








THE CADARN HOUSING GROUP LIMITED

CONSOLIDATED INCOME & EXPENDITURE ACCOUNT
YEAR ENDED 31st MARCH 2009

Turnover

Operating Costs

Operating Surplus

(Deficit) / Surplus on Sale of Housing Accommodation
Interest Receivable and Similar Income

Interest Payable and Similar Charges

Surplus for the Year on Ordinary Activities

Taxation

Surplus for the Year After Taxation

Notes

19

2009
£'000

8,857
(6,535)
2,322

(46)
53
(2,027)

302

(2)

300

2008
£'000

8,439
(6,404)
2,035

134
46
(1,972)

243

(D

242

There is no difference between the surplus on ordinary activities before taxation as stated above and

the historical cost equivalent.

Continuing Operations

None of the Group's activities were acquired or discontinued during the above two financial years.

Statement of Total Recognised Surpluses and Deficits for the Year to 31st March 2009

There are no recognised surpluses or deficits other than those included in the Income and Expenditure

Account.



THE CADARN HOUSING GROUP LIMITED

ASSOCIATION INCOME & EXPENDITURE ACCOUNT
YEAR ENDED 31st MARCH 2009

Turnover

Operating Costs

Operating Surplus

Surplus on Sale of Fixed assets
Interest Receivable and Similar Income

Interest Payable and Similar Charges

Surplus for the Year on Ordinary Activities

Taxation

Surplus for the Year after taxation

2009
Notes £'000
2 2,047
(1,880)
2 167
8
6 -
175
(2)
19 173

2008
£'000

1,856
(1,809)
47

26

(2)

75
(1

74

There is no difference between the surplus on ordinary activities before taxation as stated above and

the historical cost equivalent.

Statement of Total Recognised Surpluses and Deficits for the Year to 31st March 2009

There are no recognised surpluses or deficits other than those included in the Income and

Expenditure Account.



THE CADARN HOUSING GROUP LIMITED

CONSOLIDATED BALANCE SHEET
AS AT 31st MARCH 2009

2009 2008
Notes £'000 £'000
Tangible Fixed Assets
Housing Properties at Cost less Depreciation 10 114,392 106,817
Less: Social Housing and Other Grants 10 (75,483) (70,866)
38,909 35,951
Fixed Asset Investment
Gross Cost 11 2,644 1,601
Less: Social Housing Grant 11 (551) (551)
41,002 37,001
Other Fixed Assets 12 1,665 1,654
Total Fixed Assets 42,667 38,655
Current Assets
Stock and Work in Progress - 19
Debtors 15 964 617
Short Term Investments 222 146
Cash at Bank and in Hand 3,318 2,876
4,504 3,658
Creditors: Amounts Falling Due Within One Year 16 ( 5,487) (3,863)
Net Current Liabilities (983) ( 205)
Total Assets Less Current Liabilities 41,684 38,450
Creditors: Amounts Falling Due After More Than One Year 17 ( 32,405) (29,471)
9,279 8,979
Capital and Reserves
General Reserves 19 7,716 7,416
Designated Reserves 20 1,563 1,563
9,279 8,979

These financial statements were approved by the Board on 12th August 2009 an}l/signed\on its behalf
by? \

P

v’

Christopher Koehli Walton Griffiths Paul Roberts
Chair Board Member Secretary




THE CADARN HOUSING GROUP LIMITED

ASSOCIATION BALANCE SHEET
AS AT 31st MARCH 2009

2009 2008
Notes £'000 £'000
Tangible Fixed Assets
Other Fixed Assets 13 362 353
Total Fixed Assets 362 353
Current Assets
Stock and Work in Progress - 19
Debtors 15 294 172
Cash at Bank and in Hand 437 312
731 503
Creditors: Amounts Falling Due Within One Year 16 ( 199) (135)
Net Current Assets 532 368
Total Assets Less Current Liabilities 894 721
Creditors: Amounts Falling Due After More Than One Year 17 - -
894 721
Capital and Reserves
General Reserves 19 894 721

These financial statements were approved by the Board on 12th August 2009 and signed on its behalf
by:

N ()
e A —ry
dlj\/_\_“‘(m" e s K({i\;ﬁ(& 3

Christopher Koehli Walton Griffiths Paul Roberts
Chair Board Member Secretary
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THE CADARN HOUSING GROUP LIMITED

CONSOLIDATED CASHFLOW STATEMENT
YEAR ENDED 31st MARCH 2009

2009 2008
Notes £'000 £'000
Net Cash Inflow from Operating Activities a 2,589 2,798
Returns on Investment and Servicing of Finance
Interest Received 53 46
Interest Paid (2,027) (2,025)
Taxation (2) -
(1,976) (1,979)
Capital Expenditure
Purchase of Housing Properties (9,821) (3,571)
Purchase of Other Fixed Assets (242) (86)
Sale of Fixed assets 1,568 641
Social Housing and Other Grants Received 5,047 2,619
(3,448) (1397)
Management of Liquid Resources
Cash (invested in) short term deposits (76) (21)
Financing
Loans Received 3,750 1,629
Housing Loans Repaid (397) (453)
Non-Housing Loans Repaid - ( 256)
3,353 920

Increase in Cash at Bank and in Hand 442 1,321



THE CADARN HOUSING GROUP LIMITED

NOTES TO THE CONSOLIDATED CASHFLOW STATEMENT
YEAR ENDED 31st MARCH 2009

@

(b)

©)

11

2009 2008
£'000 £'000
Reconciliation of Operating Surplus to Net Cash Inflow from
Operating Activities
Operating Surplus 2,322 2,035
Depreciation of Tangible Fixed Assets 428 424
2,750 2,459
Working Capital Movements
Decrease in Stock and Work in Progress 19 25
(Increase) in Debtors (250) (169)
Increase in Creditors 77 453
(Decrease) / Increase in Provisions (7) 30
Net Cash Inflow from Operating Activities 2,589 2,798
Reconciliation of Net Cash Inflow to Movement in Net Debt
2009 2008
£'000 £'000
Increase in Cash 442 1,321
Cash invested in / (withdrawn from) short term deposits 76 21
(Increase) in Loans and Lease Finance (3,353) (920)
Increase in Net Debt (2,835) 422
Net Debt at 1st April (26,883) (27,305)
Net Debt at 31st March (29,718) ( 26,883)
Analysis of Net Debt
Cash at
Bank and Short Term Changes in
In Hand Loans Investments Net Debt
£'000 £'000 £'000 £'000
At 1st April 2008 2,876 (29,905) 146 (26,883)
Net Cash Flows 442 (3,353) 76 (2,835)
As at 31st March 2009 3,318 (33,258) 222 (29,718)
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THE CADARN HOUSING GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31st MARCH 2009

1. ACCOUNTING POLICIES

(a) Basis of Accounting

The financial statements have been prepared in accordance with applicable Accounting Standards. A summary of the more
important accounting policies, which have been applied consistently are set out in paragraphs (b) to (p). These financial
statements are prepared under the historical cost convention and comply with The Accounting Requirement for Social Landlords
Registered in Wales General Determination 2000 and the Statement of Recommended Practice for Registered Social Landlords
issued in 2008.

(b) Basis of Consolidation

The Group Financial Statements consolidate the accounts of The Cadarn Housing Group Limited and Newydd Housing Association
(1974) Limited using acquisition accounting.

(©) Turnover
Turnover represents income from Rents and Service Charges less Voids, Grants, sales and fee Income.
(d) Finance

The Financial Statements have been prepared on the basis that the capital expenditure commitments referred to in Note 21 will
be grant aided, funded by loan or met out of reserves.

(e) Loans

Loans are advanced by local authorities, The Welsh Assembly Government, building societies or banks under the terms of
individual mortgage deeds in respect of each property or housing scheme.

O] Social Housing Grant

Social Housing Grant (SHG) is paid directly to the Group by The Welsh Assembly Government. The amount of SHG in respect of
capital expenditure is utilised to reduce the capital costs of housing properties and is fixed for each property or housing scheme
in accordance with instructions issued from time to time. SHG received in respect of revenue expenditure is credited to the
income and expenditure account in the same period as the expenditure to which it relates.

SHG is repayable under certain circumstances, usually following the sale of a property, but will normally be restricted to net
proceeds of sale.

) Development Administration Costs

Development administration costs are capitalised only to the extent that they are directly attributable to bringing the property
into working condition for its intended use. Directly attributable costs are the labour costs of own employees arising directly from
the construction or acquisition of the property and the incremental cost to the landlord that would have been avoided only if the
property had not been constructed or acquired. Any other development costs which are not directly attributable have been
written off to the Income and Expenditure Account.
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THE CADARN HOUSING GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31st MARCH 2009

(h) Fixed Assets - Housing Properties

Housing Properties are stated at cost and include the following:

I. Cost of acquiring land and buildings.

I1l. Development expenditure including improvement expenditure. Costs are classified as improvement expenditure where it adds
value to the Property or lengthens substantially its useful life. 30% of improvement expenditure has been capitalised.

111. Interest charged on loans raised to finance the development.

1V. Development Administration Costs.

All invoices and architects' certificates relating to capital expenditure incurred in the year at net value are included in the financial

statements for the year, provided that the dates of issue or valuation are prior to the year end. All costs relating to the Glyntaff

Estate Tenant's Choice transfer redevelopment have been capitalised.

Interest on Loans raised to finance the development are capitalised up to two months after the last day of the month in which
practical completion occurs.

The sale proceeds arising from the first tranche disposals of shared ownership properties are accounted for in the Income and
Expenditure Account in the period in which the disposal occurs. Any surplus on disposals is also recognised in the Income and
Expenditure Account. Subsequent sales are accounted for as disposals of fixed assets.

(O] Depreciation

0] Housing Properties

Depreciation is provided on the net cost (cost less Social Housing and other Grants) of Housing Properties on the following
straight line basis:-

New Build Houses & Flats - written down to residual value over 150 years.
Rehab. Houses & Flats - written down to residual value over 100 years.

Freehold land (cost less attributable Social Housing Grants) and Housing Properties under construction are not depreciated.

(ii) Other Fixed Assets

Depreciation is provided on the following straight line basis:-

Office Premises 2% per annum on cost

Office improvements 10% per annum on cost
Computer Equipment 25% per annum on cost
Furniture and Equipment 10% per annum on cost

Motor vehicles 20% per annum on cost
Computer Software 25% - 33% per annum on cost
Service Assets 15% per annum on cost.

Freehold land is not depreciated.
) Impairment
Where it is recognised that there is an impairment to the value of any asset, the full reduction in value is written off to the

Income & Expenditure Account in the year. An Impairment Review of the Group's property was undertaken by the Board in
August 2009. The Board concluded that there was no impairment to value.
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THE CADARN HOUSING GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31st MARCH 2009

k) Fixed Asset Investments

Where the Group received an allowance from the Welsh Assembly Government to administer the sale of property under the
“Home Buy Option” initiative and in turn has made an interest free loan to the purchaser secured by a charge on the property,
the whole of the loan together with allowances has been transferred to investments and matched with Housing Association Grant
retained.

) Major Repairs Designated Reserves

The Major Repairs Designated Reserves has been established to fund major repairs for those schemes for which Social Housing
Grant will not be available. The reserve is used where the level of planned maintenance is higher than normal.

(m) Grants and disposal proceeds recycling

Some of the Group’s Social Housing Grant properties are available for discounted sale to tenants. The net proceeds of sale are
available for reinvestment in Social Housing. Amounts not yet reinvested are held in a Recycling Capital Grant & Disposal
Proceeds Fund within creditors.

n) Apportionment of Employee Administration Costs

Direct employee, administration and operating costs have been apportioned to the relevant sections of the Income and
Expenditure Account on the basis of the actual expenditure. Management, finance and administration costs are further
apportioned on the basis of staff salaries except those specific costs relating to the Care & Repair Scheme.

(0) Pension Costs

The Group participates in the centralised Social Housing Pension Scheme (SHPS). This is a final salary pension scheme providing
retirement benefits to employees of the Group and is funded by contributions from all employers and employees participating in
the scheme. Payments are made to a fund operated by the Pensions Trust, an independent trust providing superannuation
benefits for employees of voluntary organisations. These payments are made in accordance with periodic calculations by
consulting actuaries and are based on pension costs applicable across the various participating associations taken as a whole.

The provisions of FRS17 - Retirement Benefits - have been adopted. The expected cost to the Group of pensions is charged to
the income and expenditure account so as to spread the cost of pensions over the service lives of employees.

) Lease Obligations

Rentals paid under operating leases are charged to the income and expenditure account on the accruals basis.



THE CADARN HOUSING GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31st MARCH 2009

13 Tangible Fixed Assets - Other

Furniture
Leasehold Equipment & Computer

Office Motor Computer Software
Association Premises Vehicles Equipment Development Total

£'000 £'000 £'000 £'000 £'000
Cost
At Beginning of Year 135 92 271 433 931
Disposals - - - - -
Additions - - 45 101 146
At End of Year 135 92 316 534 1,077
Depreciation
At Beginning of Year 49 32 204 293 578
Disposals -
Charge for the Year 14 9 34 80 137
At End of Year 63 41 238 373 715
Net Book Value
At End of Year 72 51 78 161 362
At Beginning of Year 86 60 67 140 353

14 Tangible Fixed Asset - Investments

This represents a holding of a £1 ordinary share in Salisbury Court Owners Association, a £1 share in Care & Repair Cymru, a
company registered under the Industrial and Provident Societies Act 1965, and a £1 share in Newydd Housing Association
(1974) Limited, a Registered Social Landlord and a company registered under the Industrial and Provident Societies Act 1965.



THE CADARN HOUSING GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31st MARCH 2009

15

16

Debtors
Group Association
2009 2008 2009 2008
£'000 £'000 £'000 £'000
Arrears of Rent and Service Charge 825 802 - -
Less: Provision for bad and doubtful debts (406) (413) - -
419 389 - -
Due from Newydd Housing Association (1974)
Limited - - - 36
Capital Grants Receivable 90 - - -
Other Debtors 455 228 294 136
964 617 294 172
Creditors: Amounts Falling Due Within One Year
Group Association
2009 2008 2009 2008
£'000 £'000 £'000 £'000
Prepayment of Rent and Service Charge 310 273 - -
Loan Principal 853 434 - -
Provision for fall in value of schemes in
development 60 - - -
Social Housing Grants and Other Grants
Received in Advance 2,034 1,153 - -
Recycling of Capital Grant and Disposals
Proceeds Fund 207 568 - -
Other Capital Creditors 668 60 - -
Amount Due to Newydd Housing Association
(1974) Ltd - - 96 -
Corporation Tax 2 1 2 1
Other Creditors 1,353 1,374 101 134
5,487 3,863 199 135

The inter-company debt of £96,000 arose in March 2009 as a result of a VAT refund due to Newydd
but claimed by Cadarn under the Group's VAT arrangements. Subsequent to the year end the refund

was received from HM Revenue and Customs and the debt repaid in full.
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THE CADARN HOUSING GROUP LIMITED
NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED 31st MARCH 2009

17 Creditors: Amounts Falling Due After More Than One Year

Group Association
2009 2008 2009 2008
£'000 £'000 £'000 £'000
Housing Loans 32,405 29,471 - -
Non-Housing Loans - - - -
32,405 29,471 - -

Housing Loans
Housing loans are secured by fixed charges on the Group's housing properties. The interest rates are

fixed at between 5.1% and 15.875% or vary with the market rate. The loans are repayable in the years
2015 to 2049.

Loans repayable by instalments fall due as follows:

Group

2009 2008

£'000 £'000
In five years or more 28,274 27,129
Between two and five years 2,955 1,881
Between one and two years 1,176 461

32,405 29,471
In one year or less 853 434

33,258 29,905
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THE CADARN HOUSING GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31st MARCH 2009

18

19

20

Share Capital
2009 2008
£ £
Shares of £1 each fully paid and issued:
At Beginning of Year 30 44
Issued during the Year - -
Cancelled during the Year (3) (14)
At End of Year 27 30
The shares carry no right to a dividend, there is no provision required for the redemption of shares and there is no
provision for a distribution following a winding up.
Income and Expenditure Account
Group Association
2009 2008 2009 2008
£,000 £,000 £,000 £,000
Surplus for the Year after taxation 300 242 173 74
Transfer from Designated Reserves - 701 - -
Revenue Reserves Brought Forward 7,416 6,473 721 647
Revenue Reserves Carried Forward 7,716 7,416 894 721
Designated Reserves
Total Total
Major Designated Designated
Group Repairs Reserves Reserves
2009 2009 2008
£'000 £'000 £'000
At Beginning of Year 1,563 1,563 2,264
Transfer to Reserves - - 746
Transfer from Reserves - - (1,447)
Transfer from Rent Surplus Fund - - -
At End of Year 1,563 1,563 1,563




THE CADARN HOUSING GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31st MARCH 2009

21 Financial Commitments

Group Association
2009 2008 2009 2008
£'000 £'000 £'000 £'000
Capital Expenditure
Contracted less Certified 3,960 2,442 - -

Authorised by the Board but not Contracted 8,051 - - -

Operating Leases

The payments which the Group and the Association is committed to make in the next year under
Operating Leases are as follows:

Group Association
2009 2008 2009 2008
£'000 £'000 £'000 £'000
Motor Vehicle and Office Equipment expiring:
Within one year 3 5 3 5
Between two and five years 14 22 11 22
17 27 14 27

22 Establishment of the Association

Cadarn is registered under the Industrial and Provident Societies Act 1965 and is a Registered Social
Landlord.

23 Contingent Liabilities

At 31st March 2009 there were no contingent liabilities.
Social Housing Grant may become repayable in the following circumstances:
- Disposal of property (including disposals on assisted ownership terms) other than to another RSL.
- Change of use of a property to a use that would not be eligible for grant.
- Change of use of a property to a use that would be eligible for a lesser amount of grant.
- Demolition of a property where the site does not form part of a new social housing development by an RSL.
- A disposal giving rise to a repayment of discount under schedule 2 of the Housing Association Act 1985.

24 Post Balance Sheet Events

There were no events that required reporting between the balance sheet date and the date on which these
financial statements were approved.
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THE CADARN HOUSING GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31st MARCH 2009

25. Pension costs

1.

10.

11.

The Cadarn Housing Group Limited (Cadarn) participates in the Social Housing Pension Scheme (SHPS). The scheme is
funded and is contracted out of the state scheme.

SHPS is a multi-employer defined benefit scheme. Employer participation in the Scheme is subject to adherence with the
employer responsibilities and obligations as set out in the “SHPS House Policies and Rules Employer Guide”.

The Scheme operated a single benefit structure, final salary with a 1/60™ accrual rate until 31 March 2007. From April 2009
there are three benefit structures available, namely:

3.1 Final salary with a 1/60™ accrual rate.
3.2 Final salary with a 1/70™ accrual rate.
3.3 Career average revalued earnings with a 1/60™ accrual rate.

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

Cadarn has elected to operate the final salary with a 1/60" accrual rate benefit structure for active members and new
entrants.

The Trustee commissions an actuarial valuation of the Scheme every 3 years. The main purpose of the valuation is to
determine the financial position of the Scheme in order to determine the level of future contributions required, in respect of
each benefit structure, so that the Scheme can meet its pension obligations as they fall due. From April 2007 the split of the
total contribution rate between member and employer is set at individual employer level, subject to the employer paying no
less than 50% of the total contribution rate.

The actuarial valuation assesses whether the Scheme’s assets at the valuation date are likely to be sufficient to pay the
pension benefits accrued by members as at the valuation date. Asset values are calculated by reference to market levels.
Accrued pension benefits are valued by discounting expected future benefit payments using a discount rate calculated by
reference to the expected future investments returns.

During the accounting period Cadarn paid contributions at the rate of 14.1%. Member contributions varied between 6.4%
and 8.4%.

As at the balance sheet date there were 44 active members of the Scheme employed by the Group (Cadarn 20 members).
The annual pensionable payroll in respect of these members was £1108000 (Cadarn £580000). The Group continues to offer
membership of the Scheme to its employees.

It is not possible in the normal course of events to identify on a consistent and reasonable basis the share of underlying
assets and liabilities belonging to Individual participating employers. This is because the scheme is a multi employer scheme
where the scheme assets are co-mingled for investment purposes, and benefits are paid from total scheme assets.
Accordingly, due to the nature of the Scheme, the accounting charge for the period under FRS17 represents the employer
contribution payable.

The last formal valuation of the Scheme was performed as at 30 September 2008 by a professionally qualified actuary using
the Projected Unit Method. The market value of the Scheme’s assets at the valuation date was £1,527 million. The
valuation revealed a shortfall of assets compared with the value of liabilities of £663 million, equivalent to a past service
funding level of 70%.
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THE CADARN HOUSING GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31st MARCH 2009

12.

13.

14.

15.

16.

17.

18.

The financial assumptions underlying the valuation as at 30 September 2008 were as follows:

% pa
Valuation Discount Rates:
Pre retirement 7.8
Non Pensioner Post retirement 6.2
Pensioner Post retirement 5.6
Pensionable earnings growth 4.7
Price inflation 3.2
Pension Increases:
Pre 88 GMP 0.0
Post 88 GMP 2.8
Excess over GMP 3.0

Expenses for death in service insurance, administration and PPF levy are included in the contribution rate.
The valuation was carried out using the following demographic assumptions:-

Mortality pre retirement — PA92 Year of Birth, long cohort projection, minimum Improvement 1%pa.
Mortality post retirement — 90% S1PA Year of Birth, long cohort projection, minimum improvement 1%pa

The long-term joint contribution rates that will apply from April 2010 required from employers and members to meet the
cost of future benefit accrual were assessed at:

Long-term joint contribution rate
(% of pensionable salaries)

Benefit structure

Final salary with a 1/60" accrual rate 17.8

Final salary with a 1/70" accrual rate 15.4

Career average revalued earnings
With a 1/60"™ accrual rate 14.9

If an actuarial valuation reveals a shortfall of assets compared to liabilities the Trustee must prepare a recovery plan setting
out the steps to be taken to make up the shortfall.

Following consideration of the results of the actuarial valuation it was agreed that the shortfall of £663 million would be
dealt with by the payment of deficit contributions of 7.5% of pensionable salaries, increasing each year in line with salary
growth assumptions, from 1 April 2010 to 30 September 2020, dropping to 3.1% from 1 October 2020 to 30 September
2023. Pensionable earnings at 30 September 2008 are used as the reference point for calculating these deficit contributions.
These deficit contributions are in addition to the long-term joint contributions rates set out in the table above.

A copy of the recovery plan, setting out the level of deficit contributions payable and the period for which they will be
payable, must be sent to the Pensions Regulator. The Regulator has the power under Part 3 of the Pensions Act 2004 to
issue scheme funding directions where it believes that the actuarial valuation assumptions and / or recovery plan are
inappropriate. For example the Regulator could require that the Trustee strengthens the actuarial assumptions (which would
increase the scheme liabilities and hence impact on the recovery plan) or impose a schedule of contributions on the Scheme
(which would effectively amend the terms of the recovery plan). The Regulator has reviewed the recovery plan for the SHPS
Scheme and confirmed that, in respect of the September 2005 actuarial valuation, it does not propose to issue any scheme
funding directions under Part 3 of the Pensions Act 2004. A copy of the recovery plan in respect of the September 2008
valuation will be forwarded to the Regulator in due course.

As a result of pension scheme legislation there is a potential debt on the employer that could be levied by the Trustee of the
Scheme. The debt is due in the event of the employer ceasing to participate in the Scheme or the Scheme winding up.
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THE CADARN HOUSING GROUP LIMITED

NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31st MARCH 2009

19.

20.

21.

The debt for the Scheme as a whole is calculated by comparing the liabilities for the Scheme (calculated on a buyout basis
i.e. the cost of securing benefits by purchasing annuity policies from an insurer, plus an allowance for expenses) with the
assets of the Scheme. If the liabilities exceed assets there is a buy-out debt.

The leaving employer’s share of the buy-out debt is the proportion of the Scheme’s liability attributable to employment with
the leaving employer compared to the total amount of the Scheme’s liabilities (relating to employment with all the currently
participating employers). The leaving employer’s debt therefore includes a share of any ‘orphan’ liabilities in respect of
previously participating employers. The amount of the debt therefore depends on many factors including total Scheme
liabilities, Scheme investment performance, the liabilities in respect of current and former employees of the employer,
financial conditions at the time of the cessation event and the insurance buy-out market. The amounts of debt can
therefore be volatile over time.

Cadarn has been notified by The Pensions Trust of the estimated employer debt on withdrawal from the Social Housing
Pension Scheme based on the financial position of the Scheme as at 30 September 2008. As of this date the estimated
employer debt for the Group was £7,168,000 (Association £4,059,000).





