










































































































































































PROGRESS HOUSING GROUP (Parent)
FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST MARCH 2007

Movement in deficit during the year 2007 2006

£000 £000
Deficit at the start of the year : (3,234) {3,003)
Mavement during the year .
Contributions pald © 468 400
Current service cost (575) {439)
Past service cost/Curtallment cost - 0 243
Net interest/Retum on assets (54) {80)
. Recognized actuarial gain/{lass) 706 (355)
Deficit at the end of the year _ 52!589; (3,239
Analysis of the amount charged to operating surplus: 2007 2006
£'000 £'000
Current service cost o 575 . 43
Past service cost : 4] (243)
Tota! charge to operating surplus 575 196
- Analysis of the amount credited/(charged) to other 2007 2006
finance income: : £'000 £'000
" Expected retumn on agsels ‘ ' 573 466
Interest cost (627) {546)
Net credit/(charge) to other finance income 554! : gmg
Analysis of the amount recognised in statement of total recognised _
surpluses and deficits: 2007 2006
. £'000 £000
Asset (loss)/gain W (68) 1,101
Liability (foss) _ 0 (345)
Change in assumptions ) 775 {1,109)
Net Gain/(Loss) 707 353)
Reconciliation to the consolidated balance sheet: 31March 2007 31 March 2006
£'000 £000
Net Assets: .
Net assets excluding pensfon liability : . 1,963 -+ {195}
Pension tability : (2,689} (3,233)
Net assets including pension liability {726) {3,428)
Reserves: . .
Income and expenditure reserve excluding pension liabllity {135) ] {195)
Pension Kability : - (2,689} {3.233)
Income and expenditure reserve including pension fiability {2,824) 5354282

Post retirement mortality assumptions )
Active' members ' PA92 Base-2years  PA92 Base - 2 years

Deferred pensioners PAS2 Base - 2 years _PAS2 Base - 2 years
Current pensioners PA92 Base -+ PAS2Base

Life expectancy

of a male {fermale) currerit pensioner aged 65 i 16.9 (19.9) years 16.9 (19.9) years
of a male (female) future pensioner aged 65 18,6 (21.6) years 18.6 (21.6) years

60
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SOCIAL HOUSING PENSION SCHEME

The Group participates in the Soclal Housing Pension Scheme (SHPS). SHPS Is a multi-employer defined benefit
scheme. The scheme is funded and is contracted out of the state scheme. The Group's contributions to the scheme
for the year amounted to £115k. The aumber of staff, who are members of the fund are as follows (2005/06 figures
in brackets):

Employers' Contributions No. Staif

£ R 4 : ’
New Progress Housing Association 15,836 (18,507) 26 {11)
Prograss Care Housing Association : 21,934 (20,108) 7 {6}
Progress Housing Group (parent) - 77,424 {72,502) 16 {23)
Total Group 115,194 (111,117} o 49 (40)

The Trustes commissions an actuarial valuation of the Scheme every 3 years. The main purpose of the valuation i5 to determine
the financtal position of the Scheme in order to determine the level of future contributions required so that the Scheme can meet
its penslon obligations as they fall due. ’

The Group paid contributions at the rate of 11.7% during the accounting period. Member contributions vary between
3.1% and 6.1% depending on thair age and date of joining the Scheme,

The actuarial valuation assesses whether the Scheme's assels at the valuation date are likely to be sufficient to pay the pension benefits
accrued by members as at the valuation date, Asset vaiues are calculated by reference to market levels. Accrued penslon benefits are
valued by discounting expected future benefit payments using a discount rate caleutated by reference to expected future investment returns.

It Is not possible in the normal course of events to Identify the share of underlying assets and llabilities belonging to individuat participating
employers. Accordingly, due to the nature of the Plan, the accounting charge for the perlod under FRS17 represents the emplayer
contribution payable, -

The last formal valuation of the Scheme was performed as at 30 September 2002 by a professionally qualified actuary using
the 'projected unit credit’ method, The market value of the Scheme's assets at the valuation date was £650 million. The valuation revealed
a shortfall of assets compared to liabilities of £117 miflion.

The Group has subsequently been notified of the preliminary results of the triennial valuation carried out on 30 September 2005. This
indicates an increase in the assets of the Scheme to £1,278 million and an increase In the shortfall of assets compared to lfabilities to
£283 million, This valuation, and any consequent alteration to future contribution rates, is currently the subject of consultation with
participating employers and members, The outcome of this.consultation will be made known in September 2006, and any consequent
changes to contribution rates applied from 1 April 2007, The following notes therefore relate to the formal valuation of Septernber 2002,

The financial assumptions underlying the valuation as at 30 September 2002 were as follows:

. %pa
Rate of return on future contributions 6.6
Rate of return on accumulated asssts 7.2
Rate of salary increases ) . 45
Rate of pension increases 25
Rate of price inflation 2.5

‘The valuation revealed a shortfall of assets compared with the value of flabilities of £117 million (equivalent to a past service funding level
of 85%). .

The long term joint contribution rate required from employers and members to meet the cost of future benefit accrual was assessed at 15%
of pensionable salaries.

Following consideration of the results of the actuarial vaiuation it was agreed that, with effect from 1 Aprif 2004:
The standard employer contribution rate would be increased from 10.6% to 11.7% of pensionable salaries,
Member contributions would aiso be Increased by 1.1% from 2.0-5.0% to 3.1-6.1% of pensionable salarles depending on age.

Employers that partidpate in the Scheme on 2 non-contributory basis pay a joint contribution rate (iea combiried employer-and employee
rate). This rate was increased from 15.0% to 17.3% of pensionable salaries with effect from 1 April 2004,

Employers that have dosed the Scheme to new entrants are reguired to pay an additional employer contribution Inading of 3.0% to reflect
the higher costs of a closed arrangement. ) )

A small number of employers are required to contribute at a different rate to reflect the amortisation of & surplus or deficit on the transfer
of assets and past service liabilities from another penslon scheme into the SHPS Scheme.

New employers that joined the Scheme after 1 April 2004 without any past sarvice liabillty pay an employer contribution rate of 9.4% of

pensionable salaries. This rate will apply untll 1 April 2007 after which it will change to the standard employer contribution rate per the
actuariaj valuation due to take place as at 30 September 2005. : ‘ ‘ :
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If the valuatlon assumptions are borne out in practice this pattern of contributions shovid be sufficient to eliminate the past service deficit by
31 March 2017. .

Faliowing a change in iegisfation in Septembér 2005 there is a potential debt on the employer that could be levied by the Trustee of the
Schema. The debt is due in the event of the employer ceasing to participate in the Scheme or the Scheme wingding up.

The debt for the Scheme as a whole |5 calculated by comparing the ilabilities for the Scheme {calcufated on 2 buyout basis ke the cost of securing
benefits by purchasing annuity polictes from an Insurer plus an allowance for expenses) with the assets of the Scheme. IF the liabilities exceed
assets there is a buy-out debt.

The leaving employer's share of the buy-out debt is the proportion of the Scheme's liability attributable to employment with the leaving employer
compared to the tutal amount of the Scheme's lisbilities (relating to employment with all the currently participating employers), The leaving
employer's debt therefore includes a share of any "orphan' iiabfiities in respect of previously participating employers, The amount of the debt
therefore depends on many factors including Scheme liabllities, Scheme investment performance, the liabllities 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 the debt
can therefore be volatile over tima,

Prior Year Adjustment (2006)

The prior year adjustment relates to the implementation of FRS 17 * Retirement Benefits'.
The adoption of FRS 17 has resufted in a decrease in staff costs by £281k and other
finance costs of £80k, a decrease in profit for the year by £275k

and a decrease in the total recognised surpluses and deficits by-£3,003k,

FRS 17

Analysis of prior year adjustment ) ’ £'000
Adjustment to opening reserve at 1 April 2004 : {2,189)
Adjustment to profit and loss for the year ended 31 March 2005 (165)
Adjustment to statement of total recognised surpluses and

defictts for year ended 31 March 2005 (649)
Total prior year adjustment !35003!

The net adjustment of £3,003k is disclosed on the face of the statement of total recognised
gains and losses.
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