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Report of the board 
 
The board presents its report and the audited financial statements for the year ended March 31, 2009. 
 
Principal activities 
Cross Keys Homes Limited (“the company”) is a not-for-profit organisation administered by a voluntary board. 
The company operates in Peterborough, and owns a head office and four area offices in the city. 
 
The company’s principal activity is the management of social housing, including general needs provision, housing 
for older people, specialist supported housing for the homeless and a small number of shared ownership 
properties. 
 
Business review 
We have referred to the guidance contained in the Charity Commission’s general guidance on public benefit 
when reviewing our aims and objectives and in planning our future activities. In particular, the board have 
considered how planned activities will contribute to the aims and objectives that have been set. Details of the 
company’s performance for the year and future plans are set out in the Operating and Financial Review that 
follows this board report. 
 
Performance for the year 
The board reports a deficit of £13.6million for the year (2008: deficit of £20.4million). Areas of activity have been 
managed adequately against budget, and the overall financial strength of the business has enabled us to 
continue with the programme of improvements to our housing stock, whilst at the same time building up a 
substantial development programme. The deficit for the year was entirely planned and in line with business plan 
projections, reflecting increased investment in our stock. The implemented rent increase for 2009/10 complies 
with transfer promises and Government requirements. 
 
Reserves 
In accordance with financial projections agreed with our regulator and lenders, we have not generated surpluses 
to date and do not currently anticipate doing so until the 2010/11 financial year. However, we have utilised 
savings generated through the property improvements programme VAT shelter scheme to establish a designated 
reserve of £4million (2008: £4million). This reserve will be used for on-lending to our subsidiary company, CKH 
Developments Ltd, for pursuit of opportunities generating surpluses to be re-invested into our core activities. The 
on-lending will only take place when CKH Developments has demonstrated that a viable scheme which has the 
potential to generate attractive surpluses is ready for funding. 
 
Housing maintenance 
Planned maintenance and improvements expenditure on our stock totalled £23.1million during 2008/09 (2007/08 
£31.4million). This expenditure was financed in part through drawdown from our approved loan facilities. During 
the year, we operated partnering arrangements with our main contractors Mears, Lovell and Peterborough City 
Council to maintain and improve our stock. A 100% stock condition survey was completed in 2006 and the data 
obtained is being refreshed through a rolling survey of 20% of our stock per annum going forward. The results of 
this work have enabled us to ensure that all stock will at least meet the Decent Homes Standard by 2010. 
 
Impairment 
New development schemes are subject to impairment reviews annually.  Other assets are reviewed for 
impairment if there is an indication that impairment may have occurred.  Where there is evidence of impairment, 
fixed assets are written down to their recoverable amount. Any such write down is charged to operating surplus.  
An impairment write down of £306k was made at March 31, 2009 in respect of shared ownership properties at 
Hampton Vale (2008: Nil). 
 
Pension costs 
The company participates in two pension schemes, the Social Housing Pension Scheme (SHPS) and the Local 
Government Pension Scheme (LGPS). Both are final salary schemes, offering reasonable retirement benefits for 
our staff. The company has contributed to the schemes in accordance with levels set by the scheme actuaries of 
between 12.0% and 15.9%. 
 
Based on the latest available actuarial valuations, both schemes currently have a shortfall of assets to cover 
expected liabilities. 
 
Donations 
The company made no donations during the year (2008: nil). 
 
Post balance sheet events 
We consider that there have been no events since the financial year-end that have had an important effect on the 
financial position of the company. 
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Report of the board 
(Continued) 
 
Financial instruments 
The company’s approach to financial risk management is outlined in the Operating and Financial Review. 
 
Employees 
The strength of the company lies in its employees. Our ability to meet objectives and commitments to customers 
in an efficient and effective manner depends on the contribution of employees throughout the organisation. 
 
The company ensures that information on its objectives, progress and activities is regularly communicated to 
employees through corporate and departmental meetings. A Joint Negotiation and Consultative Committee of 
staff representatives, union representatives and executive directors meets regularly to discuss issues relevant to 
employment matters. 
 
We are committed to equal opportunities for all employees and in particular we support the employment of 
disabled people, both in recruitment and in the retention of employees who become disabled whilst in the 
employment of the company. We have adopted the Code of Practice on Race Equality arising from the Race and 
Housing Inquiry Challenge Report 2000. 
 
Health and safety 
The board is aware of its responsibilities on all matters relating to health and safety. The company has 
implemented detailed health and safety policies, and provides staff training and education on health and safety 
matters. 
 
Board members and executive directors 
The present board members and the executive directors of the company are set out on page 3. The board 
members are drawn from a wide background including tenant, leaseholder and local authority representation and 
private sector expertise. The executive directors are the chief executive, director of resources and director of 
operations, all of whom have served since the company commenced trading on October 4, 2004. The executive 
directors act within the authority delegated by the board. The company has insurance policies that provide a level 
of cover for its board members and executive directors against liability when acting for the company. 
 
Service contracts 

All executive directors are employed on the same terms as other staff, their notice periods being three months. 
 
Pensions 

The chief executive is a member of the Local Government Pension Scheme. The director of resources and 
director of operations are members of the Social Housing Pension Scheme. Both are defined benefit final salary 
pension schemes. The executive directors participate in the schemes on the same terms as all other eligible staff. 
The company contributes to the schemes on behalf of its employees. 
 
Other benefits 

The executive directors are entitled to other minor benefits such as payment of professional membership fees. 
Full details of the chief executive’s remuneration package are included in note 9 to the audited financial 
statements. 
 
NHF Code of Governance 
We confirm that the company complies with the principal recommendations of the NHF Code of Governance 
(revised 2004). 
 
Resident involvement 
We actively encourage resident involvement in decision-making by promoting formal mechanisms of 
participation. We have five tenant board members and one tenant/leaseholder vacancy, and there are 
established clear reporting arrangements between resident groups and the board. Our annual budget includes 
amounts specifically set aside for the development and promotion of resident involvement initiatives. 
 
Complaints 
We have a clear and simple complaints policy that we issue to all tenants. During the year we received 65 
complaints (2008: 105). None of these complaints have been referred to the Housing Ombudsman for resolution 
(2008: 1), and no complaints were outstanding as at the end of the year (2008: none). 
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Report of the board 

(Continued) 

 
Internal controls assurance 

Responsibility for the system of internal control 
The board acknowledges that it has overall responsibility for establishing and maintaining the system of internal 
control and for reviewing its effectiveness in providing the necessary assurances, in accordance with the 
requirements of the Tenant Services Authority circular R2-07/07 and the Regulatory Code. 
 
Scope of assurance 
The board recognises that no system of internal control can provide absolute assurance or eliminate all risk. The 
system of internal control is designed to manage risk and to provide reasonable assurance that the key business 
objectives and expected outcomes will be achieved. It also exists to give reasonable assurance about the 
preparation and reliability of financial and operational information and the safeguarding of assets and interests. 
 
Risk management process  
Management has assessed the key risks faced by the business and has identified the controls and further actions 
needed to satisfactorily manage these risks.  
 
The process for identification and management of risks is ongoing and has been in place throughout the year 
under review. The overall responsibility for risk management within the company remains with the board. 
  
Process for reviewing the effectiveness of the internal control system 
The board and its management team have established a number of elements essential for a robust internal 
control system. Examples of this include the implementation of relevant policies, procedures, a financial plan and 
the appointment of internal and external auditors. A comprehensive risk map identifies the key risks faced by the 
business and corresponding control strategies and actions are in place to ensure that these key risks are 
adequately managed. In addition, the board itself has played a key role in the control structure by considering a 
number of issues relating to the effective running of the business and service delivery to its customers in a 
controlled and safe environment. 
 
Throughout the financial year ended March 31, 2009, different sources of assurance have been relied upon to 
provide information on the system of internal control to the board. These include audit & risk committee, external 
and internal audit, the management team and the risk management process. Briefly: 

• The board retains responsibility for a defined range of issues covering strategic, operational, financial and 
compliance aspects including treasury strategy and new investment projects. The board also regularly 
reviews key performance indicators to assess progress towards business objectives, targets and outcomes. 

• The internal audit plan covers financial and non-financial areas of the business in all significant areas of 
activity.  Internal audit work in 2008/09 was completed in accordance with the approved audit plan. 

• In accordance with the Tenant Services Authority’s circular on internal controls assurance, the board 
received an annual report from the executive team outlining the work undertaken and giving a positive 
opinion on the adequacy and effectiveness of the system of internal controls. 

 
Control environment 
There are a number of measures in place to instil and encourage a suitable culture of effective internal control. 
These include the following: 

• Standing orders and financial regulations, which include appropriate delegations of authority, signatories and 
mandates as well as Schedule One (of the Housing Act 1996) requirements. 

• A number of key policies and strategies to support the running of an effective business and service delivery 
to customers. 

• Adoption of the NHF Code of Governance to provide guidance on best practice in the governance of RSLs. 
Terms of reference for the board and its committees are based on this guidance. 

• Formal staff review and development procedures have been established and appropriate training and 
development opportunities are offered to all staff to maintain standards of performance. 

• Forecasts and budgets are prepared which allow the board and management to monitor key business risks 
and financial objectives, as well as progress towards financial plans set for the year and the medium term. 
Regular management accounts are prepared which provide relevant, reliable and up-to-date financial and 
other information. Significant variances from budgets are investigated and reported as appropriate. 

• All significant new initiatives, major commitments and investment projects are subject to formal authorisation 
procedures, through board members or management as appropriate including risk assessments. 

• The audit & risk committee reviews reports from management and auditors to provide reasonable assurance 
that control procedures are in place and are being followed. Formal procedures have been established for 
instituting appropriate action to correct weaknesses. 
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Report of the board 
(Continued) 
 

• Assurance statements are provided by each member of the management team for their area of responsibility 
in relation to the control environment. 

 

Fraud 
The company complies with the Tenant Services Authority's requirements on fraud. In particular, the anti-fraud 
policy and response plan outline a policy on responding to suspected fraud and corruption.  Additionally, in 
accordance with the Tenant Services Authority's requirements, a register is maintained of all actual and 
attempted fraud. The register is reviewed at least annually by the board. No incidents were recorded in the 
register during the 2008/09 financial year. 
 
Board’s conclusion 
The board has reviewed the effectiveness of the system of internal control and it is satisfied that there is sufficient 
evidence to confirm that adequate systems of internal control existed and operated throughout the year and that 
those systems were aligned to an on-going process for the management of significant risks facing the business. 
No weaknesses were identified which would have resulted in material misstatement or loss requiring disclosure in 
the financial statements. However, a number of recommendations have been made by internal audit to enhance 
and strengthen controls in certain areas. The executive team and the audit and risk committee will monitor 
implementation of agreed recommendations.  The board also confirms that the requirements of the TSA detailed 
in circular 07/07 have been met. 
 
Going concern 
Based on its review and approval of its long term business plan, the board has a reasonable expectation that the 
company has adequate resources to continue in operational existence for the foreseeable future. For this reason, 
it continues to adopt the going concern basis in the financial statements. 
 
Annual general meeting 
The annual general meeting will be held on September 21, 2009 at the company’s head office at Shrewsbury 
Avenue in Peterborough.  
 
Disclosure of information to auditors 
At the date of making this report the members and directors, as set out on page 3, confirm the following: 

• so far as each board member and executive director is aware, there is no relevant information needed by the 
company’s auditors in connection with preparing their report of which the company’s auditors are unaware, 
and 

• each board member and executive director has taken all the steps that he/she ought to have taken as a 
member or director in order to make him/herself aware of any relevant information needed by the company’s 
auditors in connection with preparing their report and to establish that the company’s auditors are aware of 
that information. 

 
Auditors 
A resolution to re-appoint Grant Thornton UK LLP as external auditors will be proposed at the forthcoming annual 
general meeting. 
 
The report of the board was approved by the board on July 20, 2009 and signed on its behalf by: 
 
 
 
 
 
 
 
 
 
Mick Leggett 
Secretary 
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Operating and financial review 
 
Background 
 
Activities 
Cross Keys Homes opened for business in 2004, having accepted the transfer of housing stock previously owned 
by Peterborough City Council. The majority of our stock is currently concentrated within the city boundary, where 
we have a head office and three area offices.  The association also has a small shared ownership scheme in 
Spalding, South Lincolnshire and a mixed tenure scheme in Godmanchester near Huntingdon.  The company is 
charitable and operates the following primary business streams: 

• General needs housing for rent by people who are unable to rent or buy on the open market  

• Sheltered accommodation for older people 

• Shared ownership homes for people who wish to get on the property ladder but cannot afford to buy outright 

• Hostels for the homeless and temporary accommodation  

• A community alarm service for tenants and private clients 

• Leasehold services to people who own flats purchased through the Right to Buy 

• A portfolio of community-based shops 
 
Since transfer we have lost a significant number of properties through right to buy, and a number of development 
opportunities to replenish stock numbers are being actively pursued through: 

• Development partnership with Circle Anglia Housing Group to pursue social housing grant funded 
opportunities within the city and surrounding local authority areas 

• Pursuit of suitable opportunities (housing and other) through our unregistered subsidiary, CKH 
Developments Ltd, with surpluses generated being reinvested in social housing activity. The subsidiary has 
not traded up to March 31, 2009 

 
An additional £100million of loan facilities was arranged in March 2007 to fund our growth aspirations over the 
next three to five years. 
 
External influences 
Government policies are aimed at significantly increasing housing supply by widening the availability of social 
housing grant to the private sector; extending opportunities for people to buy their homes; and changing the 
planning and taxation systems to aid new development. The government requires a step-change in the number of 
new homes being built, and has identified four growth areas in the midlands and the south-east where it sees 
particular scope to accommodate increased new build activity. One of these growth areas comprises the 
“M11/A14 corridor” running from Stansted airport up to Peterborough. As the largest social housing provider in 
the city, Cross Keys Homes is well placed to contribute to the opportunities in this growth area. 
 
The quality of affordable housing remains a key focus for the government, which has committed to delivering 
decent homes for all social housing tenants by 2010. This target coincides with the ongoing policy to converge 
social housing rents by 2012, and at the same time the sector must continue to deliver efficiency gains. The 
recent downturn in the housing market adds another layer to what is already a challenging mix of objectives and 
risks for housing providers. Cross Keys Homes has a strong business plan in place which demonstrates ample 
capacity to respond to these challenges. 
 

Objectives and strategy 
 
Our objectives and strategy are set out in a corporate ‘strategic bridges’ document which is reviewed and 
approved by the board each year. Our seven key corporate objectives are as follows: 
 
1. To manage and maintain our homes to the highest standards 
2. To improve our residents’ quality of life and to make communities places where people want to live 
3. To provide a range of services through opportunity, excellence and innovation  
4. To offer opportunities to all through developing a larger forward thinking organisation 
5. To achieve the highest level of business excellence 
6. To deliver the highest standards of customer care and to promote diversity, equality and social cohesion 
7. To be a caring and motivating employer of choice 
 
These objectives are underpinned by a set of Driving Forces, which are present in everything that we do: 
 
Our ambition  – to improve people’s lives through our ability to inspire, motivate and give hope to 

individuals and communities 
Our challenge – to provide homes, neighbourhoods and services that our customers and stakeholders can 

respect and take pride in and that other organisations aspire to 
Our spirit – one team setting high standards and exceeding them 
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Operating and financial review (Continued) 
 
The strategic bridges are cascaded throughout the business via departmental service plans and the staff review 
and development process. Our risk management framework includes an assessment of how identified business 
risks may impact on delivery of corporate plan objectives. We also have an inter-departmental working group 
tasked with driving forward performance and service quality in response to the corporate plan. Our fully funded 
35 year business plan demonstrates that we have the financial capacity to deliver all corporate plan objectives. 
 

Performance and development 
 
We have developed a comprehensive suite of performance indicators and have implemented a balanced 
scorecard performance management system. This enables instant drill-down from high level corporate results to 
detailed departmental figures. Financial performance is monitored through a rigorous budgetary control process. 
The strategic bridges include output targets so that progress against objectives can be assessed. Our current 
position in relation to these targets is shown below: 
 
1. To manage and maintain our homes to the highest standards 
 

Achievements 

• We remain on track to deliver our property improvements programme well ahead of the schedule 
promised to tenants at transfer 

• Our Keystone asset management system is now providing comprehensive and reliable stock 
condition data to inform investment decisions and the business planning process 

• We have tendered our responsive maintenance services and selected a new contractor with the aid 
of significant input from tenant representatives. The new arrangements are expected to deliver both 
cost and service quality improvements 

• Our lifeline control centre has achieved Telecare Services Association accreditation this will assure 
service standards and enhance marketability of the service 

 
Work in progress 

• The audit commission report gave us a fair rating with promising prospects for improvement.  An 
action plan has been put in place to address the recommendations and good progress is being 
made 

• A further £1million will be spent on estate action initiatives during 2009/10, bringing the total spend 
since transfer to £4.6million 

• A number of new measures to improve rent collection have been implemented and our arrears 
performance has improved significantly 

• Our star rewards incentive scheme for tenants is scheduled for launch by the end of the 2009/10 
financial year 

 
2. To improve our residents’ quality of life and to make communities places where people want to live 
 

Achievements 

• We have successfully delivered the first two years of the new generic floating support contract 
covering the whole of Peterborough 

• Tenants now have enhanced access to basic banking facilities following work carried out in 
partnership with Barclays Bank 

• Implementation of local lettings plans to ensure sustainable mixed communities 
 
Work in progress 

• A high number of residents live in deprived areas, and we are developing a strategy to address this 
issue.  Consultancy work has been commissioned to inform and action plan to support the strategy.  
A budget of £130k has been provided to support the delivery of the action plan. 

• We are examining options to re-model some of our sheltered schemes in order to provide 
accommodation more suited to the changing needs and aspirations of older tenants 

• A number of financial inclusion initiatives are under development and a partnership with the 
Rainbow credit union set up. 

• We are developing a youth strategy to tackle the challenges faced by younger members of the 
community 
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Operating and financial review (Continued) 
 

3. To provide a range of services through opportunity, excellence and innovation  
 

Achievements 

• We have signed up to the national mutual exchange on-line service helping to increase social 
mobility of our residents 

• Monthly CAB surgeries have been set up to enable residents to access benefit and welfare advice 
in their local area 

• We have appointed our own in-house money management and benefits advisor 

• We have introduced a scheme to incentivise and encourage under occupiers to downsize 

• We have introduced the option of payment by weekly direct debit 
Work in progress 

• Customer profiling information, to enable better informed service development decisions to be 
made, is being collected 

• We are in the early stages of discussions with Peterborough City Council to provide support and 
move-on accommodation for younger homeless people 

 

4. To offer opportunities to all through developing a larger forward thinking organisation 
 

Achievements 

• Our development programme delivered a further 123 units of general needs accommodation, 40 
Homebuy units and 5 market rent units during the year 

Work in progress 

• Outline planning permission for a housing development at our head office site has been granted.  
This will be delivered via our housing for sale subsidiary CKH Developments once market 
conditions improve 

• We have a strong development pipeline with a number of schemes close to legal completion 
 

5. To achieve the highest level of business excellence 
 

Achievements 

• Positive relations with the Tenant Services Authority are being developed, and we inherited a full 
set of green traffic lights from the previous regulator’s assessment of our performance. 

• We continue to achieve funding costs which are among the very best in the sector despite the 
current economic climate 

• We were selected by the Tenant Services Authority as one of nine trailblazer associations to take 
part in the national conversation with tenants 

• Further improvements have been made to our balanced  scorecard system, monitoring performance 
across a wide range of indicators across the business 

• A new Chairman with extensive experience of housing regeneration was appointed during the year 
Work in progress 

• Further increases to service charges were implemented for 2008/09 and continuing into 2009/10 to 
address the shortfall on service cost recovery 

• Work to enhance our ICT systems, and improve their use across the business continues and will 
include a resident census project and a new repairs system in the coming year 

• Our Lifeline service continues to seek growth opportunities to move into a surplus-making position 

• Our value for money and procurement strategies are being implemented and measured by 
appropriate benchmarking 

• We are working to improve the environmental sustainability of our office accommodation and 
promote green travel methods to staff and visitors 

 

6. To deliver the highest standards of customer care and to promote diversity, equality and social 
cohesion 

 

Achievements 

• Improved customer satisfaction was evidenced through our 2008 tenants survey, where 93% of 
respondents were satisfied with the overall service they received from Cross Keys Homes 

• Charter Mark accreditation was reassessed and retained in 2008 
Work in progress 

• We are working to reconfigure the way in which we provide local services with the development of 
community hubs and closure of large centralised area offices.  The first community hub opened in 
April 2009, replacing the Western area office 

• We are working to develop our service delivery to diverse customers so that consistent satisfaction 
levels are achieved.  We have seen a 4% increase in satisfaction among BME tenants in 2008 
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Operating and financial review (Continued) 
 
7. To be a caring and motivating employer of choice 
 

Achievements 

• A comprehensive staff review and development programme is in place, ensuring that all staff have a 
regular opportunity to assess their performance, development and training needs with managers 

• Comprehensive management development training programmes have taken place for senior and 
middle managers 

• Equality and diversity training has been undertaken by all staff 

• The company’s intranet is fully operational 

• Investors in People accreditation was achieved in 2007 
Work in progress 

• An HR strategy has been approved by the board 

• Work to establish and maintain a robust health and safety framework is ongoing 

• Consultation has taken place with staff to develop and enhanced remuneration strategy.  Some 
flexible benefits have been introduced for 2009/10 
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Operating and financial review (Continued) 
 
Customer service 
 
We monitor the quality of our customer services using a range of performance indicators and measure these 
against National Upper Quartile (NUQ) levels. Results for 2008/09 against our key indicators are summarised in 
the table below. 
 

Indicator 08/09 
target 

08/09 
out-turn 

Trend Comments 

% rent loss on vacant 
dwellings 

0.88% 0.77% Stable Target achieved.  NUQ not available - no 
longer regulatory requirement  

% of vacant self-contained 
dwellings (general needs) 

0.30% 0.62% Stable Performance adverse to target, however 
this is a snapshot PI and the majority of 
the void properties were let immediately 
after the year end 

% of vacant self-contained 
dwellings (all stock) 

1.20% 0.81% Stable Target and NUQ achieved 

Average relet time for 
general needs dwellings 

25 days 25 days Stable In line with Target and NUQ 

Average relet time for all 
dwellings 

26 days 29 days Stable Target and NUQ achieved for general 
needs properties.  Some challenges 
within supported housing 

% of lettings made to black 
and minority ethnic 
households 

20.0% 24.1% Stable The target reflects the overall ethnic mix 
of the city. The out-turn result 
demonstrates that BME households tend 
to be more prevalent in social housing 

Gross rent arrears 3.20% 4.52% Improving Underlying net tenant arrears ended the 
year at 4.1% having improved throughout 
the year. This remains an area of major 
focus 

% of emergency repairs 
completed on time 

99.10% 94.79% Improving 

% of urgent repairs 
completed on time 

97.80% 98.46% Improving 

% of routine repairs 
completed on time 

97.70% 96.70% Improving 

% of repairs where an 
appointment was made and 
kept 

99.00% 93.16% Improving 

The repairs service was retendered during 
the year and performance has improved 

Average SAP rating of 
housing stock 

72.0 72.9 Improving Result is well above NUQ 
 

% of tenants satisfied with 
the overall service 

85% 93% Improving Result is well above NUQ 

% of tenants satisfied that 
their views are being taken 
into account  

67% 72% Improving Result is well above NUQ 

NUQ = national upper quartile 
 

% of housing stock failing 
decent homes standard 

2% 7% In line with 
decent 
homes 
plan 

2010 
target 

 
0% 

Progress towards full 
compliance with decent homes 
standard by 2010 continues in 
line with 100% stock condition 
survey data 

 
Key performance areas for 2008/09 are to continue the recent improving trend on rent arrears, and to ensure that 
the new repairs contractor delivers job completions in line with agreed targets. 
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Operating and financial review (Continued) 
 
Staff turnover 
 
We recognise that the success of our business depends on the quality of our staff. In any organisation some staff 
changes are inevitable, however excessive staff turnover leads to increased recruitment costs, lower productivity, 
lower morale and reduced internal controls assurance during the changeover period. 
 
Our target for staff turnover, calculated as number of leavers in the year divided by the average permanent staff 
headcount during the year, is 15%. For 2008/09 our turnover was 14.23%, thus achieving this target. 
 

Risks and uncertainties 
 
The main risks that may prevent the company achieving its objectives are regularly reviewed and considered by 
the board and staff. The risks are recorded and assessed in terms of their impact and probability across a range 
of relevant business categories. Major risks, presenting the greatest threats to the company, are reported to audit 
& risk committee together with action and controls to manage the risks and responsible officers. The top nine 
current risks to successful achievement of our objectives are considered below. 
 

Risk Impact Probability Description Impact on objectives 

Inflation HIGH MEDIUM Sustained decrease in inflation 
leading to lower levels of rental 
income 

1. Manage & maintain 
homes 

 
5. Business excellence 

Business 
continuity 

MEDIUM MEDIUM Over-reliance on head office 
communications for business 
continuity 

5. Business excellence 

Efficiency MEDIUM MEDIUM Overall viability of the business 
plan projections is jeopardised by 
failure to meet efficiency targets  

1. Manage & maintain 
homes 

 
4. Develop larger 

organisation 
 
5. Business excellence 

Pensions HIGH HIGH Escalating cost of pension 
provision 

5. Business excellence 
 
7.  Employer of choice 

Rent collection MEDIUM MEDIUM Loss of income due to restrictive 
county court orders on high debts 
preventing realistic collection.  
Economic financial climate 
increases the number of tenants 
in arrears who require 
intervention 

1. Manage & maintain 
homes 

 
5. Business excellence 
 
6.  Customer care 

Stock 
condition 

MEDIUM MEDIUM Errors in stock condition 
extrapolation and interpretation 
resulting in additional 
expenditure 

1. Manage & maintain 
homes 

 
5. Business excellence 

Development MEDIUM MEDIUM Insufficient committed funding 
facilities to provide for business 
growth/development 
opportunities 

4. Develop larger 
organisation 

 

Development MEDIUM MEDIUM Cost overruns on development 4. Develop larger 
organisation 

 

Governance HIGH LOW Strong governance is essential to 
ensure that strategic aims are 
achieved using available 
resources efficiently 

ALL 

 
Three of the nine key risks identified above appeared on the summary of the top six risks included in our 2007/08 
operating and financial review. Risks relating to health and safety have been managed down to more acceptable 
levels during the year, and descriptions of risk relating to rent arrears, financial resources and new initiatives 
have been more specifically defined to identify the key risks in these areas.  The economic climate over the last 
12 months has increased the risks relating to inflation and pensions. 
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Operating and financial review (Continued) 
 
Financial position 
 
Our income and expenditure account and balance sheet are summarised in the table on page 16. The following 
paragraphs highlight key features of our financial position as at March 31, 2009. 
 
Accounting policies 
Our principal accounting policies are set out on pages 23 to 25 of the financial statements. The policies that are 
most critical to the financial results relate to accounting for housing properties, including housing stock 
depreciation, impairment, and treatment of improvements and maintenance expenditure. All of these policies 
have remained unchanged during the period under review. 
 
Housing properties 
At March 31, 2009 the company owned 9,676 housing properties (2008: 9,531). The properties are carried in the 
balance sheet at cost (after depreciation and impairment) of £92.5million (2008: £68.4million). Our investment in 
housing properties this year involved continued focus on delivery of the improvements programme promised to 
residents at transfer. However we also made progress with our development programme including new build 
social housing for general needs rent and shared ownership. By the end of the year 168 properties (2008: 126) 
had been added to the stock. The activity was funded through loan finance and working capital. Efficient working 
capital management enabled us to minimise loan draw downs although £39million (2008: £27million) was drawn 
during the year. The company’s treasury management arrangements are considered below. 
 
We account for our activities on the historical cost basis, we do not revalue our housing stock for balance sheet 
purposes, and we write off all major repair and improvement expenditure to the income & expenditure account. 
For these reasons our long-term loan debt exceeds the historic cost of our fixed assets as reported on our 
balance sheet and results in a balance sheet deficit. This deficit is covered by our long term business plan which 
indicates significant surpluses from 2011 onwards after the end of our initial programmed improvement works are 
complete. We are required by our lenders and regulators to ensure that this deficit is covered on an ongoing 
basis. 
 
Pension costs 
The company participates in two pension schemes, the Social Housing Pension Scheme (SHPS) and the Local 
Government Pension Scheme (LGPS). Both of these are final salary schemes, offering good benefits for our 
staff. The company has contributed to the schemes in accordance with levels set by the actuaries of between 
12.0% and 15.9%.  
 
An actuarial valuation of the SHPS was carried out at September 30, 2008. This revealed a shortfall of assets to 
cover expected liabilities. The SHPS has therefore introduced higher contribution rates for both employers and 
employees with effect from April 2010.   
 
An actuarial valuation of the LGPS was carried out at March 31, 2007. This resulted in an improvement to the 
previous triennial valuation, although a deficit on the scheme still exists and employer contribution rates 
increased with effect from April 2008.  
 
We will continue to contribute to both schemes in line with the advice of independent actuaries. 
 
Capital structure and treasury policy 
The company agreed a loan and overdraft facility of £111million at transfer, £100million of which was to fund the 
initial stock purchase plus stock improvements works. The company drew £39million from this facility during the 
year. By the year end our borrowings amounted to £142.5million, all of which falls due to be paid in excess of five 
years from now in accordance with long term cash flow projections approved by our lenders. In March 2007 we 
completed a refinancing exercise with our existing lenders. This released an additional £100million of loan 
facilities to fund our development and growth plans over the next three to five years. 
 
The company borrows from banks and building societies at a mix of fixed and floating rates of interest. Interest 
rate hedging instruments are used to generate the desired interest profile and to manage the company’s 
exposure to interest rate fluctuations. The company’s policy is to ensure that no more than 80% of its borrowings 
are held on a floating rate basis. As at March 31, 2009 47% of our borrowings were held on this basis (2008: 
73%). 
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Operating and financial review (Continued) 
 
This policy enabled the company to benefit from the generally benign interest rate environment since transfer and 
achieve an average cost of funds in line with the very best performers in the sector. Holding debt at variable rates 
of interest provides a natural hedge against inflation risk and therefore loan repayment risk. However the hedging 
instruments in place, including trigger-swaps and collars, provide an element of protection against the risk of 
significant interest rate increases. Since August 2007 there has been much greater volatility in the money 
markets as a result of the credit-crunch and associated issues. We have actively managed our loan portfolio 
throughout this period to ensure that our cost of funds remains competitive and affordable. Current market rates 
are well within our limits of sustainability and we will review further hedging opportunities at the appropriate time. 
 
The company is required by its lenders to operate within a cumulative cash flow target, set by reference to the 
approved business plan. This target has been comfortably achieved. 
 
Cash flows 
Cash inflows and outflows during the year are shown in the cash flow statement (page 22). The net cash outflow 
from operating activities was £14.9million during the year; this was within our expectations and it reflects the 
significant property improvements programme expenditure. This trend will continue until the 2009/10 financial 
year, when the main improvements programme is scheduled to complete. 
 
Future developments 
A key influence on the timing and amount of future borrowings will be the rate at which development of new 
homes takes place. This is essential in order to meet the massive demand for additional affordable housing in the 
city, but also to replenish stock lost through right to buy sales, which has diminished our economies of scale 
since transfer. The approved business plan demonstrates capacity to deliver a significant development 
programme of over 800 units over the next few years and loan facilities are in place to fund this activity. The 
board has approved plans to spend £32.5million (net of social housing grant) during the next financial year to 
continue the development programme, although this activity will very much be driven by the availability of suitable 
opportunities. Board approval is also in place to on-lend £4million to our new subsidiary, CKH Developments, as 
seed capital for surplus-generating opportunities. The current uncertainty within the housing market necessitates 
a degree of caution with either outright sale or Homebuy development schemes. We will continue to monitor 
trends in this area closely to ensure that the company is not exposed to excessive risk through these activities. 
 
The other major financial commitment in the medium term remains the completion of our property improvement 
programme. Resources are in place to deliver all necessary improvements to 2010 and subsequent decent 
homes failures beyond using a just in time approach. The approved business plan demonstrates financial 
capacity to accommodate this work in tandem with the development programme. 
 

Statement of compliance 
 
In preparing this operating and financial review, the board has followed the principles set out in part three of the 
Statement of Recommended Practice ‘Accounting by Registered Social Landlords’ 2008. 
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Operating and financial review (Continued) 
 

Company highlights – financial trend summary 
 
For the year ended March 31 2009 

£’000 
 2008 

£’000 
 2007 

£’000 
 2006 

£’000 
 2005 

£’000 
(6 months) 

          
Income and Expenditure account (£’000)          
          
Total turnover 36,525) 34,511) 31,840)  31,065) 14,695)
Income from social housing lettings 33,217) 31,843) 29,900)  29,172) 13,961)
Operating (deficit)/surplus (8,355) (16,847) (17,729)  (12,291) 1,682)
(Deficit)/surplus for the year (13,619) (20,352) (18,736)  (12,170) 2,973)
  

  Balance Sheet (£’000)  

  
Housing properties, net of depreciation 92,495) 68,377) 49,420) 43,007) 43,969)
Social housing grant (10,363) (6,066) (1,201) -) -)
Other fixed assets 4,975) 4,762) 4,814) 4,991) 4,744)
  

  
Fixed assets net of capital grants and 
depreciation 

87,107) 67,073) 53,033) 47,998) 48,713)

  
Net current liabilities (6,098) (11,606) (4,308) (10,078) (3,202)
  

  
Total assets less current liabilities 81,009) 55,467) 48,725) 37,920) 45,511)
  

  Loans (due over one year) 142,217) 103,209) 76,200) 47,000) 42,500)
Pensions liability 1,939) 119) 796) 1,340) 982)
  
Designated reserves 4,000) 4,000) 2,750) -) -)
Revenue reserve (67,147) (51,861) (31,021) (10,420) 2,029)
  

  
 81,009) 55,467) 48,725) 37,920) 45,511)
  

Accommodation figures  
  
Total housing stock owned at year end 
(number of dwellings): 

9,676) 9,531) 9,546) 9,591) 9,748)

  
          
Statistics          
          
(Deficit)/surplus for the year as % of turnover (37.3)% (59.0)% (58.8)% (39.2)% 20.2%
(Deficit)/surplus for the year as % of income 
from social housing lettings 

(41.0)% (63.9)% (62.7)% (41.7)% 21.3%

Rent losses (voids and bad debts as % of rent 
and service charges receivable) 

2.6% 2.0% 2.3% 1.9% 1.3%

Liquidity (current assets divided by current 
liabilities)  

57% 37% 72% 33% 68%

Total long-term loan debt per home owned £14,698) £10,829) £7,982) £4,901) £4,354)
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Statement of responsibilities of the board 
 
Statement of the responsibilities of the board for the report and financial statements 
 
The board is responsible for preparing the report and financial statements in accordance with applicable law and 
United Kingdom Generally Accepted Accounting Practice. 
 
Company law and registered social landlord legislation in the United Kingdom require the board to prepare 
financial statements for each financial year which give a true and fair view of the state of affairs of the company at 
the end of the year and of the surplus or deficit of the company for the year then ended. 
 
In preparing those financial statements the board is required to: 

• select suitable accounting policies and apply them consistently; 
• prepare the financial statements on the going concern basis unless it is inappropriate to presume 

that the company will continue in business; 
• make judgements and estimates that are reasonable and prudent; and 
• follow applicable United Kingdom Accounting Standards and the Statement of Recommended 

Practice: “Accounting by registered social landlords” (2008), subject to any material departures 
disclosed and explained in the financial statements. 

 
The board is responsible for keeping proper accounting records which disclose with reasonable accuracy at any 
time the financial position of the company and enable it to ensure that the financial statements comply with the 
Companies Act 1985, paragraph 16 of Schedule 1 to the Housing Act 1996 and the Accounting Requirements for 
Registered Social Landlords General Determination 2006.  It is also responsible for safeguarding the assets of 
the company and hence for taking reasonable steps for the prevention and detection of fraud and other 
irregularities. 
 
The board is responsible for ensuring that the Report of the Board is prepared in accordance with the Statement 
of Recommended Practice: “Accounting by registered social landlords” (2008). 
 
The directors are responsible for the maintenance and integrity of the website and accordingly the auditors 
accept no responsibility for the information published. 
Information published on the website is accessible in many countries and legislation in the UK concerning the 
preparation and dissemination of Financial Statements may differ from legislation in other jurisdictions. 
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Independent auditors' report to the members of Cross Keys Homes 
Limited 
 
We have audited the financial statements of Cross Keys Homes Limited for the year ended March 31, 2009, 
which comprise the income and expenditure account, the balance sheet, the cash flow statement, the statement 
of total recognised surpluses and deficits and the related notes. These financial statements have been prepared 
under the accounting policies set out therein. 
 
This report is made solely to the company’s members, as a body, in accordance with regulations made under 
section 235 of the Companies Act 1985. Our audit work has been undertaken so that we might state to the 
company’s members those matters we are required to state to them in an auditors' report and for no other 
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than 
the company and the company’s members as a body, for our audit work, for this report, or for the opinions we 
have formed. 
 
Respective responsibilities of the board and auditors 
The responsibilities of the board for preparing the report and financial statements in accordance with applicable 
law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are 
set out in the statement of responsibilities of the board for the financial statements.  Our responsibility is to audit 
the financial statements in accordance with relevant legal 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 Companies Act 1985, the Housing Act 
1996 and the Accounting Requirements for Registered Social Landlords General Determination 2006. We also 
report to you if, in our opinion, the Report of the Board is consistent with the financial statements. The information 
given in the Report of the Board includes the specific information presented in the Operating and Financial 
Review that is cross-referred from the Business Review section of the Report of the Board. In addition, we report 
to you if, in our opinion, the company has not kept proper accounting records, if we have not received all the 
information and explanations we require for our audit, or if information specified by law regarding directors’ 
remuneration and other transactions is not disclosed. We read the other information accompanying the financial 
statements and consider whether it is consistent with the audited financial statements. The other information 
comprises only the Report of the Board and 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. 
 
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 group’s and company’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 give a true and fair view, in accordance with United Kingdom Generally 
Accepted Accounting Practice, of the state of affairs of the company as at March 31, 2009 and of 
the deficit for the year then ended;  

• the financial statements have been properly prepared in accordance with the Companies Act 1985, 
the Housing Act 1996 and the Accounting Requirements for Registered Social Landlords General 
Determination 2006; and 

• the information given in the Report of the Board is consistent with the financial statements. 
 
 
 
 
 
Grant Thornton UK LLP 
Chartered Accountants and Registered Auditors 
Cambridge, England 
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Income and expenditure account 
 
For the year ended March 31, 2009 Note  2009 

£’000 
 2008 

£’000 
Turnover: continuing activities 3  (36,525)  34,511) 
      
Operating costs 3  (44,880)  (51,358) 
      

Operating deficit: continuing activities 3  (8,355)  (16,847) 
      
Surplus on sale of fixed assets – housing properties 5  (336)  1,562) 
Interest receivable and other income 6  (44)  97) 
Interest payable and similar charges 7  (5,643)  (5,291) 
Other finance (expense) income   (1)  127) 
      

 Deficit on ordinary activities before taxation   (13,619)  (20,352) 
      
Tax on deficit on ordinary activities   -)  -) 
      

 Deficit for the financial year 18  (13,619)  (20,352) 
      

 
 
The notes on pages 23 to 41 form an integral part of these financial statements. 
 
Historic cost surpluses and deficits were identical to those shown in the income and 
expenditure account. 

 
The financial statements were approved by the board on July 20, 2009 and signed on its 
behalf by: 
 
 
 
 
 
 
 
 
 
 
 

Angus Kennedy   Nigel O’Toole    Mick Leggett 
Chair     Board Member   Secretary 
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Statement of total recognised surpluses and deficits 

 
For the year ended March 31, 2009 2009 

£’000 
 2008 

£’000 
Deficit for the financial year (13,619)  (20,352) 
Actuarial (deficit)/surplus relating to pension scheme (1,667)  762) 
    

Total recognised deficits relating to the year (15,286)  (19,590) 
    

 
 

Reconciliation of movements in company’s funds 

 
For the year ended March 31, 2009 2009 

£’000 
 2008 

£’000 
Opening deficit of total funds (51,861)  (31,021) 
    
Total recognised deficits relating to the year (15,286)  (19,590) 
    
Transfer to designated reserve -)  (1,250) 
    

Closing deficit of total funds (67,147)  (51,861) 
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Balance sheet 
 
At March 31, 2009 Note  2009 

£’000 
 2008 

£’000 
Tangible fixed assets      
Housing properties 10  (92,495)  68,377) 
Social housing grant 10  (10,363)  (6,066) 

   82,132)  62,311) 
      
Other tangible fixed assets 11  4,975)  4,762) 
      

   87,107)  67,073) 

Current assets      
Properties for sale 12  2,487)  541) 
Debtors 13  2,842)  4,138) 
Cash at bank and in hand   2,169)  1,998) 

   7,498)  6,677) 
      
Creditors: Amounts falling due within one year 14  (13,596)  (18,283) 
      

Net current liabilities   (6,098)  (11,606) 
      

Total assets less current liabilities 
  

81,009)  55,467) 

      
Creditors:  Amounts falling due after more than one 
year 

15  142,217)  103,209) 

Net pension liability 8  1,939)  119) 

   144,156)  103,328) 
      
Capital and reserves      
Non-equity share capital 17  -)  -) 
Designated reserve 18  4,000)  4,000) 
Revenue reserve 18  (67,147)  (51,861) 
      

 
  

81,009)  55,467) 

 
The notes on pages 23 to 41 form an integral part of these financial statements. 
The financial statements were approved by the board on July 20, 2009 and signed on its behalf by: 
 
 
 
 
 
 
 
 
 
 
 
Angus Kennedy   Nigel O’Toole    Mick Leggett 
Chair     Board Member    Secretary 
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Cash flow statement 
 

For the year ended March 31, 2009 
 

Note  2009 
£’000 

 2008 
£’000 

Net cash outflow from operating activities 22  (14,930)  (8,483) 
      

Returns on investments and servicing of finance      
Interest received             48  104) 
Interest paid   (5,722)  (5,304) 
      

   (5,674)  (5,200) 
      
Taxation Paid      
Corporation tax paid   -)  -) 

      
Capital expenditure      
Purchase and construction of housing properties   (23,399)  (20,961) 
Social housing grant – received   4,297)  4,865) 
Purchase of other fixed assets   (594)  (508) 
Sales of housing properties   1,471)  5,154) 

   (18,225)  (11,450) 
      
Financing      
Loans received   39,000)  27,000) 

 
 

 
 

 39,000)  27,000) 

 Increase in cash 23 
 

171)  1,867) 

 

The notes on pages 23 to 41 form an integral part of these financial statements. 
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Notes to the financial statements 
 

1. Legal status 

 
The company is registered under the Companies Act 1985 as a company limited by guarantee and not having 
share capital, is a registered charity under the Charities Act 1993 and is registered with The Tenant Services 
Authority as a social landlord. 
 

2. Accounting policies 

 
Basis of accounting 
The financial statements of the company are prepared in accordance with UK Generally Accepted Accounting 
Principles (UK GAAP) and the applicable accounting standards and the Statement of Recommended Practice: 
accounting by Registered Social Landlords, issued in January 2008, and comply with the Accounting 
Requirements for registered social landlords General Determination 2006. 
 
The financial statements are prepared on the historical cost basis of accounting. 
 
Turnover 
Turnover compromises rental income receivable in the year, income from property sales, other services included 
at the invoiced value (excluding VAT) of goods and services supplied in the year and revenue grants. 
 
Segmental analysis 
For the purposes of segmental reporting in note 3, the following definitions of activities have been used: 
General housing includes general needs and related activities 
Supported housing includes sheltered lettings 
Shared ownership includes all properties leased/let under shared ownership and successor homebuy schemes 
Temporary housing includes homeless hostel accommodation and temporary housing used for support purposes 
These definitions accord with the methodology used by the Tenant Services Authority for collection of 
performance information. 
 
Taxation 
The company is a registered charity (Charity Commission registered number 1104746) and as such is not liable 
to corporation tax on its surpluses. 
 
Value added tax 
The company charges value added tax (VAT) on some of its income and is able to recover part of the VAT it 
incurs on expenditure. The financial statements include VAT to the extent that it is suffered by the company and 
not recoverable from HM Revenues and Customs. The balance of VAT payable or recoverable at the year end is 
included as a current liability or asset. 
 
Interest payable 
Interest is capitalised on borrowings to finance developments to the extent that it accrues in respect of the period 
of development if it represents interest on borrowings of the company as a whole to the extent that they can be 
deemed to be financing the development programme.  Other interest payable is charged to the income and 
expenditure account in the year. 
 
Derivatives 
The company has used interest rate collars, swaps and trigger swaps to reduce its exposure to future increases 
in interest rates on floating rate loans. The notional principal is not reflected in the company’s balance sheet.  
Payments  made under trigger swaps are amortised over the payment period on a straight-line basis and such 
amortisation is included within interest payable on the loans. 
 
Pensions 
The company participates in two funded multi-employer defined benefit schemes, the Social Housing Pension 
Scheme (‘SHPS’) and the Local Government Pension Scheme (‘LGPS’). 
 
For the SHPS, it has not been possible to identify the share of underlying assets and liabilities belonging to 
individual participating employers. The income and expenditure charge represents the employer contribution 
payable to the scheme for the accounting period. 
 
For the LGPS, the operating costs of providing retirement benefits to participating employees are recognised in 
the accounting periods in which the benefits are earned. The related finance costs, expected return on assets 
and any other changes in fair value of the assets and liabilities are recognised in the accounting period in which 
they arise. The operating costs, finance costs and expected return on assets are recognised in the income and 



Cross Keys Homes Limited 

 24 

Notes to the financial statements 
 
2. Accounting policies (continued) 
 
expenditure account with any other changes in fair value of assets and liabilities being recognised in the 
statement of total recognised surpluses and deficits. 
 
Supported housing managed by agencies 
The treatment of other income and expenditure in respect of supported housing projects depends on the nature 
of the partnership arrangements between the company and its managing agents and on whether the company 
carries the financial risk. 
 
Where the company holds the support contract with the Supporting People Administering Authority and carries 
the financial risk, all the project's income and expenditure is included in the company’s income and expenditure 
account. 
 
Where the agency holds the support contract with the Supporting People Administering Authority and carries the 
financial risk, the income and expenditure account includes only that income and expenditure which relates solely 
to the company. Other income and expenditure of projects in this category is excluded from the company’s 
income and expenditure account. 
 
Housing properties 
Housing properties are principally properties available for rent and are stated at cost less depreciation. Cost 
includes the cost of acquiring land and buildings. 
 
Shared ownership properties are split proportionally between current and fixed assets based on the element 
relating to expected first tranche sales. The first tranche proportion is classed as a current asset and related 
sales proceeds included in turnover, and the remaining element is classed as fixed asset and included in housing 
properties at cost, less any provisions needed for depreciation or impairment. 
 
Improvements which result in an increase in the net rental income, such as a reduction in future maintenance 
costs, or result in a significant extension in the useful economic life of the property in the business are capitalised. 
At present none of our improvements spend meets these criteria and therefore all improvements and 
maintenance expenditure is expensed as incurred.  
 
Sale of housing properties 
Sales of properties under the Right to Buy scheme are treated as sales of fixed assets and not as properties 
developed for sale. The surplus or deficit arising on sale is shown net of shares due to Peterborough City Council 
and after deducting the carrying value of the property and related sale expenses. 
 
Other grants 
Other grants are receivable from local authorities and other organisations. Grants in respect of revenue 
expenditure are credited to the income and expenditure account in the same period as the expenditure to which 
they relate. 
 
Depreciation of housing properties 
 
Freehold land is not depreciated. Depreciation of buildings is charged so as to write down the net book value of 
housing properties to their estimated residual value, on a straight-line basis, over their estimated useful economic 
lives in the business. The depreciable amount is arrived at on the basis of original cost, less residual value. The 
company’s housing properties are depreciated at the following annual rates: 
 

General needs - houses    1% 
General needs - flats    1% 
Sheltered housing    1% 
Supported housing    1% 

 
Properties held on leases are amortised over the life of the lease or their estimated useful economic lives in the 
business if shorter. 
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Notes to the financial statements 
 
2. Accounting policies (continued) 
 
Impairment 
Housing properties which 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. 
 
Where there is evidence of impairment, fixed assets are written down to the recoverable amount. Any such write 
down would be charged to operating surplus unless it was a reversal of a past revaluation surplus in which case it 
would be taken to the statement of total recognised gains and losses. 
 
Other tangible fixed assets 
Depreciation is provided evenly on the cost of other tangible fixed assets to write them down to their estimated 
residual values over their expected useful lives. No depreciation is provided on freehold land. The principal 
annual rates used for other assets are: 

Freehold buildings    2% 
Long leasehold property    Over life of lease 
Furniture, fixtures and fittings   25% 
Computers and office equipment   25% 
Motor vehicles     25% 

 
Leased assets 
Rentals payable under operating leases are charged to the income and expenditure account on a straight line 
basis over the lease term. 
 
Provision for bad debts 
The provision for bad debts is based on the age of arrears. Arrears in respect of former tenants which are more 
than one year old are fully provided for. Other arrears for former and current tenants are provided for at varying 
percentage rates. 
 
Website development costs 
The company has developed a website which is used to promote the company’s activities. All planning, design, 
content, and ongoing maintenance and operational costs are charged as other operating costs as incurred.  
 
Reserves 
The company establishes designated reserves where reserves are earmarked for a particular purpose. 
 
Social housing grant 
Social housing grant (SHG) is receivable from the Homes and Communities Agency and is utilised to reduce the 
capital costs of housing properties, including land costs. SHG due from the Homes and Communities Agency or 
received in advance is included as a current asset or liability.  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 
subordinated to the repayment of loans by agreement with the Homes and Communities Agency. SHG released 
on sale of a property may be repayable but is normally available to be recycled and is credited to a Recycled 
Capital Grant Fund and included in the balance sheet in creditors. 
 
Shared ownership properties 
Shared ownership first tranche sales and property under construction are valued at the lower of cost and net 
realisable value.  Cost comprises materials, direct labour and direct development overheads.  Net realisable 
value is based on estimated sales price after allowing for all further costs of completion and disposal. 
 
Consolidation 
The company has not prepared group accounts as the activities of the subsidiary are not material to the results of 
the group.   Accordingly, these financial statements present information about the company only. 
  



Cross Keys Homes Limited 

 26 

Notes to the Financial Statements 
3. Turnover, cost of sales, operating costs and operating deficit – 
continuing activities 
 

 2009 

 Turnover  Cost of 
sales 

 Operating 
costs 

 Operating 
surplus/ 
(deficit) 

 £’000  £’000  £’000  £’000 
        
Social housing lettings 333,217)  -)  (42,150)  (8,933) 

        
Other social housing activities        
Supporting people contract income 575)  -)  (465)  110) 
Development services -)  -)  -)  -) 
Development costs not capitalised -)  -)  (68)  (68) 
Management services -)  -)  -)  -) 
Community regeneration -)  -)  -)  -) 
First tranche shared ownership sales 915)  (1,023)  -)  (108) 
Other -)  -)  -)  -) 
        

 

 
1,490) 

 
(1,023)  (533)  (66) 

Non-social housing activities        
Lettings 1,268)  -)  (256)  1,012) 
Development for sale -)  -)  -)  -) 
Other 550)  -)  (918)  (368) 

 

 
1,818) 

 
-)  (1,174)  644) 

 

 
36,525) 

 
(1,023)  (43,857)  (8,355) 

 
 

 2008 

 Turnover  Cost of 
sales 

 Operating 
costs 

 Operating 
surplus / 
(deficit) 

 £’000  £’000  £’000  £’000 
        
Social housing lettings 31,843)  -)  (49,475)  (17,632) 

        
Other social housing activities        
Supporting people contract income 521)  -)  (376)  145) 
Development services -)  -)  -)  -) 
Development costs not capitalised -)  -)  (122)  (122) 
Management services -)  -)  -)  -) 
Community regeneration -)  -)  -)  -) 
First tranche shared ownership sales 302)  (294)  -)  8) 
Other -)  -)  -)  -) 
        

 

 
823) 

 
(294)  (498)  31) 

Non-social housing activities        
Lettings 1,190)  -)  (275)  915) 
Development for sale -)  -)  -)  -) 
Other 655)  -)  (816)  (161) 

 

 
1,845) 

 
-)  (1,091)  754) 

 

 
34,511) 

 
(294)  (51,064)  (16,847) 
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Notes to the financial statements 
 
3. Turnover, cost of sales, operating costs and operating deficit (continued) 
 
Particulars of turnover from non-social housing lettings 

 
 2009 

£’000 
 2008 

£’000 
Market Rent 458)  349) 
Garages 330)  330) 
Shops 480)  511) 

 1,268)  1,190) 

 
4. Operating deficit 

 
This is arrived at after charging/(crediting): 2009 

£’000 
 2008 

£’000 
Depreciation of housing properties 485)  353) 
Impairment of housing properties 306)  -) 
Depreciation of other tangible fixed assets 581)  554) 
Surplus on disposal of other tangible fixed assets -)  -) 
Operating lease rentals    

- office equipment and computers 17)  11) 
- vehicles 6) 9) 

Auditors’ remuneration (including VAT)    
- fees payable to the company’s auditors for the audit of the annual 

financial statements 
24) 21 

- for non-audit services:   
- Consultancy -)  4) 
- tax advisory -)  9) 

 

5. Surplus on sale of fixed assets – housing properties 
 
 2009 

£’000 
 2008 

£’000 
Disposal proceeds 1,471)  5,154) 
Carrying value of fixed assets (84)  (349) 
Direct cost of sales (113)  (89) 
Amounts repayable to third parties (938)  (3,154) 

 336)  1,562) 

 

6. Interest receivable and other income 
 
 2009 

£’000 
 2008 

£’000 
Interest receivable and similar income 44)  97) 

 44)  97) 

 
7. Interest payable and similar charges 
 
 2009 

£’000 
 2008 

£’000 
Loans and bank overdrafts 5,528)  5,116) 
Other interest payable 115)  175) 

 5,643)  5,291) 
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Notes to the financial statements 
 

8. Employees 
 
Average monthly number of employees expressed in full time 
equivalents: 

2009 
 

 2008 
 

Housing management & maintenance 121)  122 
Housing support and care 40)  39 
Central administration 37)  39 
Lifeline alarm services 14)  14 
Other activity – non-social housing 1)  1 

 213)  215 

 
Employee costs: 2009 

£’000 
 2008 

£’000 
Wages and salaries 5,270)  5,111) 
Social security costs 430)  413) 
Other pension costs 791)  730) 

 6,491)  6,254 

 
The company’s employees are members of the Local Government Pension Scheme (LGPS) or of the Social 
Housing Pension Scheme (SHPS).  
 
Other pension costs shown above include £152,000 (2008: £212,000) in respect of accounting provisions made 
at the end of the year to reflect contribution shortfalls as identified by the scheme actuary. 
 

Social Housing Pension Scheme 
 
SHPS is a multi-employer defined benefit scheme. The Scheme is funded and is contracted out of the state 
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 1/60th accrual rate until March 31, 2007.  
From April 2007 there are three benefit structures available, namely: 
 
Final salary with a 1/60th accrual rate. 
Final salary with a 1/70th accrual rate. 
Career average revalued earnings with a 1/60th 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. 
 
The company has elected to operate the final salary with a 1/60th accrual rate benefit structure for active 
members as at April 1, 2007 and the final salary with a 1/60th accrual rate benefit structure for new entrants from 
April 1,2007. 
 
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 investment returns. 
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Notes to the financial statements 
 

8. Employees (continued) 
 
During the accounting period the company paid contributions at the rate of 15.9%. Member contributions varied 
between 4.1% and 6.1%. 
 
As at the balance sheet date there were 8 active members of the Scheme employed by the company. The annual 
pensionable payroll in respect of these members was £369,000. The company 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%. 
 
The financial assumptions underlying the valuation as at September 30, 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: 
 

 
Benefit structure 

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

Final salary with a 1/60th accrual rate 17.8 

Final salary with a 1/70th accrual rate 15.4 

Career average revalued earnings with a 1/60th 
accrual rate 

 
14.9 

 
The long-term joint contribution rates required from employers and members where contributions are set 
their on an age related basis are:  
 

Age Under 30 30 - 40 Over 40 

 
Benefit structure 

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

Final salary with a 1/60th accrual rate 16.3 17.3 18.3 

Final salary with a 1/70th accrual rate 13.9 14.9 15.9 

Career average revalued earnings with a 1/60th 
accrual rate 

 
13.4 

 
14.4 

 
15.4 
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Notes to the financial statements 
 

8. Employees (continued) 
 
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 April 1, 2010 to September 30, 2020, dropping to 3.1% from October 
1, 2020 to September 30, 2023.  Pensionable earnings at September 30, 2008 are used as the reference point 
for calculating these deficit contributions.  These deficit contributions are in addition to the long-term joint 
contribution rates set out in the table above. 
 
Employers that participate in the Scheme on a non-contributory basis pay a joint contribution rate (i.e. a 
combined employer and employee rate).  
 
Employers that have closed the Scheme to new entrants are required to pay an additional employer contribution 
loading of 3.0% to reflect the higher costs of a closed arrangement. 
 
A small number of employers are required to contribute at a different rate to reflect the amortisation of a surplus 
or deficit on the transfer of assets and past service liabilities from another pension scheme into the SHPS 
Scheme. 
 
Employers joining the Scheme after October 1, 2002, including Cross Keys Homes Ltd, that do not transfer any 
past service liabilities to the Scheme pay contributions at the ongoing future service contribution rate. This rate is 
reviewed at each valuation and applies until the second valuation after the date of joining the Scheme, at which 
point the standard employer contribution rate is payable. Contribution rates are changed on the April 1 that falls 
18 months after the valuation date. 
 
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. 
 
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. SHPS is a multi-
employer defined benefit scheme.  
 

Local Government Pension Scheme (LGPS) 
 

The LGPS is a multi-employer scheme with more than one participating employer, which is administered by   
Cambridgeshire County Council under the regulations governing the LGPS, a defined benefit scheme. Triennial 
actuarial valuations of the pension scheme are performed by an independent, professionally qualified actuary 
using the projected unit method. The most recent formal actuarial valuation was completed as at March 31, 2007. 
 

The employers’ contributions to the LGPS by the Company for the year ended March 31, 2009 were £525,000 
(2008: £429,000). The employers’ contribution rate was fixed as 15.9% of pensionable pay with effect from April 
1, 2008. 
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Notes to the financial statements 
 

8.  Employees (continued) 
 
Financial Assumptions 
The market value of the scheme assets at March 31, 2009 was £9.3million and the level of funding was 83%. The 
main actuarial assumptions used in the valuation were:  

 March 31, 
2009 
% per 
annum 

 March 31, 
2008 
% per 
annum 

Discount rate 6.9%  6.9% 
Expected rate of return on plan assets as at March 31 6.3%  7.0% 
Future salary increases 4.6%  5.1% 
Future pension increases 3.1%  3.1% 
Inflation assumption 3.1%  3.1% 

 
Mortality Assumptions 
The post-retirement mortality assumptions used to value the benefit obligation at March 2008 and March 2009 
are based on the PFA92 and PMA92 series projected to calendar year 2017 for pensioners and 2033 for non 
pensioners. 
 
Within the past three years, investigations have been carried out by the scheme actuaries into the mortality 
experience of the association’s scheme.  These investigations concluded that the current mortality assumptions 
include sufficient allowance for future improvements in mortality rates.  The assumed life expectations on 
retirement at age 65 are: 

 2009 
No. of 
years 

  

Retiring today    
Males 19.6   
Females 22.5   

Retiring in 20 years:    
Males 20.7   
Females 23.6   

 
Amounts recognised in the balance sheet 
 
 2009 

£’000 
 2008 

£’000 
Present value of funded obligations (11,211)  (10,986) 
Fair value of plan assets 9,324)  10,921) 

 (1,887)  (65) 
Present value of unfunded obligations (52)  (54) 
Unrecognised past service cost -)  -) 

Deficit (1,939)  (119) 
Related deferred tax asset -)  -) 

Net liability (1,939)  (119) 

    
Amounts in the balance sheet (1,939)  (119) 
Liabilities -)  -) 
Assets    

Net liability (1,939)  (119) 

 
Analysis of the amount charged to the income and expenditure account 
 
 2009 

£’000 
 2008 

£’000 
Current service cost 460)  641) 
Interest cost 785)  583) 
Expected return on employer assets (784)  (710) 
Past service cost 162)  -) 
Loss on settlements and curtailments -)  -) 

Total operating charge 623)  514) 

 
£622k (2008: £641k) was charged to the operating surplus and £1k was charged to interest payable (2008: 127k 
credited to interest receivable). 
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Notes to the financial statements 
 

8.  Employees (continued) 
 
Changes in present value of defined benefit obligation 
 
 2009 

£’000 
 2008 

£’000 
Opening defined benefit obligation 11,040)  10,482) 
Current service cost 460)  641) 
Interest cost 785)  583) 
Contributions by members 206)  195) 
Actuarial losses/(gains) (1,237)  (654) 
Past service costs/(gains) 162)  -) 
Estimated unfunded benefits paid (3)  (3) 
Estimated benefits paid (150)  (204) 

Closing defined benefit obligation 11,263)  11,040) 

 
Reconciliation of fair value of employer assets 
 
 2009 

£’000 
 2008 

£’000 
Opening fair value of employer assets 10,866)  9,638) 
Expected return on assets 784)  710) 
Contributions by members 206)  195) 
Contributions by the employer 522)  426) 
Contributions in respect of unfunded benefits 3)  3) 
Actuarial gains/(losses) (2,904)  101) 
Assets distributed on settlements -)  -) 
Assets acquired in a business combination -)  -) 
Exchange differences -)  -) 
Unfunded benefits paid (3)  (3) 
Benefits paid (150)  (204) 

Closing fair value of employer assets 9,324)  10,866) 

 
Amount recognised in statement of total recognised gains and losses 
 
 2009 

£’000 
 2008 

£’000 
Actuarial gains/(losses) (1,667)  755) 
Increase in irrecoverable surplus from membership -)  -) 
Actuarial gains/(losses) recognised in STRGL (1,667)  755) 
Cumulative actuarial gains/(losses) (226)  1,441) 
 
Major categories of plan assets as a percentage of total plan assets 
 
 2009  2008 
Equities 64%  70% 
Bonds 17%  13% 
Property 10%  12% 
Cash 9%  6% 
 
Actual return on plan assets 
 
 2009 

£’000 
 2008 

£’000 
Actual return on plan assets (2,128)  (542) 
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Notes to the financial statements 
 

8.   Employees (continued) 
 
Amounts for the current and previous four periods are as follows 

 
 2009 

£’000 
 2008 

£’000 
 2007 

£’000 
 2006 

£’000 
 2005 

£’000 
Present value of defined 
benefit obligation 

(11,263)  (11,040)  (10,482)  (9,902)  (7,454) 

Fair value of scheme assets 9,324)  10,921)  9,638)  8,519)  6,450) 
Surplus/(deficit) on scheme (1,939)  (119)  (844)  (1,383)  (1,014) 
Experience adjustments on 
plan liabilities 

-)  (1,677)  (4)  (2)  10) 

Experience adjustments on 
plan assets 

(2,904)  101)  90)  1,183)  217) 

 
The change in accounting policy for the valuation of the pension scheme assets from bid value to mid value has 
been reflected in the current year’s results. No prior year adjustment has been made as this change in valuation 
technique is not material to the current or prior year results. 
 

9. Board members and executive directors 
 
The chair of the board members received emoluments during the year of £7,000 (2008: Nil). The emoluments of 
the highest paid director, the chief executive, excluding pension contributions, were £126,000 for the year to 
March 31, 2009 (2008: £121,000). Total directors’ emoluments, excluding pension contributions, were £342,000 
(2008: £322,000). 

 
 Basic 

salary 
 Benefits 

in kind 
 Pension 

contr’ns 
 2009 

Total 
 2008 

Total 
 £’000  £’000  £’000  £’000  £’000 

Chief executive 126  -  19  142  136 
 
The chief executive is a member of the Local Government Pension Scheme.  He is an ordinary member of the 
pension scheme and no enhanced or special terms apply. Cross Keys Homes Limited does not make any further 
contribution to an individual pension arrangement for the chief executive. 
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Notes to the financial statements 
 
10. Tangible fixed assets – properties (continued) 
 
Housing and other letting properties book value, net of depreciation and grants, and offices net book 
value (note 11) comprises: 
 
 2009 

£’000 
 2008 

£’000 
Freehold land and buildings 85,164))  65,396) 
Long leasehold land and buildings         842)             645) 

 
86,006))  66,041) 

 

11. Tangible fixed assets – other 
 

 Freehold 
offices 

 

 Furniture 
fixtures 
and 

fittings 

 Computers 
and office 
equipment 

 

 Motor 
vehicles 

 Total 
 

 £’000  £’000  £’000  £’000  £’000 
Cost          
At April 1, 2008 3,911)  723)  1,471)  59)  6,164) 
Additions 200)  408)  123)  63)  794) 
Disposals -)  -)  -)  -)  -) 

At March 31, 2009 4,111)  1,131)  1,594)  122)  6,958) 

          
Depreciation          
At April 1, 2008 182)  492)  691)  37)  1,402) 
Charged in year 55)  169)  339)  18)  581) 
Released on disposal -)  -)  -)  -)  -) 

At March 31, 2009  237)  661)  1,030)  55)  1,983) 

          
Net book value          
At March 31, 2009 3,874)  470)  564)  67)  4,975) 

          
          
At March 31 2008 3,729)  231)  780)  22)  4,762) 

 
No tangible fixed assets are held under finance leases. 
 

12. Properties for sale 
 

 2009 
£’000 

 2008 
£’000 

Shared ownership properties 2,487)  541) 
Properties under construction -)  -) 
Completed properties -)  -) 

    
 2,487)  541) 
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13. Debtors 
 

 2009 
£’000 

 2008 
£’000 

Due within one year    
  

Rent and service charges receivable 3,065)  3,705) 
Less: Provision for bad and doubtful debts (1,130)  (1,319) 

 1,935)  2,386) 
Other debtors 451)  673) 
Prepayments and accrued income 339)  842) 
Amounts due from group undertakings 20)  113) 
    

 2,745)  4,014) 
    
Due after more than one year    
Other debtors                -  1) 
Prepayments and accrued income 97)  123) 

 97)  124) 
    

    
 2,842)  4,138) 

 

14. Creditors: amounts falling due within one year 
 

 2009 
£’000 

 2008 
£’000 

Trade creditors 1,962)  2,401) 
Rent and service charges received in advance 633)  679) 
Taxation and social security 128)  135) 
Other creditors 3,518)  6,242) 
Accruals and deferred income 7,355)  8,826) 

    
 13,596)  18,283) 

 

15. Creditors: amounts falling due after more than one year 
 

 2009 
£’000 

 2008 
£’000 

Debt (note 16) 142,217)  103,209) 

 

16. Debt analysis 
 

 2009 
£’000 

 2008 
£’000 

Due after more than one year    
Bank loans 142,500)  103,500) 
Deferred costs (283)  (291) 

    
 142,217)  103,209) 

 

Debt maturity profile 
 

2009 
£’000 

 2008 
£’000 

After five years 142,217)  103,209) 

 

The bank loans are secured by fixed charges on the social housing stock purchased by Cross Keys Homes on 
October 4, 2004.  An additional 113 newly developed units were charged during the year. 
 
The bank loans are repayable in accordance with long term cash flow projections prepared by Cross Keys 
Homes and approved by our lenders. Capital repayments are currently scheduled to commence in 2012 and 
complete in 2034. 
 

At March 31, 2009 the company had undrawn loan facilities of £67.5million (2008: £107.5million). 
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17. Share capital 
 
The company is limited by guarantee and does not have a share capital. The liability of each member of the 
company is limited to £1 in the event of a winding up. Members have the right to vote at general meetings of the 
company. The Memorandum of Association of the company does not provide any rights to members of the 
company to dividends or distributions on a winding up. 

 
18. Reserves 
 
 Designated 

Reserve 
£’000 

 Revenue 
Reserve 
£’000 

 Total 
 
£’000 

At April 1, 2008 4,000)  (51,861)  (47,861) 
Deficit for the year -)  (13,619)  (13,619) 
Actuarial deficit relating to pension 
scheme 

-)  (1,667)  (1,667) 

Transfers from revenue reserve -)  -)  -) 

At March 31, 2009 4,000)  (67,147)  (63,147) 

 
The board has approved an intercompany subordinated loan to the subsidiary company CKH Developments up 
to a maximum of £4million. The loan will be funded from VAT savings on the property improvements programme, 
which were not allowed for within the transfer business plan. The designated reserve of £4million represents 
amounts set aside from the Company’s VAT savings achieved to date. 

 
19. Housing and letting accommodation in management and development 
 
At the end of the year accommodation in management for each class of accommodation was as follows: 
 
 2009 

No. 
 2008 

No. 
Social housing    
General housing 8,202)  8,072) 
Sheltered elderly housing 1,206)  1,216) 
Hostels and temporary housing 75)  92) 
Shared ownership 116)  76) 
    

Total owned 9,599)  9,456) 
    

Total managed 9,599)  9,456) 
    

    
Non-social housing – market rent 77)  75) 
    

Total Housing 9,676)  9,531) 
    

    
Non-housing lettings – shops 72)  72) 
    

Total owned and managed 9,748)  9,603) 
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20. Financial commitments 
 
Capital expenditure commitments were as follows: 
 

2009 
£’000 

 2008 
£’000 

Capital expenditure    
Expenditure contracted for but not provided in the accounts 4,856)  18,571) 
Expenditure authorised by the Board, but not contracted 9,725)  17,524) 
    

 14,581)  36,095) 

 
The above commitments will be financed primarily through borrowings (£8.4million), which are available for draw-
down under existing loan arrangements, with the balance (£6.2million) funded through social housing grant. 

 
Operating leases 
The payments which the company is committed to make in the next year under operating leases are as follows: 

 
 2009 

£’000 
 2008 

£’000 
Office equipment and computers expiring    
 Within one year -)  -) 
 One to five years 17)  17) 
Motor vehicles expiring    
 Within one year -)  6) 
 One to five years -)  -) 

 17)  23) 

 

21. Contingent liabilities 
 
The company has been notified by the Pensions Trust of the estimated employer debt on withdrawal from the 
Social Housing Pension Scheme (SHPS) based on the financial position of the Scheme as at September, 2008.  
As of this date the estimated employer debt for Cross Keys Homes Ltd was £619,000 (2008: £436,000 based on 
the financial position of the Scheme as at September 30, 2005).  
 

22. Reconciliation of operating surplus to net cash outflow from operating 
22. activities 
 
 2009 

£’000 
 2008 

£’000 
Operating deficit (8,355)  (16,847) 
Depreciation of tangible fixed assets 1,066)  907) 
Impairment of tangible fixed assets 306)  -) 
(Surplus) on disposal of other tangible fixed assets -)  17) 

 (6,983)  (15,923) 
Working capital movements    
First tranche shared ownership properties for sale (1,946)  (541) 
Development land for sale -)  4,864) 
Debtors 1,267)  1,644) 
Creditors (7,268)  1,473) 

Net cash outflow from operating activities (14,930)  (8,483) 

 

23. Reconciliation of net cash flow to movement in net debt 
 
 2009 

£’000 
 2008 

£’000 
Increase/(decrease) in cash 171)  1,867) 
Cash inflow from increase in debt and lease finance (39,008)  (27,009) 

Increase in net debt cash flows 38,837)  25,142) 

Net debt at April 1 101,211)  76,069) 
Net debt at March 31 140,048)  101,211) 
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24. Analysis of net debt 
 

 April 1, 
2008 

 Cash flow  March 31, 
2009 

 £’000  £’000  £’000 
Cash at bank and in hand 1,998)  171)  2,169) 

Cash 1,998)  171)  2,169) 
      

Loans (103,500)  (39,000)  (142,500) 
Loans set up fees 291)  (8)  283) 

Debt (103,209)  (39,008)  (142,217) 
      

Net debt 
 

(101,211)  (38,837)  (140,048) 

 
25. Financial assets and liabilities 
 

The board policy on derivatives and financial instruments is explained in the report of the board on page 4. 
 
Financial assets – interest rate risk profile 
 
Other than short-term debtors, financial assets held are cash at bank. They are sterling denominated and the 
interest rate profile at March 31 was: 
 
 2009 

£’000 
 2008 

£’000 
Floating rate 2,169)  1,998) 
Financial assets on which no interest is earned -)  -) 

 2,169)  1,998) 

 
The floating rate assets attract interest at rates that vary with bank rates. 
 
Financial liabilities excluding trade creditors – interest rate risk profile 
 
The company’s financial liabilities are sterling denominated. The interest rate profile of the company’s financial 
liabilities at March 31 was: 
 
 2009 

£’000 
 2008 

£’000 
Floating rate 67,500)  40,601) 
Cancellable swaps 47,200)  35,099) 
Capped 22,800)  22,800) 
Fixed rate 5,000)  5,000) 

Total (note 16) 142,500)  103,500) 

 
The floating rate financial liabilities comprise bank loans that bear interest at rates based on one, three and six 
month LIBOR, with the exception of a £5million loan tranche which bears interest at bank base lending rate.  
 
The debt maturity profile is shown in note 16. 
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25. Financial assets and liabilities (continued) 
 
Borrowing facilities 
 
The company has undrawn committed borrowing facilities. The facilities available at March 31 in respect of which 
all conditions precedent had been met were as follows: 
 
 2009 

£’000 
 2008 

£’000 
Expiring in one year or less -)  -) 
Expiring in more than one year but not more than two years -)  -) 
Expiring in more than two years 68,500)  107,500) 

 68,500)  107,500) 

 
 2009  2008 
 Book 

value 
 

 Fair value  Book 
value 

 Fair value 

 £’000  £’000  £’000  £’000 
Primary financial instruments held or 
issued to finance the company’s 
operations 

       

Financial assets – cash deposits 2,169)  2,169)  1,998)  1,998) 
Long-term borrowings    142,500)  142,500)  103,500)  103,500) 
        

 

26. Related parties 
 
There are five tenant members of the board: Jill Coddington, Christine Cunningham, Ron Forder, Ted Murray and 
Dulcie Wooler. Their tenancies are on normal commercial terms and they are not able to use their position to 
derive any benefit which is not available to tenants in general. 
 

27. Subsidiary Company 
 
A subsidiary company, CKH Developments Limited  was incorporated on January 17, 2007, company number 
6056212. This company is 100% owned and has been formed for the purpose of pursuing surplus-generating 
opportunities, with surpluses being reinvested in core social housing activity. The company had not traded up to 
March 31, 2009.  The activities of the subsidiary to date are not material, so on this basis Cross Keys Homes has 
not produced consolidated accounts. 


