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

The directors present theit report together with the audited financial statements for the year ended
31 March 2011.

Principal activities

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

The Federation has reviewed and agtecd strategic objectives desipned to underpin our wotk for the next
five yeats. These objectives, which will be subject to annual review, are:

A. Operating Environment

Create the conditions:
s for our membets and their tenants to ﬂounsh
® by engaging with govemnment, media and other patties
s to secure favourable and flexible, finandial, legal & governance regimes

B. Membets

Help out membets:
= to perform effectively in rapidly changing conditions
e through effective communication
» and the provision of excellent suppott services

C. Federation

Ensute the Federaton:
e is well governed and run
®  has an excellent teputation and credibility
s is financially robust and operates cost effectively
e  is a great place to work

Financial results ,

Tn response to changes in the economic and operating envitonments, both generally and in the housing
sector, the Federation announced in January 2011 an organisational restructuring resulting in redundancy
and other costs of f460k. Befote the impact of these one off costs the tesult for the year was an
operating profit of £496k. Taking account of the one off costs the results for the year show a loss after tax
of £526k (2010; profit aftet tax of £810K) as shown in the consolidated profit and loss account on page
15. The teotganisation costs and tesulting loss has been funded from reserves built up in previous yeats.

Total tarnover was up by 0.9% to £16,102k. There was no increase in the affiliation fee tariff, howevet
income from affiliation fees decreased by £37k as a result of mergets and disaffiliations.

Page1




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

Operations

Out new governance armangetnents wete fully in place for this financial year. The board kept a clear focus on
cotporate risk while engaging with the strategic issues affecting housing associations. Accountability to
tembets improved through better reporting, mote focussed engagement with individual membets and
through the statemment made to the AGM by the Chait of the Reglonal Chaits Group on the performance of
the board. We provided a tange of high quality and well valued communications to members, inclnding
Newsflash, quattetly reports to boards and our Bulletin magazine. We wete also able to relaunch our website
at the end of the year to catical acclaim.

This renewed commitment to metnber accountability contributed to a significant increase in member
satisfaction as measured by onr membership sutvey. This showed that mernbers believe the Federation is an
effective soutce of adv:tce, understands the commetcial realities facing members and represents good value
fot money.

This has been a year of very considerable change for the Federation and for its membets. The lobbying wotk
we cattfed out on behalf of membets was defined by the changes made by the newly elected coaliion
povernment and the economic environment. The Comptehensive Spending Review, to which we made a
defailed submission with the Chartered Institute of Housing and the National Fedetation of ALMOs,
delivered a very disappointing 63% cut to the capital invested by goverm:nent in the delivery of new
affordable homes. A new investment framework has been developed whete housing assodlations will be able
to increase rents on some of their relets to up to 80% of market value. The framework promises more
flexibility for our members in how they use their assets and a four yeat development programme tather than
individual scheme approvals. These ate welcome changes if they ate fully deltveted. The Federation has
wotked doscly with the Homes and Communities Agency (HCA) and colleagues in govermment to ensnre
that the new system is as useful for our members as possible. Considerable concetns remain that the new
framewotk will make it hard to produce new social rented homes and any new specialist supported housing
ptovision. It will also be difficult for members in low value housing markets, especially those involved in
tegenetation, to complete large estate based projects.

During the yeat a raft of legislation which will affect housing assodations was introduced. The Localism Bill,
the Welfare Reform Bill, the Energy Bill and the Health and Social Care Bill will all have a major influence on
the operating environtent for memberts. The Federation has engaged in detailed discussions with ministers,
shadow ministers, MPs and peets to ensure members’ concems are fully understood and to shape the’
legislation so that it enables our members to continue to deliver high value setvices.

Market difficulties and the continuing economic challenges meant that the housing martket genetslly remained
slupgish. We contributed to the FSA review of the mortpage matket, atguing jo particular that shared
ownetship ‘should be reparded as just as secure as any other first time buyer mortgages. In a year whete
output of new homes was the lowest In peacetime sitice 1923 we consider it essential that mortgage finance
should be mote generally available and should in particilar help to meet the huge demand there is for the
existing shared ownership product delivered by housing associations. The mortgage rescue scheme we
designed in 2009 remained in place and remained a crocial tesson for repossession rates being lower than
anticipated.

The newly cteated regulator, the Tenant Services Authotity, was one of the otganisations to be closed by the
‘bonfire of the quangos’. Regulation will, in future, be cartied out by a repulstory committee of the HCA.
The Fedetation has continued to work with offidals to ensute that regulation is fit for putpose, adds value to
the wotk of registered providers and is proportionate. The removal of prescriptive guidance has been
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
REPORT OF THE DIRECTORS

Operations (continued)

welcomed by individual boards, efiabling them to make the decisions that affect their organisations without
having to second guess the view of the regulator.

Our successful project work continned. Once zyain, Home Truths, our analysis of the whole housing market
(father than just house sales) was a key reference document with defailed infommation presented not just
nationally and tegionally but for every local authority in the couniry. The analysis, commissioned from
Oxford Economics, provides the basis fot touch of our detailed negotiation with government and othets and
provides members with the local analysis they tequire. Other projects on planning and envitonmental
efficiency both assisted in sciting out the Federation’s views and influenced government thinking.

We ran thtee campaigns through the yeat, Breaking the Mould is a project which is part of a broader
movement to enhance the housing options available to people in latet life and to effectively ‘break the mould”
of older people’s housing. Save our Villages is desighed to ensure that tural housing authorities catry out a
- tepular assessment of housing need and put in place sttategms to meet that need. And we confinned to
catnpaign to ensure the independence of housing associations.

Last year’s report desctibed our plans to set up 2 project to deliver high quality financial setvices and
affordable credit for housing association residents and othets. My Home Finance is fully constituted and the
pilot project in the West Midlands is fully operational. We have 10 shops open which have fully demonstrated
" the need for services of this kind. The project has been a real pattnetship which has been supported by
DWP, Wates Foundation, the Royal Bank of Scotland and, crudially, members who have made a considerable
investment in the project. We are grateful to our delivery pattners, East Lancs Moneyline, for their work in
~ensuring the suceess of the pilot,

Our tenants’ contents insurance scheme, My Home Insurance, continued to gtow and we established My
Home Energy Switch to provide assistance in secuting the best value energy supplier for our members’
residents and staff. We snccessfully delivered 2,500 employment opportunities with membets and in the
Federation itself for 18-25 year olds through out partnetship with Groundwork UK under the Future Jobs
Fund progtamme, Out range of patterships with othet key civil society organisations has grown and we
have worked closely with members and ‘prime contractors” to explote how to make the government
sponsored “Work Programme’ as effective as possible.

The Federation continued to suppott its membets thtough a wide range of business and commercial
setvices. Our Annual Confetetice was particulatly highly valued by delegates i a conference programme
which was acknowledged by members to be of real value. Out publications services were again highly
effective and the Federation’s Get on Board project continues to identify new Board members for 2 wide
tange of housing assodations across the country. This supports the Fedetation’s dtive to assist in the
development of high quality cotporate governance in our sector: This work was suppotted by the
publication of a furthet revision of out Code of Governance and the widespread use by members of ont
Code of Excellence in Customer Service and Accomtz.bi]ity and Code of Excellence in Standards and
Conduct. We developed a range of hew products and services tbroughout the yeat to tespond io the
changing needs of members.

Our work with HouseMark, the company jointly owned zs a joint ventute patrtmership with the Chartered
Institute of Housing has continued to grow and expand during the year. We continued to work with
HouseMatk in developing Procutement for Housing as a major part of outr support for effidency
measures through procurement throughout our sectot. The Federation’s offices at Lion Coutt continued
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
REPORT OF THE DIRECTORS

~ Operations (continued)

to be fully utllised. The scparately rnla.naged Lion Coutt Conference Centre tetained its position as one of
the best used and most ]:ughly valued conference centres in central London, and delWetcd a highly
successful outturn with an increase in occupancy despite the economic downturs,

The Federation has itself been very focussed on cost control. We made a number of dedsions duting the

year which have led to a reduction in our overall staff numbers and resulted in the dosute of our office in

Birmingham. This streamlining has reduced our overall cost base but has been implemented in such a way

that our focus on direct delivery of services to membets will be enhanced. Some of the exceptional one

off costs associated with the resttuctute have been funded from teserves built up over the past two vety
" strong finandial yeats as part of our strategy of balancing surpluses and losses over 2 numbet of years.

These changes have, of coutse, been difficult for many of our staff and the Directors particulatly wish to
express their appreciation of the very high quality work done by our staff in these challenging times.

Risks and uncertainties
As outlined 2bove, 2010/11 has seen the most fundamental changes for ma:ny years n the opetrating
envitonment for Federation members.

The new investment framework, together with legislation announced, and now being enacted, will
hopefully provide more flexibility. There ate howevet uncertainties about the eventual impact of the
changes and how out membets, both a5 a whole and individually, will react to and deal with them. Wil the
new investment framework deltver the Goveriment’s objectives in terms of new homes? How in practice
will it impact our members” zbility to raise finance and at what cost? How will the planning environment
impact locally? How will welfare reform impact on membets’ tenants and theit ability to afford rents? Will
there be incteased uncertainty about the flow of rental income to our members?

Choices available to our membets regatding their strategies will be wider than previously. This may lead 1o
more vatied expectations of what members require from the Federation, and their willingness / ability to
pay. Consequently the Federation will need to become ever mote responsive to members’ requirements,
on occasions having to balance different views of what the Federation should be doing and how it does it.
Mote detail of how we intend to addtess this, is set out in this Report under Future developments.

Intcmally the Fedetation has upgra.dcd its focus on tisk as part of the ongoing chmges to its povetnance
tegime. The Tetms of Reference for the Federation Audit & Risk Management Committee have been
reviewed and revised A new Risk Management Policy / Pramewotk has been developed, and sisk
repotting / review processes have been sttengﬂlened. More compn:hf:nslve business planuning processes
have also been introduced.

The risks znd uncertainties relating to the housing sector also need to be viewed in the context of the
wider economic, social and political uncertainties. Govemment is cutrently attempting fandameital
teform in many ateas, agzinst the background of bringing the UK’s fiseal deficit under control and
inténded teductions in public expenditure greater than achieved in living memory. The results of this
process are unclear and may lead to further changes at some point for the housing sector, the Fedetation
zhd its membets.
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_ NATIONAL HOUSING FEDERATION (A COMI’ANY LIMITED BY GUARANTEE)
REPORT OF THE DIRECTORS

Future developments

In support of our ob]ecllvcs and to meet our mission to suppott and promote the wotk of housing
associations and campaign for better housing and neighbourhoods, in 2011 /12 we will wotk with members,
goverhment, partners and othets to

s Assist in shaping welfare reform through seeking amendments to the Welfare Refortn Bill

s Influence the new investment framework to ensure that our membets can conttibute to building the
homes we require, offer social, neat matket and market rents, offer shared ownership and other '
toutes into affordable home ownership, offet high quality supported housing, help to tegenerate
failing housing markets and ensure that our mtal towns and villages remain dynamic through the
building of necessary new homes

s Promote setvices for vulnerable 2nd older people, with a particular focus on ensuring that health and
social care setvices iavest in housing and housing related suppott and on ensuring the continuation
of revenue funding support for those who need it most .

e Shape the localism and ‘Big Soclety’ agenda to ensure that local people have the tools they nced to
shape the delivery of new services and that the planning system is based on a presumption in favour
of sustainable development

» Heclp members to delivet greener homes throngh influencing the Enetgy Bill and ensuting that the
Green Deal works fot housing associations and theit residents

e Protect the independence of housing associations so that they have freedom to deliver the vital
setvices they provide in a way which is cost effective and best meets local needs

. Suppott the sector in nepotiating the detail of new accounting standards
s Continue to deliver high quality commercial setvices which support the work metnbers do
» Explore the Work Programme and other government sponsored measures that help membets create
' jobs and apprenticeships

e  Build futther on the chaugcs we have a]ready introduced to out IT systetns and website to secute
futther improvéments in e commetce

e Ensure the Federation is fit for both present and future purpose by cons1dcnng with members ideas
on out future size and shape

In carrying out these activities we will continue to invest in out regional network to ensure our lobbying is
informed by and reflects a foll understanding of regional and local issues. We will work with key partners
including the Chartered Institute of Housing, The National Federation of ALMOs, CECODHAS Housing
Europe, the three other UK housing federations and othets as appropriate to ensure the voice of affordable
housing js dleady heard We will continue to invest in the further development of the talent in our most
important resource — our staff team.

The Fedetation will also undertake a review of its business strategy to ensure it provides the service that
housing zssodiations will need in the future, whilst delivering great value for money.

" Reserves
The loss after tax of £526k (2010: profit after tax of{810k) has been transferred to reserves as set out in
note 15.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE) :
REPORT OF THE DIRECTORS !

Fixed Assets

Movements on fixed assets are disclosed in note 6. The ditectots have decided to change the previous
policy of catrying frechold property on an existing use valuation basis. Under this policy fluctuations in
the valuation of Lion Coutt impacted on depredation charges and the profit ot loss repotted by the
Fedetation, and may in the view of the ditectors impact inapproptiately on the affiliation fees levied on
“membets on an annual basis. The board has decided to adopt the policy of cartying freehold property at
original cost less depreciation, which will also be the required zccounting policy uader IFRS if
implemented as cutrently drafted. The effect of this has been to reduce the revaluation reserve from
£2,033,000 to zeto and to increasc the carrying value of Lion Court to £13,326,877. “This figute is made
up of the otiginal cost of £14,801,894 (being original purchase price of £13,739,182 plus additional plant
and machinety) less depreciation of £1,475,017 for the years since the purchase in 2004, The cotnpatative
figures fot the ptevious year have been adjusted to reflect the change in accounting policy. Lion Coutt was
valued by Strutt & Patket at 31 Matrch 2011 on a vacant possession basis of £12,980,000 and on an
existing use basis of £18 670,000. Thete is considered to be no petmanent dininution in the vale of the

 propetty.

Directors
The following were Directots of the company at 31 March 2011 and 1 Apxil 2010:

Name Organisation ‘
Ann Santry (Vice Chait) Sovereign Housing Group Ltd
David O ) MNational Housing Federation :
Jane Bames " East Thames Group ) '
Keith Exford {tresigned 22 Septembet 2010) The Affinity Sutton Group
Lindsey Williarms Futures Housing (Group
Matthew Gardiner Trafford Housing Trust
Matthew Taylor {Chalr) : Independent
Michael Kent Bromford Housing Group
Paul Tennant The Orbit Group
Shena Latto (resigned 22 Septembet 2010) ' South Shtopshite Housing Limited
. Sinead Buiters Aspite Housing Association
Victotia Stark - Lock Ahead Housing and Care
Tetry Stacy (appointed 22 September 2010) Island Homes
Peter Williams (appuointed 22 September 2010) Thatnes Valley Housing Association

The Fedetation is gi'ateﬁﬂ for the service which all of the members have given to the sector throngh their
role as Directors.

Board and Officers’ Liability Insurance

During the year the Federation maintained insutance cover to provide indemnity to the members of the
Board and officets of the company in respect of losses atising from any claim or daims made against them
jointly ot sevetally by reason of any wrongful act committed or alleged to have heen cotrumitted by them in
. connection with the performance of their duties as the Board or officers of the company.

Corporate Governance

The National Honsing Fedetation is a pHvate company limited by guarantee, with no share eapital or
dividend The operation of the Federation is govemed by its Memorandum and Articles of Assodation.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GI.IARAHTEE)
REPORT OF THE DIRECT ORS

The Board has adopted the Federation’s code of governance, Excellence in governance 2010 and is
satisfied that # complies with the main principles and provisions in the code. It will assess compliance
each year.

The Board
The Board comprises twelve members. The fiduciaty duties arc the same as any other director under
company law. Board members are elected by the membership of the Federation at the Annual General
Meeting (AGM) following an open fecruitment led by the nominations committee who then seek
agreement by the boatd The Buard deals with the policy, strategy and business effectiveness of the
organisation.

The Board’s Commitment to Accountability

The Boatd is committed to integrity and accountability in the management of the Federation’s affairs. The
Federation’s main mechanism for accountability by the Board to its members is the AGM. The AGM gives
membets the apportunity to heat from the Chair and Chief Executive about how we have performed in the
year, both in the wotk it catties 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 Chair of the Regional Chaits’
Gtoup (RCG) provides an assurance statement to membets at the AGM which outlines the group’s
engagement with the Federation Board znd its satisfaction that the Board has fulfilled its role. At the annual
board away day, the RCG is ifivited to attend and wotk with the Board to statt the business planning process.

The Audit and Risk Management Committee continues to provide detafled scrutiny of the Federation’s
finances. It also has placed more emphasis on the risks the Federation faces as a business and how sk 1s
embedded in the culture of the otganisation. The committee closely monitors projects that have a significant
cost to ensure the money is being spent wisely and that, where possible, the pro]ecix tesult in efficiendes for
us as a business and teal benefits for our members.

' The Board has a register for declatations of intetest. There 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 directors ate responsible for preparing the financial statements in accordance with applicable law and

regulations.

Cornpany law requites the directors to prepare finandial statements for each financial year, Usnder that law
the directors have elected to ptepate financial statements i accordance with United Kingdom Accounting
Standatds (United Kingdom Generalty Accepted Accounting Practice). The financial statements are

required by law to give 2 true and fair view of the state of affairs of the company and of the profit or loss
of the company fot that period. In prepating these financial statements, the directors are reqmredto

e  select suitable acconnting polides and then apply them consistently
¢  make judgements and estimates that ate reasonable and prudent

e state whether applicable UK Accounting Standards have been followed, subject to afy matetial
dcparturcs disclosed and explained in the finandal statements . ‘
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
REPORT OF THE DIREC'I'ORS

* prepare the financial statcments on the going concem basis unless it is inappropsiate to presume that
the company will continue in business.

The directors are responsible fot keeping adequate acconnting 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 tesponsible for safeguarding the assets of
the company and hence for taking teasonable steps for the preventlon and detection of frand and other

itregularities.
In so far as the ditectors are aware:
» ihete is no relevant audit information of which the company's auditots ate unaware; and

» the ditectors have taken all steps that they ought to have taken to make themselves awate of any
relevant information and to establish that the auditots are awate of that information.

The ditectors are tesponsible for the maintenance and integtity of the cotporate and financial information
included on the company's website. Legislation in the United Kingdom govemning the ptcparauon and
dissemination of finandial statements may differ from legislation in othet jutisdictions.

Committees of the Board
The Board delegates some atezs of its wotk to:

. the Executive Committee
. the Audit and Risk Management Committee

. the Nominations Committee

The Executive Committee

This comprises the Chait, Vice Chair, chair of the Audit and Risk Manhagement committee and the Chief
Executive. It conducts Federation Haison with the TSA and HCA_ parther otpanisations and other bodies.
It is also tesponsible for ensuring that the wotk of the Board and its Committees is effectively co-
otdinated at mcmbcr level. The Fxecutive Committee is 2lso the Federation’s Remuneration Committee.

Audit and Risk Management Committee

‘The Audit and Risk Management Committee advises the Board on the standard of interal control and
systems. It also reviews and co-ordinates the internal andit programme, 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
Fedetation membership including the chair of the Regional Chairs’ Group (RCG). It leads the annual
board member tecruitment programme, shortlisting and intetviewing applicants and makes
tecommendations to the board for agreement and final ratification zt the AGM.

Federatlon Staff

The Fedetation employs approximately 139 staff; 26 are based in our regional offices, with the temainder
at Lion Court. All staff are responsible to and governed by the Board through the Chicf Executive.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
REPORT OF TI—IE DIRECTORS

Internal Audit -
The Fedetation has an internal audit function, cutrently provided by Mazats who wete appointed in June
2010, - The conttact for internal audit setvices was initizlly tendered for three years and will be reviewed
annually by the Audit and Risk Management committee.

Tntetnal (and external) mditors have ditect access to the Audit Committee.

Planning and Reporting

" The Federation works to a five year business plan which is reviewed and updated cach yeat and agrccd by
the Boatd. Annual budgets ate also prepared and approved by the Board. Financial performance against
the budget is reviewed monthly by the Chicf Executive and the Leadership ‘Team with the fotecasted out
tuen for the year. Financial and operational performance is reviewed by the Audit and Risk Management
committee at each of theit meetings with a summary report on key issues sent to the Board at each of its
meetlngs, using dedicated financial reports.

Risk Management Procedures

The Chief Exccutive and Leadership Team assess the dsk of any decisions they make at their monthly
" meetings updating the Risk Register whete necessaty. All papets produced for committees and the Board
consider the tisks involved and actions taken to reduce such risks. A regulatr teview of controls and
systems are cartied out by each budget area with the zim of updating the Risk Register. This is teviewed by
the Audit and Risk Management Committee at each of their meetings. The Risk Register and papets are
teviewed by the Audit and Risk Management Commiitee and Board in setting business strategy for the
succeeding year and incosporated into the Business Plan and cotporate strategy documents.

Auditor

Grant Thornton UK ILP, having exprcssed their wﬂhngness to contitue 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 THE BOARD
L '
-

Stephen Bull
Company Secretary

Ay
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° GrantThornton

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 Federation for the year ended -

31 March 2011 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 recognised gzins and losses, the group note on histotical gains and losses and notés 1 to 26. The
financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

This repott is made solely to the company's members, as 2 body, in accordance with Chaptet 3 of Part 16
of the Companies Act 2006. Qur audit work has been nndertaken so that we might state to the cotmnpany’s
tmembers those matters we are requited to state to them in an anditors' tepott and for no other putpose.
To the fullest extent petmitted by law, we do not accept ot assume tesponsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opin.tons
we have formed.

Respective responsibilities of ditectors and auditors

As explained more fully in the Responsibilities of the Boatd and National Council set out on pages 7 and
8, the directors ate tesponsible for the preparation 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 requtte us to
comply with the Auditing Practices Board's (APB's Ethical Standards for Auditors.

Scope of the audit of the financial statements
A desctiption of the scope of an audit of fitandal statements is provided on the APB's website at
www.frc.orguk/apb/scope/ptivate.cfm.

Opinion on fnancial statements
" In our opinion the finandisl statements:

®  give a true and fair view of the state of the group's and the parent company’s affairs as at
31 March 2011 and of the group’s loss and parent company's loss for the year then ended;

¢ have been propetly prepared in accordance with United Kingdom Generally Accepted Acconnting
Practice; and

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

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors' Report for the financial yeat for which the financial
staternents are prepared is consistent with the financial statements.
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0 GrantThornton

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

' Matters on which we are required to mporl:' by exception
We have nothing to repost in respect of the following mattets whete the Companies Act 2006 requires us to

tepott to you if, in our opinion:

s adequate accounting records have not been kept by the parent company, or returns adequate for cur
audit have not been teceived from branches not visited by us; or

» the patent company financial statetments are fot in agreement with the accounting records and
refums; ot
cettain disclosures of ditectors’ remuneration specified by law are not made; or

& we have not received all the information and explanations we requite for our audit.

Ch | (NS, AJQ
Carol Rudpe

Seniot Statutory Auditot

for and ot behalf of Grant Thornton UK T.LP
Statutory Auditot

Chattered Accountants

Londoa

|3J\>13 2011
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
PRINCIPAL ACCOUNTING POLICIES

Status

The National Housing Federation is a company limited by puarantee, The liability of members, of whom
there are 1,085 (2010: 1,153) is limited to £1 pet member. The Fedetation's group comprises two wholly
owned subsidiaries, National Housing Federation Investments Limited and NHF Property & Services
Limited. :

Basis of Preparation
The finandal statetnents have been prepared under the historical cost convention, and in accordance with
applicable United Kingdom accounting standards.

The principal accounting policies are set out below and changes from the previous petiod are explained in
note 26 under Prior Year Adjustments.

Basis of Consolidation
The group finandial statements consolidate those of the company and of its subsidiary undertalungs draw:n
up to 31 March 2011, Acquisition of subsidiaties are dealt with by the acquisition method of accounting.

‘The financial statements present information about the group as 2 whole. The group owns 49% of the
issued share capital of Housemark Limited, which is shown separately from the group’s infotmation as a
joiit venture as required by FRS9. The group also owns shares in The Housing Finance Corporation.

Income
Tuthovet includes .
e affiiation fees received from members;
*  the total amount recefvable by the company for goods supplied and setvices provided, excluding
VAT; ‘

All income is accounted for on a recetvable basis. Rental income is shown net of all outgoings.

Tangible Fixed Assets and Depreciation .
Tangible fixed assets are stated at cost, net of depreciation and any ptovisions for impairment.

Depreciation is provided at rates which ate calculated to write off the cost of tangible fixed assets by equal '
annuel instalments over the following estimated useful Jives_.

Freehold buildings 44 - 50 years
IT hardwate and software 4 vears
Office equipment and fumitare 7 years
Plant and machinery 14 - 20 years

‘No depteciafion is provided on freehold land. Deprecdiation is charged monthly from the petiod of
acquisition ot commencement of use, up untl the period of disposal.

Goodwill
Amortisation of purchased goodw:ﬂl is provided at a rate which will write off the entite value of the asset
over 20 yeats,
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
PRINCIPAL ACCOUNTING POLICIES '

" Stock
Stock is stated at the lowet of cost and net tealisable value. Cost includes materials and production
ovetheads. Net tealisable value is based on selling price less relevant marketing, sclling and distribution

‘costs.

Investments ‘ : :
Tnvestments 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 contibutes to a multi-employer defined benefit scheme, but the company is unable to
separately identify its shate 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 fo the
income and expenditute account so as to spread the cost of pensions over the service lives of employees.

Operating Leaseé _
Rental costs undet operating leases are chatged to the income and expenditure account in equal annual
amounts ovet the petiods of the leases.

_ Reserves ' ‘

The Genetal Reserve is a long-tetm safeguard against unexpected shortfalls in the commetcdial areas.

The Committee Resetve was a reserve set up on the closure of tegional bank accounts teptesetiting
amounts owing to Practitioner groups. '

Reserves arc designated by the Board when special projects are identified and feserves are specifically
allocated. ' : :

Taxation
Provision is made for taxation on rents received, interest and on the trading sutplus 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 fiufure, or a tight to pay less tax in the future, have occutred by the
balance sheet date Deferted tax on defined benefit pension scheme surphuses or deficits is adjusted
against these sutpluses. Deferred tax assets are recognised when it is more likely than not that they will be
recovered, Deferred tax is measured using rates of tzx that have been enacted ot substantively enacted by
the balance sheet date. '

VAT recovety is accrued on the basis of a pattial exemption formmla zgreed with HM Customs and
Fxdse on 23 Augnst 2004 which was effective from 28 January 2004. Amounts ate included in the
income and expenditute account and in the balance sheet grass of VAT whete the VAT is teclaimable
under this formula. The company is in a VAT prouping with its subsidiary company, NHF Property &
Services Limited. :
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
PRINCIPAL ACCOUNTING POLICIES

Prior Year Adjustment

The priot year compatatives have been adjusted to reflect the revaluation of Lion Coutt back to histofical
depreciated cost. The effect of this has been to reduce the tevaluation teserve to nil from £2,033k and the
net asset value of tanpible fixed assets to £15,852k from £13,958k. (See note 26).
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the year ended 31 MARCH 2011

Note
Tutnover .
Continning opetations: group and shate of joint venture's tumover
Less: share of joint ventute's tutnover 2
Group tumover 1
Total turnover
Other operating income: rental income
Total turnover
Administrative expénscs : 1
Réofganisaﬁon costs : ' 1
Group operating (loss)/profit before share of joint venture
Share of opcr:aﬁng‘proﬁt in joint ventute 2
Group operating pruﬁt
Interest payable : 3
Interest teceivable and sitnilar income . 3
(Loss)/profit on ordinary activities before taxation
Tax on (loss)/profit on ordinary activities
Share of tax on (loss)/ptofit on ordinary activities in joint venture 2
(Loss)/ I;mﬁt on ordinary activities after taxation transferred to
TESEIVes 15

All transactions arise from continuing operations.

2011 2010
L£'000 £000
(Restated)
16,102 15,966
: (2,592) (2,493)
13,510 13,473
13,510 13,473
736 722
14,246 14,195
(13,879  (13016)
(460) -
93) 1,179
129 177
36 1,356
(561) (563)
28 14
497) 807
- 43
(29) {40)
(526) 810

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

COMPANY PROFIT AND LOSS ACCOUNT

For the yeat ended 31 MARCH 2011

Note
Tutmover
Continuing operations ‘ 1

Othet gpetating income:
Rental income

Total tumover

Administtative expenses 1
Reorgantsation costs ‘ 1
Operating (loss)/profit

Interest payable

Interest teceivable and similar income

{Loss)/profit on ordinary activities before taxation

Tax on profit on ordinary activities 5

(Loss)/Profit on ordinary activities after taxation transferred to
resetves ' : 15

All transactions atise from continuing operations.

2011 2010
£'000 £1000
13,510 13474

2 17
13,512 13,491
(13,116)  (12,407))

(460) -

(64) 1,084
26 13
(38) 1,097
(38) 1,097

There were no -recogﬁjsed gains or losses other than the profit for the finandial year.

The accompanying accounting polides and notes fotm an integtal part of these financial statements.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARAH'I"EE)
CONSOLIDATED AND COMPANY BALANCE SHEETS

For the year ended 31 MARCH 2011

Fixed assets
Goodwill
Investmenis

Tang[bie fixed assets

. Current assets

Stocks - publications
Debtors

Cash at bank and in hand

Creditots: amounts falling due
within one year
Net current (Liabilities)/ assets

Debtors: amounts falling due after
more than one year

Total assets less current liabilities

Creditors: amounts falling due after
more than one yeat

 Share of gross assets in joint venture

Shate of gross liabilitics in joint venture
Shate of net assets ih joint venture

Deferred taxation

Net assets

Capital and reserves
" Profit and loss tesetve

The financial statements wete apptoved by the Board of

behalfon \'¢ } “\‘3 2011.
Matthew Taylor -Chair

-

Company registration no: 302132

Note

~ o

i1

10

12

25
25

14

15
16

Group  Company Gtoup  Company
201 2011 2010 2010
£'000 £000 £1000 £000
(Restated)
359 - 391 -
10 541 - 531
15,852 707 15,990 615
16,221 1,248 16,381 1,146
84 84 86 86
977 5,492 982 4,694
2,646 2,628 3,606 3,596
3,707 8,204 4,674 8,376 ‘
(6,317) (5,785) (6,326) .817)
(2,610) 2.419 (1,652) 2,559
- 3,500 - 3,500
13,611 7,167 14,729 . 7,205
@.727) - (9.217) -
1,103 - 1,111 -
(605) (715) -
498 - 396 -
5,382 1,167 5,908 7,205
5,382 7,167 5,908 7,205
5,382 7,167 5,908 7,205

Ann Santry - Vice Chair

Directors onlz .\u!l?.ol\ and signed on their

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

CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 MARCH 2011

Note

Net cash inflow from operating activities 17

Retums on investments and setvicing of finance
Interest teceivable '

Interest payable ]

Net cash outflow from returns on investments and setvicing 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 (cutflow)/inflow before use of liquid resoutces

(Decrease)/increase in cash 18,19

2011 2010
£'000 L1000
706 2711
28 14
(561) (563)
(533) (549)
(669)  (310)
(669) (310)
(496) 1,852
(496) 1,852

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)
Otber Pamary Statements

Fot the yeat ended 31 MARCIH 2011

Consolidated statement of total recognlised géins and losses

Note 2011 2010
£000 £7000
- : (Restated)
(Loss)/profit for the finandal year ‘ 15 (526) 810
Total gains and losses recognised relating to the year 526) _ 810
Priot year adjustment to restate tangible fixed assets to cost 26 2,033 -
Total gains and losses recognised since last annual tepott 1,507 810
Consolidated note of histotical cost profits and losses _
: 2011 - 2010
£7000 £7000
Reported {loss)/profit on ordinaty activities after taxation 15 (526) 810
Historical cost profit on ordinary activities after taxation (526) 810

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

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2011

Turnover and profit on ordinary activities before taxation

The tumover and profit on ordinaty activities before taxation is attributable to the following 2s follows:

2011 2010

£'000 £000

Affiliation fees . 8,321 8,358
Gtants _ 452 169
Insuratice commmission _ , - 50
Conferences, training and publications . 4,595 4,743
Other income : 142 153

Company _ 15,510 - 13,473
Othet income . : - -
Group : 13,510 13,473
All income in the cutrent and preceding year is detived from United Kingdom operations.

The surplus on ordinaty activities before taxation is stated after adwministrative expenses of:
2m 2010
£'000 £000
(Restated)

Staff costs (hote 4) excluding those in reotganisation costs ( see note below) 6,658 6,607
Depreciation 233 255
Auditors' remunetation:

- audit services ' : 30 28
‘- non-audit services 19 8
Charges on operating leases on premises 132 171
Reprganisation costs (see note below) 460 -
Othet opetating cliarges 7 , " 6,044 5,338
Company : 13,576 12,407
Deptedation 314 258
Other operating charges 449 351
Group ' 14,339 13,016

Duting the year a testtuctuting took place which led to a reduction in the overall staff numbers and the
closure of the Birmingham office resulting in a one off cost of £460k which has been finded from

reserves built up in previous yeats,
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2011

Share of joint venture's results

Further infortnation on the Federation's joint venture is disclosed at notes 7 and 25. Summaty income

and expenditure information for Housematk is:

Group Year

Year Group
ended 31 share ended 31 share
December (50%) December (50%)
2011 201 2010 2010
£'000 £'000 £000 £7000
Housematk tothovet . 5,184 2,592 4,986 2493
Housemark opetating costs (4,925) (2,4463) (4,632) (2316)
Opetating profit 259 129 354 177
Intetest receivable 3 1 2 1
Profit on ordinary aciivities before tax 262 130 356 178
'Tax on profit on ordinary activities (58) (29) (80) (40)
Net profit ) 204 101 276 138
Interest payable and similar charges ‘
2011 2010
£'000 1000
Interest payable
On bank loans and overdrafts 561 563
Interest teceivable
Bank 28 14
Directors and employees
Staff costs during the year were as follows:
' 2011 2010
~ £'000 £'000
Wages and salaries (leadership team) 466 445
Wages and salaties {othet staff) 5,048 4,869
Sodial security costs (leadetship team) 52 49
Social security costs (other staff) M1 421
Qthet pension costs {leadership team) 65 64
Other pension costs {othet staff) 586 567
Tetminatioh costs ¥ 192
7,035 6,607
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2011

Directors and employees (continued)
The average number of employees of the company during the yeat was:

2011 2010

Number Number

Senior management team ' : ! 4
Other staff ' 140 135
‘ 144 139

All employees wete employed i the Fedetation's pdncipal activity.

The amounts set out above include remuneration (excluding pension contribﬁﬁons) in respect of the
highest paid officez, the Chief Executive who is a board director as follows:

2011 2010
£'000 £1000
158 158

Salary

The Chief Executive and the leadership team are ordinaty members of the Sodal Housing Penision .
Scheme and participate in the scheme on the same basis as all other staff.

The Chair was paid £15,000 (2010:£7,500) for his setvices. No remuneration was paid to any other
member of the Board othet than the Chief Execntive {2010: nil).
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2011

Tax on {loss)/profit on ordinary activities
{a) Analysis of the tax credit for the year

'The tax credit is based on the (loss)/profit for the year and represents:

Gronp  Company Group  Company
20 2011 2010 2010
£'000 L£1000 £1000 £'000
Current tax:
United Kingdom corporation tax at 28 % :
(2010: 28%) : - - - -
Adjustments in respect of prior years . - - - -
Deferred taxation:
Timing difference, otigination and reversal - - (43) -
- - (43) -
(b) Factors affecting current tax credit
" 'The tax assessed for the yeat is lower than the
standard fate of cotporation tax in the United
Kingdom of 28% (2010: 28%). The
.diffetences ate explained below:
(Loss)/profit on ordinary activities before tax . (526) (38) 810 1,097
(Loss)/profit on btdinzry activities before tax
multiplied by the standard rate of corporation
tax of 28% (2010: 28%) : (147) 1) 226 307
Effect of: ‘
Expenses not deductible for tax purposes 75 52 57 67
Capital allowances for the period in excess of o
depreciation (32) (30) 1) 12 -
Group relief of current year losses ‘
Increase/ (utilisation) of trading losses 165 50 119 20
Profit on mutual trading aciivities (61) (61) (381) (382)
Current tax chatge for period - - - _
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE) |

NOTES TO THE FINANCIAL STATEMENTS

For the yezt ended 31 MARCH 2011

Tangible fixed assets
Group

Improve-

Office
equipment ments to
Freechold Plantand Computer and leaschold
property machinery equipment fumiture premises Total
£'000 £'000 £'000 £'000 £'000 L'000
Cost/value
At1 Aprl 2010 (as previously
stated) 12,300 1,143 1,644 - 927 58 16,072
Prior Year adjustment 2,820 481 - - - 3,301
' 15,120 1,624 1,644 927 58 19,375
Additions 77 - 533 16 33 659
Tisposals - - 277 (50) (327
At 31 March 2011 15,197 1,624 1,900 893 9 19,705
Deprediation
At1 Aprl 2010 (as previously
stated) 200 5 1,210 689 10 1,114
Prot Year adjustment T8 494 - - - 1,269
975 499 1,210 689 - 10 3,383
Ptovided in the year 179 81 175 102 10 547
Disposals - . @7 00 9
At 31 Macch 2011 1,154 580 1,358 741 20 3,853
Net book amount at
31 Match 2011 14,043 1,044 542 152 " 15,852
Netbook amount at .
31 March 2010 14,145 1,125 434 238 48 15,990
Included in freehold property is 2n amount of £6,921,351 in respect of frechold land which is not subject
to depreciation, ’ :

The Board has dedded to value the freechold property at cost. The adjustment to reflect this incteases the
value of Lion Coutt in the financial stafements to £ 13,326,877 which is the original cost of £14,801,894 .
less accumulated depreciation since 2004. The cost inchudes assets classified as freehold property phs
plant and machinety deemed to fottn patt of the cote fabric of the building.

The company's freehold propetty Lion Coutt has been independently valued at 31 March 2011 to by
Strutt & Patker who ate members of the Royal Institute of Chartered Sutveyors. The valie based on
vacant possession was £12,980,000 and £18,670,000 based on existing use i.e. let to the National Housing

Federation an a 25 yeat lease.

The accounts have been restated in pror years to reflect the change in acconnting policy.

The effect of the change in accounting policy was an increase in depreciation of £22k in the yeat and the

change in the value to cost of Lion Court.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)
NOTES TO THE FINANCIAL STATEMENTS

‘ For the yeat ended 31 MARCH 2011

Tangible Fixed assets {continued)

Company

- . Cost
At 1 Apnl 2010
Additions
Disposals
At 3_1 March 2011
Depreciation
At 1 April 2010
Provided in the year
"Disposals
At 31 March 2011

Net book amount at 31 March 2011

Net book amount at 31 March 2010

Investments

Office  Improve-

equipment  ments to

Computer and  Teaschold
equipment farnitute  Premises Total
£'000 £'000 £’000 L1000
1,617 574 58 2,249
530 13 32 575
(277) 49 - (326)
1,870 538 90 2,498
1,187 437 10 1,634
173 50 10 233
7 (49) - (76
1,333 438 20 1,791
537 100 70 T07
430 137 48 615

The Federation owns one £1 otdinaty share in The Housing Finance Corporation Limited, repl:cscnﬁng
one-seventh of the nominal value of the issued share capital of the Industrial and Provident Society. This
Industrial and Provident Sodety assists housing associations and related charities in tatsing fonds for
capital projects and is incorporated in Great Britain.

The Fedetation owns 100% of National Housing Federation Investments Limited, which itself owtis a
49% ondinary sharebolding in Housemark Limited. The total value of the 1 investment | is £531,166 in the

compmys balance sheet.

The Federation owns 100% of NHF Property & Services Limited which owns Lion Coutt, the
Fedetation's head office and conferenice centre. -

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

within the Financial Services Anthority.

"The Federation sold its status sutvey business to Peedback Services Limited on 11 July 2008 in return 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 2011

Investments (continued)

The Federation invested £10,000 in Third Sector Consortia Management LLP a company delivering and
tnanaging public and community services during the year. The company made profits before tax of £395,000
for the year ended 31 March 2011. The Fedetrations shate of the profit was £39,500 and estimated tax due
was £11,000. No provision has been made for either the Federation’s shate of the profits or the tax due in

these statemnents.

The Fedetation has a £25 shate in a My Home Finance Limited a company limited by guatantee. The
company provides finance to members of the public who ate unable to obtain credit from reputable
otganisations. At 31 March 2011 the Fedetation held £968,762 ont behalf of My Home Finance Limited
which 1s not included in the Federation’s cash at bank and in hand.

National Housing Federztion Investments Limited Investment company

NHF Property & Services Lid
Housematk Lixc.lited

Feedback Services Limited

Third Sector Consortia Management LLP

My Home Finance Limited

NHEF Properiy & Services Lid

Feedback Services Limited

Thitd Sectot Consortia Management LLP
Other

Group

Nationzl Housing Fedemtion Investments Limited

Company

100%%
Property Owning and Confetence
Facility/Meeting Room providers 100%
Provider of benchmatking services to
Housing Sector 49%
Provider of status sutveys to Housing
Sector 10%
Company delivering and managing
public and community services. 10%
Ptovider of finance to those unable
to obtain ctedit from reputable
organisations - 10%
2011 2010 .
£/000 £000
10 -
10 -
531 531
541 531

A fair value review of the gross assets and liabilities of Housemark Limited was carried out with the result
that none of the cattying values of the assets ot liabilities wete zltered for the goodwill caleulation, No
drcumstances have arisen which would indicate that the carrying amount of the goodwill (in the group's
balance sheet) or the investment (in the balance sheet of National Housing Federstion Investments
Limited) are impaited. However, mansgement has considered Housematk's petfottnance against its
busiress plan since the acquisition date and is content that no impairment has occurred.

Page 26




10

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2011

NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

Goodwill (continued)

As set out in the accounting policies, purchased goodwill is amortised over a period of twenty yeats.
Management is of the opinion that such a period realistically reflects the expected useful econormic 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 ate chatged to the income and expenditure
account monthly: The following recondiliation of movements in goodwill is disclosed. :

Cost
At 1 April 2010 and at 31 March 2011

Accumulated amottisation:
At 1 April 2010

Chatge for the petiod
At 31 March 2011

Net book amount at 31 March 2011

At 31 Match 2010

Stocks

Stock fot resale

Debtors
Amounts due in less than one year:

Trade debtots

(Othet debtots

Prepayments and accrued income
Amounts doe from group undertakings

Amounts due after more than one yearn
Amounts due from group undettakings

Group

£'000

639

32
280

359

391

Company Group Company

2011 - 201 2010 2010
£'000 £'000 £1000 £'000
84 84 86 86
Group  Company Group  Company
2011 201 2010 2010
£1000 £'000 £000 £1000
479 439 469 272
39 39 44 44
459 459 469 469

- 4,555 - 3,909

977 5,492 982 4,694

- 3,500 - 3,500

A non-interest bearing defetred lozn was made to the company's subsidiary undertaking, NHF Property &
Services Timited in Jatruary 2004 to assist in the financing of the purchase of Lion Coutt, a propetty
owned by NHF Property & Setvices Limited. At 31 March 2011 the zmount outstanding on the loan was
£ 3,500,000 (2010: £3,500,000), to be repaid 20 yeats from date of issue.

The company has agreed not to recall the intercompany balance of £4,555k fot twelve months from the
date of signing these accounts unless NHF Property & Sctvices Limnited has the availzble funds to make

the payment.
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS

Fot the year ended 31 MARCH 2011

Creditors: amounts falling due within one year

- Company

Grtoup Company Group
201 2m 2010 2010
. 4'000 £'000 £1000 £1000
Bank loan (note 13) . 488 - 462 -
Trade creditors 329 329 406 406
Cotporation tax - Co- - -
Other tax and social security 251 251 288 288
Other creditors . 151 . 1114 122 122
Accruals and deferred income 5,098 4,091 5,048 5,001
6,317 5,785 6,326 5,817
Creditors: amounts falling due after more than one year
Group Company Gtoup  Company
201 201 2010 2010
£'000 £'000 £000 [1000
Bank loan (note 13) 87 - 9,217 -
Creditors: Capital instruments
Creditors include bank loans which are due for repayment as follows:
Gtoup Company Group  Company
2011 2011 2010 2010
£'060 £000 £000 £000
Amounts repayable: '
In one year or less or on demand 488 - 462 -
In more than one yeat, but not mare than two :
years A 521 - 489 -
In more than two yeats, but not more than :
five yeats 1,754 - 1,656 -
In more than five years 6,453 - 7,073 -
. 9,216 - 9,680 -
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS

" For the year ended 31 MARCH 2011

Deferred taxation
Group

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

2011 2010
£'000 £000
Provision for deferred tax at 1 April 2010 - 43
Current yeat defetred tax - (43)
Provision for defetred tax at 31 March 2011 - -
-Gtoup and Company . 2011 2010
: £1000 £1000
Unprovided defetred taxation asset: _
Depreciation in excess of capital allowances (235) (87)
Trading losses ‘ 139 351
(46) 264
"There was no provision fot defetred taxation as at 31 March 2011 (2010: £nil} in the company.
Reserves
Group
Profit and
Genetral Revaluation Committee
‘reserve Reserve Resetve Total
2011 2011 2011 2011
£'000 £000 £'000 £'000
At 1 Aptl 2010 (as previously stated) 5,822 (2,033} 86 3875
Prior year adjustment - 2,033 - 2,033
At 1 Aptil 2010 5,822 - 86 5,908
Loss fot the year (440) - {86) (526)
At 31 March 2011 5,382 - - 5,382
Company
General Committce
reserve Reserve -'Total
2011 2011 2011
£'000 L£'000 £'000
At 1 April 2010 7,119 86 7,205
Loss fot the year 48 (86) (38)
At 31 Match 2011 7,167 - 7,167
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NATIONAL HOUSING FEDERATION (A COMPANY LIMITED BY GUARANTEE)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 MARCH 2011

Reconciliation of movements in shareholders' funds

Group Company Group Company
2011 2011 2010 2010
£'000 £'000 £1000 £000
(Loss)/profit attributable to members _(526) (38) 810 1097
Net additions to sharecholders® funds (526) (38) 810 1,097
Opening shateholders' funds (Originally
£3,875k befote priot .
year adjustment of £2,033k) 5,908 7,208 3,065 6,108
Closing shareholdets' funds 5,382 1,167 3,875 7,205
Net cash outflow from operating activities )
2011 2010
£'000 £1000
Opetating surplus 36 1,357
Deptediation ‘ 547 512
Profit/(loss) on disposal of tangible fized assets 249 43
Amottisation chatges 32 32
Share of profit in joint venture (130) (178)
{Inctease) /decrease in stock 2 (10)
Dectease/ (inctease) in debtots _ : 54
(Decrease)/increase in creditors (35) 806
Net cash inflow from operating activities 706 271
Reconciliation of net cash flow to movement in net debt
' 2011 2010
£1000 £1000
(Dectease)/increase in cash in the year (960) 1,406
Cash outflow from loan financing 464 446
Movement in net debt in the year . © (496) 1,852
Net debt at 1 April 2010 ‘ (6,074) (7.926)
Net debt at 31 March 2011 ' (6,570) (6074
Analysis of changes In het debt
' ’ At1Apr At 31 Mar
2010 Cash flow 2m
£'000 £'000 £'000
Cash in hand 3,606 - (960) 2,646
Ligquid resources (9,680) 464 (9,216)
(6,074) (496) (6,570)

As stated in note 7, at 31 Match 2011 the Federation held £968,762 on behalf of My Home Finance

Limited which is not included in the Fedetation’s cash at bank and in hand
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NATIONAL HOUSING FEDERATION {A COMPANY LIMITED BY GUARAHTEE)
NOTES TO THE FINANCIAL STATEMENTS

Fot the year ended 31 MARCH 2011

Capital commitments A
"The company had capital commitments at 31 March 2011 of £26,000 (2010 — £313,000)

2011 2010
£'000 £'000
Contracts tendered for and awarded - : 26 313

Contingent assets/liabilities
Thete wete no contingent liabilities at 31 March 2011 ot 31 March 2010.

Retirement benefit schemes S : :
The National Housing Federation participates in the Social Housing Pension Scheme (SHPS). The
Scheme is funded and is conttacted out of the state scheme.

SHPS is 2 multi-employet defined benefit scheme. Employer participation in the Scheme is subject to
adherence with the employer responsibilities and obligations as sct out in the “SHPS House Policies and
Rules Employer Guide™.

The Scheme operated a single benefit structure, final salary with a 1/60th acctual rate, to 31 March 2007.
From April 2007 there ate three benefit strctures available, namely:

Final salary with a 1/60% accrual rate.
Final salary with a 1/70% accrual rate.
Career average revalued eatnings with a 1/60% acctual rate.

- From April 2010 there are a further two benefit structures available, namely:

Final s'a]j-n:y with 2 1/80% accrual rate.
Career avetage revalued eamings with a 1/80% accrual rate

A defined contribution option was made available from 1 October 2010.

An employer can elect to opetate different benefit structures for their active membets and their new
eatrants. An employer can only operate one open benefit structure at any one time. An open benefit
structure is one which new entrants are able to join. :

The National Housing Fedetution has opetated the final salary with a 1/60th accrual tate and a careet
average revalued earnings with a 1/60th acamal rate benefit structure for active membets as at 31 March
2007 and the cateer average revalued eamings with 2 1/60th accrual rate benefit structure for new entrants
from 1 April 2007. This does not affect any benefit structure changes from April 2010.

The Trustee comtnissions an actuatial valuation of the Scheme evety 3 years. The main purpose of the
valuation is to determine the financial posttion of the Scheme in order to determine the level of future
contributions required, in respect of each benefit structure, so that the Scheme can meet its pension
obligations as they fall due. From Apsil 2007 the split of the total conttibution rate between member and
employer is set at individual employer level, subject to the employer paying no less than 50% of the total
conttibution tate. From 1 Apdl 2010 the requirement for employers to pay at least 507 of total
conttibution rate no longet applies. -
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For the year ended 31 MARCH 2011

Retirement benefit schemes (continued)

The actuarial veluation assesses whethet the Scheme’s assets at the valuation date ate likely to be sufficient
to pay the pension benefits accrued by members as at the valuation date Asset values ate 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 futute investment returns,

During the accounting petiod the National Housing Fedetration paid contributions at the rate from 12.3%
to 14.5%. Member conttibutions vatied between 10.1% and 10.8% depending on their age.

As at the balance sheet date thete wete 120 active members of the Scheme employed by The National
Housing Federation. The pensionable payroll in respect of these membets was £4,648,580. The National
Housing Federation continues to offer membership of the Scheme to its employees.

It is not possible in the normal course of events to identify on a consistent and reasonable basis the shate
of underlying asscts and liabilities belonging to individual patticipating 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 scherme 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 vahiation of the Scheme was petformed as at 30 September 2008 by a professionally

qualified actuary vsing the Projected Unit Method. The matket value of the Schetne’s assets at the

* valuation date was £1,527 million. The valuation revealed a shortfall of assets compated with the value of
liabilities of £663 million, equivalent to a past service funding level of 69.7%.

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

pa

Vahmition Discount Rateg _

Pre retitetnent 7.8

Non Pensioner Post retitement 6.2

Pensionet Post retitement g 5.6
Pensionable earmings growth ‘ 4.7
Price inflation 32
Pension Increases

Pre 88 GMP 7 . 0.0

Post 88 GMP 2.8

Excess overt GMP 3.0

Expenses for death in service insurance, administration and PPF levy ate included in the contribution rate
"The valuation was cartied ont using the following demogtraphic assumptons
Mortality pre retirement — PA92 Year of Birth, long cohort projection, minimum improvement 1%pa

Mottality post retiternent — 90% S1PA Yeat of Birth, long cohort projection, minitnum improvement
l%pa.
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For the yeat ended 31 MARCIT 2011

Retirement benefit schemes (continued)

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

Long-term joitit conttibution rate
Benefit structure (%o of pensiohable salaties)
Fingl salaty with a 1/60% accrual rate 17.8
Final salary with 2 1/70% accrual rate ' 154
Career average revalued earnings with a ‘
1/60% accrial rate . 149
Final salary with a 1/80 ®accrual tate 13.5
Cazeer average revalued camings (CARE) 11.9
1/80 % aceral rate )

If an actuadal valuation reveals a shortfall of assets compared to Habilities the Trustee must prepare a
tecovery plan setting out the steps to be taken to make up the shortfall.

Following consideration of the results of the actnatial valuation it was agreed that the shortfall of 663
million would be dealt with by the payment of defidt contrbutions of 7.5% of pensionable salaries,
increasing each year in line with salaty gtowth assumptions, from 1 Apzl 2010 to 30 September 2020,
dropping to 3.1% from 1 October 2020 to 30 September 2023. Pensionable eatnings at 30 September 2003
ate used as the reference point for calculating these deficit contributions. These deficit contributions ate in
addition to the long-tetm joint contribution rates set out in the table 2bove.

Employers that participate in the Scheme on a non-conttibutory hasls pay a joint contribution tate e a
combined employer and employee rate). ' :

Employets that have closed the defined benefit section of the Scheme to new entrants are requited to pay an
additional employer contrdbution loading of 3.0% to teflect the higher costs of a dosed arrangement.

A small number of employers are tequited to conttbute at a different rate to reflect the amortisation of a
surplus or 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 liabilities to the
Scheme pay contributions at the ongoing firtare service conttibution rate. This rate is reviewed at each
vahiation 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 Apdl that falls 18
months after 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 seat to the Pensions Regulator. The Regulator has the power under Part 3 of the
Pensions Act 2004 to issue scheme funding directions whete it believes that the actuarial valuation
assumptions and/or recovery plan ate inapptopriate. For example the Regulator could require that the
Trustee strengthens the actuatial assumptions (which would increase the scheme liahilities and hence impact
on the tecovety plan) ot impose a schedule of contributions on the Scheme (which would effectively amend
the tetms of the recovery plan). The Regulator is curtently in the ptocess of reviewing the recovery plan for
the SHPS Scherne in respect of the Septembet 2008 actuarial valiation. 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 Report that provides an approximate update on the funding position of
the Scheme as at 30 September 2010. Such a teport is required by legislation for years in which a full actuartial valuation
is not carried out ‘The funditng update revealed an increzse in the assets of the Scheme to £1,985 million and
indicated a reduction in the shortfall of assets compatred to liabilities to approximately £497 million,
equivalent to a past scrvice funding level of 80.0%.

As a result of pension schemne legislation thete is a potential debt on the employet that could be levied by the
Trustee of the Scheme. The debt is due in the evmt of the employer ceasing to partidpate in the Scheme ot
the Scheme winding up.

The debt for the Scheme as a whole is calculated by comparing the lizbilities for the Scheme (calalla.tcd oha
buyout basis ie. the cost of secuting benefits by purchasing anouity policies from an insurer, plus an
allowance for expenses) with the assets of the Scheme. If the liabilities exceed assets there is a buy-out debt.

The leaving employer’s shate 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 (telating to
employment with all the cm:rently participating employers). The 1eavmg employet’s debt thetefore includes a
shate of any ‘otphan’ liabilities in respect of previously patticipating employets. The amount of the debt
therefore depends on many factors including total Scheme liabilities, Schemne investment petfortnance, the
lighilities in respect of cutrent and formet employees of the employet, financial conditions at the time of the
cessation event and the insurance buy-out market. The amounts of debt can therefote be volatile over time.

The total pension cost for the Federation for the year was £651,159 (2010: £631,180).

Financial commitments

On 29 January 2004, the group purchased Iion Court in Holbotn fot the sum of £13,739,182. The
purchase was financed by a 25 year loan from the Bank of Scotland of £11,732,182 at an interest tate of
1.5% plus base. At 31 March 2011 the amount outstanding was £9,215,714 (2010: £9,679,115). '

The loan is secured by mortgag;s charge aver the building known as Lion Court.

On 11 June 2004, the gtoup 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 wis fixed for 10 yeats 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
comprany elected to fix interest at 5.595% for 10 yeats on £3,318,244 to tun from 11 March 2010 and
£791,700 to run from 29 Apnl 2010.

The National Hoﬁsiug Federation has a tempotarty overdraft facility with its hankers Lloyds TSB Bank Plc.

amounting to £1,000,000, which expites at the end of June 2012. At the 31 March 2011, the ovetrdraft
with the bank was £nil. (2010: £nil).
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Financial commitments {continued)

At 31 March 2011 there were commitments to make the following payments dusing the next year in
respect of operating leases on premises:

Group and  Group and
Company  Company

2011 2010
L1000 £1000
Land and buildings o :
Leases which expire within one year _ 45 . -
Leases which expire over five years 45 117
Other
Leases which espire within one year _ 9 4
Leases which expite within two to five years 49 45
Leases which cxpire over five yeats - =

Transactions with directors and other related parties
During the yeat the National Housing Federation paid £229 (2010: £nil) to Housemark for setvices and
received licence income from Housemark amounting to £254,644 (2010: £227,500).

National Housing Federation paid rent of £1,037,237 (2010: £1,037,237) to NHF Property & Setvices
Limited. Tt also paid £64,054 (2010: £56,650) for catering services. NHF Property & Setvices Litnited
paid fees in respect of rents, rates and service charges to the National Housing Federation for the 1st and
2 floors of Lion Coutt amounting to £1,106,039 (2010: £1,034,042).

In the normal coutse of business the Housing Assodiztions to which the directots are connected, pay
affiliation fees, acquire publications and attend training courses of the National Housing Federation. All
of these transactions are at arms length. Affiliation fees teceived from members duting the year ended
31 March 2011 were £ 8,320,955 (2010: £8,358,380).

Thete are no othet related party transactions.

Group and joint venture disclosures

The group and company have a 49% sharcholding in Housemark Limited. Housemark’s only other
shareholder is the Charteted Institute of Housing. The National Housing Fedetation has 50% of voting
tights and therefore 50% of the tesults of Housemark Limited ate treated as a joint venture.

] Thete ate ho inter company loans or other balances due between the National Housing
Federation and Housemark Limited

(b} Housemark Limited's accounting reference date is 31 December. The most recent audited
accounts available are for the petiod ending 31 December 2010. These have been used in
-compiling the Federation's group financial statements. They contained the following information:
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Group and jdint ventures disclosures (continued)-

2011 2010
£ L
Profit and loss account
Turnover _ 5,183,582 4,985,515
Profit after tax : 204,094 276,735
Balance sheet
Gross assets 2,205,550 2,220,605
Gross liabilities (1,210,523) (1,429,672
Net liabilities 995,027 790,933
Called-up shate capital : . 100 100
Profit and loss account 994,927 790,833

995,027 790,933

Housemark Limited’s registered address is 8 Riley Court, Millbum Hill Road, University of Warwick
Science Patk, Coventry, CV4 7HP.

Prior year adjustments

The ptior year compatatives have been adjusted to reflect the revaluation of Lion Coutt back to cost. The

effect of this has been to reduce the revaluation resetve to nil from £2,033k and the net asset value of

tangible fixed assets to £15,852k from £13,958k.
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