Financial Statements 2007
THE L&Q GROUP



Contents

Page

Executive and Advisers 1

Report of the Group Board 2
Report of the Independent Auditors on the Financial Statements 9

Income and Expenditure Account - L&Q Group 10
Balance Sheet - L&Q Group 11
Cashflow Statement - L&Q Group 12
Income and Expenditure Account - London & Quadrant Housing Trust 13
Balance Sheet - London & Quadrant Housing Trust 14

Notes on the Financial Statements 15




Executive and Advisers

GROUP BOARD

Turlogh O’Brien, CBE (Chairman)
Irene Addis

Brian Carroll

Robert Cooper (Honorary Treasurer)
Cecily Davis

Ainsley Forbes

Claire Martin

Gillian Nester-Smith

Diane Phillips CB

Michael Richardson CB (Deputy Chair)

EXECUTIVE GROUP

Don Wood, CBE (Chief Executive)
Mike Donaldson

David Gannicott

Jerome Geoghegan

Sally Jacobson

Paul Kingsley

David Montague

Steve Walker

Steve Yianni

SECRETARY AND
REGISTERED OFFICE
Jo Robinson

Osborn House

Osborn Terrace
London

SE3 9DR

PRINCIPAL SOLICITORS
Devonshires

Salisbury House

London Wall

London

EC2M 5QY

BANKERS
Barclays Bank plc
Level 28

1 Churchill Place
Canary Wharf
London

E14 SHP

STATUTORY AUDITORS
BDO Stoy Hayward LLP
Emerald House

East Street

Epsom, Surrey

KT17 1HS

L&Q GROUP | FINANCIAL STATEMENTS 2007

1



Report of the Group Board

Year ended 31 March 2007 L&Q Group

The Group Board presents its report and
the audited consolidated financial
statements of the Trust and its
subsidiary undertakings (the L&Q Group)
for the year ended 31 March 2007.

OPERATING AND FINANCIAL REVIEW
Overview of the Business

The L&Q Group is a leading provider of
affordable housing in the UK owning and
managing over 50,000 homes in London
and the South East of England.

The Group offers a very wide range of
housing options to its customers
covering affordable rented housing
(including general needs and supported
living), rented homes for the
intermediate market, student and market
renting, new build homebuy (previously
known as shared ownership), extended
open market homebuy primarily for key
workers and existing public sector
residents, first time buyers’ initiative for
key workers and homes for outright sale.
In addition the Group provides
community development services
through Quadrant Community
Investment (QCI. The key aim of QCl is
to improve the quality of life in local
neighbourhoods, and assist people to
become more independent. As a
Housing Corporation preferred partner
which is able to offer a wide range of
housing products, L&Q uses its financial
strength to develop sustainable

mixed tenure communities for the future.

London & Quadrant Housing Trust is the parent organisation of the L&Q Group.
There are 20 subsidiaries of the Trust. Since the Trust controls the boards of

these entities, under Financial Reporting Standard 2 they are classified as subsidiary
undertakings.
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OPERATING AND FINANCIAL REVIEW

During the year the Group continued a
process of rationalisation to improve
efficiency and strengthen geographical
focus. Otter Housing Society, providing
shared ownership housing and managing
leasehold schemes for the elderly, was
consolidated in to L&Q Beaver Limited
and L&Q Beaver was subsequently
consolidated in to L&Q Housing Trust on
31 March 2007. L&Q Beaver provided
affordable housing principally in the
London Boroughs of Lewisham and
Greenwich and in Medway. Beacon
Youth Trust Limited was consolidated in
to L&Q Beacon Homes. Each of these
consolidations took place via a transfer
of engagements. In addition Tower Two
Homes ceased trading during the year
and its activities, being the provision of
intermediate market rent
accommodation, were consolidated in to
Tower Homes.

At 31 March 2007 the Group had six
associations that are registered with the
Housing Corporation and five trading
companies providing surpluses that are
reinvested back in to the provision of
affordable housing. As our statutory
regulator, the Housing Corporation
monitors the Group’s performance to
ensure we maintain a viable organisation
that is well managed and well governed.
This is assessed principally through our
compliance with the Regulatory Code,

the Housing Corporation Assessment,
our investment track record and risk
review of the markets in which we
operate. The Group’s last Housing
Corporation Assessment published in
September 2006 awarded the Group four
green lights covering viability, governance,
managment and development.

During the year key parts of the Group
were the subject of an Audit
Commission inspection. The Trust was
awarded two stars and Tower Homes
three stars, both with excellent
prospects for improvement. L&Q Beacon
Homes was awarded one star and
promising prospects for improvement.

Objectives and Strategies

The mission of the L&Q Group is to
“create places where people want to
live”. In order to work towards our
missions we focus on a small number
of key objectives:

Meeting the needs of our customers

Investing in our people
Adding value by being more efficient
Using our financial strength

In 2007/08 these objectives will be
delivered through undertaking a range of
Group wide initiatives which include:
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Year ended 31 March 2007 L&Q Group

® |ncreasing resident satisfaction by KEY PERFORMANCE INDICATORS
improving key services, including our

maintenance service and the way that ~ Set out below is a summary of the critical key performance indicators used by the Group _—

we support our vulnerable residents Board to monitor our success.
® Providing more homes for less public
subsidy with a continued focus on
sustainable communities, but with
greater emphaSiS on mixed tenure’ our People _
increased energy efficiency and
good design
® Reviewing and simplifing our
governance arrangements to provide
a responsive, local service as we grow
® |nvolving a wider cross section of
residents more regularly in the

development of our services Meetlng Customer Need

® Developing our relationships with
emerging key stakeholders while

continuing our historic collaboration Add i
ing Value
withlocalauthortes —
« Complting ur thresyear S swategy A R

and focus on improving the quality
and cost effectiveness of our services
® Responding to the Audit Commission
inspection of Tower Homes and
L&Q Beacon
® Responding to the results of our
staff survey.
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Year ended 31 March 2007 L&Q Group

OPERATIONAL KEY INDICATORS
Group operational performance over the last five years:

Housing management performance
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—m— Category 3

Arrears performance over the five years is showing an improving downward trend
and has consistently remained below 5%. Maintenance completion times for
emergency and urgent orders has shown strong improvement in 2006/07. Void
turnaround time has increased marginally.

FINANCIAL REVIEW

Group summary

The Group has embarked on a five year strategy to invest more in the quality of our
services, homes and neighbourhoods and provide more affordable homes at lower
grant rates. This will be achieved by improving our financial capacity, combining our
annual surplus with a higher level of borrowing to maximise our investment capability,

whilst remaining attractive to investors and able to respond to the unexpected.

Set out below is a summary of the Group’s financial results over the last five years:

_ 2006/07 | 2005/06 | 2004/05 | 2003/04 |2002/03
£m £m £m £m £m

Turnover 188 184 148 121 112
Operating Costs (128) 129 aon (84) (75)
Operating Surplus 60 S5 47 37 37
Net interest payable (39) (40) (30) (24) 24)
Surplus on sale of assets 25 20 12 11 10
Corporation tax - - - 2 @)
Surplus for the year 46 35 29 22 22
Homes owned and 50,985 47,118 45,541 35,109 32,957
managed

Estimated vacant £6.8 bn £5.4bn £5.0bn  £3.3bn  £2.9bn

possession value

Performance in 2006/07

2006/07 represents the next step in our five year strategy with an increased
surplus, increased investment in our homes in management, higher borrowing and
a reduction in grant rates.

The Group surplus before tax increased by 30% to
£46 million (2006: £34.8 million). Turnover increased
by 2% to £188 million (2006: £184 million) whilst
operating costs decreased by 1% to £128 million
(2006: £129 million). Surplus on sale of housing
properties increased by 25% to £25 million (2006:
£20 million), primarily due to an increase in shared
ownership staircasing.

Surplus generated from social housing letting
activities increased from £52 million to £58 million.

Total operating costs decreased by 1%. Of the total
operating cost of £128 million, 54% was spent on
responsive maintenance, cyclical maintenance and
major repairs to maintain our housing stock and

ensure that we at least meet the Decent Homes
Standard. 21% was spent on housing management;

this includes our work on managing anti social behaviour.

Net interest payable remained steady at £39 million.
Gross interest before capitalisation of interest
increased by 8%. Loans increased by £258

million from £742 million to £1 billion to support the
existing development pipeline and to assist the Group
in funding a larger programme at reduced grant rates.
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Interest cover
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Operating margin has fluctuated over the last five years following the
mergers with L&Q Beacon and L&Q Beaver, implementing a major
regeneration programme following a stock transfer and implementing

FRS 17 “Retirement benefits’.

Balance sheet performance

Set out below is a summary of the balance sheet for the Group over the
last five years:

At 31 March 2007 Group housing properties totalled £2.9 billion
(2006: £2.2 billion) inclusive of social housing grant of £1.6 billion
(2006: £1.3 billion). Social housing grant represents 56% of the gross
cost of our housing assets (2006: 56%). Total homes in management
increased from 47,118 to 50,985. Growth in assets has been funded
through £1.6 billion social housing grant, and £1 billion private finance,
with the balance being generated from our reserves.

Of net housing assets of £1,261 million (2006: £988 million) 99% relate
to our social housing business.

The Group has negative goodwill of £43 million (2006: £25.7
million). The increase reflects the merger of the Threshold
Housing Group into the L&Q Group on 30 March 2007. Negative
goodwill represents the fair value of the net assets of the
acquired subsidiaries. It is amortised over the remaining useful
lives of the underlying housing properties, being 100 years.

Social housing grant as a percentage of cost has declined over

five years as gearing has increased reflecting increased

borrowings to fund the ongoing group development programme.
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Report of the Group Board

Year ended 31 March 2007 L&Q Group

KEY ACCOUNTING POLICIES

The Group’s principal accounting policies are set out on pages 15 to 16 in these
financial statements. These policies have been consistently applied across the
Group. The key policies to understanding the Group’s financial position are:
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CAPITAL STRUCTURE

The objective of the Group’s treasury
strategy is to ensure the Group has
sufficient cash in place to fund its
operations and investment and to
reduce the impact of adverse
movements in interest rates. This
strategy supports the delivery of the
Group’s objectives including operational
targets, financial budget and five year
plan and is approved annually by the
Group Board.

At 31 March 2007 the Group had drawn
loans totalling £1 billion and has
remaining unutilised facilities of £264
million. London & Quadrant Housing
Trust has on lent £92 million to other
Group members out of a total facility of
£165 million. The impact of on lending
has been to increase the Trust’'s own
gearing position to the benefit of
subsidiary entities. This is being
reviewed for 2007/08 in light of the
Group’s increasing development
programme including housing for sale.

At 31 March 2007 the Group had capital
commitments of £518 million which will
be funded through a combination of
social housing grant, loan facilities and
reserves. The weighted average maturity
of debt across the Group is 24 years.

The Group’s interest rate management The assessment of all new business

policy is that a minimum of 40% of its activities includes the approval of a risk
drawn funds should be fixed on a long map which is reviewed annually and
term basis and a minimum of 20% reported to the Audit Committee.

should be kept on variable rates. The
remaining 40% is either fixed, hedged or  The risk management process is reviewed

kept at variable rates depending on to ensure the Group adopts best practice.

prevailing market conditions and

business need. Over two hundred risks have been
identified in the risk management

The cash flow statement at 31 March process, the vast majority of which relate

2007 demonstrates that cash balances either to financial control or effective

increased by £48 million, £232 million management. The L&Q Group isin a

was spent on the construction/purchase  strong financial position and its financial

of housing properties and £91 million planning and strategy ensure continued

social housing grant was received. viability. The Group’s ‘Our people’
agenda ensures that we attract and

RISK MANAGEMENT retain the very best people.

Risk management is embedded in the
L&Q Group with staff taking responsibility
for identifying the risks the Group faces
and having in place a risk management
framework to mitigate those risks. The
risk management process ensures:

® The Group identifies the risks being
faced in the activities undertaken by
the Group

® We have the controls in place to
manage these risks effectively

® Controls are checked for compliance
and are regularly reviewed.
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Set out below are the top five risks identified by the Group that could impact on the
Group’s ability to meet its future objectives. Whilst these are the key factors, there may
be other uncertainties that could affect Group performance.

GOVERNANCE

During 2006/07 the Group undertook a review of its governance arrangements
which included a review of the Group’s internal control framework.

The following changes are to be
implemented during 2007/08:

® |ntegration — all charitable housing
assets are to be transferred to L&Q
Housing Trust for improved efficiency
and to strengthen the Group’s risk
management capability
Simplification — the committee
structure will be streamlined,
changing the focus of some
committees and delegating more
responsibility to officers.

Resident involvement — a new
resident involvement framework will
be introduced.

At the date of this report the Group
Board is comprised of 10 non executive
directors. The focus of the Group Board
is on strategy for the Group. Specific
responsibilities have been delegated to
group committees that have their own
approved terms of reference. Day to day
performance management is delegated
to the Executive Group. The major
committees supporting the Group Board
and governance arrangements will be:

Audit Committee

® Nominations Committee

® Major Ventures Committee
® Residents Board

STATEMENT OF COMPLIANCE

The Operating and Financial Review has
been prepared in accordance with
Reporting Standard 1.

THE GROUP BOARD’S STATUTORY
RESPONSIBILITIES

The Board is required to prepare financial
statements in accordance with applicable
law and United Kingdom Generally
Accepted Accounting Practice for each
financial year, which give a true and fair
view of the state of affairs of the Group
and the Trust and of the surplus or deficit
for that period. In preparing those
financial statements, the Board is
required to:

® Select suitable accounting policies
and then apply them consistently

® Make judgements and estimates that
are reasonable and prudent

® State whether applicable accounting
standards have been followed, subject
to any material departures disclosed
and explained in the financial
statements.

® Prepare the financial statements on
the going concern basis unless it is
inappropriate to presume that the
Trust will continue in business.

The Group Board is responsible for
maintaining proper accounting records
which disclose with reasonable accuracy
at any time the financial position of the
Group and enable its members to ensure
that the financial statements comply with
the Industrial and Provident Societies
Acts 1965 to 2002, the Housing Act 1996
and the Accounting Requirements for
Registered Social Landlords General
Determination 2006. It also has general
responsibility for taking such steps as are
reasonably open to it to safeguard the
assets of the Group to prevent and detect
fraud and other irregularities.

INTERNAL CONTROL

The Group Board has overall responsibility
for the Group’s system of internal control
and for reviewing its effectiveness. Such
a system is designed to manage rather
than eliminate the risk of failure to
achieve business objectives, and can only
provide the Group Board with reasonable
and not absolute assurance against
material mis-statement or loss.

L&Q GROUP | FINANCIAL STATEMENTS 2007 7



Report of the Group Board

Year ended 31 March 2007 L&Q Group

The Group Board has established a sound
and comprehensive framework to assess

the effectiveness of the internal control

system. The Group Board is supported in

its responsibility for overseeing the
adequacy and effectiveness of the
Group’s internal control system by the

Audit Committee with the Group’s report

and the statement on internal controls

being presented to the Audit Committee

for consideration and recommendation
to the Group Board.

The internal controls framework covers
all systems within the L&Q Group and
gathers assurance from a number of
sources with the more significant ones
being internal audit, external audit, the
Group Audit Committee, management
assurance and regulation. This is
supported by the ongoing risk
management process which is
embedded in the Group and ensures:

® Risks faced by the group are identified

® Controls are in place to effectively
manage the risks and
® Controls identified are regularly

reviewed and checked for compliance.

The following is a summary of the

processes in place to provide assurance:

® Audit Committee — the Audit
Committee meets regularly with
members of the Executive Group, the

internal auditors and external auditors

to review specific reporting and

internal control matters and to satisfy

themselves that the internal control
systems are operating effectively.
The Audit Committee reviews

management letters from the external

auditors dealing with any significant

control matters raised. Both the

internal auditors and external auditors
have direct access to the Audit

Committee. Regulatory returns where

applicable are also presented to the

Committee on financial performance

on an annual basis and are also

presented to the Housing Corporation

Internal audit — the Group’s internal

audit team reports directly to the

Audit Committee and the Group Head

of Internal Audit meets regularly with

the Chairman of the Group Board and

Chairman of the Audit Committee.

The internal audit reporting

framework provides a critical source

of assurance for the Board in
validating that:

— The internal control and risk
management processes operate
effectively

— Previous recommendations have
been properly implemented

— Group has in place standing orders
with policies and procedures that
include whistle blowing and a code
of conduct for fraud. Standing
orders, policies and procedures are
subjected to review with changes
reflecting best practice and
legislation overseen via the Audit
Committee

Management assurances — control

risk self assessment is used by the

Group as a valuable source of

management assurance. Group

directors are required to provide
written representations on internal
controls assurance confirming that
internal audit recommendations have
been implemented and continuing
compliance with key aspects of the
controls framework
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Risk management — Audit Committee
oversees the risk management cycle
which governs the ongoing process of
establishing and communicating
responsibilities, identifying risks and
establishing a risk management
framework to mitigate those risks.
Management responsibility for the
identification of strategic risks is clearly
defined and operates through a rolling
risk assessment exercise. Risk maps
are produced on an activity basis. A
risk map is required to be produced
and approved by Audit Committee for
all new areas of operation prior to
commencing that activity. Operational
risks are identified through the internal
audit and best value processes. The
risk management process is regularly
reviewed by internal audit to ensure it
remains up to date and reflects

best practice.

External audit — reviews of external
audit reports following the interim and
final audit visits together with the audit
strategy, audit report and management
letter help support the process for
reviewing the internal controls system.
Regular meetings are held by Executive
Group members with the external
auditors to provide an update on
changes in our business and to discuss
strategic and technical matters
Quality management systems —
quality of the Group’s management
systems is acknowledged by its
Charter Mark award and the Investors
in People accreditation. The Group
provides a comprehensive training
programme for its staff to enable
them to effectively carry out

their work.

® Regulatory reports — the Group

reports to the Housing Corporation
through a range of regulatory returns.
The Executive Group ensures that
regulatory matters are dealt with
promptly and efficiently, co-ordinates
the self monitoring system operated
by the Group Board and monitors
compliance with performance
standards. The L&Q Group operates a
self appraisal mechanism. Reports on
the three key elements of the
regulatory code (viability, proper
governance and proper management)
have been reported to Group Board
Audit Commission inspection — the
Group’s services are subject to
independent inspection to ensure
effectiveness, economy and
efficiency.

Performance indicators — key
performance indicator reports are
produced and reported to Executive
Group on a monthly basis. They cover
the Group and all operational
subsidiaries. The KPIs are reported
quarterly to the Group Board and
subsidiary boards. These reports
include performance monitoring on
housing management, maintenance,
development, lettings, customer
satisfaction, staff and financial results.
The Group has a comprehensive
system of financial reporting with the
annual budget and long term financial
plan being reported to and approved
by Board. The Group also carries out
regular resident surveys and monitors
maintenance performance.
Governance — the Group Nominations
Committee ensures that its governance
remains clear and effective.

The Group Board, through the reports of
the Audit Committee, for the year to 31
March 2007 and up to the date of
approval of the accounts, has carried
out regular reviews of the Group’s
system of internal control.

THE GROUP BOARD AND
EXECUTIVE GROUP

The Group Board members and
Executive Group of the Trust are listed
on page 2. Each member of the Group
Board holds one fully paid share of

£1 in the Trust, which is cancelled on
cessation as a member. The Executive
Group members hold no interest in the
Trust’s share cpaital and are not
members of the Group Board.

AUDITORS

BDO Stoy Hayward LLP have expressed
their willingness to continue in office,
accordingly a resolution is to be
proposed at the Annual General Meeting
for the reappointment of BDO Stoy
Hayward LLP as auditors of the Trust.

On behalf of the Group Board

ol b
(JOO\( Ol

TURLOGH O’BRIEN, CBE
Chairman

Date of approval: 28 June 2007



Report of the Independent Auditors

Year ended 31 March 2007 L&Q Group

Independent Auditors’ report to the members of London & Quadrant Housing Trust

We have audited the financial statements
of London & Quadrant Housing Trust for
the year ended 31 March 2007 which
comprises the Income and Expenditure
Accounts, the Statement of Total
Recognised Surpluses and Deficits and the
Balance Sheets for the Group and Trust,
the Consolidated Cash Flow Statement
and the related notes. These financial
statements have been prepared under the
accounting policies set out therein.

Respective responsibilities of the
Board and auditors

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

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

We report to you our opinion as to
whether the financial statements give

a true and fair view and are properly
prepared in accordance with the
Industrial and Provident Societies Acts
1965 to 2002, the Industrial & Provident
Societies (Group Accounts) Regulations
1969, the Housing Act 1996

and the Accounting Requirements for
Registered Social Landlords General
Determination 2006.

We also report to you if, in our opinion,
a satisfactory system of control over
transactions has not been maintained,
if the Trust has not kept proper
accounting records, or if we have not
received all the information and
explanations we require for our audit.

We read other information contained in
the Report of the Board and consider
whether it is consistent with the audited
financial statements. This other
information comprises only the
Operating and Financial Review. We
consider the implications for our report
if we become aware of any apparent
misstatements or material
inconsistencies with the financial
statements. Our responsibilities do not
extend to any other information.

Our report has been prepared pursuant
to the requirements of Schedule 1,
paragraph 16 of the Housing Act 1996
and Section 9 of the Friendly and
Industrial and Provident Societies Act
1968 and for no other purpose. No
person is entitled to rely on this report
unless such a person is a person entitled
to rely upon this report by virtue of and
for the purpose of the above statutes or

has been expressly authorised to do so by
our prior written consent. Save as above,
we do not accept responsibility for this
report to any other person or for any
other purpose and we hereby expressly
disclaim any and all such liability.

Basis of audit opinion

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

We planned and performed our audit so
as to obtain all the information and
explanations which we considered
necessary in order to provide us with
sufficient evidence to give reasonable
assurance that the financial statements
are free from material misstatement,
whether caused by fraud or other
irregularity or error. In forming our
opinion we also evaluated the overall
adequacy of the presentation of
information in the financial statements.

Opinion
In our opinion the financial statements

W give a true and fair view, in
accordance with United Kingdom
Generally Accepted Accounting
Practice, of the state of the Group
and Trust’s affairs as at 31 March
2007 and of its results for the year
then ended, and

W have been properly prepared in
accordance with the Industrial and
Provident Societies Acts 1965 to
2002, the Industrial & Provident
Societies (Group Accounts)
Regulations 1969, the Housing Act
1996 and the Accounting
Requirements for Registered Social
Landlords General Determination 2006.

Poo gkqﬁkzrmx Lp

BDO Stoy Hayward LLP

Chartered Accountants and Registered
Auditors

Epsom, Surrey

Date: 28 June 2007

L&Q GROUP | FINANCIAL STATEMENTS 2007



Income and Expenditure Account

Year ended 31 March 2007 L&Q Group

L&Q Group
2007 2006
note £000 £000
Turnover 2 187,981 183,837
Operating costs 2 (128,260) (129,220)
Operating surplus 2 59,721 54,617
Surplus on sale of housing properties 4 25,509 19,797
Interest receivable 5,365 5,240
Interest payable and similar charges 7 (44,207) (44,046)
Other finance costs 20 (478) (792)
Surplus on ordinary activities before tax 2&8 45,910 34,816
Tax on surplus on ordinary activities 9 - -
Surplus on ordinary activities afer tax 16 45,910 34,816
Statement of total recognised surpluses and deficits
Reported surplus on ordinary activities 45,910 34,816
Actuarial gain/(loss) on pension schemes 20 2,238 (1,311)
Total recognised surplus for the year 48,148 33,505
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All amounts relate to continuing activities.
The notes on pages 15 to 41 form part of these

financial statements.

All surpluses and deficits are historic cost
surpluses and deficits.



Balance Sheet

Year ended 31 March 2007 L&Q Group

L&Q Group 2007 2006
note £000 £000 £000 £000
Fixed assets 10
Tangible assets
Housing properties
Cost less depreciation 2,895,796 2,256,490
Less: Social Housing Grant (1,631,646) (1,268,171)
1,264,150 988,319
Other fixed assets 11,094 9,621
Total fixed assets 1,275,244 997,940
Joint venture investment
Investments
Homebuy/Key Worker Living 141,219 128,024
Social Housing Grant (141,219) - (128,024) -
Current assets
Properties held for disposal 40,733 30,935
Debtors 11 31,377 28,954
Cash at bank and in hand 19(c) 134,311 82,356
206,421 142,245
Creditors: amounts falling due within one year 12 (138,657) (116,876)
Net current assets 67,764 25,369
Pension asset 20 342 196
Total assets less current liabilities 1,343,350 1,023,505
Creditors: amounts falling due after more than one year 12 1,041,657 772,367
Provisions for liabilities and charges 14 1,113 932
Pension liability 20 7,057 23,047
Capital and reserves
Share capital 15 - -
Revenue reserves 16 249,549 201,401
Negative goodwill 17 43,974 25,758
1,343,350 1,023,505

In view of the constitution of the Trust all
shareholdings relate to non-equity
interests, as disclosed in note 15.

These financial statements were
approved for issue by the Group Board
and signed on its behalf by:

Sl o
{Joc\( > i

~

Turlogh O’Brien, CBE
Chairman

Robert Cooper

Honorary Treasurer

~

'\NO\.
Jo Robinson
Secretary
Date of approval: 28 June 2007

The notes on pages 15 to 41 form
part of these financial statements.
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Cashflow Statement

Year ended 31 March 2007 L&Q Group

L&Q Group

2006
note £000 £000 £000 £000
Net cash inflow from operating activities 19() 8,635 69,976
Returns on investments and servicing of finance
Interest received 6,508 5,805
Interest paid (including capitalised interest) (55,178) (51,323)
(48,670) (45,518)
Corporation tax paid -
Capital expenditure and financial investment
Cash paid for construction and purchase of
housing properties (excluding capitalised interest) (231,771) (216,797)
Capital grants received 91,058 48,315
Cash paid for purchase of other assets (694) (1,720)
Net proceeds on sale of housing properties 92,122 76,387
Proceeds on sale of other fixed assets 48 170
(49,237) (93,645)
Cash outflow before use of
liquid resources and financing (89,272) (69,187)
Cash withdrawn from notice deposits - -
Cash placed on notice deposits (3,700) (2,769)
Net cash outflow from (3,700)
management of liquid resources (2,769)
Financing
Loans received 190,000 106,200
Loans repaid (48,773) (33,980)
141,227 72,220
Increase in cash and cash equivalents 19(b) 48,255 264
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The notes on pages 15 to 41 form part
of these financial statements.



Income and Expenditure Account

Year ended 31 March 2007 L&Q Group

London & Quadrant Housing Trust

2007 2006
note £°000 £°000
Turnover 2 124,600 116,269
Operating costs 2 (84,860) (79,731)
Operating surplus 2 39,740 36,538
Total surplus on sale of housing properties 4 6,160 9,906
Interest receivable 5,544 4,412
Interest payable and similar charges 7 (27,082) (24,211)
Other finance costs 20 (391) (662)
Surplus on ordinary activities before tax 2&8 23,971 25,983
Statement of total recognised surpluses and deficits
Reported surplus 23,971 25,983
Actuarial gain/(loss) on pension schemes 20 1,844 (1,326)
Total recognised surplus for the year 25,815 24,657

All amounts relate to continuing activities.
The notes on pages 15 to 41 form part of

these financial statements.

All surpluses and deficits are historic cost
surpluses and deficits.
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Balance Sheet

Year ended 31 March 2007 L&Q Group

London & Quadrant Housing Trust

2007 2006
note £000 £000 £000 £000
Fixed assets 10
Tangible assets
Housing properties
Cost less depreciation 1,872,664 1,571,697
Less: Social Housing Grant (1,143,173) (983,804)
729,491 587,893
Other fixed assets 3,420 3,488
Total fixed assets 732,911 591,381
Current assets
Stock 61 -
Debtors 11 123,079 117,895
Cash at bank and in hand 51,306 29,987
174,446 147,882
Creditors: amounts falling due within one year 12 (88,384) (91,697)
Net current assets 86,062 56,185
Pension asset 20 342 196
Total assets less current liabilities 819,315 647,762
Creditors: amounts falling due after more than one year 12 612,719 471,141
Provision for liabilities and charges 14 1,113 94
Pension liability 20 3,873 19,631
Capital and reserves
Share capital 15 - -
Revenue reserves 16 200,364 156,896
Negative goodwill 17 1,246 -
819,315 647,762
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In view of the constitution of the Trust all
shareholdings relate to non-equity

interests, as disclosed in note 15.
These financial statements
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Date of approval: 28 June 2007

The notes on pages 15 to 41 form
part of these financial statements.



Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

1. Principal Accounting Policies

The financial statements have

been prepared in accordance with
applicable Accounting Standards and
the Statement of Recommended
Practice ‘Accounting by Registered
Social Landlords Update 2005’, and
comply with the Accounting
Requirements for Registered Social
Landlords General Determination 2006.
Accounting policies are consistently
applied. A summary of the more
important accounting policies is set out
here:

BASIS OF CONSOLIDATION

The consolidated accounts incorporate
the financial statements of London &
Quadrant Housing Trust and its subsidiary
undertakings, being Tower Homes
Limited, L&Q Bexley Homes Limited,
Crawley Foyer Limited, Quadrant
Housing Finance Limited, Quadrant
Construction Services Limited, Tower
Two Homes Limited, Zest Homes
Limited, L&Q Beaver Limited, Otter
Housing Society, L&Q Beacon Homes,
Opus Property Services (UK), Beacon
Youth Trust, Venstone Limited, Nucleus
Services Limited, L&Q Threshold Homes,
Threshold Key Homes and Threshold
Development Limited.

TURNOVER

Turnover represents rental and service
charge income receivable, fees receivable
and revenue grants from the Housing
Corporation and other public authorities.

FIXED ASSETS AND DEPRECIATION
Depreciation is charged on a straight-
line basis over the expected useful
economic lives of fixed assets to write
off the cost less estimated residual
values at the annual rates set out below.

HOUSING PROPERTIES

Housing properties in the course of
construction are stated at cost and are
not depreciated. Housing properties are
transferred to completed properties
when they are ready for letting and are
stated at cost less depreciation.
Freehold land is not depreciated.

Depreciation basis
Housing properties

INVESTMENTS

Tower Homes Limited retains a 25%
stake in homes purchased through the
Homebuy scheme, a variable percentage
is retained on the Key Worker Living
Initiative. Investment in Homebuy and
the Key Worker Living Initiative is funded
through Social Housing Grant and held
in the balance sheet at historic cost.

On subsequent disposal of homebuy
schemes, the original social housing
grant received is recycled. For key
homebuy schemes the original social
housing grant received plus any
subsequent surplus on disposal is
recycled.

SOCIAL HOUSING GRANT

Where developments have been
financed wholly or partly by Social
Housing Grant the cost of those
developments has been reduced by the
amount of grant receivable. Social
Housing Grant is credited to the income

between 80 and 100 years

Short leasehold premises

period over 10 years

Furniture and equipment 12.5%
Motor vehicles 25%
Computer equipment 20%

and expenditure account to the extent
that it is claimed in respect of
development administration costs which
are not capitalised. When a Social
Housing Grant funded property is sold
the grant becomes ‘recyclable’ and is
transferred to a recycled capital grant
fund until it is reinvested into a
replacement property. Social Housing
Grant may be repayable in certain
circumstances such as when a property
is no longer used for social housing.
When Social Housing Grant becomes
repayable it is included as a current
liability until it is repaid. The repayment
of Social Housing Grant is generally
subordinated to the repayment of
housing loans as agreed with the
Housing Corporation.

WORKS TO EXISTING PROPERTIES
Works to existing housing properties are
only capitalised where they relate to
stock transferred from local authorities
or relate to large scale regeneration
projects and the properties are below
standard.

IMPAIRMENT

Housing properties that are depreciated
over a period in excess of 50 years are
subject to impairment reviews annually.
Other assets are reviewed for

impairment if there is an indication that
impairment may have occurred.

AMORTISATION OF GOODWILL
Negative goodwill arising on business
combinations in respect of acquisitions
represents the difference between the
consideration given and the fair value of
the net assets of the acquired subsidiary
or business. It is included within
reserves and released to the income and
expenditure account in the periods in
which the fair values of the non-
monetary assets purchased on the same
acquisition are recovered, whether
through depreciation or sale. Goodwill is
based on the discounted cashflow of the
subsidy acquired.

LEASE OBLIGATIONS

Finance leases are recorded in the
balance sheet as assets and as an
obligation to pay future rentals.

The finance charges are allocated on a
straight line basis over the term of the
lease.

PROPERTIES HELD FOR DISPOSAL
Where the Group has identified
portfolios of properties to be sold within
the next financial year, their net book
value has been transferred out of fixed
assets to current assets.
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Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

1. Principal Accounting Policies continued

PENSION CONTRIBUTIONS
Contributions to the defined benefit
pension scheme are calculated as a
percentage of pensionable salaries of the
employees, determined in accordance
with actuarial advice. The actual pension
cost is charged to the income and
expenditure account based on spreading
the cost of pensions over the service
lives of employees.

Contributions to the defined
contribution scheme are calculated as a
percentage of pensionable salaries of
the employees. The actual cost is
charged to the income and expenditure
account.

The difference between the fair value
of the assets held in the Trust’s defined
benefit pension scheme and the
scheme’s liabilities measured on an
actuarial basis using the projected unit
method are recognised in the Trust’s
balance sheet as a pension scheme
asset or liability as appropriate.

The carrying value of any resulting
pension scheme asset is restricted to
the extent that the Trust is able to
recover the surplus either through

reduced contributions in the future or
through refunds from the scheme.

Changes in the defined benefit pension
scheme asset or liability arising from
factors other than cash contributed by
the Trust are charged to the income
and expenditure account or the
statement of total recognised surpluses
and deficits in accordance with FRS17
‘Retirement Benefits’.

DEFERRED INCOME

AND EXPENDITURE

Premiums on debt issues and other
contributions to future expenditure made
by third parties are treated as deferred
income. Deferred income is released to
the income and expenditure account
over the period when the expenditure to
which it relates is incurred.

Financing costs such as indemnity and
insurance premiums payable on debt
issues are held against issue proceeds as
deferred expenditure and amortised over
the term of the loan.
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CAPITALISATION OF

INTEREST AND DEVELOPMENT
ADMINISTRATION COSTS

Interest on borrowings is charged to
housing properties under construction
up to the date of completion of each
scheme.

The interest charged is either on
borrowings specifically financing a
scheme or on net borrowings to the
extent that they are deemed to be
financing a scheme. This treatment
applies irrespective of the original
purpose for which the loan was raised.

Staff costs which are directly attributable
to bringing housing properties into
working condition for their intended use
are capitalised.

INTEREST PAYABLE

In accordance with FRS4, interest payable
on stepped interest loans is allocated to
the income and expenditure account at
a constant rate equal to the effective
annual rate of interest.

The additional interest cost accruing as
a result of this treatment is added to the
loan outstanding, and will be released to

the income and expenditure account
when actual payments exceed the
effective annual rate.

PROVISIONS

The Trust only provides for contractual
liabilities which exist at the balance
sheet date.

HOSTELS MANAGED BY AGENCIES
Social Housing Grant claimed and capital
expenditure incurred on hostels owned
by the Trust are included in the balance
sheet of the Trust. The treatment of other
income and expenditure is determined
by whether day to day financial risk has
been substantially transferred or retained
by the Trust.

Where risk has been retained by the Trust
all the hostels’ income, expenditure,
assets and liabilities are included in the
Trust’s financial statements.

Where risk has been substantially
transferred to the agency, the Trust’s
financial statements include only the
income, expenditure, assets and liabilities
arising directly from Trust operations.

TAXATION

The charge for taxation is based on the
surplus for the year and takes into
account taxation deferred. Deferred
taxation on differences between the
treatment of certain items for accounting
and taxation purposes is accounted for
to the extent that a liability or asset is
expected to be payable or recoverable in
the foreseeable future.

RELATED PARTIES

The Trust has taken advantage of the
exemption contained in FRS8 and has
therefore not disclosed transactions or
balances with entities which form part
of the Group.



Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

2. Turnover, operating surplus and surplus before tax

L&Q Group
2007 2006
Operating Operating Operating Operating
Turnover costs surplus Turnover costs surplus
£°000 £°000 £000 £°000 £000 £000
Social housing lettings (Note 3)
General needs housing 139,332 (89,391) 49,941 133,725 (90,335) 43,390
L&Q Supported Living 14,728 (15,442) 714) 15,057 (14,019) 1,038
Key worker accommodation 4,283 (2,808) 1,475 4,126 (3,000) 1,126
Shared ownership 9,583 (3,600) 5,983 8,516 (2,626) 5,890
Leaseback schemes 2,290 a71n 2,119 2,366 (218) 2,148
Large scale regeneration 7,841 (3,904) 3,937 8,654 (5,563) 3,091
Total social housing 178,057 (115,316) 62,741 172,444 (115,761) 56,683
Other social housing activities
Supporting people contract income 1,816 (1,592) 224 1,257 (1,358) (101)
Development administration 1,245 (5,789) (4,544) 1,484 (5,547) (4,063)
Non-social housing activities
Market renting - - - 901 (264) 637
Student accommodation 2,814 (1,467) 1,347 2,794 (1,414 1,380
Other income and expenditure 4,049 (4,096) 47) 4,957 (4,876) 81
187,981 (128,260) 59,721 183,837 (129,220) 54,617
Surplus on sale of housing properties 25,509 19,797
Interest receivable 5,365 5,240
Interest payable (44,207) (44,046)
Other finance costs (478) (792)
Surplus on ordinary activities before tax 45,910 34,816
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Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

2. Turnover, operating surplus and surplus before tax

London & Quadrant Housing Trust

2007 2006
Operating Operating Operating Operating
Turnover costs surplus Turnover costs surplus
£000 £000 £000 £000 £000 £000
Social housing lettings (Note 3)
General needs housing 93,034 (58,287) 34,747 85,703 (53,855) 31,848
L&Q Supported Living 12,825 (14,057) (1,232) 12,381 (11,794 587
Key worker accommodation 1,035 (744) 291 951 (563) 388
Leaseback schemes 2,290 a71n 2,119 2,366 (218) 2,148
Large scale regeneration 7,841 (3,904) 3,937 8,654 (5,563) 3,091
Total social housing 117,025 (77,163) 39,862 110,055 (71,993) 38,062
Other social housing activities
Supporting people contract income 1,682 (1,476) 206 1,141 (1,243) (102)
Development administration 797 3,117) (2,320 1,129 (2,963) (1,834
Non-social housing activities
Student accommodation 1,997 914) 1,083 1,845 (757) 1,088
Other income and expenditure 3,099 (2,190) 909 2,099 (2,775 (676)
124,600 (84,860) 39,740 116,269 (79,731) 36,538
Surplus on sale of housing properties 6,160 9,906
Interest receivable 5,544 4,412
Interest payable (27,082) (24,211
Other finance costs (391) (662)
Surplus on ordinary activities before tax 23,971 25,983
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Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

3. Income and expenditure from social housing lettings

L&Q Group

Rent receivable net of identifiable service charges

Charges for support services

Service income

Net rental income
Housing Corporation revenue grants
Other revenue grants

Turnover from social housing lettings

Management

Support cost

Services

Routine maintenance

Planned maintenance

Major repairs expenditure

Bad debts

Depreciation on housing properties

Other costs

Operating costs on social housing lettings

Operating surplus on social housing lettings

Rent losses from voids
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Total
2006

£'000

159,925
2,144

8,803

170,872
1,572

172,444

25,126
2315
11,221
24,975
11,300
30,637
1,044
9,046

37
115,761
56,683
(3,430)
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Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

3. Income and expenditure from social housing lettings
London & Quadrant Housing Trust

Total

2006

£000
Rent receivable net of identifiable service charges 104,159
Charges for support services 1,241
Service income 4,648
Net rental income 110,048
Housing Corporation revenue grants -
Other revenue grants 7
Turnover from social housing lettings 110,055
Management 15,120
Support costs 2,375
Services 6,997
Routine maintenance 14,661
Planned maintenance 10,544
Major repairs expenditure 18,827
Bad debts 598
Depreciation on housing properties 2,871
Operating costs on social housing lettings 71,993
Operating surplus on social housing lettings 38,062
Rent losses from voids (1,695)
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Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

4. Surplus on sale of housing properties

Group Trust Group Trust
2007 2007 2006 2006
£000 £000 £000 £000
Sale proceeds 68,440 16,278 62,922 19,538
Grant abated / (recovered) 275 - (567) (52)
Homebuy disposals 758 = 391 =
Cost of sale (40,885) (7,269) (38,015) (5,433)
Incidental sale expenses (3,079) (2,849) (4,934) (4,147)
Surplus on sale 25,509 6,160 19,797 9,906
S. Directors’ emoluments
L&Q Group
2007 2006
£000 £000
Aggregate emoluments payable to directors 1,452 1,432
(including pension contribution and benefits in kind)
Emoluments payable to the highest paid director 200 179
(excluding pension contributions but including benefits in kind)
Total expenses reimbursed to the directors 9 5

not chargeable to United Kingdom income tax

Included in sale proceeds for the L&Q Group and
London & Quadrant Housing Trust is £2.2 million
(2006: £1.2 million) relating to the transfer of housing
properties to other housing associations.

The directors are defined as the members of the Group Board,
the Chief Executive and any other person reporting directly to
the Chief Executive or the Board and any member of the senior
management team.
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Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

6. Employee information
The average weekly number of persons employed during the year

Group Trust Group Trust
2007 2007 2006 2006

FTE FTE
Office staff and care support workers 724 704 776 634
Wardens, caretakers and cleaners 79 71 91 73
803 775 867 707
Staff costs (for the above persons) £000 £000 £000 £000
Wages and salaries 24,182 21,595 22,963 19,137
Social security costs 2,443 2,170 2,232 1,869
Other pension costs 3,393 3,172 2,347 2,223
Total for L&Q Group 30,018 26,937 27,542 23,229
Less amount payable by subsidiaries - (3,801) - (3,234)
Total for London & Quadrant Housing Trust 30,018 23,136 27,542 19,995
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Notes on the Financial

Year ended 31 March 2007 L&Q Group

7. Interest payable and similar charges

Statements

Group Trust Group Trust
2007 2007 2006 2006
£000 £000 £000 £000
On loans repayable within one year 17,645 - 15,435 -
On loans repayable between one year and five years 3,726 1,163 3,084 942
On loans wholly or partly repayable in more than five years 33,460 29,928 32,143 25,789
54,831 31,091 50,662 26,731
Less: capitalised in housing properties (10,624) (4,009 (6,616) (2,520)
44,207 27,082 44,046 24,211
8. Surplus on ordinary activities before tax
Group Trust Group Trust
2007 2007 2006 2006
£000 £000 £000 £000
Surplus on ordinary activities before tax
is stated after charging/(crediting):
Depreciation and impairment 4,730 3,889 9,046 2,871
Auditors’ remuneration (including VAT and expenses)
- in their capacity as auditors 165 56 148 55
- in respect of other services - - - -
(Surplus) on sale of housing properties (25,509) (6,160 (19,797) (9,906)
(Surplus)/deficit on sale of other fixed assets “18) 18) 35 35
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Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

9. Tax on surplus on ordinary activities

Group Trust Group Trust
2007 2007 2006 2006
£000 £000 £000 £000
UK corporation tax - - - -
Adjustment in respect of prior year - - - -
L&Q Group 2007 2006
£000 £000
Surplus on ordinary activities before tax - - -
Surplus on ordinary activities multiplied by the standard
rate of corporation tax in the UK of 30% (2006: 30%) = -
Effects of:
Capital allowances for period less than depreciation - 2

Adjustment to tax changes in respect of previous periods
Other timing differences

Current tax charge for the year
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The Trust is exempt from UK corporation tax due to

its charitable objects. Tax assessable results relate to the Trust’'s
subsidiary undertakings Opus Property Services (UK) Limited,
Zest Homes Limited, Quadrant Construction Services and
Quadrant Housing Finance. No charge to tax arises in these
entities in 2007 (2006:£nil).

The tax assessed for the year is lower than the standard rate of
corporation tax in the UK (30%). The differences are explained
in the figures (left).



Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

10. Tangible assets - L&Q Group

Housing Social Non-social Long Commercial Freehold Leasehold Office Motor Total
properties housing housing leasehold properties office office furniture vehicles 2007
under properties properties social premises premises and
construction held for held for housing equipment Additions to housing properties during
letting letting  properties the year include capitalised interest of
Cost £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £10,624,000 (2006: £6,616,000) and
At 1 April 2006 306,611 1,963,975 12,567 1,227 - 7,834 2,188 6,063 854 2,301,319 capitalised administration costs of
Acquisitions 42,931 410,494 - 1,047 2,341 642 1,352 - 458,807 £2,884,000 (2006: £2,697,000).
Schemes completed in the year (166,540) 166,540 - - - - - - - - At 31 March 2007 the completed
Additions 237,998 4,546 - - - 121 - 419 154 243,238 housing stock was evaluated by
Disposals Q) (19,445) (1,227) - - - (13) (228)  (20,927) . .
. Countrywide Surveyors Limited to have
Transfer to properties held for .
T G51) 310) : : i : i : : ®61) .an open market vacant pc?s.sessmn value
Proceeds from first tranche sales (19,704 (6,024) - - - - - - - (25,728) Est::;eﬁ;ﬁizsff:js;glui: ;zggi of
At 31 March 2007 400,731 2,519,776 12,567 - 1,047 10,296 2,830 7,821 780 2,955,848 ’ . o
£2,532 million (2006: £1,978 million).
Social Housing Grant
At 1 April 2006 152,061 1,116,110 - - - - - - - 1,268,171
Acquisitions 15,487 261,549 - ; ; , - ; ; 277,036 Housing land and building comprise:
Schemes completed in the year (84,477) 84,477 = = = = = - = =
Received during year 94,278 1,346 - - - - - - - 95,624 Freehold £983,059,000
Transferred to properties held for (2006: £771,563,000)
disposal - - - - - - - - - -
Grant abated/repaid - (282) - - - - - - - (282) Long leasehold £46,050,000
Recycled on disposals : (8,903) - - - - - - - (8,903)  (2006: £50,439,000)
At 31 March 2007 177,349 1,454,297 - - - - - - - 1,631,646
Depreciation
At 1 April 2006 1,305 25,863 550 172 - 1,061 942 4,833 482 35,208
Acquisitions - 5,310 - - 5 586 425 841 - 7,167
Charge for year = 5,788 95 = = 122 102 1,260 190 7,557
Eliminated in respect of disposals - (591) - (172 - > - (12) (199) 974)
At 31 March 2007 1,305 36,370 645 - 5 1,769 1,469 6,922 473 48,958
Net book value
At 31 March 2007 222,077 1,029,109 11,922 - 1,042 8,527 1,361 899 307 1,275,244
At 31 March 2006 153,245 822,002 12,017 1,055 = 6,773 1,246 1,230 372 997,940
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Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group
10. Tangible assets - London & Quadrant Housing Trust

Additions to housing properties during
the year include capitalised interest of
£4,009,000 (2006: £2,520,000) and
capitalised administration costs of

Cost £1,461,000 (2006: £1,306,000).

At 1 April 2006

Schemes completed in the year
Transfer (to)/ from group undertakings
Additions

Disposals

Transfers in

At 31 March 2007

At 31 March 2007, the completed
housing stock was evaluated by
Countrywide Surveyors Limited and was
reported to have an open market vacant
possession value in the region of £3,703
million (2006: £3,337 million) compared
with a cost of £1,541 million (2006:
£1,400 million).

Social Housing Grant

At 1 April 2006

Schemes completed in the year
Received during year
Transferred to other RSLs
Recycled on disposals

At 31 March 2007

Housing land and building comprise:

Freehold £707,234,000
(2006: £569,019,000)

Depreciation

At 1 April 2006
Charge for year
Eliminated in respect of disposals

Long leasehold £22,257,000
(2006: £18,874,000)

Grants received in the year include £3.5
million non social housing grant in
respect of a regeneration project.

Transfer in
At 31 March 2007

Net book value
At 31 March 2007

At 31 March 2006
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Notes on the Financial

Year ended 31 March 2007 L&Q Group

11. Debtors

Statements

Group Trust Group Trust
2007 2007 2006 2006
£000 £000 £000 £000
Arrears of rent and service charges 10,127 5,743 9,082 5,061
Less: provision for bad and doubtful debts (5,462) (3,049) (4,561) (2,586)
4,665 2,694 4,521 2,475
Social Housing Grant receivable 8,348 4,717 4,897 -
Other debtors and prepayments 18,364 15,079 19,536 17,137
Amounts owing from subsidiaries - 100,589 - 98,283
31,377 123,079 28,954 117,895
12. Creditors

Amounts falling due within one year
Group Trust Group Trust
2007 2007 2006 2006
£000 £000 £000 £000
Recycled capital grant fund (note 13) 3,288 - 3,620 695
Social housing grant repayable - - 1,061 -
Housing loans 27,633 3,604 13,823 10,456
Trade creditors 6,185 2,136 8,163 1,985
Other taxation and social security 730 730 901 893
Accruals 31,142 22,669 31,769 22,037
Other creditors 68,864 58,485 57,149 49,326
Disposal proceeds fund (note 13) 815 - 390 -
Amounts due to subsidiaries - 760 = 6,305
138,657 88,384 116,876 91,697

Amounts owing from subsidiaries represent inter-company
balances in respect of staff and administration costs and
includes on-lending from London & Quadrant Housing Trust to
Tower Homes Limited of which £50 million (2006: £40 million)
is repayable in more than one year and to L&Q Beacon Homes
of which £0 million (2006: £10 million) is repayable in more
than one year.

Amounts due to subsidiaries represent interest payable on
loans from Quadrant Housing Finance Limited and inter-
company balances.
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Notes on the Financial Statements

Year ended 31 March 2007 L&Q Group

12. Creditors continued

Amounts falling due after more than one year

Group Trust Group Trust
2007 2007 2006 2006
£000 £000 £000 £000
Housing loans:

- repayable by annual instalments 894,223 492,109 685,881 402,398
- repayable on maturity 103,995 103,995 54,013 54,013
- guaranteed by local authorities 3,546 3,546 5,127 5,127
Total housing loans 1,001,764 599,650 745,021 461,538
Financing costs capitalised (2,925) (1,415) (2,433) (1,475)
Net housing loans 998,839 598,235 742,588 460,063
Deferred income 3,102 3,102 3,080 3,080
Other creditors 7,074 3,358 6,846 3,731
Disposal proceeds fund (note 13) 5,088 3,876 2,978 2,318
Recycled capital grant fund (note 13) 27,554 4,148 16,875 1,949
1,041,657 612,719 772,367 471,141
Group Trust Group Trust
2007 2007 2006 2006
£000 £000 £000 £000

Source of housing loans:
Banks and building societies 751,132 448,550 491,916 308,266
Capital market issues 248,901 149,369 249,559 149,726
Other 1,731 1,731 3,546 3,546
1,001,764 599,650 745,021 461,538
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Housing loans are secured by a combination of fixed and
floating charges on properties and carry different, but largely
fixed rates of interest. Loans repayable on maturity fall due
between 1 and 25 years. Loans guaranteed by local authorities
relate to properties which are leased to the relevant local
authorities. They are repayable by instalments at a stepped rate
of interest and the local authority is committed to pay rent
which is sufficient to finance mortgage repayments and related
management costs.

Capital market issues include a £130 million guaranteed
secured stepped coupon bond issued on 4 February 1998
through Quadrant Housing Finance Limited. The bond is
repayable in annual instalments from 2018 to 2033.
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12. Creditors continued
Amounts falling due after more than one year

Group Trust Group Trust
2007 2007 2006 2006
£000 £000 £000 £000
Loans repayable by instalments fall due as follows:
- between one and two years 8,300 8,300 3,945 2,723
- between two and three years 7,060 6,749 10,960 7,473
- between three and five years 6,062 4,466 27,991 23,565
- in five or more years 872,801 472,594 642,985 368,637
894,223 492,109 685,881 402,398
2007 2006
Book value Current value Book value Current value
£000 £000 £000 £000
Short term debt and current portion of long term debt 4,111 4,111 9,365 9,365
Long term debt 998,839 1,110,610 742,588 825,239
Total Floating Fixed Weighted Weighted
borrowings  borrowings average  average time
interest for which
rate rate is fixed
£000 £000 £000 % years
As at 31 March 2007:
Loans 1,002,950 462,187 540,763 6.38% 15
As at 31 March 2006:
Loans 751,953 354,525 397,428 6.37% 15

Set out left is a year end comparison of current and book
values of all the L&Q Group’s financial instruments by category.
Where available, market rates have been used to determine
current values. Where market rates are not available, current
values have been calculated by discounting cash flows at
prevailing interest rates.

Short term debtors and creditors are not treated as financial
assets or financial liabilities. The fair value of cash was not
materially different from its book value.

After taking into account the various interest rate swaps, caps
and collars entered into by the L&Q Group, the interest rate
exposure of the L&Q Group’s borrowings is shown in the
figures (left).
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13. Recycled capital grant fund and disposal proceeds fund

Recycled capital grant fund

Disposal proceeds fund

Group Trust Group Trust Group Trust Group Trust
2007 2007 2006 2006 2007 2007 2006 2006
£000 £000 £000 £000 £000 £000 £000 £000
Fund at beginning of year 20,495 2,644 12,414 2,941 3,369 2,319 2,198 1,470
Arising on acquisitions 3,195 - 3,553 - 474 - - -
Homebuy / Key Worker Living 10,297 - 951 - - - - -
Net SHG abated/(recovered) 275 - 26 - - - - -
Transferred to fund during year 8,687 2,262 6,418 1,731 2,088 1,641 1,069 768
Interest credited to fund 1,143 120 565 59 269 213 152 131
Utilised during the year (12,773) (878) (3,432) (2,087) 297) 297) (50) (50
Fund at end of year 30,769 4,148 20,495 2,644 5,903 3,876 3,369 2,319
14. Provision for liabilities and charges
Deferred Total
Deferred Leasehold Total taxation Leasehold provision
Taxation repairs Other 2007 provision repairs Other 2006
L&Q Group £000 £000 £000 £000 £000 £000 £000 £000 The | hold : o
At beginning of year - 121 811 932 6 27 : 33 R
. . represents the amounts set aside to
(Released)/Charged to income and expenditure - .
meet a contractual liability for the repair
account @7 208 181 6) 94 811 899 of managed properties, the liability
Expenditure during year - i} - - - - - - arising on handback of such properties
At end of year - 94 1,019 1,113 - 121 811 932 to their owners.
London & Quadrant Housing Trust Other provisions represent amounts set
At beginning of year _ 94 ; 04 : 27 ; 27 aside to meet a major repairs
(Released)/Charged to income and expenditure account = = - - - 67 - 67 contractual liability.
Transfered in year - - 1,019 1,019 - - - -
Expenditure during year - - - - - - - -
At end of year = 94 1,019 1,113 = 94 = 94
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15. Share capital

Statements

Group Trust Group Trust
2007 2007 2006 2006
Number Number Number Number
Shares of £1 each issued and fully paid
At beginning of year 177 65 229 66
Arising on acquisitions 70 - - -
Issued during year 6 6 14 3
Surrendered during year (X)) 13) (66) (4)
At end of year 202 58 177 65
16. Reserves
L&Q Group Revenue
Reserve
2007
£000
At beginning of year 201,401
Surplus for year 45,910
Actuarial gain on pension scheme 2,238
At end of year 249,549

The share capital of the Trust consists of shares with a nominal
value of £1 each which carry no rights to dividends or other
income. Shares in issue are not capable of being repaid or
transferred. When a shareholder ceases to be a member, that
person’s share is cancelled and the amount paid up thereon
becomes the property of the Trust. Therefore all shareholdings
relate to non-equity interests.
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16. Reserves (continued)

London & Quadrant Housing Trust Revenue
Reserve

2007

£000

At beginning of year 156,896
Transferred from group undertaking 17,653
Surplus for year 1,844
Actuarial gain on pension scheme 23,971
At end of year 200,364

17. Negative goodwill

On 1 October 2004, London & Quadrant Housing Trust acquired by virtue of control, the Nucleus Housing Group, Beacon Housing Association, Opus Property Services (UK) Limited, Beacon Youth Trust Limited, Nucleus
Services Limited and Venstone Limited. The Trust also acquired, by virtue of control on 31 March 2005, Beaver Housing Society, Otter Housing Society and Riverside Housing Developments. Both transactions were
accounted for as an acquisition. The Trust acquired by virtue of control on 6 February 2007 Lewisham Old People’s Home. On 30 March 2007, London & Quadrant Housing Trust acquired by virtue of control, Threshold
Housing, Threshold Key Homes and Threshold Development Limited.

Lewisham Old

Threshold Housing People’s Home
Accounting Fair Value Fair Book Accounting Fair Value Fair
policy adjustments Adjustment Value Value policy adjustment Adjustment Value
£000 £000 £000 £000 £000 £000 £000 £000

Net asssets acquired

Fixed assets - housing properties 146,684 (7,821) 33,258 172,121 321 - 427 748
Fixed assets - other 2,483 - - 2,483 4 - - 4
Stock 1,967 - - 1,967 - - - -
Debtors 1,907 - - 1,907 7 - - 7
Cash 28,278 - - 28,278 154 - - 154
Creditors (174,124) - (15,046)  (189,170) - - = =
Net assets acquired 7,195 (7,821) 18,212 17,586 486 - 427 913
Negative goodwill (17,586) 913)

Satisfied by consideration - -

Housing properties have been valued on the basis of assumptions contained in the respective business plans and fixed interest loans have been revalued to market value.
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17. Negative goodwill (continued)

The negative goodwill arising on these acquisitions is amortised over the remaining useful lives of the
underlying housing properties, being 100 years. The negative goodwill relased to the income and

expenditure account in the year was £287,000 (2006: £268,000).

Negative Accumulated

Goodwill amounts

on Acquisition amortised

£000 £000

Lewisham Old People’s Home 913) -

Nucleus Housing Group (11,844) 375

Threshold Housing (17,586) =
L&Q Beaver Ltd

(formerly Beaver Housing Society) (14,307) 301

(44,650) 676

At

31st March
2007

£000

913)
(11,469
(17,586)

(14,006)

(43,974

18. Housing stock

The number of units of accommodation at 31 March 2007 was:

Housing managed by the L&Q Group Group Trust Group Trust
2007 2007 2006 2006
Number Number Number Number
Social housing
General needs housing 33,613 23,069 30,187 19,246
Long leaseholders 804 234 811 58
Supported housing 3,959 3,417 4,006 3,614
Temporary social housing 365 23 42 26
Key worker accommodation 1,403 298 1,339 288
Large scale regeneration 2,311 2,311 2,401 2,401
Shared ownership accommodation 4,500 70 4,361 -
Key worker living 3,046 - 2,864 -
Leaseback schemes 154 154 154 154
Total social housing 50,155 29,576 46,165 25,787
Non-social housing
Market renting 17 = 1 =
Student accommodation 813 749 952 628
Total non-social housing 830 749 953 628
Grand total 50,985 30,325 47,118 26,415
Being:
Owned and managed 47,420 30,314 43,520 26,235
Managed only 3,565 11 3,598 180
50,985 30,325 47,118 26,415
Housing under development 5,146 2,614 2,428 1,399
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19. Notes on the cash flow statement

Statements

a) Reconciliation of operating surplus to 2007 2006

net cash inflow from operating activities £000 £000

Operating surplus 59,721 54,617

Depreciation charges and amortisation of finance costs 7,274 8,400

Increase in stock (27,169) (8,099)

Decrease in debtors 2,934 (2,359)

Increase in creditors (34,288) 16,553

Surplus on sale of fixed assets (18) (35)

Decrease in provision 181 899

Net cash inflow from operating activities 8,635 69,976

b) Reconciliation of net cashflow 2007 2006

to movement in net debt £000 £000

Increase in cash in the year 48,255 264

Cash inflow from debt increase (272,250) (71,797)

Cash outflow/(inflow) from management of liquid resources 3,700 2,769

Change in net debt resulting from cash flows (220,295) (68,764

Net debt at 1 April (676,488) (607,724)

Net debt at 31 March (896,783) (896,783)

c) Analysis of changes in net debt At 31 March At 31 March
2006 Cashflow 2007
£000 £000 £000

Cash at bank and in hand 64,563 48,255 112,818

Debt due after one year (745,021) (258,657) (1,003,678)

Debt due within one year (13,823) (13,593) (27,416)

Cash on deposit 17,793 3,700 21,493

(676,488) (220,295) (896,783)
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Cash balances include £12,832,902 (2005: £10,383,425) held
in charged deposits to comply with funders’ requirements.
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20. Pension costs

London & Quadrant Housing Trust
operates a defined benefits scheme
based on final pensionable salary.

It is independently administered. This
scheme was closed to new members
during 2001 and so current service
costs will increase in time. As at 31
March 2007 there were 173 (2006: 185)
active members participating in this
scheme. The Bexley scheme had 9
active members (2006:10) at 31 March
2007, the Waltham Forest Scheme had 8
active members (2006:13), and Bucks
CC had 8 members (2006: 9).

The pension cost is assessed in
accordance with the advice of an

independent professionally qualified
actuary using the projected accrued
benefit method and is not materially
different from that arising from the
current employer’s contribution rate.
There was no deficiency within the
scheme on the Statutory Minimum
Funding Requirement as at the date of
the last review. Following the transfer of
stock from the London Borough of
Waltham Forest, some L&Q staff are
members of the Waltham Forest Borough
defined benefit scheme. The results

and assumptions of the most recent
valuation of the London & Quadrant
Housing Trust scheme are as set out below.

Valuation

L&Q Trust Bexley London Waltham Forest
Scheme Borough Scheme Borough Scheme
Valuation date 1 April 2004 1 April 2004 1 April 2004
Valuation method projected unit projected unit projected unit
Value of assets £2,528 million £297 million £318 million
Funding level for accrued benefits 60.5% 83% 70%

Investment return per annum:
- Post retirement 5% 6.3% 6.1%
- Pre retirement 6.75% 7.0%
Salary scale increases per annum 4% 4.4% 4.2%
Pension increases per annum 3% 2.7% 2.7%

The assumptions used by the actuary
are the best estimate chosen from a
range of possible actuarial assumptions
which, due to the timescale covered,
may not necessarily be borne out

in practice.

The pension contributions payable by
L&Q during the accounting period were
equal to 21.5% of pensionable salary for
the accounting period as recommended
by the actuary. Surpluses and deficits
are spread over employees’ future
service lives, and the pensions charge
recorded by L&Q during the accounting
period was equal to the contributions
payable. The pension contribution

payable on the Waltham Forest Scheme is
10.8%, for the Bexley Scheme is 21% and
for the Bucks CC scheme is 15% depending
on the level of employee contribution.

Actuarial assumptions

Bucks CC
Scheme

1 April 2004
projected unit
£733 million
66%

Discount rate

Salary increase rate
Pension increase rate
Rate of inflation

6.9%

4.6%
2.8%

L&Q Trust Bexley London
Scheme Borough Scheme

2007 2006 2007 2006
5.50% 5.10% 5.4%  4.90%
4.55% 4.30% 4.85%  4.65%
3.00% 3.00% 3.1%  2.90%
3.40% 3.15% 3.1%  2.90%
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Waltham Forest
Borough Scheme

2007
5.50%
4.55%
3.00%
3.40%

2006
5.10%
4.30%
3.15%
3.15%

Bucks CC

2007
5.4%
5.1%
3.3%
3.3%

Scheme

2006
4.90%
4.80%
3.00%
3.00%
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20. Pension costs continued

The fair value of the schemes’ assets, which are not intended to be realised in the short term and may be subject to significant change before they are realised, and the present value of the schemes’ liabilities
which are derived from cash flow projections over long periods and thus inherently uncertain were:

L&Q Trust Scheme

2007 2006 2005 2004 2003 2007 2006 2005 2004 2003

value value value value value Expected Expected Expected Expected Expected

rate of rate of rate of rate of rate of

return return return return return

Scheme assets and expected returns £000 £000 £000 £000 £000 % % % % %
- equities 34,522 25,690 19,224 16,532 12,390 7.8% 7.5% 7.5% 7.5% 8.5%
- bonds 24,313 15,403 9,142 8,441 7,942 5.1% 4.8% 5.0% 5.0% 5.0%
- cash 177 260 1 118 39 4.8% 3.75% 3.75% 3.75% 3.75%

Total 59,012 41,353 28,367 25,091 20,371
Value of liabilities (62,885) (60,984) (50,710) (43,302) (35,466)
Net pension (liability)/asset (3,873) (19,631) (22,343) (18,211) (15,095)
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20. Pension costs continued

Analysis of other pension costs charged in arriving
at operating surplus
Service costs

Analysis of amount included in other finance income/(costs)
Expected return on pension scheme assets
Interest on pension scheme liabilities

Net return

Movement in surplus during the year
Deficit in scheme at beginning of year
Movement in year:

- current service costs

- contributions

- other finance costs

- actuarial gain or loss

(Deficit)/surplus in scheme at end of year
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20. Pension costs continued

Analysis of amount recognised
in statement of total
recognised gains and losses

- asset loss

- liability loss

- change in assumptions

Net (loss)/surplus

L&Q Trust

Scheme

2007 2006

£000 £000

(895) 4,179

1.5% (2006: 10.1%) of scheme liabilities
- (832)

0% (2006: 1.4%) of scheme liabilities
1,715 (4,718)

2.7% (2006: 2.2%) of scheme liabilities

820 (1,371

Bexley London
Borough Scheme

2007 2006

£000 £000

47) 310

1.8% (2006: 12.3%) of scheme liabilities
- 34)

0% (2006: 1.2%) of scheme liabilities
130 (205)

4.5% (2006: 7%) of scheme liabilities

83 71

Waltham Forest
Borough Scheme

2007 2006

£000 £000

4 148

0.3% (2006: 9.1%) of scheme liabilities
103 60

7.3% (2006: 4.2%) of scheme liabilities
22 (163)

1.6% (2006: 11%) of scheme liabilities

129 45

Bucks CC

Scheme

2007 2006

£000 £000

254 3,673

1.4% (2006: 18.1%) of scheme liabilities
57 (3,729

4.6% (2006: 0.7%) of scheme liabilities

0% (2006: 0%) of scheme liabilities

311 (56)

The Trust set up a defined contribution pension scheme in 2001. There were no outstanding or repaid contributions at either the beginning or end of the financial year. Contributions made in the year totalled £293,379.

Social Housing Pension Scheme

The group also participates in the Social Housing Pension Scheme (SHPS) which is a multi-employer defined benefit scheme. The scheme is funded and is contracted out of the state scheme. The group has elected to
operate the final salary with a 1/60th accrual rate benefit structure for active members. The last formal valuation of the scheme was performed as at 30th September 2005 by a professionally qualified Actuary. The valuation
used the projected unit credit method. The market value of the scheme’s assets at the last valuation date was £1,278 million. The valuation revealed a shortfall of assets compared with the value of liabilities of £283 million,
equivalent to a past service funding level of 82%. The company paid contributions at the rate of 11.7% during the accounting period. Member contributions vary between 3.1% and 6.1%, depending on the age of the
individual at the date of joining the scheme. It is not possible to identify the share of underlying assets and liabilities belonging to individual participating employers. Due to the nature of the scheme, the income and
expenditure account charge for the period under both SSAP24 and FRS 17 represents the employer contributions payable.

The financial assumptions underlying the valuation were as follows:

% p.a.

relative to inflation

Rate of salary increases to 30 September 2010 5.0%
Rate of salary increases from 10 October 2010 4.0%
Rate of pension increases 2.5%
Investment return pre retirement 7.2%
Rate of return post retirement 4.8%
Rate of price inflation 2.5%
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20. Pension costs continued

The accumulated assets of the scheme were assumed to earn the same return as if they had been invested in a portfolio comprising 100% UK equities for non-pensioner liabilities and 25% UK equities/75% index-
linked gilt for pensioner liabilities. If the valuation assumptions are borne out in practice, this pattern of contributions should be sufficient to eliminate the past service deficit by 30 September 2020. The long-term
joint contribution rate required from employers and members to meet the cost of future benefit accruals was assessed as 17.6% of pensionable salaries. The next valuation will be as at 30th September 2008. The
Group has been notified by the Pensions Trust Office of the estimated employer debt on withdrawal from the Social Housing Pension Scheme based on the financial position of the scheme at 30 September 2005.

21. Capital commitments

Group Trust Group Trust
2007 2007 2006 2006
£000 £000 £000 £000

Capital expenditure that has been contracted for but

has not been provided for in these financial statements | 137,000 77,000 181,000 83,000

Capital expenditure that has been authorised by the
Governing Board but has not yet been

contracted for 381,000 246,000 406,000 242,000

Capital expenditure that has been contracted but not provided for will be fully funded through social
housing grant, sale proceeds, committed loan facilities and group reserves

22. Legislative provisions

The Trust is incorporated under the Industrial and Provident Societies Act 1965 with reference 20943 R
and is registered with the Housing Corporation under reference LHO115.

23. Commitments under operating leases

As at 31 March 2007 the L&Q Group and London & Quadrant Housing Trust had annual commitments
under operating leases on land and buildings as set out below:

2007 2006
£000 £000
Operating leases which expire:
Less than one year 75 36
Between one and five years 371 283
Over five years 449 691
Total 895 1,010

24. Related party transactions

During the year inter-group charges of £13,006,000 (2006: £11,627,000) were made in respect of
interest on loans from Quadrant Housing Finance Limited to London & Quadrant Housing Trust and
L&Q Bexley Homes Limited from London & Quadrant Housing Trust to Tower Homes Limited and L&Q
Beacon Housing Association, from Tower Homes Limited and London & Quadrant Housing Trust to
Zest Homes and from L&Q Beacon Housing Association to Opus Property Services (UK) and Beacon
Youth Trust.

All other inter-group charges relate to the recovery of common costs in the usual course of business.

L&Q GROUP | FINANCIAL STATEMENTS 2007 41



Don Wood: Group Chief Executive

Osborn House

Osborn Terrace

London SE3 9DR

T. 020 8852 9181

F: 020 8557 2191

W: www.Iggroup.org.uk

Paul Kingsley: Group Director
157-159 Lewisham High Street
London SE13 6AA

T: 0208297 7100

F: 0208297 7128

Steve Walker: Chief Executive
70 Court Road

Eltham

London SE9 5NP

T. 020 8850 9686

F: 020 8850 8684

W: www.towerhomes.org.uk

London & Quadrant Housing Trust. Registered with the Housing Corporation under the Housing Act 1974 (Registration No LHO115) and with the FSA under the Industrial and Provident Societies Act 1965 (Registration No 20943 R)

L&Q is an exempt charity

Jerome Geoghegan: Group Director
Gabriel House

10-26 Wolfington Road

London SE27 OJF

T: 020 8225 3500

F: 020 8225 3501/2

David Gannicott: Group Director
Renway House

36-38 Artillery Place

London SE18 4AB

T. 0208557 2870

F: 020 8557 2889

Steve Yianni: Group Director
4 Gainsborough Road
London E11 1HT

T. 020 8535 2999

F: 020 8535 2192

Jerome Geoghegan: Group Director
Beacon House

50 Stoke Road

Slough SL2 SAW

T. 01753 606707

F: 01753 606708

Jerome Geoghegan: Group Director
467 Garratt Lane

London SW18 4SN

T. 020 8875 5555

F: 020 8854 5661

David Gannicott: Group Director
Renway House

36-38 Artillery Place

London SE18 4AB

T: 020 8557 2870

F: 0208316 0262

Sarah Smith

Osborn House

Osborn Terrace

London SE3 9DR

T: 0208852 9181

F: 0208557 1517

W: www.lggroup.org.uk

™

Barclays Bank plc
National Westminster Bank plc

BDO Stoy Hayward LLP
Emerald House

East Street

Epsom

Surrey

KT17 1HS

Devonshires
Salisbury House
London Wall
London EC2M 5QY

Jo Robinson

)y
"
v \é
Ny 27

INVESTOR IN PEOPLE



