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LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT

The Board presents its report and the Group accounts for the year ended 31 March 2007.

PRINCIPAL ACTIVITY

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

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS
Financial Performance

Link Group Limited (“Link” or the “Association”) achieved a surplus for the year of £0.9M (2006 £0.7M). The
increase in the surplus for the year was due mainly to an increased Gain on Disposal of Housing Properties.

Turnover and Operating Costs increased by approximately 9% and 13%, to £16.5M and £13.8M, respectively,
resulting in a decrease in the Operating Surplus from £2.9M to £2.6M. Included in Operating Costs is
expenditure on Planned and Cyclical Maintenance and Major Repairs, the cost of which in 2007 was £4.2M
(2006, £3.8M).

Annual expenditure on Planned and Cyclical Maintenance and Major Repairs is derived from a 30-year
investment model designed to ensure all Link’s properties are maintained to a specific standard, thereby
continuing to extend the useful life of the properties. The investment model takes account of the life cycles of
individual components and generates an annual spend profile across all of Link’s stock. Tn any year, as a result
of timing differences, Link may spend more or less than the required investment. This creates a iransfer to or
from the Designated Reserve for Future Maintenance to ensure that the funds are available to carry out the
necessary works In 2007 Link transferred £0.01M to the Designated Reserve (2006, £0.1M).

During 2006/07 Link completed stock condition surveys to augment and verify its planned maintenance data as
well as to confirm information related to achievement of the Scottish Housing Quality Standard (SHQS). Link’s
investment in planned maintenance and major repairs will ensure that it meets the SHQS by 2015. The
investment programme will itself be influenced by Link’s Asset Management Strategy which, in this regard,
will focus on when it will be appropriate fo carry out whole refurbishment of properties, rather than a continual
cycle of building component replacement.

Link’s overall retained surplus for the year increased from £0.7M in 2006 to £0.9M in 2007. This is principally
as a result of the higher Gains on Disposal of Housing Properties in 2007 compared to 2006. Despite the
Planned Maintenance investment in its stock Link is required by the Statement of Recommended Practice to
depreciate its Housing Properties and the Retained Surpluses are calculated after providing for Depreciation of
£1.4M in 2007 (2006, £1 3M)

Link has a strong balance sheet, which places it in a favourable position to invest in its housing stock. Over the
next few years Link will invest approximately £10m in thé re-development of housing properties as part of a
major regeneration programme.

At 31 March 2007 Link’s total reserves amounted to £29.5M, an increase of £0.5M from 2006. In addition to
providing funds for re-development, these rescrves are required to support the planned maintenance investment
programme and provide a hedge against risk. fncluded in the £29.5M of total reserves, the Designated Reserve
for Future Maintenance amounted to £16.2M (2006 £16.2M).

During the year Link invested £14.8M in new properties for rent and sale on a shared ownership basis across the
central belt of Scotland. This expenditure was partly financed by Housing Association Grant of £7.4M with the
balance funded by loans drawn under the syndicated loan facility. At March 2007 Link had drawn down £43M
of its arranged £60M facility.




LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT (continued)

Financial Performance (continued)

Link commissioned a valuation of its housing stock during 2006/07 and over and above stock required as
security for its borrowings, Link has over £45M of housing stock available to be used as security for future
borrowing (the housing stock is valued on an Existing Use Basis — Social Housing and reflects the value of the
net rental stream over a 30-year period taking account of management costs and all projected repairs required)
In addition Link’s current development programme will be financed from the existing loan facility and therefore
when completed these properties will also be available as security for future borrowings. The estimated Existing
Use value of these properties is approximately £25M.

Link has a continuing, substantial investment programme. In addition to the £10M investment in re-
development, £5M has been identified to be invested in acquiring housing sites to safegaurd future bousing
supply. Link’s target is to complete 800 properties for rent and low cost home ownership over the 5-year
business plan period 2007/08 to 2011/12. The current development programme will generate 531 properties in
the five-year period and this requires a capital investment of £44 8M, funded by a mix of grants, loans and from
internal resources.

Through one of the group subsidiaries, Link Homes (2001) Limited, Link has participated in an initiative
designed to assist first-time buyers on low incomes in Edinburgh through providing Homestake Grants. The
grants range in value but typically are between 20% and 40% of the purchase price. The grants are repayable
when the property is sold and are repaid in proportion to the otiginal purchase price, by reference to the value of
the property when ultimately sold. The grant repayment is returned via Link to Communities Scotland. In
2007/08 Link Homes provided 250 grants and the cumulative total of grants received from Cominunities
Scotland and awarded to Homestake applicants amounted to £12M at March 31% 2007. In the consolidated
balance sheet of the group the grants awarded and received are included in Debtors and Creditors respectively.

The consolidated results of the group reflect the results of the subsidiary companies and the total retained
surplus of the group amounted to £0 7M (2006 £0.7M). The Board welcomes the positive contribution by the
subsidiaries.

Qperating Performance

In_July 2006 Link established its Customer Service Centre in new office premises in Callendar Business Park,

Falkirk. The Customer Service Centre consolidates service delivery and centralises administrative finctions
relating to housing and maintenance services, allowing area office staff more time to. operate directly in the
community.

During the year Link continued to perform well in terms of Key Financial Performance Indicators. Results from
Communities Scotland’s statistical analysis for all Registered Social Landlords (RSLs) for 2005/06
demonstrated that Link’s voids (as a percentage of rent receivable) were 0.9% compared to 1.3% for Link’s RSL
Peer Group. Rent arrears (as a percentage of rent receivable) were 4. 5% compared to the Peer Group result of
4.6%. In addition the percentage of re-lets achieved within 4 weeks was 77% (Peer Group 56.5%) and average.
relet times were 21 days compared to the Peer Group average of 39 days. Link’s 2006/07 results continue to
reflect excellent performance with voids at 0.6% of rent receivable and arrears at 3.5% (net of bad debt
provision) \

The Board is satisfied that Link performs well compared to its Peer Group, (General Registered Social
Landlords with more than 1,000 units under management) and also compared to all Registered Social Landlords
(RSLs) generally In addition the Board has monitored Link’s financial performance against key indicators and
is confident that not only has Link performed well but also it compares favourably against the Peer Group and
RSLs generally.
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REPORT OF THE BOARD OF MANAGEMENT (continued)

Group Strategy

Each year the Group Boatd sets strategic objectives for the group and it consults the subsidiary companies about
these objectives. Following agreement to the Strategic Objectives the Board also consults the subsidiaries with
regard to objectives and targets and through this process key objectives and targets are set for forthcoming
financial vears. The subsidiaries add to these objectives and targets and prepare business plans which are
submitted to the Group Board for approval prior to the beginning of the financial year.

In the 2007/08 business plan Link has focused on targets related to growth of the organisation not only in terms
of units and services provided but also in improving service delivery. Link has committed substantial resources
in the business plan to expanding the development programme, attracting other RSLs to join the group and
maximising procurement efficiencies. In the business plan Link has re-affirmed its commitment to ensure
continued development of efficient, quality services In addition Link has committed resources to support
subsidiaries to expand and diversify their service provision.

Group Structure

Link Group Ltd has charitable status and is a Registered Social Landlord (regulated by Communities Scotland) and
is the parent company to eight subsidiaries. The results of the subsidiaries are included in these accounts and
reflected in the Consolidated Income and Expenditure account and Consolidated Balance Sheet. The purpose and
constitution of the subsidiaries is dealt with in a note to the accounts.

Larkfield Housing Association (which is based in Greenock and has over 400 rented properties under
management) joined the Link group as a subsidiary in November 2006. As a RSL subsidiary Larkfield has
retained its assets, name and identity. Link has the power to appoint the majority of the Management Committee
members and the circumstances where Link would exercise that power is dealt with in the Independence
Agreement which governs the relationship between Link and Larkfield.

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

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

Board and Directors

The Board consists of up to 15 members elected at the Annual General Meeting. Board members serve on
various committees (as described in the Statement on Internal Financial Controls) set up to manage the
Association. Current membership of the Board is set out on page 1. Board membership at March 2007 stood at
twelve members. Each Board Member holds one fully paid share of £1 in the Association. The Directors of the
Association (who are staff members) have no beneficial interest in the Association’s share capital and they act
within the authority delegated by the Board of Management.

Employee Involvement

Link group employed, on average, 328 staff (Link Group Ltd 38 staff), during the year, most of whom are full
time and based at offices in Edinburgh, Falkirk, Paisley, Cumbernauld and Kirkcaldy. The Training and
Development Plan ensures a high level of continuous training for staff ensuring they have the skills to carry out
their jobs in a changing environment. Link Group Limited and all members of the group are accredited Investors
in People.




LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT (continued)

Auditors

A resohution to re-appoint Scott-Moncrieff as Auditors of the association will be proposed at the Annual General
Meeting to be held on 4" September 2007,

As far as each of the members of the Board at the time the report is approved are aware:
e there is no relevant information of which the association’s auditors are unaware and

e the members of the Board have taken all steps that they ought to have taken to make themselves aware
of any relevant audit information and to establish that the auditors are aware of the information.

BY ORDER OF THE BOARD

JN Hall, FCCA
Secretary

14 August 2007




LINK GROUP LIMITED

BOARD STATEMENT ON INTERNAL FINANCIAL CONTROLS

Internal Financial Control

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

Management Structure

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

Procedures Manuals

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

Quality and Integrity of Personnel

The integrity and competence of personnel is ensured and maintained through high recruitment standards and
subsequent training courses. In addition Link operates a performance management framework incorporating
mid-vear and annual appraisals and setting a training and development plan for all staff. High quality personnel
are seen as an essential part of the control environment and the ethical standards expected are embodied within
the ethos of the Group and in the Staff Code of Conduct.

Identification of Business Risks

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

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

Management Information Systems

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

Internal Control Systems
. The Board monitors the operation of the internal financial control system by considering reguiar reporis from

management and the external auditors and ensures appropriate cotrective action is taken to address any reported
weaknesses.
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OARD STATEMENT ON INTERNAL FINANCIAL CONTROLS (Continued)

Internal Audit

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

Strategy Planning and Risk

Link has a full-time Strategy Planning and Risk Manager whose principal functions are strategic planning and
management of risk. The post holder also co-ordinates the internal audit programme.

Risk Management Committee

The Risk Management Committee has four members and its role is to oversee a detailed risk assessment of
Development projects and advise the Board of the risks (short, medium and long-term) associated with these
proposed projects. Capital expenditure is also regulated by a budgetary process and detaited authorisation levels in
respect of each project. For expenditure beyond specified levels, detailed proposals have to be submitted to the
Board. Reviews are carried out during the development period to monitor expenditure and performance. In
addition the Committee also reviews Link’s Risk Management Strategy and assesses risks associated with major
business changes and new initiatives.

Audit Committee

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

Health & Safety

The Board is committed to the provision of a healthy and safe working environment. Link endeavours to eliminate
hazards where recognisable, including the risk of fire, security losses, damage to plant, property and the
environment, thus significantly reducing the risk of personal injury or occupational ill health to all personnel. The
Health & Safety Committee oversee Link’s risk assessment programime and regularly review the policy. Link’s
full-time Health and Safety Officer works closcly with the Health and Safety Commiittee.

Remuneration Commiitee

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

Statement

The Board has reviewed the effectiveness of the system of internal financial controls which has been operating
during the year and beyond. No weaknesses have been found which resulted in material losses, contingencies or
uncertaintics that require disclosure.
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STATEMENT OF RESPONSIBILITIES OF THE BOARD OF MANAGEMENT IN RESPECT OF THE
GROUP ACCOUNTS

Legislation requires the Board of Management to prepare group accounts for each financial vear which give a true
and fair view of the state of affairs of the Association and the Group and of the income and expenditure of the
Association and the Group for that period. In preparing those accounts, the Board is required to:

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

- prepare the accounts on the going concern basis unless it is inappropriate to presume that the Group will
continue in business.

The Board is responsible for ensuring that arrangements are made for keeping proper books of account with respect
to the Group's transactions and its assets and liabilities and for maintaining a satisfactory system of control over the
Group's books of account and transactions. The Board is also responsible for ensuring that arrangements are made
to safeguard the assets of the Group and hence for taking reasonable steps for the prevention and detection of fraund
and other irregularities.




LINK GROUP LIMITED

INDEPENDENT AUDITOR’S REPOliT TO THE MEMBERS OF LINK GROUP LIMITED

We have audited the financial statements of Link Group Limited, (the Association), and the consolidated
financial statements of the Association and its subsidiaries for the year ended 31 March 2007 set out on pages 11
to 41. These financial statements have been prepared under the accounting policies set out therein.

This report is made solely to the association’s members, as a body, in accordance with Section 9 of the Friendly
and Industrial and Provident Societies Act 1968. Our audit work has been undertaken so that we might state to
the association’s members those matters we are required to state to them in an auditor’s report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the association and the association’s members as a body, for our audit work, for this report, or for the opinions
we have formed,

Respective responsibilities of Board of Management and auditors

As described in the Board of Management’s report the Board of Management are responsible for the preparation
of the financial statements in accordance with applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice).

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Industrial and Provident Societies Acts 1965 to 2002, the Industrial and Provident
Societies (Group Accounts) Regulations 1969, Schedule 7 the Housing (Scotland) Act 2001, the Registered
Housing Associations (Accounting Requirements)Scotland) Order 1999 and the Companies Act 1985. We also
report to you if, in our opinion, the association has not kept proper accounting records, if we have not received
all the information and explanations we require for our audit, or if information specified by law regarding Board
Members’ remuneration and other transactions is not disclosed.

We read the Management Committee Report and consider the implications for our report if we become aware of
any apparent misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and I[reland) issued by the
Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgments made by the Board in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the association’s circumstances, consistently applied and adequately disclosed.

We planned and performed our -audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial
statements.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF LINK GROUP LIMITED
(Continued)

Opinion

Tn our opinion the financial statements give a true and fair view of the state of affairs of the association at 31
March 2007 and of its income and expenditure for the year then ended and have been properly prepared in
accordance with the Industrial and Provident Socicty Acts 1965 to 2002, the Housing (Scotland) Act 2001 and
the Registered Housing Associations (Accounting Requirements)(Scotland) Order 1999.

Corporate Governance Matters

Tn addition to our audit of the financial statements, we have reviewed the Board’s statement on pages 6 to 7 on
the Association’s compliance with the guidance given in Raising Standards in Housing published by the Scottish
Federation of Housing Associations.

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

Opinion

With respect of the Board’s statement on internal financial control on pages 6 to 7, in our opinion the Board has
provided the disclosures required by Raising Standards in Housing and such statements are not inconsistent with
the information of which we are aware from our audit work on the financial statements.

Scott-Mongcrieff
Chartered Accountants
Registered Auditor

25 Bothwell Street
Glasgow G2 6NL

14 August 2007
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CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED
31 MARCH 2007

Notes 2007 2006
£000 £000 £'000.
Turnover 3a 21,683 21,217
Less:
Operating Costs 3a (19,266) {16,669)
Cost of Sales 3a 46 (1,773)
(19,220) (18,442)
Operating Surplus 3a 2,463 2,775
Interest receivable 3a 138 198
Interest payable 3a&7 (2,490) (2,511)
Gain on Disposal of Housing Properties 3a 584 210
Surplus for the year before taxation 3a 695 672
Corporation Tax 11 - -
Surplus for the year after taxation 695 672

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

The notes on pages 17 to 41 form part of these accoumts.

11
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LINK GROUP LIMITED INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED

31 MARCH 2007
Notes 2007 2006
£000 £000
Turnover 3b 16,464 15,096
Less: Operating Costs 3b (13,848) (12,241)
Operating Surplus 3b 2,616 2,855
Interest receivable 3b 120 206
Interest payable Ib&7 (2,361) (2,511)
Gain /{Loss) on Disposal of Housing
Properties 3b 569 188
944 738

Surplus for the year

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

The notes on pages 17 to 41 form part of these accounts.

i2




LINK GROUP LIMITED

CONSOLIDATED BALANCE SHEET AS AT 31 MARCH 2007

Tangible Fixed Assets
Housing Properties - Depreciated Cost
Less: Social Housing Grants

Other Public Grants

Other Fixed Assets
Investments

Current Assets

Work in Progress
Debtors

Cash at bank and in hand

Creditors: amounts falling due within one year

Net Current Assets

Total Assets Less Current Liabilities

Creditors: amounts falling due after more than one year
Net Assets

Capital and Reserves
Share Capital
DPesignated Reserve
Negative Goodwill

Revenue Reserve

Authorised for issue by the Board of Management on 14 August 2007 and signed on its behalf by:-

P Stephen-Samuels, Vice-Chairman

C M J Macneill, Board Member

J N Hall, Secretary

The notes on pages 17 to 41 form part of these accounts.

13

Notes

13
13
13

14a
15

16
17

18

19

2007 2006
£000 " £000
233,224 224,709
(157,020) (157,532)
(2,393) (2,393)
73,811 64,784
5,145 1,636
78,956 66,420
33 -
15,895 3,306
2,860 4,835
18,788 8,141
(17,952) (7,312)
836 829
79,792 67,249
(48,936) (38,000
30,856 29,249
16,196 16,185
5,220 5,621
9440 7,443
30,836 29,249
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LINK GROUP LIMITED BALANCE SHEET AS AT 31 MARCH 2007

Tangible Fixed Assets
Housing Properties - Depreciated Cost
Less: Social Housing Grants

Other Public Grants

Other Fixed Assets
Investments

Current Assets
Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year

Net Current Assets

Total Assets Less Current Liabilities

Creditors: amounis falling due after more than one year
Net Assets

Capital and Reserves
Share Capital
Designated Reserve
Negative Goodwill
Revenue Reserve

Authorised for issue by the Board of Managemeént 14 August 2007 and signed on its behalf by:-

P Stephen-Samuels, Vice-Chairman

C M J Macneill, Board Member

J N Hall, Secretary

The notes on pages 17 to 41 form part of these accounts

14

Notes

13
13
13

14b
i5

17

18

20

21

22
23b

2007 2006
£000 £000
226,439 224,709
(157,020) (157,532)
(2,393) (2,393)
67,026 64,784
4,839 1,586
50 50
71,915 66,420
4,565 2,241
1453 3,929
6,018 6,170
(5,407) (5,607)
611 563
72,526 66,983
(43,000) (38,000)
29,526 28,983
16,196 16,185
5,220 5,621
8,110 7,177
29,526 28,983

PN




LINK GROUP LIMITED N :

CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2007

Notes 2007 2006
£000 £°000
Net cash inflow from operating activities 27 2,805 5,924
Returns on investments and servicing of finance 28a (2,513) (2,?41)
Taxation - -
Capital expenditure 28b (7,308) (3,736)
Transfer of engagements 28¢ - -
Cash outflow before use of liquid resources and financing (7,016) (53)
Management of Liquid Resources - -
Financing 28d 5,041 -
Decrease in cash (1,975) {33)

15
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LINK GROUP LIMITED CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MARCH 2007

Net cash inflow from operating activities
Returns on investments and servicing of finance
Taxation

Capital expenditure

Transfer of engagements

Cash outflow before use of liquid resources and financing
Management of liguid resources
Financing

Decrease in cash

16

Notes

27

28a

28b

28¢

28d

2007 2006
£2000 £000
2,495 5,856
(2.,405) (2,234)
(7,566) (3,657)
(7,476) (35)
5,000 -
(2,476) (35)




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007

1.

@

(b)

©

@

()

®

ACCOUNTING POLICIES
Introduction and accounting basis

Link Group Limited is incorporated under the Industrial and Provident Societies Acts and is a housing
association registered with Communities Scotland under the Housing (Scotland) Act 2001.

The accounts are prepared under the historical cost convention, in accordance with applicable accounting

standards and comply with the Registered Housing Associations (Accounting Requirements) (Scotland) Order
1999 and the Statement of Recommended Practice (SORP): Accounting by Registered Housing Associations.

Basis of Consolidation

The group financial statements consolidate those of Link Group Limited and of its subsidiary undertakings
drawn up to 31 March 2007. Profits or losses on intra-group transaction are eliminated in full.

Investments

Investments are included at cost less provision for any permanent diminution in value. The Board is of the
opinion that this does not differ materially from the market value.

Tangible Fixed Assets - housing land and buildings

Housing properties are stated at cost. Expenditure on schemes which are subsequently aborted is written off in
the year in which it is recognised that the schemes will not be developed to completion.

Shared ownership properties are included in housing land and buildings and the proceeds of sale of the initial
tranches sold are credited against the carrying amount in respect of shared ownership projects. Subsequent
tranche sales are accounted for as disposals through the Income and Expenditure Account.

Grants

Capital Grants.

Housing Association Grant (HAG) is paid by Communities Scotland to Registered Social Landlords and is
utilised to reduce the capital costs of an approved scheme to an amount of required loan finance which it is
estimated can be serviced by the net annual income of the scheme. The amount of HAG is calculated on
qualifying costs of the scheme in accordance with instructions issued from time to time by Communities

Scotland. HAG is repayable under certain circumstances, primarily following sale of property, but will
normally be restricted to net proceeds of sale.

Other capital grants are shown, as is HAG, on the face of the balance sheet as the cumulative gross amouit
received and as a deduction from the fixed assets to which they relate.

Revenue Grants

Grants received for development for sale projects are credited against stocks or work in progress and therefore
cost of sales is stated net of grants received. Other revenue grants are credited to the Income and Expenditure
Account in the period when the costs to which they relate are incurred.

Mortgages

Mortgage loans are advanced by banks under the terms of loan facilify agreements in respect of the
Association’s housing properties.

17




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (continued)

1.

®

-

®

®

ACCOUNTING POLICIES (continued)
Depreciation
Housing lund and buildings

Depreciation is provided on all of the Group’s properties and has been calculated on a straight line basis over
the expected useful life of the properties, which the Association has assessed as an average of 50 years. The
amount to be depreciated is the historical cost of construction or acquisition, net of any grants and net of the
residual value, which is deemed to be the historical cost of the land, net of attributable grants.

Other fixed assets

Expenditure incurred on the Group's offices is written off over 50 years. Improvements to offices leased by the
Association are capitalised and depreciated over the term of lease. Furniture, fittings and equipment are
depreciated at 15% per annum on cost. Motor vehicles are depreciated at 25% per annum of net book value.
Computer equipment is depreciated at 33.3% per annum on cost.

Expenditure incurred on Linkwide Trading (West) Limited’s motor vehicles are depreciated at 33.33% per
annum on a reducing balance method. Plant & Equipment is depreciated at 25% per annum on a straight line
basis.

Work In Progress

Costs incurred on construction of property for sale are included at cost within work in progress. Interest on
related loans is also included in work in progress, where applicable.

Designated Future Maintenance Reserves

The reserve exists to fund future planned and cyclical maintenance and major repairs to the Group's housing
stock, the.cost of which will not be funded by erant. The Group has a policy of maintaining its housing stock
to a high standard and the transfer to the reserve has been determined in accordance with a comprehensive
planned maintenance programme. Actual costs incurred are charged in the Income and Expenditure Account.
Transfers from the reserve to the Income and Expenditure Account are made to cover the annual expenditure

incurred.

Negative Goodwill

Negative goodwill arising on any transfer of engagements represents the excess of the fair value of assets and
liabilities acquired over the consideration paid.

In accordance with the SORP and FRS 10, the negative goodwill is amortised to the Income and Expenditure
account over 20 years from the date of acquisition.

18




LINK GROUP LIMITED '

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (continued)

1. ACCOUNTING POLICIES (continued)

(¥) Apportionment of Management Expenses
Ditect employee, administration and operating costs have been apportioned to the relevant operational
functions undertaken by the Group, primarily on the basis of costs of the staff engaged in the operations dealt
with in these accounts and additionally by reference to the costs of the overhead expenditure consumed.

() Pension Costs
The Association participates in two pension schemes, a defined benefits pension scheme and a group personal
pension scheme (a defined contribution scheme) The Association's contributions for 2006/2007 under the
schemes have been fully charged to the Income and Expenditure Account.
Defined Contribution Schemes
The pension costs charged to the Income and Expenditure Account represent the amount of the contributions
payable to the scheme in respect of the accounting period.
Defined Benefit Scheme
The pension costs charged to the Income and Expenditure Account are based on actuarial methods and
assumptions designed to spread the anticipated pension costs over the service lives of the employees in the
scheme, so as to ensure that the regular pension cost represents a substantially level percentage of the current
and expected future pensionable payroll.

(m) VAT
The Group has Group registration for VAT purposes. A large proportion of the Group's income, rents, is
exempt for VAT purposes and therefore gives rise to a partial exemption calculation. For 2006/2007, only a
small proportion of VAT paid is recoverable, expenditure is therefore shown inclusive of VAT and any input
VAT recovered is included in other income.

{n) Lease Obligations
Rentals paid under operating leases are charged to the Income and Expenditure Account on a straight line
basis over the iease term.

2.

TURNOVER

Turnover, which is stated net of value added tax, represents income receivable from lettings and property
management, revenue grants, fees from managed associations and other income. In respect of the
Consolidated Tncome and Expenditure Account, turnover also includes income from providing support and
personal care services, housing for sale projects and property management and factoring ncome.
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LINK GROUP LIMITED

N

OTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued)

7.

GAIN ON DISPOSAL OF FIXED ASSETS

In the year to 31 March 2007 Link Group Ltd achieved a gain on disposal of fixed assets of £569,000
compared to a gain in 2006 of £188,000. During the year, Link continued to sell properties under the Right to

Buy legislation and also the onward sale of Shared ownership tranches.

The gain on disposal in 2007 of £569,000 is after charging costs amounting to £391,000 of decant, home Joss

and demolition costs relating to a major regeneration project.

OTHER COSTS

Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £000 £000
Business & other development costs 331 313 331 313
Publicity and promotion 48 41 48 41
Development costs 184 65 184 65
Factoring and agency services 146 279 - -
Giher 63 (5) 63 (5)
772 693 626 414
INTEREST PAYABLE AND SIMILAR CHARGES
Tnferest payable in the year has beer charged as Tollows:-
Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £000 £000
Income and Expenditure Account — Loan Interest 2,490 2,511 2,361 2,511
Capitalised in work in progress - - - -
2,490 2,511 2,361 2,511
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued)

8. DIRECTORS’ AND BOARD MEMBERS’ EMOLUMENTS

The aggregate Directors’ emoluments, including the Chief Executive were as follows;

Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £000 £0600
Emoluments (including pension contributions) 405 387 214 207

The Directors whose emoluments cxceed £40,000 fall within the following bandings;

Consolidated Link Group Litd

2007 2006 2007 2006

Emoluments {(excluding pension contributions) No. No. No. No.
£40,000 - £44,999 - - - -
£45,000 - £49,999 - 1 - -
£50,000 - £54,999 1 2 - 1
£55,000 - £59,999 2 1 - 1
£60,000 - £64,999 1 i 1 -
£65,000 - £69,999 - - - -
£70,000 - £74,999 - 1 - 1
£75,000 - £79,999 1 - i -
5 6 2 3

The emoluments of the highest paid Director, who is the Chief Executive are £79,533 (2006 - £71,101).
The Chief Executive is an ordinary member of the pension scheme, no enhanced or special terms apply and
he has no other pension arrangements with Link. The pension contribution by Link in respect of the Chief
Executive amounted to £9,000 (2006 - £7,941).

There were no emoluments paid to Board or Commiitee Meiiibérs diifing the year.

Consolidated Link Group Ltd
2007 2006 2007 2006
£'000 £000 £000 £000
Travel expenses reimbursed to Board and
Committee Members 12 9 3 5

During the year there were two tenant Board Members (2006, two) whose tenancies were on normal terms.
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued)

9,

10.

1L

EMPLOYEES

Staff costs during the year:
Wages and salaries

Social Security costs

Other pension costs

The average number of persons employed
during the year

The average full time equivalent number of
persons employed during the year

AUDITORS' REMUNERATION

The remuneration of the auditors (including
expenses and VAT)

Audit services
Other services

TAXATION

Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £000 £000
6,291 5,702 1,005 1,287
598 531 101 132
520 449 128 121
7,409 6,682 1,234 1,540
Consolidated Link Group Lid
2007 2006 2007 2006
No. No. No. No.
328 324 38 53
Consolidated Link Group Ltd
2007 2006 2007 2006
No. No. No. No.
290 276 33 47
Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £7000 £000
40 32 11 13
7 - 7 -
47 32 i8 13

Link Group Limited has charitable status for taxation purposes. In the year to 31 March 2007 it is
considered that the Association’s activities were within the scope of the charitable status and accordingly
no provision for taxation is necessary for Link Group Limited.

For the group, the charge for Corporation Tax is made up as follows:-

Corporation tax on the results for the year
Under / (Over) provision in previous year

26
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LINK GROUP LIMITED

NOTES TG THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued)

12

HOUSING STOCK - LINK GROUP

Analysis of Housing Stock by Accommeodation Type

Units in Management Units Under Development

31 March 31 March 31 March 31 March

2007 2006 2007 2006

Units Units Units Units

Link Group Limited 250

Housing accommodation for letting 5,259 3,240 115 250

Supported accommodation 15 104 - 25

Shared Ownership accommodation 512 483 3 58

Larkfield Housing Association Limited

Housing accommodation for letting 412 - - -

Total units in management 6,198 5,827 118 333
In addition, the following units are managed by other bodies;

Units

Organisation 31 March 31 March

2007 2006

Units Units

Stirling University 86 89

Kintry - 190

Others 9 9

95 288
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued)

14a. TANGIBLE FIXED ASSETS - OTHER FIXED ASSETS - CONSOLIDATED

Heritable
Office 2007 2006
Property Equipment  Vehicles Total Total
£000 £000 £'000 £'000 £°000
Cost '
At 1 April 2006 2,065 954 88 3,107 3,021
Opening balance - Larkficld HA 232 91 - 323
Additions 3,657 231 64 3,952 157
Disposals (451) (92) - (543) (71)
At 31 March 2007 5,503 1,184 152 6,839 3,107
Depreciation
At 1 April 2006 833 588 50 1,471 1,289
Opening balance - Larkfield HA 8 79 - 87
Provided during the year 134 175 32 341 251
On Disposals {120) (85) - (205) (69)
At 31 March 2007 855 757 82 1,694 1,471
Net Book Value at 31 March 2007 4,648 427 70 5,145 1,636
Net Rook Value at 31 March 2006 1,232 366 38 1,636

14b. TANGIBLE FIXED ASSETS - OTHER FIXED ASSETS - LINK GROUP LTD

Heritable
Office 2007 2006
Property Equipment  Vehicles Total Total
2000 - - --£2000- ... . £2000 .. .. £2000 £2000 _
Cost
At 1 April 2006 2,065 921 16 3,002 2,919
Additions 3,657 225 4 3,886 152
Disposals (451) (&) - {540) &
At 31 March 2007 5,271 1,057 20 6,348 3,002
Depreciation
At 1 April 2006 833 573 10 1,416 1,257
Provided during the year 131 164 2 297 228
On Disposals (120) (C5))] - (204) (69)
At 31 March 2007 844 653 12 1,509 1,416
Net Book Value at 31 March 2007 4,427 404 8 4,839 1,586
Net Book Value at 31 March 2006 1,232 348 6 1,586
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 {Continued)

15. INVESTMENTS (continued)

Cost

At 1 April 2006 and 31 March 2007

Amounts Written Down
At 1 April 2006 and 31 March 2007
Shares Redeemed during the year

Link Homes {2001) Limited

Net Book Value At 1April 2006 and 31 March 2007

16. WORK IN PROGRESS

At1 April 2006

Expenditure on development properties

Grants received from Communities Scotland
Cost of disposals transferred to Cost of Sales

At 31 March 2007

Shares in Shares in
Group Group
Undertakings Undertakings
2007 2006
£ £
50,001 150,001
- (50,000)
- (50,000)
50,001 50,001
Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £°000 £000
- 1,644 - -
13y 296 - =
- (145) - -
46 (1,795) - -
33 - - -
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued)

17.

18.

DEBTORS
Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £'000 £000
Arrears of rent and service charges 1,030 987 200 930
Less: Provision for bad and doubtful debts {438) (344) (372) (323)
HAG receivable 1,830 706 1,830 706
Revenue Grants receivable - - - -
Homestake 11,571 1,327 - -
Other debtors (less provision £25,669
2006 - £25,949) 1,397 371 828 40
Prepayments 505 259 106 112
Due from subsidiaries - - 1,273 776
15,895 3,306 4,565 2,241

The amounts due from subsidiaries represents rental income collected by subsidiary companies on behalf of
Link Group Ltd and not received by Link Group until after the year end. In addition, the amount due from
subsidiaries also includes charges levied by Link Group for services provided which were invoiced to the
subsidiaries, and also paid, after the year end

Link Group Ltd has provided loan facilities of £1m to one of its subsidiaries through an on-lending agreement
from part of its syndicated lending facility of £60m {see note 1%). The amount advanced under this facility was
£nil at 31 March 2007 (2006 £nil).

CREDITORS - AMOUNTS FALLING DUE WITHIN ONE YEAR

‘Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £000 £000
Housing loans - current instalments due 169 - - -
Homestake 11,665 1,441 - -
Trade and other creditors 4,720 3,874 4,034 3,269
Taxation and Social Security 242 166 238 166
Pension Contributions 58 55 35 55
Accruals 493 1,183 132 701
Rents in advance 605 593 509 513
Amounts Owed to Group Undertakings - - 439 903
17,952 7312 5,407 5,607
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR

ENDED 31 MARCH

2007 (Continued)

19. CREDITORS - AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

Loan Facilities
Communifies Scotland

Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £°000 £000 £000
48,737 38,000 43,000 38,000
199 - - -
48,936 38,000 43,000 38,000

Communities Scotland has advanced funds to Larkfield Housing Association in respect of proposed works to
owner occupied properties. These funds will be repaid to Communities Scotland once repairs are completed and

contributions received from the owners.

Consolidated Link Group Ltd
Analysis of Loan Facilities 2007 2006 2007 2006
£°000 £000 £000 £000

Housing Loans
Fixed Rate
Advanced by Banks 24,700 24,760 24,700 24,700
Advanced by Building Sociefies 5.906 - - -
Variable Rate
Advanced by Banks 18,300 13,300 18,300 13,300

48,906 38,000 43,000 38,000

The Association has & loan facility of £60m, of which £43m had been drawn down as at 31 March 2007 (2006 -

£38m) and £17m is available to be drawn down in accordance with the terms of the Facility Agreement.

The loan facility is secured over a number of the Association’s housing properties.

Interest on the loans outstanding at 31 March 2007 was charged at interest rates between 5.4912% and 7.261%

(2006 —between 4.9391% and 7.411%).

Analysis of Maturity of Debt

Amounts Repayable:

In one year or less, or on demand
Between one and two years
Between two and five years

In five vears or more

Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £000 £2000
169 - ) -
376 . . .
1,190 : 760 :
1735 5 760 5
47171 38,000 42240 38,000
48,906 38,000 43,000 38,000
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Centinued)

20. SHARE CAPITAL

Consolidated Link Group Ltd
2007 2006 2097 2006

No. No. No. No.
Shares of £1 each fully paid and issued
At beginning of the year 194 138 194 188
Opening balance — Larkfield HA 203 - - -
Shares issued during the year 5 6 2 6
Shares surrendered during the year - - - -
Shares of £1 each fully paid at end of the year 402 194 196 194

21. DESIGNATED FUTURE MAINTENANCE RESERVE - CONSOLIDATED AND LINK

GROUP LIMITED
2007 2006
TFotal Total
£004 £000
Balance at 1 April 2006 16,185 16,056
From Income and Expenditure Account 4,255 3,957
To Income and Expenditure Account {4,2443 (3,828)
At 31 March 2007 16,196 16,185
22. NEGATIVE GOODWILL — CONSOLIDATED AND LINK GROUP LIMITED
2007 2006
Total Total
2000 £7000
Balance at 1 April 2006 5,621 6,022
Ammortised during the year (401) (401)
At 31 March 2007 5,220 5,621

Negative Goodwill which arose on a Transfer of Engagements is amortised over 20 years in accordance
with the Association’s accounting policy.

23a. REVENUE RESERVES - CONSOLIDATED

2007 2006

Total Total

£000 £°000

Balance at 1 April 2006 7,443 6,900
Opening balance - Larkfield HA 1,313 -
Surplus in the year 695 672
Net transfer to designated reserves (1) (129)
At 31 March 2007 9,440 7.443
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HE YEAR ENDED 31 MARCH 2007 (Coniinued)

23b. REVENUE RESERVES - LINK GROUP LIMITED

24.

25.

26.

Balance at 1 April 2006

Surplus in the year

Net transfer to designated reserves
At 31 March 2007

CAPITAL COMMITMENTS

2007 2006
Total Total
£000 £000
7,177 6,568

944 738
(1) (129)
8,110 7,177

At 31 March 2007 authorised and contracted commitments outstanding amounted to approximately £2m

for Link Group Limited and the group (2006, £14m).

CONTINGENT LIARILITIES

Office Repairs

A contingent liability exists in respect of potential repairs to Link’s property at 170 Hope Street, Glasgow.
The property is listed and deemed to be of significant architectural Importance, although major expenditure
is required to make the property safe. Agreement has been reached in principle with Glasgow Building
Preservation Trust to purchase the property for £1 which will free Link from any liability for repairs to the

building.

OBLIGATIONS UNDER LEASES

Anmual commitirerts under non-canceflable operating leases are-as follows:

CONSOLIDATED

Operating leases which expire:
Within one year

In the second to fifth year inclusive
Over five years

LINK GROUP LIMITED

Operating leases which expire:
Within one year

In the second to fifth year inclusive
Over five years
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2007 2006
Land and Land and
Buildings Other  Buiidings Gther
£'000 £'000 £000 £000
53 22 5 19
- 23 - 32
56 - 161 -
109 45 166 51
2007 2006
Land and Land and
Buildings Other  Buildings Other
£000 £000 £000 £000
53 19 5 19
- 23 - 27
56 - 161 -
109 42 166 46




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued})

27. RECONCILIATION OF SURPLUS TO NET CASH FLOW FROM OPERATING ACTIVITY

28.

(2)

(b)

(©

@

Operating surplus

Depreciation charges

Release of negative goodwill
{Decrease)/increase in creditors
(Increase)/decrease in debtors
{Increase)/decrease in work in progress
Decrease in loans (current liabilities)

Net Cash Inflow from Operating Activities

GROSS CASH FLOWS

Returns on Investments and Servicing of
Finance

Interest received
Interest paid

Capital Expenditure

Sales proceeds of housing accommeodation held
for disposal

Acquisition and construction of housing
Properties

Purchase of oilier fixed assets

Capital grants received

Grants repaid

Sale proceeds of housing properties

Sale proceeds of other fixed assets

Acquisitions and Disposals

Financing

Loan advances received - housing
Loans redeemed - housing
Loan principal repayments - Housing
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Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £000 £000
2,463 2,775 2,616 2,855
1,782 1,522 1,689 1,499
{401) (401) (401) (401)
10,490 1,614 a7 1,042
(11,496) (1,229) (1,232) 861
(23) 1,643 - -
2,805 5,924 2,495 5,856
Consolidated Link Group Ltd
2007 2006 2007 2006
£000 £000 £000 £'000
138 198 120 206
(2,651) . (2,439) {(2,525) (2,440)
(2,513) {2,241) (2,405) (2,234)
1,977 293 1,977 293
(14,761) (19,487) (14,761) (19,487)
3,819 @211y 13;885Y) (i61)
6,309 13,028 6,309 13,028
(2,214) (4,050) (2.214) (4,050)
4,655 6,691 4,463 6,720
545 - 545 -
(7.308) (3,736) (7,566) (3,657)
5,200 - 5,000 -
(159) - - -
5,041 - 5,000 -




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued)

29a. RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT - CONSOLIDATED

2007 2006
£'000 £'000
Increase in cash in the period (1,975) (33)
Cash (inflow)/outflow from increase/decrease in debt (5,041) -
Cash outflow/(inflow) from increase/(decrease) in liquid resources - -
Change in net debt resulting from cash flows (7.016) (33)
Larkfield HA opening loan balance (5,864) -
Movement in net debt in the period (12,880) {53)
Net debt.at 1 April 2006 (33,165) (33,112)
Net debt at 31 March 2007 (46,045) (33,165)
29b. RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT
LINK GROUP LIMITED
2007 2006
£'000 £'000
Decrease in cash in the period (2,476) (35)
Cash (inflow)/outflow from increase/decrease in debt (5,000) -
Cash outflow/(inflow) from increase/(decrease) in liquid resources _ - -
Change in net debt resulting from cash flows (7.476) (35)
Movement in net debt in the period (7,476) (35)
Net debt at I April 2006 (34,071) (34,036)
‘Net debt at 31 March 2007 @1;547) 34,071
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued)

30a. ANALYSIS OF NET DEBT - CONSOLIDATED

Larkfield
At 1 April Cash Opening At 31 March
2006 Flows Balance 2007
£'000 £'000 £'000 £'000
Cash at bank 4,835 (1,975) 2,860
Debt due after one year (38,000) (5,041) (5,695) (48,736)
Debt due within one year - - {170) (170)

(5,041) (5,865)

Liquid resources

(33,165; (7,016) (5,86%) (46,046)

30b. ANALYSIS OF NET DEBT - LINK GROUP LIMITED

At 1 April Cash At 31 March
2006 Flows 2007
£'000 £000 £000
Cash at bank 3,929 (2,476) 1,453
Debt due after one year (38,000) (5,000) (43,000)
Debt due within one year - -
(5.000)
Liquid resources - - -
L _(34,59:7'_1_)__._.. e ATAHTOY = e (A4 D)

31. PENSIONS

Defined Contribution Scheme

164 members of staff are members of the Link Group personal pension scheme (2006, 163), 24 of whom are
employed by Link Group Ltd (2006, 34). The assets of the scheme are administered by trustees in a fund
independent of the Link Group. The total employer contributions for the year ended 31 March 2007 amounted
to £461,314 (2006, £385,027), £122,231 of which were made in relation to Link Group Ltd staff (2006,
£112,003).

Defined Benefit Scheme

General

Link Group Ltd also participates in the SFHA Pension Scheme (the “scheme”). The Scheme is a multi-
employer defined benefit scheme. The scheme is funded and is contracted out of the state scheme.

The Trustee commissions an actuarial valuation of the Scheme every 3 years. The main purpose of the

valuation is to determine the financial position of the Scheme in order to determine the level of future
contributions required so that the Scheme can meet its pension obligations as they fall due.
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued)

31. PENSIONS (continued)

The actuarial valuation assesses whether the Schemie’s assets at the valuation date are likely to be sufficient to
pay the pension benefits accrued 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 returns.

Link Group paid contributions at the rate of 17.5%, amounting to £53,532 (2006, £57,018), during the
accounting period for 10 member of staff (2006, 11), of which £5,482 (2006, £7,175), related to 1 member of
Link Group Lid staff (2006, 1). Member contributions were 7.0%.

As at the balance sheet date there were 10 (2006 — 11) active members of the Scheme employed by Link Group
Limited and subsidiaries. Link Group Limited has closed the scheme to new entrants, however, Larkfield
Housing Association, a subsidiary of Link Group, continues to offer membership of the Scheme to its
employees,

It is not possible in the normal course of events to identify the share of underlying assets and liabilities
belonging to individual participating employers. Accordingly, due to the nature of the Plan, the accounting
charge for the period under FRS17 represents the employer contribution payable.

The last formal valuation of the Scheme was performed as at 30 September 2003 by a professionally qualified
actuary using the “projected unit credit” method. The market value of the Scheme’s assets at the valuation date
was £143 million. The valuation revealed a shortfall of assets compared to liabilities of £37 million, equivalent
10 a past service funding level of 80%.

Link Group Limited has subsequently been notified of the provisional results of the triennial valuation carried
out as at 30 September 2006. This indicates an increase in the assets of the Scheme to £268 million and an
increase in the shortfall of assets compared with liabilities to £54 million, equivalent to a past service funding
level of 83%. The September 2006 actuarial valuation has not yet been finalised. The following notes
therefore relate to the actuarial valuation as at 30 September 2003

Financial Assumptions

The financial éssumbtfbns underlymg the valuation were as follows:- % pa
- Investment return pre retirement 7.8
- Investment return post retirement 52
- Rate of salary increases 4.0
- Rate of pension increases 25

(for leavers before 1 October 1993 pension increases are 5.0% pa)

- Rate of price inflation 2.5

Valuation results

The valvation showed a shortfall of assets compared to liabilities of £37 million (equivalent to a past service funding
level of 80%).

The employer’s ongoing future service coniribution rate, after allowing for changes in benefits, was assessed as
9.3% of pensionable salarics. Following consideration of the resuits of the actuarial vaiuation it was agreed that,
with effect from 1 April 2005:

- The standard employer contribution rate would be increased from 12.2% to 14.0% of pensionable

salaries.
- Member contributions would be increased from 6 0% to 7.0% of pensionable salaries.
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2007 (Continued)

31. PENSIONS (continued)

A small number of employers that have closed the Scheme to new entrants, including Link Group Limited (with the
exception of Larkfield Housing Association Limited), are required to pay an additional contribution loading of 3.5%
to reflect the higher costs of a closed arrangement.

On the basis of the valuation assumptions this pattern of contributions should be sufficient to eliminate the past
service deficit, on an on-going funding basis, by 30 September 20135.

Following a change in legislation in September 2005 there is a potential debt on the employer that could be levied
by the Trustee of the Scheme. The debt would be 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 ie. 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 thete 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.

Link Group Limited does not intend to withdraw from the scheme and the trustee has confirmed that there is no
intention to wind up the Scheme.

41




