


44

Genesis Report and Financial Statements 2008

Notes to the financial statements (vear ended 31 March 2008)

27. PENSION COSTS (continued)

The financial assumptions underlying the valuation as at 30 September 2005
were as follows:

% per annum

Investment return pre-retirement 72

Investment return post-retirement 4.8

Rate of salary increases to

30 September 2010 5.0
Rate of salary increases from

1 October 2010 4.0
Rate of pension increases 25
Rate of price inflation 2.5

Employers that have closed the Scheme to new entrants, including Genesis
Housing Group Limited and Springboard Housing Association Limited, are
required to pay an additional employer contribution loading of 3.0% to reflect
the higher costs of a closed arrangement. The next full actuarial valuation will
be carried out as at 30 September 2008.

As aresult of pension scheme legislation there is a potential debt on the
employer that could be levied by the Trustee of the Scheme. The debt is due in
the event of the employer ceasing to participate in the Scheme or 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.e. 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 liabilities

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
employer’s debt therefore includes a share of any ‘orphan’ liabilities in respect
of previously participating employers. 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.



Genesis Report and Financial Statements 2008 45

Notes to the financial statements (vear ended 31 March 2008)

27. PENSION COSTS (continued)
The PCHA 2001 Pension Scheme

The major assumptions used by the actuary to value the liabilities of the scheme at 31 March under FRS 17 are:

2008 2007 2006
% per % per % per
annum annum annum
Rate of increase in salaries 4.50 4.50 4.00
Discount rate 5.75 5.50 5.10
Inflation assumptions 3.50 3.50 3.00
Valuation method projected projected projected
unit unit unit
The assets in the Scheme and expected rates of return were:
Expected Value at Expected Value at Expected Value at
long-term 31 March long-term 31 March long-term 31 March
rate of return 2008  rateof return 2007  rateof return 2006
2008 (%) £m 2007 (%) £m 2006 (%) £m
Equities 731 18.0 721 19.4 712 154
Bonds 5.00 8.7 5.00 83 4.50 83
Properties 6.00 1.9 6.00 23 6.00 1.8
Cash 5.00 0.4 5.25 0.3 4.50 3.2
Total market value of assets 29.0 303 28.7
The net surplus/(deficit) was:
At 31 March At 31 March At 31 March
2008 2007 2006
£m £m £m
Total market value of assets 28.9 303 28.7
Present value of liabilities (31.9) (29.7) (28.5)

(Deficit)/surplus in the scheme (3.0) 0.6 0.2
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27. PENSION COSTS (continued)
London Pensions Fund Authority (“LPFA")

The major assumptions used by the actuary to value the liabilities of the scheme at 31 March under FRS 17 are:

2008 2007 2006
% perannum % perannum % perannum
Rate of increase in salaries 5.1 4.7 4.6
Discount rate 6.9 5.4 4.9
Inflation assumptions 3.6 32 31
Valuation method projected projected projected
unit unit unit
The assets in the LPFA Scheme and expected rates of return were:
Expected Value at Expected Value at Expected Value at
long-term 31 March long-term 31 March long-term 31 March
rate of return 2008  rateof return 2007  rateof return 2006
2008 (%) £m 2007 (%) £m 2006 (%) £m
Equities 7.5 4.7 77 3.6 73 32
Target return funds 6.3 1.5 6.4 13 6.0 1.0
Cash 4.8 0.2 4.9 0.2 4.6 0.3
Alternative assets 6.7 1.4 6.8 0.7 6.5 0.6
Total market value of assets 7.8 5.8 5.1
The net surplus/(deficit) was:
At 31 March At 31 March At 31 March
2008 2007 2006
£m £m £m
Total market value of assets 7.8 5.7 51
Present value of liabilities (7.7) (6.5) (63)
Surplus/(deficit) in the scheme 0.1 (0.8) (1.2)
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27. PENSION COSTS (continued)

PCHA LPFA PCHA LPFA
“2001"” scheme 2008 "2001" scheme 2007
2008 2007
£m £m £m £m
Analysis of the amount charged to operating surplus
Current service cost (0.4) (0.1) (0.4) (0.3)
Analysis of the amount credited/(charged) to net
finance income/(charges)
Expected return on pension scheme assets 2.0 0.4 1.8 03
Interest on pension scheme liabilities 1.7) (0.3) (1.5) (0.3)
0.3 0.1 0.3 -
Analysis of the actuarial surplus/(deficit) in the statement
of total recognised surpluses and deficits
Actual return less expected return on pension scheme assets (3-3) (0.5) (0.3) 0.1
Experience surpluses and deficits arising on the scheme liabilities 0.9 0.1 (0.2) -
Changes in assumptions underlying the present value of the scheme liabilities (1.3) 1.2 0.8 0.5
3.7) 0.8 03 0.6
Movement in scheme surplus/(deficit) during the year
At beginning of year 0.6 (0.8) 01 (1.1)
Current service cost (0.4) (0.1) (0.4) (0.3)
Contributions 0.2 0.1 03 0.2
Settlements and curtailments = = - (0.1)
Net financial income 0.3 0.1 03 -
Actuarial (loss)/gain 3.7) 0.8 03 0.5

At end of year (3.0) 0.1 0.6 (0.8)
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27. PENSION COSTS (continued)
PCHA “2001" scheme

History of experience surpluses and deficits for the year

Difference between the expected and actual return
on scheme assets:

Market value of scheme assets

Percentage of scheme assets

Experience surpluses/(deficits) on scheme liabilities:
Present value of scheme liabilities
Percentage of the present value of scheme liabilities

Total actuarial surpluses/(deficits) in the statement of total
recognised gains and losses:

Present value of scheme liabilities

Percentage of the present value of scheme liabilities

LPFA

History of experience surpluses and deficits for the year

Difference between the expected and actual return
on scheme assets:

Market value of scheme assets

Percentage of scheme assets

Experience surpluses/(deficits) on scheme liabilities:
Present value of scheme liabilities
Percentage of the present value of scheme liabilities

Total actuarial surpluses/(deficits) in the statement of total
recognised gains and losses:

Present value of scheme liabilities

Percentage of the present value of scheme liabilities

2008
£m

(3-3)
28.9
(11.0%)

0.9
31.9
(3.0%)

B7)
31.9
(12.0%)

2008
£m

(0.5)
7.8
(6.8%)

0.1
71
1.3%

0.8
77
10.4%

2007
£m

(03)
303
(0.8%)

(03)
297
(0.8%)

0.3
29.7
0.9%

2007
£m

0.1
57
0.9%

65
(0.1%)

0.6
65
8.3%

2006
£m

3.6
28.7
12.6%

(03)
285
(1.1%)

0.9
28.5
3.1%

2006
£m

0.7
5.1
12.8%

63

(0.2)
63
(3.6%)

2005
£m

33
231
14.3%

15
243
6.1%

2.0
243
8.0%

2005
£m

01
3.9
2.7%

(3:3%)

(0.2)
49
(3.2%)

2004
£m

2.4
18.6
12.6%

215
0.0%

15
215
71%

2004
£m

0.3
21
12.4%

27
(0.3%)

01

2.7
2.3%
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28. CAPITAL COMMITMENTS

2008 2007
£m £m
Group

Capital expenditure that has been contracted for but has not been provided for in the financial statements 437.8 584.4
Capital expenditure that has been authorised by the Board but has not yet been contracted for 862.7 4821
1,300.5 1,066.5

The Group expects to finance the above commitments by:
Proceeds from property sales 993.8 650.1
Capital grant receivable 306.7 259.8
Signed loan commitments available for drawdown — 156.6
1,300.5 1,066.5

The Group has signed loan commitments available for drawdown of £248.5m, but expects to be able to finance the above commitments without recourse
to these facilities.

29. HOUSING UNITS AND BEDSPACES

2008 2007
units units
Group
Under development on site at end of year
Units for rent 2,090 1,186
Low cost home ownership units 2,058 1,225
Outright sales units 1,528 1,253
5,676 3,664
Under management at end of year
General needs owned 13,060 11,973
General needs managed on behalf of others 7,328 13,397
Supported housing and housing for older people 2,393 1,818
Temporary housing units 4,741 5218
Low cost home ownership and other leased units 7,164 8,487
Key worker accommodation 1,379 1,398
Other - non social housing 1,735 1,783
37,800 44,074

Units owned but managed by others 548 2,316
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30. COMMITMENTS UNDER OPERATING LEASES

At 31 March 2008, the Group had annual commitments under non-cancellable leases as set out below:

2008 2007
£m £m
Land and buildings
Leases which expire:
Within one year 85 81
In two to five years 34.8 371
Over five years 21 21
45.4 473
The majority of the Group’s operating leases are residential property leases granted by private sector landlords.
31. DERIVATIVES NOT INCLUDED AT FAIR VALUE
The Group has derivatives which are not included at fair value in the accounts:
Principal Fair value Principal Fair value
2008 2008 2007 2007
£m £m £m £m
Interest rate swap contracts 70.0 1.8 120.0 0.1
RPI swap contracts 150.0 16.0 110.0 25
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32. RELATED PARTY TRANSACTIONS

For the year ending 31 March 2008, the following related parties
had traded with the Group in the following respects:

Transactions with associates:

Logic Homes Limited had invoiced the Group £104,000 (2007: £nil) for

its running costs. Gentect Homes Limited has not invoiced the Group for its
running costs (2007: £95,000). Logic Homes Limited is an associate of the
Group and Gentect Homes Limited is a subsidiary of Logic Homes Limited.

The Group made an interest-free loan of £60,000 (2007: £nil) to Low
C Living Limited. At 31 March 2008, the loan was still outstanding.

Transactions with joint ventures

Grainger Geninvest LLP had been invoiced by the Group £195,000

(2007: £198,000) and £30,000 (2007: £40,000) for management

fees and accounting fees respectively.

Grainger Geninvest No. 2 (2006) LLP had been invoiced by the Group
£756,000 (2007: £689,000) and £60,000 (2007: £27,000) for
management fees and accounting fees respectively.

Grainger Geninvest LLP had paid £706,000 (2007: £587,000) in interest
to the Group on loan notes from Geninvest Limited.

Grainger Geninvest No. 2 (2006) LLP had paid £341,000 (2007: £346,000)
in interest to the Group on loan notes from Geninvest Limited.

Grainger Geninvest LLP and Grainger Geninvest No. 2 (2006) LLP had
been invoiced by the Group £391,000 and £541,000 respectively

(2007: £1,412,000) for maintenance services as carried out by Pathmeads
Property Services Limited.

At 31 March 2008 the following related parties had outstanding balances
with the Group:

Grainger Geninvest LLP owed the Group £16,808,000 (2007: £1,377,000)
of which £1,010,000 (2007: £115,000) related to trading with Pathmeads
Property Services Limited.

Grainger Geninvest No. 2 (2006) LLP owed the Group £4,337.000

(2007: £2,331,000) of which £1,429,000 (2007: £281,000) related to
trading with Pathmeads Property Services Limited.

Grainger Geninvest LLP owed the Group £6,399,000 (2007: £6,399,000)
on the loan notes.

Grainger Geninvest No. 2 (2006) LLP owed the Group £4m (2007: £4m)
on the loan notes.

Bishopgate Apartments LLP owed the Group £4,854,000 (2007:
£4,715,000) in respect of a loan and £5,000 (2007: £5,000) in respect

of expenses paid on its behalf.

Quintessential Homes (Wembley) LLP owed the Group £nil

(2007: £4,382,000) in respect of a loan.

The Group owed Grainger Geninvest LLP £17,641,000 (2007: £1,020,000).
The Group owed Grainger Geninvest No. 2 (2006) LLP £670,000

(2007: £328,000).

For the year ending 31 March 2008, the following related parties

had traded with Genesis Housing Group Limited, the company, in the
following respects:

Logic Homes Limited had invoiced the company £104,000 (2007: £nil)
for its running costs. Gentect Homes Limited has not invoiced the
company for its running costs (2007: £95,000). Logic Homes Limited is
an associate of the Group and Gentect Homes Limited is a subsidiary of
Logic Homes Limited.

At 31 March 2008 the following related parties had outstanding balances
with Genesis Housing Group Limited, the company:

Grainger Geninvest LLP owed the company £160,000 (2007: £311,000).
Grainger Geninvest No. 2 (2006) LLP owed the company £1,701,000
(2007: £887.000).

33. LEGISLATIVE PROVISIONS

Genesis Housing Group Limited is incorporated under the Companies Act
1985 as a company limited by guarantee (No. 3802456) and is registered
with the Housing Corporation (No. .4286).
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Front cover picture - Mike Harris is a Genesis customer in temporary
accommodation. He stands here on the balcony of his flat in Maida
Vale where he lives with his wife and daughter.
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