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LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT

The Board presents its report and the Group acsdanthe year ended 31 March 2009.
PRINCIPAL ACTIVITY

The principal activity of the Group is to provideusing, management and support services to megtge rof
housing needs.

REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS
Financial Performance

Link Group Limited (“Link” or the “Association”) dteved a surplus for the year of £0.6M (2008, £2Mhe
decrease in the surplus for the year was due mairdyreduced Gain on Disposal of Properties. Hiqdar the
gain arising in 2008 was higher than normal asiduded the sale of the Association’s former heéiten
premises at Albany Street, Edinburgh.

Turnover and Operating Costs increased by apprd&lynd2% and 17%, to £20.4M and £18M, respectively,
resulting in a decrease in the Operating Surplosnf£2.7M to £2.4M. Included in Operating Costs is
expenditure on Reactive Maintenance, Planned amtidal/Maintenance and Major Repairs, the cost bictv
was £9M in 2009 (2008, £8.2M).

Annual expenditure on Planned and Cyclical Mainteeaand Major Repairs is derived from a 30-year
investment model designed to ensure all Link's prtps are maintained to a specific standard, Hyere
continuing to extend the useful life of the profet The investment model takes account of tlechfcles of
individual components and generates an annual gpefite across all of Link’s stock.

Link’'s investment in planned maintenance and magpairs will ensure that it meets the Scottish Huays
Quality Standard by 2015. The investment progransnmfluenced by Link’'s Asset Management Strategy,
which assesses when it will be appropriate to camtywhole refurbishment of properties and/or coasiother
re-development opportunities, rather than a coatinycle of building component replacement.

Despite the significant Planned Maintenance investmn its stock, Link is required by the Statemeht
Recommended Practice to depreciate its Housing éftiep and Retained Surpluses are calculated after
providing for Depreciation of £1.6M in 2009 (20@83,.4M)

At 31 March 2009 Link’s total reserves amounted3d.7M, a decrease of £3.4M from 2008. The deereas
reserves was principally attributed to the relezfs€£3.9M of the Negative Goodwill Reserve. Theergs itself
was created many years ago when Link took overhandiousing association. At the time Link committed
investing the equivalent value of the reserve hdeeeloping old tenement blocks in Clydebank. A rmyild
project of 42 units is virtually complete and, & tproject is being developed without HAG or anieot
subsidy, the final cost exceeds the value of a#fblel rented housing (as determined by the rentgyeta The
permanent diminution in value has been accountedhfthe sum of £3.9M and the same sum released fhe
Negative Goodwill Reserve. As such the adjustmerst had no net impact on the Income and Expenditure
Account.

Link’'s Revenue Reserves increased from £13.9M 0820 £14.5M in 2009, as a result of achieving g
for the Year of £0.6M. In addition to providing fim for re-development, these reserves are reqtdredpport
the planned maintenance investment programmed(ifired) and provide a hedge against risk. Includettie
£31.7M of total reserves, the Designated ResenmvEdture Maintenance amounted to £16.4M (2008,4818.

Through one of the group subsidiaries, Link Hom280() Limited, Link has continued to participate an
initiative designed to assist first-time buyerslow incomes in central Scotland through the provisdf shared
equity grants. The scheme (Open Market Shared E®iiot) is promoted by the Scottish Government and
operated by Link. The grants are repayable whemptbperty is sold and are repaid in proportionhi® d¢riginal
purchase price, by reference to the value of thpgnty when ultimately sold. The grant repaymentetsirned
via Link to the Scottish Government.



LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT (continued)

The cumulative grants received and paid out to essfal applicants amounted to £38.3M at 31 Mardd920
(2008, £22.8M) In the consolidated balance shessetlyrants awarded and received are included itoBednd
Creditors respectively.

In addition to the administration of the sharedigqgpilot by Link Homes, Link has purchased andrishe
course of constructing properties to be sold ohaxexd equity basis. This initiative, called New flyfShared
Equity, is also grant funded and operates accoridirige same principles as the shared equity pilot.

The consolidated results of the group reflect #mults of the subsidiary companies. The total methisurplus
of the group amounted to £0.7M (2008, £2.1M). TBward welcomes the positive contribution by the
subsidiaries.

Investment and Financing

During the year Link invested £17M (2008, £8.1M)niew properties for rent and sale on a shared whiger
basis across the central belt of Scotland. Thpeediture was partly financed by Housing Associatigrant
(HAG) of £9M (2008, £4.1M) with the balance fundedloans drawn under the syndicated loan facility.

During the year Link drew down a further £6M undesr syndicated loan facility with the Royal Bank of
Scotland and by March 2009 Link had drawn downehtre £55M loan facility. To finance its developme
programme Link concluded negotiations with the Rdank of Scotland to extend the facility to £65M.
addition, Link negotiated with Abbey National Traas Services plc for a further £15M facility. Bol#cilities
were formally accepted in the new financial ye®&¥0@/10). Link will draw on these facilities overethext three
years based on the anticipated development progegamm

Link’'s Treasury Management policy aims to maintagproximately 60% to 70% of Link’s borrowings orefd
interest rates, maturing over a rolling periodadsedge against adverse movements in variablegiteates. At
March 2009, 63% of Link borrowings were subjectidng-term fixed interest rates, with the remainBigo
mostly on one month variable rate loans.

Link’s housing stock was valued during 2006/07 atidition to stock required as security for its baings,
Link has over £45M of housing stock available toused as security for future borrowing (the housitugk is
valued on an Existing-Use Basis — Social Housing) rflects the value of the net rental stream av@0-year
period taking account of management costs and rajegted repairs required). Link’s current devela@nn
programme will be financed from the existing loaility, therefore (when completed) these propertidil

also be available as security for future borrowingke estimated Existing-Use value of these progeeiis
approximately £26M.

In the latter part of the financial year Link paipated in the Scottish Government's acceleratedGHA
programme, which was part of a national programmpurchase properties and sites which had not beleh
due to the economic situation, particularly as regahe housing market. Link also used its own uesEs in
purchasing sites to safeguard future housing supply

Link has a continuing, substantial investment paogne. Its target is to complete approximately 1&fperties
per annum for rent and low cost home ownershipéshaivnership/ shared equity over the 5-year busipks
period 2009/10 to 2013/14. The current developmpeagramme will generate 712 properties in the fiear
period, necessitating a capital investment of £80Nunded by a mix of grants, loans and from intérna
resources.

Operating Performance
Link's Customer Service Centre (CSC) operates foffice premises in Callendar Business Park, Falkifke

CSC consolidates service delivery and centralisiesirastrative functions relating to housing and mbamnance
services, allowing area office staff more time pei@te directly in the community.



LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT (continued)

During the year Link continued to perform well grms of Key Financial Performance Indicators. Redtom
The Scottish Housing Regulator’'s Register of Sotcadlord (RSL) Statistics for 2007/08 demonstratteat
Link’s voids (as a percentage of rent receivablejen0.6% compared to 1.7% for all RSLs and to tkeian
result of 0.7%.

Total rent arrears (as a percentage of rent relsieivavere 4.7% compared to the all-RSL result 6#6and the
median result of 4.7%. In addition the percentafyee-lets achieved within 4 weeks was 80% compéiwetie
all-RSL result of 58% (median 69%). The averagetrine was 21 days compared to the all-RSL resfulid
days (median 22 days). Link's 2008/09 results cuito reflect excellent performance with void9 &% of
rent receivable (2008, 0.5%) and gross arrearss&b 42008, 5.1%) and net arrears (net of bad deligion)
at 3% (2008, 3.4%)

The Board is satisfied that Link performs well cargd with its peers and also compared to all R&really.
In addition, the Board has monitored Link’s finaalgperformance against key indicators and is cenfidhat
not only has Link performed well but also it hasreithan comfortably achieved lending covenants.

Group Strategy

Each year Link's Board sets strategic objectivestli@ group and it consults the subsidiary compaaigout
these. Following agreement to the Strategic Oljest the Board also consults the subsidiaries tabetting
key objectives and targets for forthcoming finahgars. The subsidiaries add to these objectwestargets
and prepare business plans which are submittelet@toup Board for approval prior to the beginnirighe
financial year.

In its business plan, Link has focused on targgeged to growth of the organisation - not onlggrms of units
and services provided but also in improving sendedivery. Link has committed substantial resosrte
expanding the development programme, attractingrd®SLs to join the group and maximising procuremen
efficiencies. Link has also re-affirmed its comnmgtmh to ensure continued development of efficientlity
services and has committed resources to suppasicsaties to expand and diversify service provision

In 2007/08 Link and Linstone Housing Associatiogngid a Joint Statement of Intent which anticipated
Linstone joining the group during 2008/09. Linsten®danagement Committee however re-considered the
option appraisal (which had originally advocatepbiting a group structure) and concluded thatatile not be

in its best interests to be part of a group stmectdccordingly no further discussions with Linstolnave taken
place on this matter.

During the year Link was selected by Horizon Hogskssociation as its preferred partner. Link andittm
signed a Joint Statement of Intent which anticipaierizon joining the group during 2009/10. Horizavhich

is based in Livingston, operates across centraltl@wb and has over 700 tenanted properties under
management.

Group Structure

Link Group Limited has charitable status and isegiBered Social Landlord (regulated by The Sdottisusing
Regulator — formerly Communities Scotland) anchis parent company to eight subsidiaries (a numbeihizh
are dormant companies). The results of the swbgdi are included in these accounts and refleicietie
Consolidated Income and Expenditure account anddlidated Balance Sheet. The purposes and cdiostiwof
the subsidiaries is dealt with in a note to theoants.

Larkfield Housing Association is currently the omdther Registered Social Landlord in the group.aAsRSL
subsidiary, Larkfield has retained its assets, nanteidentity. Link has the power to appoint thgarigy of the
Management Committee members and the circumstamoee Link would exercise that power are dealt with
in the Independence Agreement which governs tlatioekhip between Link and Larkfield.

All other members of the group are wholly ownedsidiaries of Link Group Limited and it appoints tBeard
Members of subsidiary companies on the recommematdf the subsidiary company’s Board.
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LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT (continued)

The Chairperson of each subsidiary is normally anbvex of the Link Group Limited Board, some memhsrs
which are also members of the Boards of the sudngidiompanies; although in no case does the mgjorit
membership on these Boards consist of Link Groupiteid Board Members.

Each subsidiary has entered into an IndependenceeAgent with Link Group Limited. This document
preserves the independence of the subsidiariesesdout the respective responsibilities of thesislidry and
the parent. The Independence Agreement confirmptbcesses and procedures each party will cortfmand
the basis upon which services will be provided leefvthe parties.

Business Outlook

Link has a strong development programme and is gtisanboth to growth in its services to customend a
attracting other RSLs to join the group. The firiahoutlook is even more uncertain than at thisetilast year
since, as a result of the “credit crunch” and fitpact on financial institutions, fewer lenders haither the
appetite or resources to lend to RSLs. Those thatahnot offer terms as competitive as most RSh& ha
enjoyed over the last few years. Nevertheless, lisnk a very strong position and has been ablartange
£25M of new facilities to complete its developmpriigramme.

In 2007 the Scottish Government published a GreapeR “Firm Foundations” which consulted about
potentially radical changes to the current grastesy with the aim of increasing the supply of sbiegusing. In
December 2008 a further paper entitled “Investm@\fordable Housing: A Consultation” was publishddhe
paper proposed fundamental changes to the way inhwhe Scottish Government distributes HAG. The
Scottish Government announced in June 2009 tlehd inot intend to implement a number of the propsysa
least at this time. Nevertheless, along with matheio RSLs, Link recognises that changes are redjue
streamline the grant system so that more, muchemkaffordable housing can be provided.

One of Link’s subsidiaries (LinkLiving) providesreaand support services for the group. Duringydwer Link
Group and LinkLiving completed a strategy to revidwe operating cost base of the support servides, t
outcome of which was to agree new terms and camditof employment for all staff employed by Linkidy.
The aim of the strategy was to reduce costs sulietgrso that LinkLiving was better placed to wienders for
local authority support contracts. The new termd aonditions will play a major part in achievingath
objective.

Link continues to be involved in new initiativesdanduring the year Link was appointed by the Sdottis
Government to administer the Open Market Shareditfdrilot project in the East and West of Scotland,
covering 23 local authority areas. Out of the Soattwide budget of £60M the amount allocated tcehsvo
areas amounts to £49.5M.

Board and Directors

The Board consists of up to 15 members electetheatnhnual General Meeting. Board members serve on
various committees (as described in the Statemeninternal Financial Controls) set up to managekLin
Current membership of the Board is set out on dagBoard membership at March 2009 and at the afatas
report, stood at 12 members. Each Board Membetshahe fully paid share of £1 in Link. The Dirastof
Link (who are staff members) have no beneficiatiest in its share capital and they act within ahéhority
delegated by the Board of Management.

Equality and Diversity

Link has an Equality and Diversity staff workingogp which produced an updated Equality and Diversit
Policy, approved by the Board. All staff attendrtiiag in Equality and Diversity.

Employee Involvement

Throughout the group Link employed, on average, 83if (of whom 37 are employed by Link Group Lieu}
during the year, most of whom are full time anddahat offices in Edinburgh, Falkirk, Glasgow anaki€aldy.
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LINK GROUP LIMITED

REPORT OF THE BOARD OF MANAGEMENT (continued)

The Training and Development Plan ensures a hig#l lef continuous training for staff ensuring thegve the
skills to carry out their jobs in a changing enmimzent. Link and all its subsidiaries are accrediteestors in
People.
Auditors

A resolution to re-appoint Scott-Moncrieff, as Alwls of the association will be proposed at the uain
General Meeting to be held on 1st September 2009.

As far as each of the members of the Board atiitie the report is approved is aware:
» there is no relevant information of which Link’sciiors are unaware; and

» the members of the Board have taken all stepghlgtought to have taken to make themselves aware
of any relevant audit information and to estabiislt the auditors are aware of the information.

BY ORDER OF THE BOARD

J N Hall, FCCA
Secretary

14" July 2009



LINK GROUP LIMITED

BOARD STATEMENT ON INTERNAL FINANCIAL CONTROLS

Internal Financial Control

The Board is responsible for establishing and ra@ing the Group’s system of internal financial ofs.
Internal control systems are designed to meet #drécplar needs of the Group and the risks to wilicis
exposed, and by their nature can provide reasomatlaot absolute assurance against material réssémt or
loss. The key procedures which the Board has ledted with a view to providing effective interrfidancial
control are as follows:-

Corporate Governance

In 2007/08 the Board adopted the Regulatory CodgaMernance published by the Scottish Housing Regul
and undertook the Regulator's recommended selSassmnt exercise over a series of Board meetings. Th
Board continues to be satisfied that Link compligth the Regulatory Code of Governance.

Management Structure

Link Group, for which the Board has overall respbitiy, is governed by a set of Standing Order$iicl
reserves specific powers to the Board and deledatesions and powers to its Sub-Committees. Lirkish
Committees meet either immediately before or afteard meetings and on average each Sub-Committee is
scheduled to meet four times a year. The folloveirgjthe Sub-Committees of the Board:

e Audit Committee

* Risk Management Committee
* Nominations Committee

* Remuneration Committee

The remit of the Sub-Committees is further desctilager in this statement.
Policies

Link has up to date policies in place for all arefithe business. The Policy Manager (supportethéystrategy
and Business Support team and Link’s Policy Foromprdinates the policy review process and dultiiregyear
the Board approved a number of revised/updatectipslin accordance with the policy review timetat#é

Link policies are available to staff through thé&rdmet. Link also publishes customer-related pedian its web

page.
Procedures Manuals

Responsibility levels are set out for the Grouplétailed procedures manuals. These communicatgetieral
ethos of the Group, delegation of authority andchatisation levels, segregation of duties and ottwrtrol
procedures together with accounting policies amdgdures. The manuals are updated regularly.

Quality and Integrity of Personnel

The integrity and competence of personnel is exdsarel maintained through high recruitment standards
subsequent training courses. In addition Link afes a performance management framework incorpgrati
mid-year and annual appraisals and setting a hgiand development plan for all staff. High quafiersonnel
are seen as an essential part of the control emmigat and the ethical standards expected are eswadthin
the ethos of the Group and in the Staff Code ofdDoh

Identification of Business Risks
The Board is responsible for identifying the mafmusiness risks faced by Link and for determining th

appropriate course of action to manage those ris¥ajor business risks and their financial implicat are
assessed by reference to established criteria.



LINK GROUP LIMITED

BOARD STATEMENT ON INTERNAL FINANCIAL CONTROLS (con tinued)

The financial implications of major business risk® controlled by means of delegated authoritiegctwh
reserve significant matters to the Board for dedisisegregation of duties in appropriate areaspmydical
controls over assets and access to records.

Management Information Systems

Management information systems have been develtpedovide accurate and timeous data on all aspécts
the business. Management accounts comparing aetudts against budget are presented to the Boardhly
together with a balance sheet and performance stgk@y financial indicators. Reports accompanyting
accounts also provide information on Link’s borrogyiinvestment and recoverability of debts due.

Internal Control Systems

The Board monitors the operation of the internafficial control system by considering regular repéom
management and the external auditors and ensupespajate corrective action is taken to addressrapgrted
weaknesses.

Internal Audit

Internal Audit services are provided by an expexehinternal Audit company. The audit workplanéserated
from a detailed Audit Needs Assessment which ithagon a systematic risk assessment of Link’satjoers
and activities. The Internal Auditors report te tBhief Executive and to the Audit Committee.

Strategy Planning and Risk

Link has a full-time Strategy Planning and Risk Mger whose principal functions are strategic plagrand
management of risk. The post holder also co-ordmtie internal audit programme.

Risk Management Committee

The Risk Management Committee has up to seven nrenapé its role is to oversee a detailed risk assest
of development projects and major business chaagesentified by the Board. The Committee advi$es t
Board of the risks (short, medium and long-terngoagted with proposed development projects andiske
assessment of major business changes. Capitaldittpens also regulated by a budgetary processdetailed
authorisation levels in respect of each projear éxpenditure beyond specified levels, detaileppsals have to
be submitted to the Board. Reviews are carrieddoudng the development period to monitor expemditand
performance. In addition the Committee also revikink’s Risk Management Strategy.

Audit Committee

The Audit Committee has up to five members and tesithe controls which are in force and any peraxcki
gaps in the control environment. This is achiewsdugh reports to the Committee from the Internatiifors
and the Risk and Compliance Manager. The Audit Citteenalso considers and determines relevant aation
respect of any control issues raised by the intennexternal auditors.

Remuneration Committee

The Remuneration Committee has up to four membeds raonitors (and sets the salaries of) the Chief
Executive and the Directors.



LINK GROUP LIMITED

BOARD STATEMENT ON INTERNAL FINANCIAL CONTROLS (co ntinued)

Nominations Committee

The Nominations Committee has up to five membedsisumesponsible for reviewing the skills and eigrage of
the various Boards and Committees throughout tbepgto ensure Link has the best mix of skills ahilitiees
required to manage the business. The Committelsdsresponsible for overseeing Board Member indactind
ongoing training and development of Board Members.

Health & Safety

The Board is committed to the provision of a hgatthd safe working environment. Link endeavourslitminate

hazards where recognisable, including the risk i, fsecurity losses, damage to plant, property ted
environment, thus significantly reducing the rigkpersonal injury or occupational ill health to p#érsonnel. The
Health & Safety Committee (a staff group) overseiek’s risk assessment programme and regularlyeresithe

policy. Link’s full-time Health and Safety Officevorks closely with the Health and Safety Committee.

Statement
The Board has reviewed the effectiveness of theesysef internal financial controls which has beg@emting

during the year and beyond. No weaknesses havefbeed which resulted in material losses, contirgges or
uncertainties that require disclosure.



LINK GROUP LIMITED

STATEMENT OF RESPONSIBILITIES OF THE BOARD OF MANAG EMENT IN RESPECT OF THE
GROUP ACCOUNTS

Legislation requires the Board of Management tgare group accounts for each financial year whieh g true
and fair view of the state of affairs of the Assticin and the Group and of the income and expaeditithe
Association and the Group for that period. In prégg those accounts, the Board is required to:

- select suitable accounting policies and thenyajiy@im consistently;
- make judgements and estimates that are reasarablerudent;

- prepare the accounts on the going concern basauit is inappropriate to presume that the Grwilp
continue in business.

The Board is responsible for ensuring that arrasgesnare made for keeping proper books of accoitintrespect
to the Group's transactions and its assets arititiésband for maintaining a satisfactory systehtantrol over the
Group's books of account and transactions. ThedBisalso responsible for ensuring that arrangésreme made
to safeguard the assets of the Group and hent¢akiog reasonable steps for the prevention andtieteof fraud
and other irregularities.
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LINK GROUP LIMITED

INDEPENDENT AUDITOR’'S REPORT TO THE MEMBERS OF LINK GROUP LIMITED

We have audited the financial statements of Linloupr Limited, (the Association), and the consolidate
financial statements of the Association and itssglibriesfor the year ended 31 March 2009 set out on pages 1
to 46. These financial statements have been prépeuder the accounting policies set out therein.

This report is made solely to the association’s bmens, as a body, in accordance with Section 9eoftiendly
and Industrial and Provident Societies Act 1968ir @udit work has been undertaken so that we nsigié to
the association’s members those matters we arére€lgio state to them in an auditor’s report andnfo other
purpose. To the fullest extent permitted by law,deenot accept or assume responsibility to anydherdhan
the association and the association’s membersbasiy for our audit work, for this report, or fdret opinions
we have formed.

Respective responsibilities of Board of Managemermind auditors

As described in the Board of Management's Repdrt, Board of Management are responsible for the
preparation of the financial statements in accocdawith applicable law and United Kingdom Accougtin
Standards (United Kingdom Generally Accepted ActiogrPractice).

Our responsibility is to audit the financial statmts in accordance with relevant legal and regojato
requirements and International Standards on Ag{fi’K and Ireland).

We report to you our opinion as to whether therfoial statements give a true and fair view andpaoperly
prepared in accordance with the Industrial and iBemt Societies Acts 1965 to 2002, the Industmal Brovident
Societies (Group Accounts) Regulations 1969, Sdeeduhe Housing (Scotland) Act 2001 and the Remgst
Social Landlords Accounting Requirements (Scotladrjer 2007. We also report to you if, in our opm the
association has not kept proper accounting recifrd® have not received all the information anglerations
we require for our audit, or if information speei by law regarding Board Members’ remuneration atier
transactions is not disclosed.

We read the Board of Management’s Report and cendiet implications for our report if we become eavaf
any apparent misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with Inteamati Standards on Auditing (UK and Ireland) issbgadhe
Auditing Practices Board. An audit includes exartiorg on a test basis, of evidence relevant toatimeunts
and disclosures in the financial statements. |b aif&ludes an assessment of the significant estsnanhd
judgments made by the Board in the preparatiomheffinancial statements, and of whether the acaugint
policies are appropriate to the association’s arstances, consistently applied and adequatelyodisd!

We planned and performed our audit so as to olathithe information and explanations which we cdesgd
necessary in order to provide us with sufficientdemce to give reasonable assurance that the falanc
statements are free from material misstatementthghecaused by fraud or other irregularity or error
forming our opinion we also evaluated the overdiguacy of the presentation of information in timaricial
statements.

Opinion

In our opinion the financial statements give a tane fair view of the consolidated statement odiedfand the
state of affairs of the association at 31 March®86ad of the income and expenditure for the yean #nded
and have been properly prepared in accordancethetindustrial and Provident Society Acts 1965002, the
Housing (Scotland) Act 2001 and the Registered édandlords Accounting Requirements (Scotland)eDdrd
2007.
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LINK GROUP LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LINK GROUP LIMITED
(continued)

Corporate Governance Matters

In addition to our audit of the financial statensggie have reviewed the Board's statement on page® on
the Association’s compliance with the guidance giireRaising Standards in Housing published byS3bettish
Federation of Housing Associations.

We carried out our review in accordance with guadaissued by the Auditing Practices Board. Thatlguie
does not require us to perform the additional woekessary to, and we do not, express any opiniothen
effectiveness of the Association’s system of ind&fimancial control or its corporate governancegadures.

Opinion

With respect of the Board’s statement on interimarfcial control on pages 7 to 9, in our opinioa Board has
provided the disclosures required by Raising Stadwdi;m Housing and such statements are not indensiwith
the information of which we are aware from our awirk on the financial statements.

Scott-Moncrieff
Chartered Accountants
Registered Auditor

25 Bothwell Street
Glasgow G2 6NL

14 July 2009
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LINK GROUP LIMITED

CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT FOR THE YEAR ENDED
31 MARCH 2009

Notes 2009 2008
£'000 £000

Turnover 3a 26,445 24,050
Less: Operating Costs 3a (23,748) (20,890)
Operating Surplus 3a 2,697 3,160
Interest receivable 266 254
Interest payable 7 (2,946) (3,232)
Gain on Disposal of Properties 641 1,960
Surplus for the year before taxation 658 2,142
Corporation Tax 11 - -
Surplus for the year after taxation 658 2,142

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

The notes on pages 19 to 46 form part of theseuatso
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LINK GROUP LIMITED

LINK GROUP LIMITED INCOME AND EXPENDITURE ACCOUNT F OR THE YEAR ENDED
31 MARCH 2009

Notes 2009 2008
£000 £000

Turnover 3b 20,395 18,149
Less: Operating Costs 3b (18,044) (15,421)
Operating Surplus 3b 2,351 2,728
Interest receivable 337 227
Interest payable 7 (2,710) (2,854)
Gain on Disposal of Properties 6 625 1,919
Surplus for the year 603 2,020

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

The notes on pages 19 to 46 form part of theseuatso
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LINK GROUP LIMITED

CONSOLIDATED BALANCE SHEET AS AT 31 MARCH 2009

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
Designated Reserve
Restricted Reserve
Negative Goodwill
Revenue Reserve

Authorised for issue by the Board of Management4duly 2009 and signed on its behalf by:-

E Banks, Board Member

B Reidford, Board Member

J N Hall, Secretary

The notes on pages 19 to 46 form part of theseuatso
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Notes

13a
13a
13a

1l4a
15

16
17

18

19

20
21
22
23
24a

2009 2008
£000 £000
252,404 243,456
(169,031) (161,782)
(2,398) (2,398)
80,975 79,276
7,688 7,955
88,663 87,231
8,440 560
43,269 25,118
4,777 9,810
56,486 35,488
(49,126) (29,170)
7,360 6,318
96,023 93,549
2,7G5) (57,037)
33,227 36,512
16,396 16,396
14 -
876 4,819
15,941 15,297
33,227 36,512




LINK GROUP LIMITED

LINK GROUP LIMITED BALANCE SHEET AS AT 31 MARCH 200 9

Notes

Tangible Fixed Assets
Housing Properties - Depreciated Cost 13b
Less: Social Housing Grants 13b

Other Public Grants 13b
Other Fixed Assets 14b
Investments 15
Current Assets
Work In Progress 16
Debtors 17
Cash at bank and in hand
Creditors: amounts falling due within one year 18
Net Current Assets
Total Assets Less Current Liabilities
Creditors: amounts falling due after more than one year 19
Net Assets
Capital and Reserves
Share Capital 20
Designated Reserve 21
Negative Goodwill 23
Revenue Reserve 24b

Authorised for issue by the Board of Managemeniul¢ 2009 and signed on its behalf by:-

E Banks, Board Member

B Reidford, Board Member

J N Hall, Secretary

The notes on pages 19 to 46 form part of theseuatso

16

2009 2008
£000 £000
246,027 236,975
(168,986) (161,782)
(2,398) (2,398)
74,643 72,795
7,473 7,725
50 50
82,166 80,570
8,101 -
4,689 2,328
3,216 8,458
16,006 10,786
(9,231) (5,015)
6,775 5,771
88,941 86,341
7,1%7) (51,257)
31,744 35,084
16,396 16,396
876 4,819
14,472 13,869
31,744 35,084




LINK GROUP LIMITED

CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDED

31 MARCH 2009

Net cash inflow from operating activities

Returns on investments and servicing of finance
Taxation

Capital expenditure

Transfer of engagements

Cash (outflow)/inflow before use of liquid resource and
financing

Management of Liquid Resources

Financing

(Decrease)/increase in cash

17

Notes

28

29a

29b

29c

29d

2009 2008
£000 £000
458 4,611
(2,459) (2,962)
(8,816) (2,775)

- 2,240
(10,817) 1,114
5,784 5,836
(5,033) 6,950




LINK GROUP LIMITED

LINK GROUP LIMITED CASH FLOW STATEMENT FOR THE YEAR

ENDED 31 MARCH 2009

Notes
Net cash inflow from operating activities 28
Returns on investments and servicing of finance 29a
Taxation
Capital expenditure 29b
Transfer of engagements 29c
Cash (outflow)/inflow before use of liquid resource and
financing
Management of liquid resources
Financing 29d

(Decrease)/increase in cash
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2009 2008
£'000 £'000
(200) 4,391
(2,145) (2,615)
(8,850) (3,004)
- 2,240
(11,195) 1,012
5,953 5,993
(5,242) 7,005




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009

1.

(@)

(b)

(©

(d)

(€)

(f)

ACCOUNTING POLICIES
Introduction and accounting basis

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

The accounts are prepared under the historicdl cars/ention, in accordance with applicable acdagnt
standards and comply with the Registered Sociatlloads Accounting Requirements (Scotland) Order7200
and the Statement of Recommended Practice (SORByuAting by Registered Housing Associations 2008.

Basis of Consolidation

The group financial statements consolidate thoskird Group Limited and of its subsidiary undertays
drawn up to 31 March 2009. Profits or losses tnraigroup transaction are eliminated in full.

Investments

Investments are included at cost less provisiorafgr permanent diminution in value. The Board ighef
opinion that this does not differ materially fronetmarket value.

Tangible Fixed Assets - housing land and buildings

Housing properties are stated at cost. Expendimrschemes which are subsequently aborted is mvoffeén
the year in which it is recognised that the schemitsot be developed to completion.

Grants

Capital Grants

Housing Association Grant (HAG) is paid by The tBsb Government to Registered Social Landlordsiand
utilised to reduce the capital costs of an appraatdme to an amount of required loan finance wiich
estimated can be serviced by the net annual inaifmee scheme. The amount of HAG is calculated on
qualifying costs of the scheme in accordance wistructions issued from time to time by The Sdottis
Government. HAG is repayable under certain circantes, primarily following sale of property, buillw
normally be restricted to net proceeds of sale.

Other capital grants are shown, as is HAG, onfabe of the balance sheet as the cumulative grossirat
received and as a deduction from the fixed assethich they relate.

Revenue Grants

Grants received for affordable housing for salgguts are credited against work in progress ancbfiie
cost of sales is stated net of grants received.

Grants received for Shared Equity initiatives areluded in creditors and the grants made to suittess
Shared Equity applicants are included in debtors.

Mortgages

Mortgage loans are advanced by banks under tmstef loan facility agreements in respect of the
Association’s housing properties.
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued)

1.

9)

(h)

(i)

0)

ACCOUNTING POLICIES (continued)
Depreciation
Housing land and buildings

Depreciation is provided on all of the Group’sppedies and has been calculated on a straighbése over
the expected useful life of the properties, whith Association has assessed as an average of 50 Vka
amount to be depreciated is the historical costootruction or acquisition, net of any grants aatiof the
residual value, which is deemed to be the histbcist of the land, net of attributable grants.

Other fixed assets

Expenditure incurred on the Group's offices idteuni off over 50 years. Improvements to officeséebby the
Association are capitalised and depreciated overtéhm of lease. Furniture, fittings and equipmerg
depreciated at 15% per annum on cost. Motor vehimte depreciated at 25% per annum of net boolevalu
Computer equipment is depreciated at 33.3% pemammucost.

Work In Progress

Costs incurred on construction of property for saie included at cost within work in progress. es¢ on
related loans is also included in work in progredgere applicable.

Designated Future MaintenanceReserves

The reserve exists to fund future planned andaalanaintenance and major repairs to the Group'sihg
stock, the cost of which will not be funded by drahe Group has a policy of maintaining its hagsstock

to a high standard and the transfer to the redemgebeen determined in accordance with a comprigbens
planned maintenance programme. Actual costs iedware charged in the Income and Expenditure A¢coun
Transfers from the reserve to the Income and ExperdAccount are made to cover the annual expemadit
incurred.

Negative Goodwill

Negative goodwill arising on any transfer of engagets represents the excess of the fair valuesetaand
liabilities acquired over the consideration paid.

In accordance with the SORP and FRS 10, the neggtiodwill is amortised to the Income and Expemelitu
account over 20 years from the date of acquisitiothe absence of any known future costs. In tlemethat
future costs crystallise, an appropriate adjustrisemtade to the carrying value of negative good\ske note
23).
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (continued)

1. ACCOUNTING POLICIES (continued)

(k) Apportionment of Management Expenses
Direct employee, administration and operating £dsive been apportioned to the relevant operational
functions undertaken by the Group, primarily on ltlasis of costs of the staff engaged in the operstilealt
with in these accounts and additionally by refeestacthe costs of the overhead expenditure consumed

() Pension Costs
The Association participates in two pension scleraalefined benefits pension scheme and a graspnze
pension scheme (a defined contribution scheme)e Agsociation's contributions for 2008/2009 under t
schemes have been fully charged to the Income gperiiture Account.
Defined Contribution Schemes
The pension costs charged to the Income and Expeadiccount represent the amount of the contidioisti
payable to the scheme in respect of the accoupéngd.
Defined Benefit Scheme
The pension costs charged to the Income and Expemdiccount are based on actuarial methods and
assumptions designed to spread the anticipatedopeossts over the service lives of the employeethé
scheme, so as to ensure that the regular penssbmegesents a substantially level percentagheottirrent
and expected future pensionable payroll.

(m) VAT
The Group has Group registration for VAT purposés.large proportion of the Group's income, reigs,
exempt for VAT purposes and therefore gives risa pmrtial exemption calculation. For 2008/2008y @
small proportion of VAT paid is recoverable, expitune is therefore shown inclusive of VAT and anput
VAT recovered is included in other income.

(n) Lease Obligations
Rentals paid under operating leases are chargéitettncome and Expenditure Account on a strailet |
basis over the lease term.

2. TURNOVER

Turnover, which is stated net of value added tagresents income receivable from lettings angbgntg
management, revenue grants, fees from managediagstc and other incomeln respect of the
Consolidated Income and Expenditure Account, ten@lso includes income from providing support and
personal care services, housing for sale projectpeoperty management and factoring income.

Also included is any income from first tranche reldaownership disposals. This represents a change i

accounting policy arising from the adoption of SORW®8. The Board of Management have examined Link
Group’s recent history of shared ownership disgoaatl is satisfied that no prior year adjustmergdsired.
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

3a. PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS — CONSOLIDATED

Operating

Operating Surplus/

Turnover Costs (Deficit)

2009 2009 2009

£'000 £'000 £'000
Social Lettings (note 4a) 20,941 (16,149) 4,792
Other Activities (note 5a) 5,504 (7,559) (2,095)

26,445 (23,748) 2,697

3b. PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS - LINK GROUP LIMITED

Operating

Operating Surplus/

Turnover Costs (Deficit)

2009 2009 2009

£'000 £'000 £'000
Social Lettings (note 4b) 18,242 (13,804) 4,438
Other Activities (note 5b) 2,153 (4,240) (2,087)

20,395 (18,044) 2,351

22

Operating
Operating Surplus/
Turnover Costs (Deficit)
2008 2008 2008
£'000 £'000 £'000
,898 (14,716) 4,178
,156 (6,174) (1,018)
24,050 (20,890) 3,160
Operating
Operating Surplus/
Turnover Costs (Deficit)
2008 2008 2008
£'000 £'000 £'000
,408 (12,714) 3,694
a1 (2,707) (966)
18,149 (15,421) 2,728




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

4a. PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS FROM SOCIAL LETTING ACTIVITIES — CO NSOLIDATED

Supported Shared
General Needs Housing Ownership 2009 2008
Housing Accommodation Housing Total Total
£000 £000 £000 £000 £000
Income from rent and service charges
Rents receivable net of service charges 18,849 35 883 19,767 17,816
Service charges 1,101 - 17 1,118 997
Gross income from rent and service charges 19,950 35 900 20,885 18,813
Less: Rent losses from voids (107) - (1) (108) (87)
Net income from rent and service charges 19,843 35 899 20,777 18,726
Grants from the Scottish Ministers - - - - -
Other revenue grants 16 - - 16 89
Other income 148 - - 148 79
Total turnover from social letting activities 20,007 35 899 20,941 18,894
Expenditure
Management & maintenance administration costs 73,55 1 94 3,652 3,368
Service Charges 1,089 - 14 1,103 1,053
Planned & cyclical maintenance & Major Repairs 68,7 66 3 5,837 5,349
Reactive maintenance costs 3,671 - - 3,671 3,219
Bad Debts — rents & service charges 181 3 190 9 16
Depreciation of Social Housing 1,589 4 103 1,696 1,558
Impairment of Social Housing 3,943 - - 3,943 -
Release of Negative Goodwiill (3,943) - - (3,943) -
Operating costs for social letting activities 15,855 74 220 16,149 14,716
Operating Surplus / (Deficit) for social lettings D09 4,152 (39) 679 4,792 4,178
Operating Surplus / (Deficit) for social lettings 208 3,500 15 663 4,178
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

4b. PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS FROM SOCIAL LETTINGS - LINK GROUP L IMITED

Supported Shared
General Needs Housing Ownership 2009 2008
Housing Accommodation Accommodation Total Total
£000 £000 £000 £000 £000
Income from rent and service charges
Rents receivable net of service charges 17,430 35 883 18,348 16,443
Service charges - - - - -
Gross income from rent and service charges 17,430 35 883 18,348 16,443
Less: Rent losses from voids (105) - (1) (106) (79)
Net income from rent and service charges 17,325 35 882 18,242 16,364
Grants from the Scottish Ministers - - - - -
Other revenue grants - - - - 44
Total turnover from social letting activities 17,325 35 882 18,242 16,408
Expenditure
Management & maintenance administration costs 2,96 1 149 3,113 3,004
Service Charges - - - - -
Planned & cyclical maintenance & Major Repairs 65,3 66 3 5,434 5,189
Reactive maintenance costs 3,525 0 - 3,525 3,010
Bad Debts — rents & service charges 167 3 6 176 92
Depreciation of Social Housing 1,448 4 104 1,556 1,419
Impairment of Social Housing 3,943 - - 3,943 -
Release of Negative Goodwiill (3,943) - - (3,943) -
Operating costs for social letting activities 13,468 74 262 13,804 12,714
Operating Surplus / (Deficit) for social lettings D09 3,857 (39) 620 4,438 3,694
Operating Surplus / (Deficit) for social lettings 208 3,061 15 618 3,694
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

5a. PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS FROM OTHER ACTIVITIES — CONSOLIDATE D

Wider role activities

Factoring

Development and construction of property activities
Care & Support activities

Agency/management services for RSLs

Other agency / management services
Developments for sale to RSLs

Development and improvements for sale to non RSLs
(incl. shared ownershipg'tranches & shared equity sales)

Amortisation of Negative Goodwill
Business & other development costs
Publicity and Promotion

Shared Equity and Sales Administration
Other Activities

Total from Other Activities 2009

Total from Other Activities 2008

Grants Operating Operating
from Other Supporting Total Operating Surplus / Total  Operating Surplus /
Scottish Revenue People Other Turnover Costs (Deficit) Turnover Costs (Deficit)
Ministers Grants Income Income 2009 2009 2009 2008 2008 2008
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
282 40 - 15 337 (711) (374) 434 (817) (383)
- 63 - 61 124 (165) (41) 109 (113) 4
- - - 2 2 (451) (449) - 277) 277)
- 438 2,773 579 3,790 (4.373) (583) 3,859 (4,332) (473)
- 29 29 (22) 7 263 (250) 13
- - - - - ®) ®) 9 (14) ®)
- - - 726 726 (729) ?3) . (28) (28)
- - - - - - - 401 0u
- - - (533) (533) - (343) (343)
- - - - - (188) (188) - (183) (183)
472 4 6 47 (422) 54 405 (218) 187
- - - 20 20 - 20 77 - 77
754 541 2,773 1,436 5,504 (7,599) (2,095) 5,156 (6,174) (1,018)
590 642 2,777 1,147 5,156 (6,174) (1,018)
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

5b. PARTICULARS OF TURNOVER, OPERATING COSTS AND OPERATING SURPLUS FROM OTHER ACTIVITIES — LINK GROUP  LIMITED

Wider role activities

Factoring

Development and construction of property activities
Care & Support activities

Agency/management services for RSLs

Other agency / management services
Developments for sale to RSLs

Development and improvements for sale to non RSLs
(incl. shared ownershig*tranches & shared equity sales)

Amortisation of Negative Goodwill

Gift Aid from subsidiaries

Business & other development costs
Publicity and Promotion

Shared Equity and Sales Administration
Other Activities

Total from Other Activities 2009

Total from Other Activities 2008

Grants Operating Operating
from Other Supporting Total Operating Surplus / Total  Operating Surplus /
Scottish Revenue People Other Turnover Costs (Deficit) Turnover Costs (Deficit)
Ministers Grants Income Income 2009 2009 2009 2008 2008 2008
£000 £000 £000 £000 £000 £000 £000 £000 £'000 £000
- - - - - (389) (389) - (350) (350)
- - - - - (449) (449) - 277) 277)
- - - - - (599) (599) - (473) (473)
- - - 26 26 (22) 4 56 (44) 12
- - 1,398 1,398 (1,402) 4 1,404 (1,410) (6)
- - - 511 511 (643) (132) - - -
- - - - - - - - 401 401
- - - 198 198 - 198 204 - 204
- - - - - (517) (517) - (343) (343)
- - - - - (187) (187) - (182) (182)
- - - - - (32) (32) - (29) (29)
- - - 20 20 - 20 77 - 77
- - - 2,153 2,153 (4,240) (2,087) 1,741 (2,707) (966)
- - - 1,741 1,741 (2,707) (966)
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

6. GAIN ON DISPOSAL OF FIXED ASSETS
In the year to 3March 2009 Link Group Limited achieved a gain ospdisal of fixed assets of £624,997
compared to a gain in 2008 of £1,919,000, whictuded a gain on sale of £1,500,000 on the saldéeof t

Association’s former head office premises. During year, Link continued to sell properties underRtight
to Buy legislation and also the onward sale of &hawnership tranches.

7. INTEREST PAYABLE AND SIMILAR CHARGES

Interest payable in the year has been chargedlasdc

Consolidated Link Group Ltd
2009 2008 2009 2008
£'000 £'000 £'000 £000
Income and Expenditure Account — Loan Interest 2,946 3,232 2,710 2,854
Capitalised in work in progress 96 9 - -
3,042 3,241 2,710 2,854
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

8. DIRECTORS’ AND BOARD MEMBERS' EMOLUMENTS

The aggregate Directors’ emoluments, over £60,0@0yding the Chief Executive were as follows;

Consolidated Link Group Ltd

2009 2008 2009 2008

£'000 £'000 £000 £000

Emoluments (including pension contributions) 382 7 30 235 166

The Directors whose emoluments exceed £60,00Witdin the following bandings;

Consolidated Link Group Ltd
2009 2008 2009 2008
Emoluments (excluding pension contributions) No. No. No. No.
£60,000 - £69,999 4 3 2 1
£70,000 - £79,999 - - - -
£80,000 - £89,999 1 1 1 1
5 4 3 2

The emoluments of the highest paid Director, véhthé Chief Executive are £84,655 (2008, £81,728).
The Chief Executive is an ordinary member of thesgen scheme, no enhanced or special terms apgly an
he has no other pension arrangements with Link.@émesion contribution by Link in respect of the €hi
Executive amounted to £9,772 (2008, £9,396).

There were no emoluments paid to Board or Comenltembers during the year.

Consolidated Link Group Ltd
2009 2008 2009 2008
£000 £'000 £'000 £'000
Travel expenses reimbursed to Board and
Committee Members 14 13 4 6

During the year there were two tenant Link GroumiBloMembers (2008, 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 2009 (Continued)

9. EMPLOYEES

Consolidated Link Group Ltd
2009 2008 2009 2008
£'000 £000 £000 £000
Staff costs during the year:
Wages and salaries 7,272 7,052 1,263 1,117
Social Security costs 706 669 137 117
Other pension costs 586 530 117 100
8,564 8,251 1,517 1,334
Consolidated Link Group Ltd
2009 2008 2009 2008
No. No. No. No.
The average monthly number of persons
employedduring the year 337 361 37 41
Consolidated Link Group Ltd
2009 2008 2009 2008
No No. No. No.
The average monthly full time equivalent persons
employed during the year 294 320 36 37
10. AUDITORS’ REMUNERATION
Consolidated Link Group Ltd
2009 2008 2009 2008
£'000 £000 £000 £000
The remuneration of the auditors (including
expenses and VAT) for the year
Audit services 53 47 21 16
Other services 3 6 3 1
56 53 24 17

11. TAXATION

Link Group Limited has charitable status for tasatipurposes. In the year to 31 March 2009 it is
considered that the Association’s activities werthiw the scope of the charitable status and adaghg
no provision for taxation is necessary for Link Gopd.imited.

For the group, the charge for Corporation Tax islenap as follows:-
Consolidated
2009 2008
£'000 £'000

Corporation tax on the results for the year - -
Under / (Over) provision in previous year - -
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

12. HOUSING STOCK — LINK GROUP

Analysis of Housing Stock by Accommodation Type

Units in Management Units Under Development
31 March 31 March 31 March 31 March
2009 2008 2009 2008
Units Units Units Units
Link Group Limited
Housing accommodation for letting 5,730 5,625 114 58
Supported accommodation 16 15 - -
Shared Ownership accommodation 508 502 19 3
Larkfield Housing Association Limited
Housing accommodation for letting 401 402 - -
Total units in management 6,655 6,544 133 61

In addition, the following units are managed blyestbodies;

Units
Organisation 31 March 31 March
2009 2008
Units Units
Stirling University 86 86
Others 9 9
95 95
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

13a. TANGIBLE FIXED ASSETS - HOUSING PROPERTIES — GONSOLIDATED

Housing Shared Ownership
properties held for Shared Ownership  Housing properties in properties in course 2009 2008
letting housing properties  course of construction of construction Total Total
£'000 £'000 £'000 £'000 £'000 £'000
Cost
At 1 April 2008 224,294 19,682 9,469 723 254,168 242,457
Transfer of Engagements - - - - - 5,919
Additions 746 36 14,718 1,550 17,050 8,084
Impairment Write-down - - (3,943) - (3,943) -
Transfer Shared Equity & Shared OwnersHiiranche to WIP - - (1,161) (549) (1,710) -
Transfers 9,439 8 (9,439) 8) - -
Disposals - initial tranches - - - - - (176)
- other sales (348) (432) - - (780) (2,116)
At 31 March 2009 234,131 19,294 9,644 1,716 264,785 254,168
Depreciation
At 1 April 2008 9,928 784 - - 10,712 9,233
Transfer of Engagements - - - - - -
Provided during the year 1,593 104 - - 1,697 1,559
On Disposals (19) (9) - - (28) (80)
At 31 March 2009 11,502 879 - - 12,381 10,712
Depreciated Cost 222,629 18,415 9,644 1,716 252,404 243,456
Housing Association Grant
At 1 April 2008 142,054 14,974 4,190 564 161,782 157,020
Transfer of Engagements - - - - - 1,539
Additions 130 - 7,967 908 9,005 4,113
Transfer Shared Equity Grant to Creditors - - (765) - (765) -
Transfers 5,070 1 (5,070) 1) - -
Repaid and abated during year (363) (628) - - (991) (890)
At 31 March 2009 146,891 14,347 6,322 1,471 169,031 161,782
Other Capital Grants
At 1 April 2008 2,384 14 - - 2,398 2,393
Transfer of Engagements - - - - - -
Additions - - - - - 5
Transfers - - - - - -
Repaid and abated during year - - - - - -
At 31 March 2009 2,384 14 - - 2,398 2,398
Net Book Value at 31 March 2009 73,354 4,054 3,322 245 80,975 79,276
Net Book Value at 31 March 2008 69,928 3,910 5,279 159 79,276
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

13b. TANGIBLE FIXED ASSETS - HOUSING PROPERTIES — LINK GROUP LTD.
Housing

Cost

At 1 April 2008

Transfer of Engagements
Additions

Impairment Write-down

Transfer Shared Equity & Shared OwnersHigranche to WIP

Transfers

Disposals - initial tranches
- other sales

At 31 March 2009

Depreciation

At 1 April 2008

Transfer of Engagements
Provided during the year
On Disposals

At 31 March 2009

Depreciated Cost

Housing Association Grant

At 1 April 2008

Transfer of Engagements

Additions

Transfer Shared Equity Grant to Creditors
Transfers

Repaid and abated during year

At 31 March 2009

Other Capital Grants

At 1 April 2008

Transfer of Engagements
Additions

Transfers

Repaid and abated during year
At 31 March 2009

Net Book Value at 31 March 2009

Net Book Value at 31 March 2008

Shared Ownership

Development administration costs capitalised amenitd £252,196 (2008 - £234,292) for which Hougksgociation Grant amounting to £354,256 (2008 -6091) was received in the year.
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properties held for Shared Ownership  Housing properties in properties in course 2009 2008
letting housing properties course of construction of construction Total Total
£000 £000 £000 £000 £000 £000
216,706 19,682 9,469 723 246,580 234,681
- - - - - 5,919

677 36 14,718 1,550 16,981 8,084

- - (3,943) - (3,943) -

- - (1,161) (549) (1,710) -

9,439 8 (9,439) (8) - -

- - - - - (176)

(310) (432) - - (742) (1,928)
226,512 19,294 9,644 1,716 257,166 246,580
8,821 784 - - 9,605 8,242
1,452 104 - - 1,556 1,420
(13) ©) - - (22) (57)
10,260 879 - - 11,139 9,605
216,252 18,415 9,644 1,716 246,027 236,975
142,054 14,974 4,190 564 161,782 157,020
- - - - - 1,539

85 - 7,967 908 8,960 4,113

- - (765) - (765) -

5,070 1 (5,070) 1) - -
(363) (628) - - (991) (890)
146,846 14,347 6,322 1,471 168,986 161,782
2,384 14 - - 2,398 2,393

- - - - - 5

2,384 14 - - 2,398 2,398
67,022 4,054 3,322 245 74,643 72,795

63,447 3,910 5,279 159 72,795



LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

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

14b.

Cost

At 1 April 2008
Acquired

Additions
Disposals

At 31 March 2009

Depreciation

At 1 April 2008

Acquired

Provided during the year
On Disposals

At 31 March 2009

Net Book Value at 31 March 2009

Net Book Value at 31 March 2008

TANGIBLE FIXED ASSETS - OTHER FIXED ASSETS - LINK GROUP LTD

Cost

At 1 April 2008
Additions
Disposals

At 31 March 2009

Depreciation

At 1 April 2008

Provided during the year
On Disposals

At 31 March 2009

Net Book Value at 31 March 2009

Net Book Value at 31 March 2008

Heritable
Office Plant & 2009 2008
Property Equipment  Vehicles Total Total
£'000 £'000 £'000 £'000 £'000
7,886 1,122 20 9,028 6,839
1 142 12 155 4,014
(4) (184) (1) (189) (1,825)
7,883 1,080 31 8,994 9,028
380 681 12 1,073 1,694
224 187 7 418 392
- (184) (1) (185) (1,013)
604 684 18 1,306 1,073
7,279 396 13 7,688 7,955
7,506 441 8 7,955
Heritable
Office Plant & 2009 2008
Property Equipment  Vehicles Total Total
£'000 £'000 £'000 £'000 £'000
7,644 1,031 20 8,695 6,348
1 141 12 154 4,002
- (184) (1) (185) (1,655)
7,645 988 31 8,664 8,695
359 598 13 970 1,509
215 185 6 406 352
- (184) (1) (185) (891)
574 599 18 1,191 970
7,071 389 13 7,473 7,725
7,285 433 7 7,725




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

15.

INVESTMENTS
Subsidiary Undertakings

Company Authorised Share Capital Issued Share Capal

Link Housing Association Limited 100 £1 shares £1

Linkwide Limited Limited by Guarantee N/A
LinkLiving Limited Limited by Guarantee N/A
Link Housing Association (2006) Limited  Limited iBuarantee N/A
Link Property Limited 50,000 £1 shares £50,000
Larkfield Housing Association Limited N/A N/A
Link Energy Limited 100 £1 shares £1

Principal Activity

aridgement of social rented housing stock
Developnieof Community Regeneration initiatives
Providg care and support to Link tenants and others
Dormant (company wound up on 19 2008)
Daotn
A Regered Social Landlord, management of social tehtgusing
stock
General coneiaéactivities relating to renewable energy prigec

At 31 March 2009 Link Group Limited held 100% shaggital of the subsidiary undertakings listed ahavith the exception of Larkfield Housing Assomat where

Link Group Limited has control of the appointmehttee Committee of Management.

Link Housing Association (2006) Limited and Linkdperty Limited were dormant (within the meaningsettion 250 of the Companies Act 1985) throughbat t
financial period to 31 March 2009, however Link ldog Association (2006) Limited was wound up onJl@&e 2009. The issued share capital of Link Prgpert

Limited and Link Housing Association is shown asttwithin Link Group Limited.

Link Energy Limited was incorporated on 10 Novemp@08 and has not traded up to the Balance Sh&et da

At 31 March 2009 Linkwide Limited held 100% shaepital of the following subsidiary undertakings:

Company Authorised Share Capital Issued Share Capit

Link Homes (2001) Limited 50,000 £1 shares £50,000

The issued share capital of Link Homes (2001) Lenhiis held at cost within Linkwide Limited.

All of the subsidiary undertakings have been cadated in the group financial statements.
34

Principal Activity
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LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

15. INVESTMENTS (continued)

Shares in Shares in
Group Group
Undertakings Undertakings
2009 2008
£ £
Cost
At 1 April 2008 and 31 March 2009 50,001 50,001
Amounts Written Down
At 1 April 2008 and 31 March 2009 - -
Shares Redeemed during the year
At 1 April 2008 and 31 March 2009 - -
Net Book Value At 1 April 2008 and 31 March 2009 50,001 50,001
16. WORK IN PROGRESS
Consolidated Link Group Ltd
2009 2008 2009 2008
£'000 £'000 £'000 £'000
At 1 April 2008 560 33 - -
Expenditure on development properties 8,012 529 8,167 -
Shared ownership first tranche costs 549 - 549 -
Cost of disposals transferred to cost of sales (681) (2 (615) -
At 31 March 2009 8,440 560 8,101 -
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NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

17. DEBTORS
Consolidated Link Group Ltd
2009 2008 2009 2008

£'000 £'000 £000 £000
Arrears of rent and service charges 951 952 831 837
Less: Provision for bad and doubtful debts (313) (327) (273) (284)
HAG receivable 2,668 332 2,668 332
Shared Equity Grants 38,292 22,796 320 -
Other debtors (less provision £63,469
2008 - £24,092) 1,194 940 258 174
Prepayments 477 425 196 104
Due from subsidiaries - - 689 1,165

43,269 25,118 4,689 2,328

The amounts due from subsidiaries represents remtaime collected by subsidiary companies on bedfalf
Link Group Limited and not received by Link Grouptiliafter the year end. In addition, the amourg ¢ham
subsidiaries also includes charges levied by Limkup for services provided which were invoiced he t
subsidiaries, and also paid, after the year end.

Link Group Limited has provided loan facilities £2.9m to one of its subsidiaries through an onitgnd

agreement from part of its syndicated lending figcdf £55m (see note 19). The amount advanced ruthite
facility was £178,459 at 31 March 2009 (2008 - £848).

18. CREDITORS - AMOUNTS FALLING DUE WITHIN ONE YEAR

Consolidated Link Group Ltd
2009 2008 2009 2008
£'000 £000 £000 £000
Housing Loans — current instalments dust€N.9) 237 212 56 43
Shared Equity Grants 42,221 22,967 3,891 -
Trade and other creditors 4,832 4,197 3,783 3,476
Taxation and Social Security 234 218 225 212
Pension Contributions 64 64 64 61
Accruals 991 916 365 221
Rents in advance 547 596 478 513
Amounts owed to group undertakings - - 369 489
49,126 29,170 9,231 5,015

Included in Trade and Other Creditors is an amo6ifiZ 75,000 (2008, £775,000), representing a grant
repayable to the Scottish Government. The amoatyable relates to grant aided flats, which were
demolished following the discovery of serious stuual defects. Link does not consider the granayegent to
be equitable and has made representations to titsBdGovernment for further abatement, althougthe
accounts the full amount repayable has been prdvide
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NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

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

Consolidated Link Group Ltd
2009 2008 2009 2008
£000 £000 £000 £000
Loan Facilities 62,596 56,837 57,197 51,257
The Scottish Government 200 200 - -
62,796 57,037 57,197 51,257

The Scottish Government has advanced funds to ielttkflousing Association in respect of proposedkado
owner occupied properties. These funds will baicko The Scottish Government once repairs arept=iad
and contributions received from the owners.

Consolidated Link Group Ltd
Analysis of Loan Facilities 2009 2008 2009 2008
£'000 £'000 £000 £'000

Housing Loans

Fixed Rate

Advanced by Banks 35,000 35,000 35,000 35,000

Advanced by Building Societies 4,066 4,185 48,2 1,272

Variable Rate

Advanced by Banks 20,000 14,000 20,000 14,000

Advanced by Building Societies 3,767 863, 1,055 1,028

62,833 57,049 57,253 51,300

The Association has a syndicated loan facility 8, of which £55m had been drawn down as at 31ciMar
2009 (2008 - £49m). The loan facility is securegéro number of the Association’s housing propert¢she
Balance Sheet date, negotiations were underwactoes an extended facility.

Interest on the loans was charged at interest tatgeen 1.437% and 7.162% (2008, between 5.492% an
7.162%).

Analysis of Maturity of Debt
Consolidated Link Group Ltd
2009 2008 2009 2008
£'000 £'000 £'000 £'000
Amounts Repayable:
In one year or less, or on demand 237 212 56 43
Between one and two years 251 227 58 46
Between two and five years 1,992 1,537 1,327 915
2,480 1,976 1,441 1,004
In five years or more 60,353 55,073 55,812 50,29
62,833 57,049 57,253 51,300
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NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

20.

21.

22.

23.

SHARE CAPITAL
Consolidated

Link Group Ltd

2009 2008 2009 2008
Shares of £1 each fully paid and issued No. No. No. No.
At beginning of the year 374 402 280 19¢
Shares issued on Transfer of Engagements - 56 - 5€
Shares issued during the year 7 39 5 31
Shares surrendered during the year (10) (123) - (3)
Shares of £1 each fully paid at end of the year 371 374 285 28(

DESIGNATED FUTURE MAINTENANCE RESERVE - CONSOLI DATED AND LINK GROUP

LIMITED

Balance at 1 April 2008

Transfer of Engagements

From Income and Expenditure Account
To Income and Expenditure Account

At 31 March 2009

RESTRICTED RESERVE - CONSOLIDATED

Balance at 1 April 2008
From Income and Expenditure Account
To Income and Expenditure Account

At 31 March 2009

NEGATIVE GOODWILL — CONSOLIDATED AND LINK GROUP LIMITED

Balance at 1 April 2008
Amortised during the year

At 31 March 2009

2009 2008
Total Total
£000 £000

16,396 16,196
- 200
5,367 5,140
(5,367) (5,140)
16,396 16,396

2009 2008
Total Total
£000 £000

14 -
14 -

2009 2008

Total Total
£000 £000
4,819 5,220

(3,943) (401)
876 4,819

Negative Goodwill, which arose on a Transfer of &ygments, is normally amortised over 20 years in
accordance with the Association’s accounting polidy the time of the Transfer of Engagements, a
commitment was made to invest in redevelopmenteakment properties in Clydebank. A new build
project is now virtually complete, in respect ofigihthe cost is expected to have exceeded theilgist
Use Value for Social Housing by £3,943,000. An ealgint amount has therefore been released from
Negative Goodwill, leaving a balance of £876,000dcset against any further costs to be incurred.
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NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

24a. REVENUE RESERVES - CONSOLIDATED

2009 2008
Total Total
£'000 £'000
Balance at 1 April 2008 15,297 9,440
Transfer of Engagements - 3,739
Surplus in the year 658 2,142
Disposal of subsidiary - (24)
Net transfer to restricted reserve (24) -
Net transfer to designated reserve - -
At 31 March 2009 15,941 15,297
24b. REVENUE RESERVES - LINK GROUP LIMITED
2009 2008
Total Total
£000 £'000
Balance at 1 April 2008 13,869 8,110
Transfer of Engagements - 3,739
Surplus in the year 603 2,020
Net transfer to designated reserves - -
At 31 March 2009 14,472 13,869

25. CAPITAL COMMITMENTS

At 31 March 2009 authorised and contracted commmitmeutstanding amounted to approximately
£10.1m for Link Group Limited and the group (20089-2m).

26. CONTINGENT LIABILITIES
Office Repairs

A contingent liability exists in respect of poteitiepairs to Link’s property at 170 Hope Stredgsgow.
The property is listed and deemed to be of sigmifi@rchitectural importance, although major exjensl

is required to make the property safe. Agreemaestlteen reached in principle with Glasgow Building
Preservation Trust to purchase the property fowBith will free Link from any liability for repairso the
building.
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NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

27. OBLIGATIONS UNDER LEASES

28.

Annual commitments under non-cancellable operdéages 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

RECONCILIATION OF SURPLUS TO NET CASH FLOW FROM OPERATING ACTIVITY

Operating surplus

Depreciation charges

Impairment charge on housing property
Amortisation 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

40

2009 2008
Land and Land and
Buildings Other  Buildings Other
£'000 £000 £'000 £000
- 29 - 5
- 17 21 41
36 - 31 -
36 46 52 46
2009 2008
Land and Land and
Buildings Other  Buildings Other
£'000 £000 £'000 £'000
- 29 - 5
- 17 21 41
36 - 31 -
36 46 52 46
Consolidated Link Group Ltd
2009 2008 2009 2008
£000 £000 £'000 £'000
2,697 3.160 2,351 2,728
2,111 1,951 1,959 1,771
3,943 - 3,943 -
(3,943) (401) (3,943) (401)
19,394 11,106 6643, (490)
(15,865) (10,678)  (73) 783
(7,879) 527X (8,101) -
458 116 (200) 4,391




LINK GROUP LIMITED

NOTES TO THE GROUP ACCOUNTS FOR THE YEAR ENDED 31 MARCH 2009 (Continued)

29. GROSS CASH FLOWS

Consolidated Link Group Ltd
(8) Returns on Investments and Servicing of 2009 2008 2009 2008
Finance £'000 £'000 £000 £000
Interest received 266 254 337 227
Interest paid (2,725) (3,216) (2,482) (2,842)
(2,459) (2,962) (2,145) (2,615)
(b) Capital Expenditure
Sales proceeds of housing accommodation held
for disposal - 176 - 176
Acquisition and construction of housing
Properties (15,268) (8,311) (15,199) (8,311)
Purchase of other fixed assets (235) (3,926) (228) (3,925)
Capital grants received 5,905 5,616 5,864 5,616
Grants repaid (504) (198) (504) (198)
Sale proceeds of housing properties 1,286 1,565 2211, 1,335
Sale proceeds of other fixed assets - 2,303 - 32,30
(8,816) (2,775) (8,850) (3,004)
(c) Acquisitions and Disposals
Transfer of Engagements - 2,240 - 2,240
(d) Financing
Loan advances received - housing 6,000 6,000 6,000 6,000
Loans redeemed - housing - - - -
Loan principal repayments - Housing (216) (164) 7)(4 (7)
5,784 5,836 5,953 5,993

30a. RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT - CONSOLIDATED

2009 2008

£'000 £'000
Increase/(decrease) in cash in the period (5,033) 6,950
Cash (inflow)/outflow from increase/decrease ibtde (5,784) (5,836)
Cash outflow/(inflow) from increase/(decreaselduid resources - -
Change in net debt resulting from cash flows (10)8 1,114
Loans acquired on transfer of engagements - 0Q@,3
Movement in net debt in the period (10,817) (1,193)
Net debt at 1 April 2008 (47,239) (46,046)
Net debt at 31 March 2009 (58,056) (47,239)
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30b. RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT

LINK GROUP LIMITED

Increase/(decrease) in cash in the period

Cash (inflow)/outflow from increase/decrease ibtde
Cash outflow/(inflow) from increase/(decreaseliduid resources
Change in net debt resulting from cash flows

Loans acquired on transfer of engagements

Movement in net debt in the period
Net debt at 1 April 2008
Net debt at 31 March 2009

3la.

Cash at bank
Debt due after one year

Debt due within one year

Liquid resources

31b.

Cash at bank

Debt due after one year
Debt due within one year

Liquid resources

ANALYSIS OF NET DEBT - CONSOLIDATED

ANALYSIS OF NET DEBT - LINK GROUP LIMITED

2009 2008
£'000 £'000
(5,242) 7,005
(5,953) (5,993)
@%3)1 1,012
- 072.3
(11,195) (1,295)
(42,842) (41,547)
(54,037) (42,842)
Atl Cash At 31
April Flows March
2008 £'000 2009
£'000 £'000
9,810 (5,033) 4,777
(56,837) (5,760) (62,596)
(212) (25) (237)
(57,049) (5,785) (62,833)
(47,239) (10,818) (58,056)
At 1 April Cash At 31 March
2008 Flows 2009
£'000 £'000 £'000
8,458 (5,242) 3,216
(51,257) (5,940) (57,197)
(43) (13) (56)
(51,300) (5,953) (57,253)
(42,842) (11,195) (54,037)

42



LINK GROUP LIMITED
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32. PENSIONS
Defined Contribution Scheme

174 members of staff are members of the Link Groeisonal pension scheme (2008, 170), 33 of whom are
employed by Link Group Limited (2008, 26). Theeisof the scheme are administered by trusteedunca
independent of the Link Group. The total emplay@ntributions for the year ended 31 March 2009 artesl

to £506,110 (2008, £450,756), of which £115,714 wasle in relation to Link Group Limited staff (2008
£94,175).

Defined Benefit Scheme
General

Link Group Limited also participates in the SFHAnBien Scheme (the “scheme”). The Scheme is a-multi
employer defined benefit scheme. The scheme defiland is contracted out of the state scheme.

The Scheme currently operates with a single bessfitture, final salary with a 1/8Gccrual rate. From
April 2008 there are three benefit structures abdd, namely:

- Final salary with a 1/60th accrual rate
- Career average revalued earnings with a 1/6Qttuaktrate
- Career average revalued earnings with a 1/7Qttuaktrate

An employer can elect to operate different bersfitictures for their active members (as at the fiay of
April in any given year) and their new entrants. émployer can only operate one open benefit stredit
any one time. An open benefit structure is one Wwhiew entrants are able to join.

Link Group Limited has elected to continue to opertne final salary with a 1/80accrual rate benefit
structure for active members.

The Trustee commissions an actuarial valuationhef $cheme every 3 years. The main purpose of the
valuation is to determine the financial position tbé Scheme in order to determine the level ofréutu
contributions required so that the Scheme can itsgge¢nsion obligations as they fall due.

The actuarial valuation assesses whether the Sthessets at the valuation date are likely to ficent to

pay the pension benefits accrued by members &g atuation date. Asset values are calculatecgigyence
to market levels. Accrued pension benefits araeghby discounting expected future benefit paymesitsg a
discount rate calculated by reference to the ergecture investment returns.

Link Group paid contributions at the rate of 18.9Rarkfield H.A. Limited 15.4%), amounting to £7951
(2008, £75,141), during the accounting period formembers of staff (2008, 16), of which £1,6550&0
£5,895), related to 1 member of Link Group Limigdff (2008, 1). Member contributions were 7.0%.

As at the balance sheet date there were 15 (2@8)&ctive members of the Scheme employed by Lirdu@Gr
and subsidiaries, none of which are employed by I&foup Limited (2008, 1). The annual pensionable
payroll in respect of these members was £451,3088(2£458,014). The pensionable salary relatingirik
Group Limited was £8,758 (2008, £33,685) in respfch member who left during the year.. Link Group
Limited has closed the scheme to new entrants, venwvearkfield Housing Association, a subsidiarylLafk
Group, continues to offer membership of the Schienits employees.

It is not possible in the normal course of evewltsdentify the share of underlying assets and liteds

belonging to individual participating employers.cordingly, due to the nature of the Plan, the actiog
charge for the period under FRS17 represents tpéogar contribution payable.
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32. PENSIONS (continued)

Valuation Results

The last formal valuation of the Scheme was peréatrnas at 30 September 2006 by a professionally
qualified actuary using the Projected Unit Credétihhod. The market value of the Scheme’s assetseat t
valuation date was £268 million. The valuation aded a shortfall of assets compared with the value
liabilities of £54 million (equivalent to a pastrgiee funding level of 83%).

The Scheme Actuary has prepared an Actuarial Repattprovides an approximate update on the funding
position of the Scheme as at 30 September 2008h &ueport is required by legislation for yearsvirich a

full actuarial valuation is not carried out. Thenfling update revealed an increase in the assetfseof
Scheme to £265 million and indicated a decreasghénshortfall of assets compared to liabilities to
approximately £149 million, equivalent to a paswee funding level of 63.9%. Annual funding updatef

the SFHA Pension Scheme are carried out using ajppate actuarial techniques rather than member by
member calculations, and will therefore not prodtiee same results as a full actuarial valuatiomweéler
they will provide a good indication of the finanigmogress of the scheme since the last full vadnat

Since the contribution rates payable to the Schame been determined by reference to the last full
actuarial valuation the following notes relatetie formal actuarial valuation as at 30 Septemb6620

Financial Assumptions

The financial assumptions underlying the valuaibB(" September 2006 were as follows: -

% pa

- Investment return pre retirement 7.20
- Investment return post retirement 4.90
- Rate of salary increases 4.60
- Rate of pension increases:

Pension accrued pre 6 April 2005 2.60

Pension accrued from 6 April 2005 2.25

(for leavers before 1 October 1993 pension irsgeare 5.0% pa)
- Rate of price inflation 2.60

The valuation was carried out using the PA92C20&&rtscohort mortality table for non-pensionensd
PA92C2013 short cohort mortality table for pensisne

The table below illustrates the assumed life exgrast in years for pension scheme members at agsi6g
these mortality assumptions:

Male Female L

Assumed life expectancy in years|atAssumed life expectancy in years at
age 65 age 65
Non-pensioners 21.6 24.4
Pensioners 20.7 23.6
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32. PENSIONS (continued)

The long-term joint contribution rates requirednfremployers and members to meet the cofittofe
benefit accrual were assessed as:

Benefit structure Long-term joint contribution rate

(% of pensionable salaries per annum)

Final salary 60ths 17.8
Career average 60ths 14.6
Career average 70ths 12.6

If an actuarial valuation reveals a shortfall osets compared to liabilities the Trustee must peefza
recovery plan setting out the steps to be takemak&e up the shortfall. Following considerationtioé
results of the valuation it was agreed that thetfbof £54 million would be dealt with by the yraent of
additional contributions of 5.3% of pensionableasal per annum with effect from 1 April 2008.

It is the Scheme policy that the joint contributiate payable is split between employers and mesribehe
ratio 2:1. Accordingly the joint contribution raté®m 1 April 2008 for each of the benefit struasimwill
be:

Benefit structure Joint contribution rate

(% of pensionable salaries per annum)

Final salary 60ths 23.1

comprising employer contributions of 15.4% and mentdwontributions of 7.7%
Career average 19.9
60ths comprising employer contributions of 13.3% and mendontributions of 6.6%
Career average 17.9
70ths

comprising employer contributions of 11.9% and mentdwontributions of 6.0%

A small number of employers that have closed tHe®e to new entrants, including Link Group Limitaeé
required to pay an additional contribution loadiri¢.5% to reflect the higher costs of a closedragement.

If the valuation assumptions are borne out in practhis pattern of contributions should be suiiti to
eliminate the past service deficit, on an on-gdimgling basis, by 31 March 2010.

A copy of the recovery plan, setting out the lenfetieficit contributions payable and the periodvidiich they

will be payable, must be sent to the Pensions RegulThe Regulator has the power under Part Jef t
Pensions Act 2004 to issue scheme funding directidrere it believes that the actuarial valuatisuagptions
and / or recovery plan are inappropriate. For exanie Regulator could require that the Trusteengthens
the actuarial assumptions (which would increasesttieeme liabilities and hence impact on the regopkm)

or impose a schedule of contributions on the Schegvhieh would effectively amend the terms of theoneery
plan). The Regulator has reviewed the recovery fdarthe SFHA Pension Scheme and confirmed that, in
respect of the September 2006 actuarial valuati@nes not propose to issue any scheme fundirgtitins
under Part 3 of the Pensions Act 2004.

The next full actuarial valuation will be carriedt@s at 30 September 2009.
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32. PENSIONS (continued)

As a result of pension scheme legislation theig potential debt on the employer that could beetbVviy the
Trustee of the Scheme. The debt would be due ie\that of the employer ceasing to participate @@Sbheme
or the Scheme winding up.

The debt for the Scheme as a whole is calculatecblyparing the liabilities for the Scheme (caleedaon a
buyout basis i.e. the cost of securing benefitplnghasing annuity policies from an insurer, plnsabowance
for expenses) with the assets of the Schemee Ifahilities exceed assets there is a buy-out debt

The leaving employer’'s share of the buy-out dehthés proportion of the Scheme’s liability attriblie to
employment with the leaving employer compared ® ttital amount of the Scheme’s liabilities (relgtio
employment with all the currently participating doyers). The leaving employer’s debt therefordudes a
share of any ‘orphan’ liabilities in respect of yiously participating employers. The amount of thebt
therefore depends on many factors including totdle®e liabilities, Scheme investment performanke, t
liabilities in respect of current and former em@ey of the employer, financial conditions at timeetiof the
cessation event and the insurance buy-out maiket.amounts of debt can therefore be volatile tres.

Link Group Limited has been notified by the Pensidmust of the estimated employer debt on withdfawa
from the Scheme based on the financial positiothefScheme at 30 September 2008. As of this date, t
estimated employer debt for the Association wa882023.

Link Group Limited. does not intend to withdrawrftche scheme and the trustee has confirmed thag the
no intention to wind up the Scheme.
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