefit scheme. Employer participation in the Scheme is subject to
adherence with the employet responsibilities and obligations as set out in the “SHPS House Policies and

Rules Employer Guide™.

"The Scheme operated a single benefit structure, final salary with a2 1/60th accrual rate, to 31 March 2007.
From Aptil 2007 there are three benefit structures available, namely:

Final salary with a 1/60th accrual rate.
Final salary with a 1/70th accrual rate.
Cateer average tevalued earnings with a 1/60th accrual rate.

From Aptil 2010 there are a further two benefit structutes available, namely:

Final salary with a 1/80% accrual rate.
Career average revalued eatnings with a 1/80t accrual rate

A defined contribution option will be made available from 1 October 2010.
An employet can elect to operate different benefit structures for their active members (as at the first day

of April in any given year) and their new entrants. An employer can only operate one open benefit
sttucture at any one time. An open benefit structure is one which new entrants are able to join.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2010

Retirement henefit schemes (continued)

The National Housing Federation has elected to operate the final salaty with a 1/60th accrual rate and a
career average revalued earnings with a 1/60th accrual rate benefit structure for active members as at 31
Match 2007 and the cateer average revalued earnings with a 1/60th accrual rate benefit structure for new
entrants from 1 Aptil 2007. This does not affect any benefit structute changes from April 2010,

The Trustee commissions an actuarial valuation of the Scheme every 3 years. The main putpose of the
valuation is to determine the financial position of the Scheme in order to determine the level of future
conttributions requited, in respect of each benefit structure, so that the Scheme can meet its pension
obligations as they fall due. From Aptil 2007 the split of the total contribution rate between member and
employet is set at individual employer level, subject to the employer paying no less than 50% of the total
contribution rate. From 1 Apzil 2010 the requitement for employets to pay at least 50% of total
contribution rate no longer applies.

The actuatial valuation assesses whether the Scheme’s assets at the valuation date are likely to be sufficient
to pay the pension benefits accined by members as at the valuation date. Asset values are calculated by
reference to market levels. Accrued pension benefits are valued by discounting expected future benefit
payments using a discount rate calculated by reference to the expected future investment retuns.

During the accounting petiod the National Housing Federation paid contributions at the rate from 12.3%
to 14.5%. Member contributions vatied between 6.2% and 7.5% depending on their age.

As at the balance sheet date there were 102 active members of the Scheme employed by The National
Housing Federation. The pensionable payroll in respect of these members was £631,180. The National
Housing Federation continues to offer membesship of the Scheme to its employees.

Tt is not possible in the normal course of events to identify on a consistent and reasonable basis the share
of underlying assets and labilities belonging to individual participating employers. This is because the
scheme is a multi employer scheme where the scheme assets are co-mingled for investment purposes, and
benefits are paid from total scheme assets. Accordingly, due to the nature of the Plan, the accounting
charge for the petiod under FRS17 represents the employer contribution payable.

The last formal valuation of the Scheme was performed as at 30 September 2008 by a professionally
qualified actuaty using the Projected Unit Method. The market value of the Scheme’s assets at the
valuation date was £1,527 million. The valuation revealed a shortfall of assets compared with the value of
iabilities of £663 million, equivalent to a past service funding level of 70%.

The financial assumptions underlying the valuation as at 30 September 2008 were as follows:

Y% pa

Valuation Discount Rates

Pre retireiment 7.8

Non Pensioner Post retirement 6.2

Pensioner Post retitement 5.6
Pensionable earnings growth 47
Price inflation 3.2
Pension Incteases

Pre 88 GMP 0.0

Post 88 GMP 2.8

Excess over GMP 3.0

Expenses for death in service insurance, administration and PPF levy are included in the
contribution rate
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2010

Retirement benefit schemes (continued)
The valuation was carried out using the following demographic assumptions

Mottality pre retirement — PA92 Year of Bitth, long cohott projection, minimum improvement 1%pa
Mortality post retirement — 90% S1PA Year of Birth, long cohort projection, minimum improvement
1 cVopﬂ

The long-term joint contribution rates that will apply from April 2010 required from employets and members
to meet the cost of future benefit accrual were assessed at:

Long-term joint contribution rate
Benefit structore (% of pensionable salaries)
Final salary with 2 1/60% accrual rate 17.8
Final salary with a 1/70% accrual rate 15.4
Career average revalued earnings with a
1/60% accrual rate 14.9

If an actuarial valuation reveals a shortfall of assets compared to liabilities the Trustee must prepare a
recovery plan setting out the steps to be taken to make up the shortfall.

Pollowing consideration of the results of the actuarial valuation it was agreed that the shortfall of £663
million would be dealt with by the payment of deficit contributions of 7.5% of pensionable salaries,
increasing each year in line with salary growth assumptions, from 1 April 2010 to 30 September 2020,
dropping to 3.1% from 1 October 2020 to 30 September 2023. Pensionable earnings at 30 September 2008
ate used as the reference point for calculating these deficit contributions. These deficit contributions are in
addition to the long-term joint contribution rates set out in the table above.

Employers that patticipate in the Scheme on a non-contributory basis pay a joint contribution rate (i.e. a
combined employer and employee rate).

Employers that have closed the Scheme to new entrants are required to pay an additional employer
conttibution loading of 3.0% to reflect the higher costs of a closed arrangement.

A small number of employers ate required to contribute at a different rate to reflect the amortisation of a
sutplus ot deficit on the transfer of assets and past service liabilities from another pension scheme into the
SHPS Scheme.

Employers joining the Scheme after 1 October 2002 that do not transfer any past service Habilities to the
Scheme pay contributions at the ongoing future service contribution rate. This rate is reviewed at each
valuation and applies until the second valuation after the date of joining the Scheme, at which point the
standard employer contribution rate is payable. Contribution rates are changed on the 1 April that falls 18
months aftet the valuation date.

A copy of the recovery plan, setting out the level of deficit contributions payable and the period for which
they will be payable, must be sent to the Pensions Regulator. The Regulator has the power under Part 3 of the
Pensions Act 2004 to issue scheme funding directions where it believes that the actuatial valuation
assumptions and/or recovery plan are inappropriate. For example the Regulator could tequire that the
Trustee sttengthens the actuatial assumptions (which would increase the scheme liabilities and hence impact
on the recovery plan) or impose a schedule of conttibutions on the Scheme (which would effectively amend
the terms of the recovery plan). The Regulator is cutrently in the process of reviewing the recovery plan for
the SHPS Scheme in respect of the September 2008 actuatial valuation. A response from the regulator is
expected in due course.
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Retirement benefit schemes {continued)

The Scheme Actuary has prepared an Actuarial Repost that provides an approximate update on the funding position of
the Scheme as at 30 September 2009. Such a report is required by legislation for years in which a full actuanal valuation
is not carried out. The funding update revealed an increase in the assets of the Scheme to £1,723 million and
indicated an increase in the shortfall of assets compared to liabilities to approximately £738 million,
equivalent to a past service funding level of 70.0%.

As a result of pension scheme legislation there is a potential debt on the employer that could be levied by the
Trustee of the Scheme. The debtis due in the event of the employer ceasing to participate in the Scheme ot
the Scheme winding up.

The debt for the Scheme as a whole is calculated by comparing the liabilities for the Scheme {calculated on a
buyout basis i.c. the cost of securing benefits by purchasing annuity policies from an insurer, plus an
allowance for expenses) with the assets of the Scheme. If the habilities exceed assets there is a buy-out debt.

The leaving employer’s share of the buy-out debt is the proportion of the Scheme’s liability attributable to
employment with the leaving employer compared to the total amount of the Scheme’s liabilities (relating to
employment with all the currently participating employers). The leaving employet’s debt therefore includes a
share of any ‘orphan’ liabilities in respect of previously patticipating emplovers. The amount of the debt
therefore depends on many factors including total Scheme liabilities, Scheme investment performance, the
liabilities in respect of current and former employees of the employer, financial conditions at the time of the
cessation event and the insurance buy-out market. The amounts of debt can therefore be volatile over time.

The total pension cost for the Federation for the year was £ 631,180 (2009: £596,200).

23  Financial commitments

On 29 January 2004, the group purchased Lion Court in Holborn for the sum of £13,739,182. The
putchase was financed by a 25 year loan from the Bank of Scotland of £11,739,182 at an interest rate of
1.5% plus base. At 31 March 2010 the amount outstanding was £9,679,115 (2009: £10,126,826).

The loan is secured by mottgage charge over the building known as Lion Coutt.

On 11 June 2004, the group fixed the interest rate on £8,000,000 of the loan with the Bank of Scotland.
The interest rate on £4,000,000 of the loan was fixed for 5 yeats at 7.315% and the intetest on the other
£4,000,000 was fixed for 10 years at 7.295%. The interest fix for 5 years at 7.315% expired on 10 June
2009 and the £3,443,366 remaining on the loan allowed to float. On 22 February 2010, the company
elected to fix interest at 5.595% for 10 years on £3,318,244 to run from 11 March 2010 and £791,700 to
run from 29 April 2010.

The National Housing Federation has a tempogary overdraft facility with its bankers Lloyds TSB Bank Plc

amounting to £1,000,000, which expires at the end of June 2011. At the 31 March 2010, the overdraft
with the bank was £nil (2009: £nil).
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Financial commitments (continued)

At 31 March 2010 there were commitments to make the following payments duging the next year in
respect of operating leases on premises:

Group and  Group and
Company  Company

2010 2009
£'000 4’000
Land and buildings
Leases which expire within one year - 11
Leases which expire over five years 117 50
Other
Leases which expire within one yeat 4 6
Leases which expire within two to five yeats 45 48

Leases which expire over five yeats

24 Transactions with directors /and other related parties

During the year the Nattonal Housing Federation paid £nil (2009: £135) to Housemark for services and
received licence income from Housemark amounting to £227,500 (2009: £220,144).

National Housing Federation paid rent of £1,037,237 (2009: £1,037,237) to NHF Property & Setrvices
Limited. Ttalso paid £56,650 {2009: £65,215) for catering services. NHF Property & Services Limited
‘paid fees in respect of rents, rates and service charges to the National Housing Federation for the 1st and
20d floors of Lion Court amounting to £1,034,042 (2009: £771,962).

In the normal course of business the Housing Associations to which the directors are connected, pay
affiliation fees, acquite publications and attend training coutses of the National Housing Federation. All

of these transactions are at arms length. Affiliation fees received from members during the yeat ended
31 March 2010 were £8,358,380 (2009: £7,806,182).

There are no other refated party transactions.

25 Group and joint venture disclosures

The group and company have a 49% shareholding in Housemark Limited. Housemark’s only other
shareholder is the Chartered Institute of Housing. The National Housing Federation has 50% of voting
tights and therefote 50% of the results of Housemark Limited are treated as a joint venture.
(2) There are no inter company loans or other balances due between the National Housing
Federation and Housernark Limited.

(b) Housemark Limited's accounting reference date is 31 December. The most recent audited
accounts available are for the period ending 31 December 2009. These have been used in
compiling the Federation's group financial statements. They contained the following information:

Page 35



NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2010

Group and joint ventures disclosures (continued)

2010 2009
£ £
Profit and loss account
Tutnover 4,985,515 4,440,778
Profit after tax 276,735 148,904
Balance sheet
Gross assets 2,220,605 1,677,658
Gross Habﬂitie§ (1,429,672) (1,163,460
Net liabilities 790,933 514,198
Called-up share capital 100 100
Profit and loss account 790,833 514,098

790,933 514,198

Housemark Limited’s registered address is 8 Riley Court, Millburn Hill Road, University of Warwick
Science Park, Coventry, CV4 7THP.

26 Post halance sheet event

The Federation formed a wholly owned subsidiary company MyHome Suppott Services Limited
(Registration Number 7259007) on 19 May 2010 to provide support services to a special purpose vehicle
MyHome Finance Limited of which the Federation is the only membet at present. MyHome Finance
Limited is a company limited by guatantee and the Federation’s Hability is £1.
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