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H&F Homes Limited

Directors’ report and financial statements
Registered number 04948654

For the year ended 31 March 2011

Directors’ Report

The directors present their annual report and the audited financial statements for the year ended 31 March 2011
Introduction — a message from the chair

This year has beun a productive one for the company despite a challenging financial environment

We have continued to pursue vigorously our key objectives achieving the Decent Homes Standard for the majority ot homes
owned by the London Borough of Hammersmith and Fulham (LBHF) (‘the Councii®) and providing high guality services to
tenants and leaseholders

In 2010-20t1 we have continued with a significant change programme building on positive results achieved 1n previous years
Highhghts during the year have included

e Completion of the £215m decent homes programme At 31™ March 2011 only 1 26% ot the stock was non decent, work
on these remamning properties 15 tn progress and they will become decent 1n 2011 This compares to an average of
11 24% across the 59 other Almos where data 1s available

+  Implementation ot our Continuous Improvement Plan which locuses on delivening stgnificant service improvements to
our residents

¢  Completion of a comprehensive Value lor Money programme

This change programme, that has been in place since 2008 has resulted in some significant achievements and service
improvements including

- Increased resident satisfaction, tenant satistaction has increased from 67% n 2008 0 73% n September 2010,
leaseholder satistaction levels have increased from 31% 1n 2008 10 43% 1n 2010 The Board believes that resident
satistaction levels can be further wnproved by strengthening processes, listening caretully to feedback, learning from
the successes ot other housing departments, further developing and improving resident tnvolvement including retaining
the level ol input, skills and experience provided by residents on the Board and continuing to improve communications
to tenanis, leaseholders and contractors

- The value tor money programme has resulted in a £4 5m reduction inthe Management fue tor 2010-11 compared (o the
2008-09 management fee leascholders have expenienced a corresponding reduction in the controllable costs element of
their service charge of over 20% between 2007-08 and 2010-11 The Board are keen that the lessons learnt as part of
this programme are used to inform future value tor moncy and service transtormaton programmes

Following a successtul consultation with tenanls and leaseholders, on the 10™ Januay 2011 the London Borough of
Hammersmuth and Fulham’s Cabinet decided to return the Housing Management Services to the Counal with effect from 1
April 2011 and all services currently managed by Hammersmith and Futham Homes will transfer to the Counal on that date We
belteve this 1s a positive step as it will allow the Council to consolhidate and builld on the scrvice tmprovements made since the
start of the ALMO, ensuring residents continuc to 1ecerve high quahty, efficient services The Board believes that it 1s of the
utmost importance to hsten to our residents, learn from therr expeniences and work closely with them to further improve services
1n the most economic fashion possible

I wish 1o take this opportunity to thank the statt for all their eftorts in assisting the Board in then endeavours in monitoring and
improving performance over the last seven yeas and give a speaial vote of thanks to the Decent Homes Tearm who worked
tirelessly to first turn round and then complete the Decent Homes Programme on time and withan budget Additionally T wish to
thank HAFFTRA for thair invaluable support [t 1s also appropnate te note cur appieciation to all the duectors, past and present,
who have devoted so much of their time, sharning their knowledge and skills having worked tirclessly on behalf ol both tenants
and leascholders since Apnl 2004 Directors have all enjoyed the opportunity to serve tenants and leascholders and trust we have
made a postve contibution and unproved services o our 17 235 tenants and laseholders

Princpal activities

The company’s principal activity during the year was the management and mamtenance of the housing stock of the Council and
the management of the investment programme for the moderaisation of the housing stock under @ Management Agreement with
the Council As turther set out in the Operational Review the London Borough of Hammersemth and Fulham translerred the
company’s opetational activiies (together wath all assets and habihines) at ml gain and nil loss, back to the Council with etfect
from 1™ ot April 2011
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Directors’ Report (continued)
Status of company and composition of the board

The company 15 limited by guarantee and has not issued any share capital The company 15 known as an ‘Arms Length
Management Orgamisation’ (*ALMQ’)  As such, the Council, the sole member of the organisation, undertakes, 11 the event of
the company being wound up, to contribute such amount as may be required for the payment of the debts and habihties of the
company providing this amount does not exceed one pound  After the satisfaction of all the debts and hatnlities the remaining
assets will be transterred to the Council’s Housing Revenue Account (HRA), as defined 1n the Local Government & Housing Act
1989

A board of a maximum of nincteen non-executive directors runs the Company and 1s made up of representauves of the local
community

¢  Five Counul nominees,
+  Nine residents including one Sheltered Housing Tenant and two leascholders, and
+  Five independent members

The composition of the board reflects the range and mix of skills and experience required for the eftective management ol the
company The board 15 supported by a sentor management team which 1s responsible tor the day to day wunning of the company
The independent board members were appointed following external advertisement and interview  Resident members were
mnally appointed and a three year cycle of elections has now commenced At 31 March 2011, the board compnsed sixteen non-
execulive directors as sel out on page 9

Review of the year
Fimancaial review

Under the Management Agreement with the Council H&F Homes receives a monthly management fee to carry out the business
of managing and maintarning the housing stock on behalt of the Counci! The management fee for the finanwal year 2010-2011
was £21 754k (2009-2010 £26,654k) and has been included in the financia! statements as turnover

The Management Agreement provides tor H&F Homes to let contracts directly 1n pursuance of the services required under the
agreement or to fulfil the works included in the capual programme In line with this, H&F Homes has let contracts with
contractors to carry out work on council properties under the Decent Homes programme and cther maintenance work These
works improve and maintain the assets owned by the Council and the Council reimburses H&F Homes for the costs incurred
under these contracts [n the financial year 2010-2011 this amounted to £50,222k (2009-2010 £59,311k) for the decent homes
programme and £16,107k (2009-2010 £17,096k) for Repairs and Maintenance These amounts are included n turnover

Charges continue to be made on a commercial basis by the Council tor Service Level Agreements and other services recerved
Thus requires the Council to involee the company separately for these services and the company pays the Council tor those
services

Dunng the year H&F Homes made an operating profit ot £5,596k (2009-2010 £1,037k loss) before interest recerved of £62k
(2009-2010 £37k), finance mmcome ol £264k (2009-2010 £271k costs) and a tax ¢harge ot £13k (2009-2010 £8k) These
collectively resull in a net profit of £5,909k (2009-2010 £1,279k loss) after FRS 17 adjustments In total FRS 17 adjustments
have improved the profit on ordinary activities atter taxation by £4 892k Without FRS 17 adjustments results would have shown
a profit on ordinary activities afier taxauen of £1,017k

[n accordance with the Management Agreement, discussions have been held with the Counal regarding the apphcatton of the
profit betore FRS 17 adjustments to the benefit of the HRA and the scivices provided 1o the tenants and leascholders £1 3m has
been pawd across to the Council as a result of this via a reduction i the management e

Operational review

Due to the phased complction et the Decent Homes progiamme in March 2010 the turnover has decreased significandy ‘The
capital progrtamme will now wvelve mto a structured programme ot Asset Management reinvestment works which wall sce the
conunued eifective management and mamtenance of the housig portfolio with approx £29 mullion committed each finanoial
year on a programme of component and cyclical replacement works

In July 2008 the Council agreed the funding of an Invesi-to-save” model tor H&F Homes which saw the management fee
increased by £1 2m for 2008-2009 1n return for the implementauon ot a Value for Money ( VEM?) programme The H&F 11omes
Board appomted management partners Northgate Kendiie Ash (now Northgate Public Services) 1o provide the prolessional
capacuty regunicd to deliver the significant change programme necessary tn order to deliver bath the ‘Invest-lo-save’ maodel as
well as improvements 1n service delivery A VFM programime was devised th July/August 2008 and a VFM governance siructure
was devised to enable appropniate munagement and reporung hines for this substantial programme H&F Homes has made
significant progress in dehivening the saving targeis and the 2010-11 management fee has reduced by £4 5m compared 1o the




H&F Homes Limited

Directors’ report and financial statements
Registered number 04948654

For the year ended 31 March 2011

Directors’ Report (continued)

2008-09 management fee The Board are keen that the lessons learnt as part of this programme are used to inform future value for
money and service transtormation programmes

Following a successful consultation with tenants and leaseholders, on the 10" January 2011 the London Borough of
Hammersmith and Futham’s Cabinet decided to retum the Housing Management Services back to the Council with effect from 1
Apnl 2011 The negotiation was on the basis that all services currently managed by Hammersmith and Futham Homes will
transter back to the Council The terms and conditions of this transfer are underwritten by the Management Agreement In
accordance with this agreement al! Hammersrith and Fulham Homes operational activities together with all assets and habilities,
at mul gain and m! loss will be transferred te the Council

Governance
Throughout the year H&F Homes has conducted 1ts business with the following Comuttee structure

Finance Audit and Risk

Human Resources and Equalitics
Decent Homes

Housing Services

Remuneration

All Commuttees meet at least quarterly and report appropriately to the Board

Housing Management Services are returming to the Council with effect trom 1 Apud 2011, as part of this process the Finance,
Audnt and Risk Commuttee and the Board have passed on their recommendations regarding future audits and areas of nsk to the
Counctl

The Board has also met on an informal basis on several occasions with the Exccutive Team to discuss strategic and planming
1ssues, which were then developed into reports for consideration at the formal board or commuttee meetings

Proposed dividend

The company’s Memorandum & Articles prevent it from distributing profits and therefore the dnectors do not recommend the
payment ol a dividend, or distribution of any surplus (2009-2010 £mil)

irectors and directors’ interests

The directors who held office during the year are detailed on page 9 The Council 15 the sole member of the company A register
of directors’ interests 1s maintained at the Town Hall Extension

Political and charitable contributions
The company made no conuibutions to pohitical or charnable organisations(2009-2010 £mil)
Disclosure of information to auditors

The directors who held otficc at the date of approval of this directors’ repont of the board confirm that, so tar as he or she 1s
aware there 15 no relevant audit intormation of which the company’s auditors are unaware and each director has taken all the
steps that he or she ought to have taken as a director to make himselt or herselt aware ot any 1clevant audst information and to
establish that the comps ditors are aware ot that intermatien

= e,

[ird Floor

Town Hall Extension
King Street

London W6 9jUu
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Statement of Internal Control

The Board of Directors acknowledges 1ts ulimate responsibility for ensuring that the company has in place a system ot controls
that 15 appropniate to the vanious busmess environments in which 1t operates These controls are designed to give reasonable
assurance with respect to

¢  The reliability of financial information used within the company or for publication,
¢  The maintenance of proper accounting records, and
¢ The safeguarding of assets against unauthonsed use or disposal

1t 15 the Board of Directors’ responstbility to establish and maintain systems of internal financial control Such systems can only
provide reasonable and not absolute assurance against matenal financial msstatement or loss The system of internal control
includes the following key elements

+ Formal policies and procedures have been reviewed and remain 1n place, including the nules relating to financial systems
and procedures, the letung of contracts and the delegation of authorities, which allow the momitoring of controls and restrict the
unauthonsed use of the company’s assets,

+ Experienced and suitably quahified staff are employed to take responsibility for important business functions Annual
employce development review procedures have been established to maintain standards of pertormance,

4 An externally procured internal audit service undertakes reviews on the ettectiveness of internal controls The delivery of
this service has performed well m 2010-2011, with the Internal Audit function reperung directly to every Finance, Audit and
Risk Commuttee (FARC) meeting

¢+ A system has been set up to monitor the implementation of internal audit recommendations The internal audit plan has been
delivered 1n full for the 2010-2011 period

¢+ A nsk management framework 15 in place through which prionty nisks are reviewed by the Chief Executive and the
Management Board

+ Forecasts and budgets are prepared which allow the Board ot Directors and management (o monitor the key business risks
and financial objectives and progress towards financial plans set for the year and the medm term Regular management
accounts are prepared promptly, providing relevant, reliable and up-to-date financial and other information and significant
variances trom budgets are investigated as appropriate,

+ Al sigmficant new mmihatives, major commuments and investment projects are subject to formal authonsaton procedures,
through the Board of Directors and officers of the company,

¢+ The Board of Directors recetves the external auditors report Among other things, this provides reasonable assurance that
control procedures are 1 place and being followed The internal aucht programme 15 1n place to review, appraise and repott upon
the adequacy of internal control and

+ A full range of insurance including Fidelity Guarantec has been put in place to safeguard assets
The Board of Directors vested matters relating to audit in the terms of reference of the Finance Audit and Risk Commttee

During the year the Finance Audit and Risk Committee (‘FARC’) agreed the tnternal audit plan The Committee has an agieed
procedure to ensure that audit reports are given tull and proper consideration throughout the organisation

¢ Management responses to audut recommendations are agrecd by the Managoment Board,
+  The full internal audit reports are presented to the FARC by internal audit officers, and
+ Penodic progress reports are presented by the Internal Audit Manager to the FARC at every formal FARC meetung

Audits were conducted 1n accordance with the Plan and the Commutiee received all eudit reports and considered the. annual report
on mterndl audit activity This was necessary mn order to cnable the financial statements to be duly agreed by the Board of
Directers In the course of the audits undertaken there were no weaknesses tound in the internal controls which resulted in
material losses, contingencies or uncertainties wiich require disclosure in the financial statements or in the auditor’s report on the
financial statements The Board ot Directors 15 sahsfied that this remains the case throughout the year ended 31 March 20611 and
up to the date of approval by the Board of these financial statements
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Statement of Internal Control (continued)

The Board of Directors 15 also of the opimion that the company has sustable mnternal controls for maintaining adequate accounting
records, safeguarding the assets of the company and for taking reasonable steps to prevent and detect fraud and other
irregulanties The Board of Directors 1s also required (o indicate where the financtal statements are prepared other than on the
basis that the company 1s a going concern

A successful consultation with tenants and leaseholders, and an approved decision taken by London Borough of Hammersmth
and Fulham’s cabinet in January 2011 supported the return of services back to the Housing and Regeneration department 1nto the
Council On the 10% January 2011 the London Borough of Hammersmith and Fulham’s Cabinet decided to return the Housing
Management Services back to the Council with effect from 1 Apal 2011 The negotiation was on the basis that all services
currently managed by Hammersmith and Fulham Homes will transfer back to the Council The terms and conditions of ttis
transfer are underwntten by the Management Agreement In accordance with this agreement all Hammersmuth and Fulham
Homes opcrational activities together with all assets and labilities, at ml gain and nil loss will transfer to the Couneal on that
date

The Board of Directors are satisfied that the financial statements for the year ended 31 March 2011 for H&F Homes are on the
basis of a gomng concern  However, the directors, London Borough of Hammersmith and Fulham as well as the residents agreed
that the Company will cease trading on 31 March 2011, and that the trade, all staft and all assets and hahlities of the Company
will be transierred back to the Council, at mil gain and m! loss, with effect trom | April 2011 Thus transter took place on 1 Apnl
2011
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Statement of Directors’ Responsihilities

The directors are responsible for preparing the Directors' Report and the financial statements i accordance with applicable law
and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have elected to
prepare the financial statements in accordance with UK Accounting Standards and applicable law (UK Generally Accepted
Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and far
view of the state of affairs of the company and ot the profit or loss of the company for that perod In prepanng these financial
statements, the directors are required to

* select suitable accounting policies and then apply them consistently,

» make judgments and estimates that are reasonable and prudent,

» state whether apphcable UK Accounting Standards have been followed, subject to any material departures disclosed and
explained in the financial statements, and

» prepare the financial stalements on the going concern basis unless 1t 1s inappropriate to presume that the company will continue
n business

The directors are responsible for keeping adequate accounting records that are suytficteni to show and expian the company's
transactions ¢nd disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure
that the financial statements comply with the Compantes Act 2006 They have general responsibility tor taking such steps as are
reasonably open to them to safcguard the assets ot the company and to prevent and detect traud and other 1rregularities

The directors are responsible for the maintenance and integnity of the corporate and financial information included on the
company's website Legislation in the UK govermng the preparation and dissenunation of finanual statements may differ trom
legislation 1n other junisdictions




Board Members - 2010/2011

Harry Audley

Val Barker

Hilda Cobos

Rosemary Farrar

Rachael Ford

Janet Gaston

Donald Johnson

Michael Mark

David Mallar
Steve North

William Ogden

Sharen Palazzo

Henry Talman

Guy Vincent

Dorothy Walker

Hardev Virdee

Nazir Hafespee

Paul Alexander

Anthony Wood

Leaseholder (North)

Tenant { North)

Tenant { North)

Independent

Council Appointee (Councillor)

Tenant (South) (Chair)

Council Appointee

Tenant (North)

Council Appointee
Council Appointee

Leaseholder (South)

Indcpendent

Tenant (North )

Independent

Tenant (Sheltered)

Independent

Independent

Tenant (South)

Tenant (Sheltercd)
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Origimally Appointed
Reappointed for turther three years

Ongmnally Appointed
Reappointed for a further three years

Onginally Apponted
Reappomied for a further three years

Appointed

Reappomted tor a further three years
Reappomnted for a turther three years
Resigned

Appointed

Onginally Appointed

Reappomnted for a further three years
Reappomied tor a fuither three years

Appointed

Appointed
Reappointed

Appointed
Appornted

Appornted
Reappointed for a further three years

Appomted

Onginally Appointed
Reappointed tor a further three years
Reappomted tor a further three years

Onigially Appointed
Reappointed tor a fuither three years

Oniginally Appownted

Reappomnted tor a further three yoars
Reappomnted tor a further thice years
Resigned

Appoinied

Appoinled-
Terminated

Appomied

Apponted

220404
12 05 08*

220404
1205 08*

220404
2103 07*

1803 04
2803 06
0104 09
2804 10
06 06 06
220404
2803 06
0l 04 09
290708

09 1007
120508

290708

290708

310707
210310

310707

220404
210310
310310

220404
310707*

310805
2807 06
(010409
250510
280709

280709
0709 10

28 07 09

070910

For above Board Members indicated by an astenisk 1t was agreed by the Board that thoir membership will be extended until the

Company integration into the Council has been finalised
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Independent auditor’s report to the members of H&F Homes Limited

We have audited the financiat statements of H&F Homes Limited tor the year ended 31 March 2011 set out on pages 11 10 26
The financial reporting framework that has been applied in their preparation 1s applicable iw and UK Accounting Standards (UK
Generally Accepted Accounting Practice)

Thus report 1s made solely to the company's members, as a body, in accordance with Chapier 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we might state to the company's members those matters we are required 1o
state to them in an auditor’s report and for no other purpose To the fullest extent permitied by law, we do not accept or assume
responsibibity to anyone other than the company and the company's members, as a body, for our audit work, for this report, or for
the opimions we have tormed

Respective responsibilities of directors and auditors

As explaned more fully 1n the Directors” Responsibiliies Statement set out on page 8, the directors are responsible for expressing
an opinion on the preparation of the financial statements and for bewng sausfied that they give a true and fair view Ouwr
responsibility 15 to audit and express an opimon on the financial statements in accordance with applicable law and International
Standards on Auditing (UK and [rcland) Those standards require us to comply wath the Auditing Practices Board's (APB's)
Ethical Standards tor Auduiors

Scope of the audit of the finanual statements

A descripion of the scope of an audit of financial statements 1s  provided on the APB's web-site at
www tic org uk/apb/scope/private cfin

Opinuon on finanaal statements

In our opimon the financial statements

+ give a true and tair view of the state of the company's aftans as at 31 March 2011 and of its profit tor the year then ended,
* have been properly prepared 1n accordance with UK Generally Accepted Accounting Pracuce, and

* have been prepared n accordance with the requirements of the Companies Act 2006

Opimion on other matter prescribed by the Compantes Act 2006

In our opinion the informatton given 1n the Duecters’ Report for the financial year for which the financial statements are prepared
15 consistent with the financial statements

Matters on which we are required to report by exception

We have nothing o report i respect of the following matters where the Companmies Act 2006 requires us o report 1o you if, in
our opinion

* adequate accounting records have not been Kept, or returns adequate for our audit have not been received from branches not
visiled by us, or

* the linancial statements are not 1n agreement with the accounting records and returns, or

» certaan disclosures of directors’ remuneration specified by law are not made, or

= we have not recetved all the, mation and explanations we require tor our audit

Harry Mears (Senwr Statutory Audistor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartured Accountants

Arlimgton Busingss Park

Theale

Reading RG7 45D

20 Deaenbs W\




Profit and loss account
Jor the year ended 31 March 2011

Turnover
Cost ot sales

Gross profit

Admintstrative expenses
Other operating income

Operating profit / (loss)

Interest reccived
Other finance income / {costs)

Profit / (loss) on ordinary activities before taxation

Tax on profit / (loss) on ordinary activities

Profit / (loss) on ordinary activities after taxation

H&F Homes Limited

Directors’ report and financial statements
Registered number 04948654

For the year ended 31 March 2011

Notes Year ended Y car ended
31 March 2011 3t March 2010

£000 £000

2 88,083 103,061
(77,181} (98,509)

10,902 4,552

(5,757 (6.119)

451 530

5, 596 (1,037

62 37

7 264 @7)

3 5,922 (1.,271)

8 (13} (8)
i1 5,909 (1279

On 1 Apnl 2011, the company’s operational activities wete transierred back 10 L.ondon Borough of Hammersmith and Fulham




Balance sheet
as at 31 March 2011

Current assets
Debtors
Cash at bank and in hand

Creditors. amounts falling due within one year

Net current assets

Pension asset / (Itabihity)

Net assets / (habilities)

Capital and reserves
Profit and loss account
Pension reserve

Shareholders’ funds

These financi
behalf by

H&F Homes Limited

Directars’ report and financial stalements
Registered number (04948654

For the year ended 31 March 201 1

Notes 2011 2010
£000 £000
[ 14,780 21,539
6,055 6672
20,835 28211
10 (18,910) (21.303)
1,925 908
i3 832 (12,288)
2,757 (113801
I 5,073 (836)
i1 (2,316) (10 344)
1 2,757 (11,380)

fere approved by the Board of Directors on 31" August 2011 and were signed on 1ts

Gy
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Cash flow statement
for the year ended 31 March 2011

Reconciliation of operating profit to net cash flow
from operating activities

Ovperating profit / {loss)
Decrease 1n debtors
Decrease 1n creditors
Nct pension adjustment

Net cash inflow / (outflow) from operating activities

Cash flow statement
Net cash inflow / {outflow) from operating activities

Returns on tnvestments and servicing of finance
Taxation — corporation lax patd

Increase / {decrease) in cash

Reconcihation of net cash flow
to movement i net debt

Increase / (decrease) 1n cash in the penod

Movement in net funds
Opening funds

Closing funds/(defiat)

Notes

14

14

Year ended
31 March 2011

£000

5,596
6,759
(2,198)
(4,628

5,529

5,529

8

5,583

5,583

5,583
(1,850)

3,733

Year ended
31 March 2010

£000

(1,037)
4,947
(15,929)
1,219

(10,300)

(10,800)
37
(57)

(10,820)

(10,820)

(10.820)
8,970

(1.850)




Statement of total recognised gains & losses
for the year ended 31 March 2011

Profit / (loss) tor the financial year
Actuanal gain / (Joss) recogmsed in the pension scheme

Total recognised gans / (losses) relating to the finanual year

Reconciliation of movement in shareholders’ funds
Sor the year ended 31 March 2011

Retained profit/ (loss) for the financial year

Other recognised profits / losses relating to the year

Net increase / (reduction) in shareholders’ funds
Opening sharcholders’ funds

Closing sharcholders’ funds/(defiait)

H&F Homes Linuted

Directors' report and financial statements
Registered number 04948654

For the year ended 31 March 2011

Year ended
31 March 2011

£000

5,909
8,228

14,137

Year ended

31 March 2011
£000

5,909

8,228

14,137
(11,380)

2,757

Year ended
31 March 2010

£000

(1,279)
(10.310)

(11,589)

Year ended
31 March 2010

£000
(1.279)
(10,310)
(11,589)
209
{11,380)
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Notes
{forming part of the financial statements)

1 Accounting policies

The tollowing accounting pohicies have been applied consistently 1n dealing with items which are considered matenal 1n relation
to the company’s financial statements

Gmng concern

The directors have a reasonable expectation that the company has adequate resources to continue 1n operational existence tot the
ftoreseeable future Accordingly they continue to adopt the going concern basis in prepanng the annual report and financial
statements However, the directors, London Borough of Hammersmith and Fulham as well as the residents agreed that the
Company will cease trading on 3t March 2011, and that the trade, all staff and all assets and habilities of the Company will be
transferred back to the Council, at ml gain and nil loss, with etfect from ] Apnl 2011 This transfer took place on | April 2011

Basis of preparation

The financial statcments have been prepared in accordance with applicable accounting standards and under the historical cost
accounting rules The accounts have been prepared on a going concern basis as set out above

Frxed assets and deprecration

The company owns no fixed assets London Borough ot Hammerstmth and Fulham (“LBHF”) owns all buildings, plant,
equipment, furniture & IT hardware When the company was first 1ncorporated an agreement stating this was made between the
company and the Council The company s required to pay rent on bwldings occupied but 1s not required to pay lease or hire
charge for the use of other fixed assets The Council 1s responsible for the calculation of depreciation on asscts, and the
replacement of asscts when necessary

Post-retirement benefits

The company participates 1n the Local Government Pension Scheme (LGPS) The scheme is a defined benefit pension scheme
based on final pensionable salary The assets of the scheme aie held separately from those ol the company in an independently
admimistered fund

Penston scheme assets are measured using market values Pension scheme habthties are measured using a projected umt method
and discounted at the current rate of return on a high quality corporate bond of equivalent term and currency to the lability

The pension scheme surplus (to the extent that 1t 15 recoverable) or deficit 1s recognised in tull  The movement 1n the scheme
surplus/(deficit) 1s split between operaung charges, finance 1items and, in the statement of total recognised gains and losses,
actuanal gans and losses

The pension reserve represents the impact of actuanal gains and/or losses, less tax, which have been accounted for n the
statcment of total recognised gains and losses

Taxation

The charge for taxation 1s based on the result for the year and takes into account (axation defencd because of tning differences
between the treatment of centain items for taxatton and accounting purposes  Except where otherwise reguired, full provision 1s
made without discounting, for oll iming difterences that have ansen but not 1eversed at the balance sheet date except as required
by FRS19

In ine with other ALMOs, H&F Homes belicves that tts acivities with the Counul do not amount to a trade tor corporation 1ax
purposes This 15 on the basis of draft guidance 1ssued to date by HM Revenue & Customs (HMRC) which states thal the
relationship between an ALMO and 1ts parent council as they understand it, lacks the necessary level of commerciafity for the
activitics to be considered a trade for corperation tax purposes  Any surpluses ansing, and sinilaily any lossus are therelore
oulstde the scope of corporation tax

The dwrectors have undertahen a review of H&F Home s legal structure and its financial relationshup with the Counail 1in order to
assess the company's corporation tax status  HMRC have confirmed that the company’s activities with the Council amount to
non-trading activines Corporatien tax in the final accounts 1s stated on the basis that the corporaton tax labihty applies to
mvestment income only




Notes (continued)

1 Accounting policies (continued)

Turnover

H&F Homes Limted

Directors’ report and finanaal statements

Registered number 04948654
For the year ended 31 March 2011

Turnover represents the amounts derived from the provision of goods and services to third parties and 1s stated net of value added

tax
Comparairve pertod
The financial statements show the comparative figures for 2009-2010

Cash and liquid resources

Cash, for the purpose of the cash flow statement, comprises cash in hand and deposits repayable on demand, less overdrafts

payable on demand

Operating leases

Operating lease payments are wntten off 1n tull as part of expenditure on the Profit and Loss account 1n the same year it has been

incurred

2 Analysis of turnover

Housing services
Repairs and technical services

3 Profit/(loss) on ordinary activities before taxation

Profit/(lovs) on ordinary activities before taxation 1s stated
after charging

Operatng lcase — road sweeper

Auditor’s remuneration

Audit of these financial statements

Year ended
31 March 2011
000

21,754
66,329

88,083

Year ended
31 March 2011
£000

24

29

Year ended
31 March 2010
£000

26,654
76,407

103,061

Year ended
31 March 2010
£000

28




Notes (continued)

4 Operating leases

The company had annual commitments under non-cancellable operating leases as follows

Operaung leases which expire
Within cne year
Second to fiith year

As noted in note |, all assets and lhabilities (including lease commuments) were
transferred back to the Council with effect from 1 April 2011

5 Remuneration of directors

Members of the board of directors
Directors did not receive emoluments i respect of thoir services as directors, and no
director was a member of the defined benefit pension scheme

Members of the Executive Team

The Executive Team, 1including the Chiet Executive, recerved emoluments as tollows
Aggregate emoluments (wages & salaries) payable to the Executive Tcam  (No benefits
n kind were received )

Pension contnibutions

Payable to the Council in respect of the Executive Team for part ot the year

Consultancy tees were payable in respect of the Director of Finance, Directar of Housing
Services and Chief Executive for part of the year

Emoluments payable to the highest paid employee were £142,000 (2009-2010 £130,000)
including pension contributions Emoluments payable to the highest paid member of the
Exccuuve Team were L£111.688 (2009-2010 £225511) who was employed on a
consultancy basis, the Chief Executive also worked for the Council during the year and
the costs shown 1n these accounts only reflect the work he cid for the Company No
benefits tn kind were 1eceived

H&F Homes Limited
Dircctors’ report and financial statements

Registered number 04948654
For the year ended 31 March 2011

Year Ended 31
March 2011
£000

31

31

Year ended 31
March 2011
£000

269

36
47
220

572

Year Ended 31
March 2010
£000

Year ended 31
March 2010
£000

401

51

226

678



Notes (continued)

6 Staff numbers and costs

H&F Homes Limited
Dhrectors’ repost and financial statements

Registered number 04948654
For the ycar ended 31 March 2011

The average number of persons employed by the company during the year, analysed by category, was as follows

Housing and property services
Support services
Board Directors

The aggregate payroll costs of these persons were as follows

Wages and salaries
Sccial security costs
Pension costs

7 Other finance income / (costs)

Pension fund
Expccted return on pension assets
Interest on pension scheme assets

Other finance income / {Losts)

8 Taxation

Analysis of charge 1n period

UK corpotation ta
Current tax on income tor the period

l actors affeciing the tax charge for the current year

Year ended
31 March 2011
Number

288
56
19

363

Year ended
31 March 2011
£0006

10,404
839
1,358

12,601

Year ended
31 March 2011
£000

3,812
(3,548)

264

Year ended
31 March 2011
£000

13

Year ended
31 March 2010
Number

294
98
19

411

Year ended
31 March 2010
£000

11,366
1,018
1,487

13,871

Year ended
31 March 2010
£000

2,603
(2,874)

271

Year ended
31 March 2010
£000

The current tax charge for the year 1s lower than the standard rate of corporation tax in the UK of 21% (2010 219%) The differences

are explained below



Notes (continued)
8 Taxatwon (continued)

Current tax reconciliation

Profit / (Loss) on ordinary activities before tax

Current tax at 21% (2010 219%)
Effects of

Activities outside the scope of corporation tax

Total current tax charge (see above)

9 Debtors

Trade debtors

Amounts owed by group undertakings
Prepayments

Other debtors

10 Creditors: amounts falling due within one year

Bank overdraft

Trade creditors

Amounts owed to group undertakings
Accruals and deterred income
Taxation and social security
Corporation tax

Other creditors (retentions)

H&F Homes Limited

Directors’ report and financial statements
Registered number 04948654

For the year ended 31 March 2011

Year ended
31 March 2011

£000

5,922

1,243

(1,230)

31 March 2011
£000

51
13,667
15
1,047

14,780

3t March 2011
000

2,322
8,960
4,096

243

13
3,276

13,910

Year ended
31 March 2010

£000

(1.271)

(267)

275

31 March 2010
£000

31
21,492

16

21.539

31 Maich 2010
£000

8,522
3,602
10707
5t3
368

8
3,583

27303

19




Notes (continued)

11 Reserves

At ] Apnl 2010
Profit for the year
Actuanal gain recogmised in the pension scheme

At 31 March 2011

Profit and loss reserve excluding pension reserve
Pension reserve

Profit and loss reserve including pension rcserve

12 Commitments

Hé&F Homes Limuted

Directors’ report and financial statements
Registered number 04948654

For the year ended 31 March 2011

Profit and loss Pension reserve  Total capital and
reserve reserves
£000 £000 £000
(836) (10,544) (11,380)
5,909 - 5, 909

- 8,228 8,228

5,073 (2,3106) 2,757
2011 2010

£000 £000

5,073 (836)

(2,316) (10,544)

2,757 (11 380)

There were no capital commitments at the end of the financial penod for which no provision had been made (2010

£ndd)

13 Pension scheme

The company operates a defined benefit pension scheme It paruicipates in the London Borough of Hammersmith &

Fulham Pension Fund

There were no outstanding or prepaid contributions at either the beginning or end ol the financial year

The company cperales a pension scheme providing benelits based on final pensionable pay The lalest full actuarial
valuation was carned cut at 31 March 2010 and was updated for FRS 17 purposes to 31 March 201 1by a quahfied

independent actuary

H&F Homes Limited has kept the level of employers’ contnibutions under review to allow the fund to balance in the
medium term - An employer contribution rate of 15 0% ot pensionable pay applied i the 2010-2011 financial year

The information disclosed below 1s in respect of the whole of the plans lor which the company 15 cither the
sponsoring employer or has been allocated a share of cost under an agreed group policy throughout the periods

shown

20




Notes (connnued)

13 Pension schemes (continued)

Present value ot funded defined benefit obligations
Fair value ot scheme assets

Present value of unfunded defined benefit obligations

Surplus/{deficit)
Related deferred tax asset

Net asset/(liability)

Movements in prescnt value of defined benetit obligation

At 1 Aprnil 2010

Current service cost

Past service cost

Intercst cost

Curtarlment

Seutdlement

Actuanal (gain)loss
Contributions by members
Benciits pard

At 31 March 2011

H&F Homes Linuted

Directors’ report and financial statements
Registered number 04948654

For the year ended 31 March 2011

2011
£000

(56,851)
57,728

877
(45)

832

832

2011
£000

68,304
2,171
(5,709
3,548
268

(11,736}
620
(570)

56,896

2010
£000

(68,246)
56,016

(12,230)
(58)

(12,288)

(12 288)

2010
£000

43,021
1,428

2,874
1,288

21,360
673
(2,340)

68,304

21



Notes (continued)

13 Penswon schemes (continued)

Movements in fair value of plan assets

Atl Apnl 2010

Expected return on plan asscts
Actuanal gains/(losses)
Contrnibutions by employer
Contnibutions by members
Benefits paid

Exchange adjustments

At 31 March 2011

Expense recognised in the profit and loss account

Current service cost

Losses on settlements and curtaiiments

Past service cost

Interest on defined benefit pension plan obligation
Expected return on defined benefit pension plan assets

Total

H&F Homes Limited

Divectors’ report and financial statements
Registered number 04948654

For the year ended 31 March 2011

2011
£000

56,016
3.812
(3,508)
1,358
620
(570)

57,728

2011
£000

2,171
268
(5,709)
3,548
(3,812)

(3,534)

2010
£000

42,533
2,613
11,050
1,487
673
(2.340)

56,016

2010
£000

1,428
1,288

2,874
(2,613)

2,917

_—_—

Past service costs can anise when the Employer awards additional discretionary benefits such as added years and
other forms of augmentation of benefits A change to benefits may result in erther a past service cost or a past
service gain The capitalised gain from the change 1n pension increase policy from RPI to CPE 15 calculated at

£5,709k

The expense 15 recogmsed in the following line 1lems in the profit and loss account

Cost of sales
Other interest (receivable)/payable

2011
£000

(3,270)
(264)

(3,534)

2010
£000

2,706
271

2,977

———

The total amount recogmsed 1n the statement of total recogmsed gains and losses 1n respect of actuanal gains and

losses 15 a gawn of £8,228k (2010 loss of £10 310k)
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Notes (continued)

13 Pension schemes (continued)

The fair value of the plan assets and the return on those assets were as follows

2011

Fair value

£000

Equities 31,750
Chlts 7,505
Cash 1,155
Other 17,318
57,728

Actual return on plan assets 69Y%

No assets used or occupied by H&F Homes are included 1n the tair value of plan assets

2010
Fair value
£000

31,929
7.842

560
15,685

56,016

70%

The overall expected rate of return 15 calculated by weighting the indrvidual rates 1n accordance with the anticipated balance n

the plan’s investment portfolio

Principal actuarial assumptions (expressed as weighted averages) at the year end were as follows

2011

T

Discount rate 55
Expected rate of return on plan assets 6.9
Expected return on plan assets at beginning of the period 70
Future salary increases 50
Future price increases 35
Future pension (ncreases 27

2010
%o

55
70
63
54
39

The assumptions relating to longevity underlying the pension Lhiabilities at the balance sheet date are based on standard actuarial
mortality tables and mclude an allowance for futwe improvements 1n longevity The assumptions are equivalent to expecting a

65-year old to hive tor a number of years as tollows
. Current pensioner aged 65 19 7 years (male), 23 8 years (temale)

. Future retirce upon reaching 65 21 8 years (male), 25 7 years (temale)}
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Notes (connnued)

13 Pension schemes (continued)
History of plans
The hsstory of the plans for the current and prior penods 1s as follows

Balance sheet

2011 2010 2009 2008 2007
£000 £000 £000 £000 £000
(restated) (restated)
Present value ot scheme habilities (56,896) {68,304) (43,021) (43,230) (42,500}
Fair value of scheme assets 57,728 56,016 42,533 45,807 39,877
Surplus/deticit 832 (12,288) (488) 2517 (2,623}
Experience adjustments
2011 2010 2009 2008 2007
£000 £000 £000 £000 £000
Experience adjustments on -
scheme liabilines
Amount 4,884 41 - (6,190)
As a percentage of scheme 86% 01% - (14 3%)
habilites
Expcrience adjustments on scheme -
assets
Amount (3,508) 11,050 (7,675) (1
As a percentage of scheme assels {6 1%) 19.7% (18 0%) 00%
1,376 11,091 (7.675) (6,200) -
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Notes (continued)

14 Analysis of net funds

Atbeginming Atend

of year Cash flow of year

£000 £000 £000

Cash 1n hand and at bank 6,672 617 6,055
Bank QOverdrafi (8,522) 6,200 (2,322)
Total (1,850) 5,583 3,733

15 Related party disclosures

Details as to the status of the company and composiion of the board of directers are given in the Directors Report The ultimate
controlling party 1s the Council

Tenant members of the board are resident in propertics maintained by the company and owned by the council These residents
have a standard tenancy agreement and ate required to tulfil the same obligations and receive the same benelfits as other tenants

The financial statements of the Council are publicly available on the council’'s websiuc www lbhf pov uk The councid has
delegated responsibility tor overseemng the management and mamntendance of ws residential stock to H&F Homes Lid i
accordance with the five year management agreement signed 27 May 2004 and eftective from | June 2004 The management
agrecment was extended by the London Borough of Hammersmuth and Futham’s Cabinet to 31% March 2011 with the optton to
extend for a further 3 months after that  The option to extend was not exercised and on ' April 2011 the management and
marntenance of the Counail’s residential stock returned to the Councii The council pays the company a monthly management
tee 1n accordance with that management agrcement and any vanations subsequently approved In the current period the
management fee amounted to £21,754k (2009-2010 £26,654k)

The company owns no fixed asscts London Borough ol Hammersmith & Fulham owns all buildings, plant, equipment, tumiture
and IT hardware London Borough of Hammersnuth & Fulham 1s responsible for the calculation of depreciation on assets, and
the replacement of assets when necessary

H&F Homes currently uses the Couneil financial ledger including its payroll system for all staff

H&F Homes pays contractors for works on contracts to meet the Decent Homes Standard Thesc payments are reimbuised by the
Councii

The Counctl charged H&F Homes £864.414 (2009-2010 £821.351) for the provision of support services which included
recharges to

Finance £150.,050
Human Resources £43 725
Civic Cleaming £89 100
Praperty Seivices £164,204
Sceunty £42.477
Mail Services £33,88%
Environmental Services £165.325
Out of Hours Service £115 650

Strategic Communications £60.000
In the event of the company being wound up, the Council undertakes to wninbute such amounts as may be required for the

payment ot the debts and habilities of the organisation providing this amount does not exceed one pound  After the satislaction ot
all debts and habihities the remaiuing assets will be transterred to the HRA ot the Council
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Notes (continued)

16 Ultimate controlling body

The company 1s a subsichary undertaking of the London Borough of Hammersmith & Futham

26




