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The Holimes Care (Group) Limlted

Group Strategic Report
For the Year Ended 31 Macch 2017

Introduction and princlpal activities
'The Directors present their Strategic Report and the financial statements for the year ended 31st Match 2017,

The Group's principat activity is the operation of nussing homes. The company’s principal activity is that of 2
holding company for the other companies in the Guoup.

Business review

The year to 2017 has scen significant improvements in the group which has created a strong platform for the futare
growth of the business in what remains a very challenging market environment, At the end of March 2017, the
Group simplified its lepat structure so thae all its trading operations (bar Cranham) now sit within one subsidiary,
This simplification of the administravon of the business, has enabled the coatinued focus, and additional
investment to strengthen the operational and senior management team. The objective is to ensure that all homes
provide a high-quality service. The Board are pleased to report that the actions taken have resulted in an increase of
inspection grades in most of its services across the group.

The Board are very encouraged to report that despite the market pressures, turnover has increased by 11.7%
£28,049,420 [2016: £25,106,134]. This is a direct consequence of the additional focus that has been brought on
standards which has resulted in the higher occupancy which has driven turnover,

The staffing challenge however still remains, Ensuring the right quality and quantity of staff in the homes to deliver
the guality standards the Group are aiming to achieve is a constant battle, This had been made worse by the current
political uncerrainties. The objective in 2017 was to reduce Agency staff usage but the demands of the business
meant that this was not achieved which reduced the overall gross margins. This remains an area of significant focus
and HR policies to recruit and retain good quality staff have been put in place in 2017 to reduce the level of agency
in 2018.

There were however reduced costs in Administrative expenses and whilst some of this was the impact of some one
off costs from FRS 102 adoption in 2016, it also reflected the improved operational controls in the business.

This net impact has seen an increase of 142% in the Operating Profit, £2,768,591 [2016: £1,139,569].

Interest costs have also reduced in the year as a result of the simplification of the loan structure and a furthex
reduction in the base rate.

This helped the Group to achieve » profit hefore taxation of £1,650,021 (2016: loss £221,864).

The Board believe that in a highly competitive market and in a year of change for the Group this is an excellent
result.

Group ethos and averall objectives

During 2017, the Holmes Care Group completed the restructure of the organisation resulting in the consolidation
of several subsidiary companies into a more cost effective and streamlined structure,

The Group is also actively looking to improve its overall procedures and processes 1o enhance the standard of care
in its homes and generating sttong returns to enable continued investment in the assets of the business,

The staff employed by the group are vital to its continued success. Average staff numbers for the period were 1,124
(2016: 1,059). Staff levels are regularly monitored by the group to ensure that the quality of service and cace is
maintained. Additional investment in staff training and engagement demanstrates the group’s focus on tetaining
staff and improving quality of care,
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The Holmes Care (Group) Limited

Group Strategic Report

For the Year Ended 31 Macch 2017

Principal risks and uncertainties
The principal risks of the business are twofold.

Firstly fee income. A significant element of the fee income is funded by local authoriries who are under increasing
pressures on their own budgets. The Group have adopted an active management approach o ensure that they wark
closely with local authoritics and the reorganisation in 2017 has strengthened the operations capability in this acea.
Secondly, the challenge in finding good quality statf and the increasing costs of labour, The difficulty in staff
recruitment results in higher usage of more expensive agency statf, and the living wage is driving up the cost of
employed staft, The tacal authonty budgers are nor augmented by these increases. The Group have implemented
actions in 2017 to reduce the level of agency stall in the business and to ensure higher productivity from the
employees.

‘The Group has significant properties included on its balance sheets with loan finance secured on these propertics.
Interest rate fluctuations ace a threat to the Group and the Directors closely monitor interest rate movements
accordingly.

The Group aims to minimise financial risk by the Directors preparing profit and cashflow forecasts, monitoting
petformance against these, and ensuring that adequate financing arrangemeits are in place.

Credit risk is minimised through the use of rigorous credit checks and credit limits which form an integral part of
the Group's internal controls.

Key performance indicators

The key performance indicators used by the Directors to assess the performance of the Group are turnover,
occupancy rates, staffing levels and staff costs, EBITDA and net assets. The Group has significant praperties
included on its balance sheets with loan finance secured on these properties, Interest rate fluctuations are a threat to
the Group and the Directoss closely monitor interest rate movements accordingly.

Future devealopments

The Directors are confident that the group will continue to show sustained growth and will inctease profitability in
future periods within a simplified group structure,

EBITDA margin growth for the entire group is expected to be delivered through further operational improvements

and cost efficiencies being implemented across all the homes,

roved by the board on “f_M Decem btr 1013 and signed on its behalf,

This report was a

McS1a
Director
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The Holmes Care (Group) Limited
: 1

Directors' Repott

For the Year Ended 31 March 2017

The directors present their report and the financial statements for the year ended 31 March 2017,

Results and dividends

The profit for the year, after taxation and minority intcrests, amounted to £1,522,299 (2016 - loss £410,264),
Dividends of £200,000 (2016 - £200,000) have been paid out during the year.

Directors
‘The directors who served during the year were:

Mr 8§ Lakhani
T Lakhani

Employee Involvement

The group cecognises the importance of employee involvement in increasing employees understanding of the
organisation, utilising their talents, enabling them to influence decisions and thereby encouraging conunitment to
the goals of the organisation.,

The group believes that such involvement will improve cfficiency, quality, increase job satisfaction and encourage an
environmment of co-operation.

In recognition of the jmportance of employee involvement the group has devoted considerable time and effort to
ensuring that employees are well informed about those aspects of its business which affect them,

Disabled employees

In line with the policy on equal oppottunitics, the group endeavours to fulfil its responsibilities towards disabled
persons. In all job functions active consideration is given to the employment of disabled persons and all such
vacaricies are advised to the approptiate Job Cenltte to assist in this matter,

Where existing employees become disabled, it is the group's policy wherever practicable to provide continuing

employment under normal tetms and conditions and to provide training and career development and promotion to
disabled employees wherever appropriate,
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The Holmes Care {Group) Limited

Ditectors' Report (continued)
For the Year Ended 31 March 2017

Directors' responsibllitles statement

The directors are responsible for preparing the Group strategic report, the Directors' report and the
consolidated financial statements in accordanee with applicable law and regulitions.

Company law 1equites the disecions 1o prepare financial statements for each financial year, Under that law the
directors have elected to prepare the financial statements in accordance with applicable taw and United Kinpdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including Financial Reporting
Standatd 102 “U'he Financial Reporting Standard applicable in the UIC and Republic of Ircland'. Under Company law
the directors must not approve the financial starements unless they are satisfied rthat they give a true and fair view of
the state of affairs of the Company and the Group and of the protit or loss of the Group for that period. 1n
preparing these financial statements, the directors are required to:

) select suitable accounting policies for the Group's financial statements and then apply them consistendy,
. make judgements and accounting estimates that are reasonable and prudent;
) state whether applicable UK Accounting Standards have been followed, subject to any material departures

disclosed and explained in the financial statements;

. ptepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Group will continue in business.

The ditectors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accuracy at any time the financial position of the Company
and the Group and enable them to ensure that the financial statements comply with the Companies Act 2006. They
ate also responsible for safeguarding the assets of the Company and the Group and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities.

Disclosure of information to auditoyr

Each of the persons who are directors at the time when this Directots' repott is approved has confirmed that:

. so far as the dircctor is awate, there is no relevant audit information of which the Company and the Group's
auditor is vnaware, and

) the directot has taken all the steps that ought to have been taken as a director in ordet to be awate of any
relevant audit information and to establish that the Company and the Group's auditor is aware of that
information.

Post balance sheet events
There have been no significant events affecting the Group since the year end.

Auditor

The auditor, Grant Thornton UK LLP, will be proposed for reappointment in aceordance with section 485 of the
Companies Act 2006.

This report was approved by the board on R D ecem ber ZO 1t and signed on its behalf.

LA

Mr S Lakhani
Ditector
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GrantThornton

Independent Auditor's Report to the Members of The Holmes
Care (Group) Limited

We have audited the financid statements of The Holmes Care (Group) Limited for the year ended 31 March 2017,
which compuise the consolidated Statement of comprehensive income, the consolidated and Company Balance
sheets, the consolidated and Company Statements of changes in equity, the consolidated Statement of cash flows
and the related notes, The financial reporting framework that has been applicd in their preparadon is the applicable
law

and the United Kingdom Accounting Standards (United Kingdom Generally Accepred Accounting Practiece),
(United Kingdom Generally Accepted Accounting Practice}, including Finaacial Reporting Standasd {02 "The
Financial Reporting Standard applicable in the UK and Republic of [relind.

‘This report is made solely to the Company's membets, as a body, in aceordance with Chapter 3 of Part 16 of the
Companies Act 2006. Out audit work has been undertaken so that we might state ro the Company's members thase
matters wc are requited to state to them in an Auditor's report and for no other pucpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company's
membets as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of Directors and Auditor

As explained more fully in the Directors' responsibilitics statement on page 4As explained mote fully in the
Directors' responsibilities statement on page 4, the directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair view. Our responsibility is to audit and express an
opinion on the financial statements in accordance with applicable law and International Standards on Auditing (UK
and Ireland), Those standards requirc us to comply with the Auditing Practices Board's Ethical Standards for
Auditors.

Scope of the audit of the financlal statemants

A description of the scope of an audit of financial statements is provided on the FRC Ethical Standards website at
www.fre.orpuk /anditscopeukprivate.

Qpinion on financial statements

In our opinion the financial statements:

. give a true and fair view of the state of the Group's and the parent Company's affairs as at 31 March 2017
and of the Group's profit for the year then ended;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Pracrice;
and

. have been prepated in accordance with the requirements of the Companies Act 2006.
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GrantThornton

Independent Auditot's Report to the Members of The Holmes
Care (Group) Limited (continued)

Opinion on other matters prescribed by the Companies Act 2006

In our opinion, based on the work underiaken in the course of the audit:

. the information given in the Group strategic report and the Directors' repore for the financial year for which
the financial statements are prepaied is cansistent with those fimancial statements; and
. the Group strategic repart and the Directous' report have been prepared in accordance with applicable legal

requircments.
Matters on which we are required to report under the Compantes Act 2008

In the light of the knowledge and understanding of the parent Company and its environment cbtained in the course
of the audit, we have not identified material misstatements in the Group strategic report and the Ditectors' veport.

Matters on which we are requlred to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us ta report
to you if, in our opinion:

. adequate accounting records have not been kept by the parent Company, or returns adequate for our audit
have not been received from branches not visited by us; or

. the parent Company financial statements are not in agreement with the accounting records and returns; or

. certain disclosures of directors' remuneration specified by law are not made; or

. we have not received all the information and explanations we require for our audit,

James Brown LLB ACA (Senior statutory auditor)
for and on behalf of

Grant Thornton UK LLLP?

Chartered Accountants

Statutory Auditor

Ipswich

Date:
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The Holmes Care {Group) Limlted

Consolidated Statement of Comprehensive Income

For the Year Ended 31 Marcch 2017

Turnover
Cost of sales
Gross profit

Administrative expenscs

Other operating income
Operating profit

Interest reccivable and similar income

Interest payable and expenses
Profit/ (loss) before taxation
Tax on profit/{foss)

Profit/ {loss} for the financial year

Unrealised surplus on revaluation of tangible fixed assets and associated

deferred tax

Other comprehensive income for the year

Total comprehensive income fot the year

Profit/(loss) for the year attributable to:

Non-contrelling interests

Owners of the parent Company

Total comprehensive income for the year atteibutable to:

Non-controlling interests - equity movement

Owners of the parent Company

Note

4

10
11

12

2017 2016
£ L
28,049,420 25,106,134
(19,917,802)  (16,536,193)
8,131,618 8,569,94]
(5,400,176)  (7,486,480)
37,149 56,108
2,768,591 1,139,569
3,331 ;
(4,121,901) (1,361,433
1,650,021 (221,864)
(127,722)  (188,400)
1,522,299 (410,264)
—— - |
829,822 2,449,207
829,822 2,449,207
2,352,121 2,038,943
51,466 (120,563)
1,470,833 (289,701)
1,522,299 (410,264
92,922 (120,563)
2,260,199 2,159,506
2,352,121 2,038,943
] - —————————
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The Holmes Care (Group) Limited
Registered number:05794940

Consolidated Balance Sheet
As at 31 March 2017

Note
Fixed assets
Intangible assets 5
Tangible assets 16
Curtent assets
Debtors: amounts falling due within one year 18
Cash at bank and in hand 19

Creditors: amounts falling due within one year 20

Net current (liabilities) /assets

‘Total assets less current liabilities

Creditors: amounts falling due after more
than one year 21

Provisions for labilities

Deferred taxation 23

Net assets

2,869,545
707,337

3,576,882

(5,886,040)

(2,974,103)

2017
£

20,738
63,761,432

63,782,170

(2,309,158)

61,473,012

(32,800,713)

(2,974,103)

25,698,196

8,513,800
459,335

8,973,135

(7,764,677

(3,987,686)

2016
£

(11,610)
60,454,413

60,442 803

1,208,458

61,651,261

(34,117,500)

(3,987,686)

23,546,075
S
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The Holmes Care (Group) Limited
Registered number:05794940

Consolidated Balance Sheet (continued)
As at 31 March 2017

2017 2016
Note £ £

Capital andl reserves
Called up share capita) 24 150,000 150,000
Revaluation reserve 25 6,323,390 5,493,568
Merger resetrve 25 16,205,886 16,205,886
Proftt and loss account 25 1,267,194 37,817
Equity attributable to owners of dhe  ——— e
parent Company 23,946,470 21,887,271
Non-controlling interests 1,751,726 1,658,804
25,698,196 23,546,075
E— e —§ p——— - —

The financial statements were approved and authorised for issue by the board and wesc signed on its behalf on

LiMBectmber 1015,

Mr S Lakhani
Director

The notes on pages 16 to 35 form part of these financial statements,
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The Holmes Care (Group} Limited
Reglstered number:05794940

Company Balance Sheet

As at 31 March 2017

Fixed assets
Tangible assets

investments

Current assets

Pyebtors: amounts falling due within one year

Cash at bank and in hand

Creditors: amounts falling due within one year

Net curtent assets

Total assets less cutrent liabilities

Creditors: amounts falling due after more
than one year

Net assets

Capital and reserves

Called up share capital

Profit and loss account

Note

16
17

18

19

20

21

24
25

2017

5,802
205,764

211,566

37,696,925

696,608
38,393,533
(5,633,436)
32,760,097
32,971,663
(32,800,713)
170,950
]
150,000
20,950
170,950
- ———

39,836,823
175,736

40,012,559
(5,771,171)

2016

3,834
156,107

D e

153,041

34,241,388
34,395,329

(34,117,500)

277,829

[ ————— ]

150,000
127,829

277,829

— —1

The financial statements were approved and authorised for issue by the board and were signed on its behalf on

lih Dpcember 1O .

.

A

Dirtector
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The Holmes Care (Group) Limited

Company Statement of Changes in Equity
For the Year Ended 31 Match 2017

Called up Profit and
share capital loss account ‘Total equity

£ £ £
Ae L April 2016 150,000 127,829 277,829
Comprehensive income for the year
Profit for the year - 93,121 93,121
Tatal comprehensive incame far the year ) 93,121 93,12t
Conmuributions by and distributions to owners
Dividends: Equity capital - (200,000) (200,000)
Toral transactions with owners - (200,000) (200,000)
At 31 March 2017 150,000 20,950 170,950

Company Statement of Changes in Equity
For the Period Ended 31 Match 2016

Catled up Profit and
share capital loss account Total equity

£ £ £
Av1l April 2015 150,000 316,077 466,077
Comprehensive income for the year
Profit for the year - 11,752 11,752
Total comprehensive Income for the year : 1,752 1,752
Contributions by and distributions to owners
Dividends: Equity capital - (200,000) (200,000)
Total transactions with owners - (200,000) (200,000)
At 31 March 2016 150,000 127,829 277,829

The notes an pages 16 to 35 form part of these financial statements.
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The Holmes Care (Group) Limited

Consolidated Statement of Cash Flows
For the Year Ended 31 March 2017

Casgh flows from operating activities
Protit/(loss) for the {Inancial year
Adjustments for:

Amortisation of intangible assets
Depreciation ol tangible assets
Impairments of tixed assets

laterest paid

Interest received

‘Taxation charge

Decrease in debtors

(Dectease) in creditors

Net fair value losses/(gains) recognised in P&L
Corporation tax (paid)

Net cash generated from operating activitics

Cash flows from investing activities

Putchase of tangible fixed assets

Cash acquired on acquisition of subsidiary
Interest received

HP interest paid

Cash disposed on disposal of subsidiary

Net cash from investing activites

2017 2016
£ £
1,522,299 (410,264)
(2,249) 49,415
1,508,066 1,563,933
- 867,157
1,121,901 1,632,472
(3,331) 108
127,722 188,400
1,064,049 1,219,554
(2,299,710)  (921,876)
- (271,039)
(257,280)  (929,311)
2,781,467 2,988,549
(265,085)  (347,384)

107 -

3,331 -
(565) (3,685)
- (108)
(262,212)  (351,177)
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The Holmes Care (Group) Limited

Consolidated Statement of cash flows (continued)
For the Year Ended 31 March 2017

2017 2016
£ £
Cash flows from financing activities

New secured loans 1,500,000 36,500,000
Repayment of loans (2,440,454)  (38,254,353)
Repayment of /new finunce ledses (9,268) (14,469}
Dividends paid (200,000) {200,000)
Interest paid (1,121,336 (1,628,787
Net cash used in financing activities (2,271,058)  (3,597,609)
Net increase/(deccease) in cash and cash equivalents 248,197 {960,237)
Cash and cash equivalents at beginning of year 459,140 1,419,377
Cash and cash equivalents at the end of year 707,337 459,140

Cash and cash equivalents at the end of year camprise:
Cash at bank and in hand 707,337 459,335
Bank overdrafts - (195)
707,337 459,140
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The Holmes Care (Group) Limited

Notes to the Financial Statements
For the Year Ended 31 March 2017

1.

General Information

The Holmes Care (Group) Limited is private company limited by shares incorporated in England and Wales.
The registered office address is 228 St Mary's Lane, Upminster, Essex, RM 14 3DH.

Atccounting policies

2.1

2.2

Basis of preparation of financial statciments

The financial statements have heen prepared under the historieal cose convention as modified by the
revaluation of freehold property and in accordance with Financial Reporting Standard 102, the Financial
Reporting Standard applicable in the UK and the Republic of Ireland and the Companics Act 2006.

The preparation of financial statements in comphiance with FRS 102 requires the use of certain critical
accourtting estimates. le also requites Group management to exercise judgment in applying the
Company's accounting policies (sec note 3).

The Group's financial statements have been prepared in compliance with FRS 102 as it applies to the
financial statements of the Group for the year ended 31 March 2017.

The following principal accounting policies have been applied:

Going concern

The Group has a substantial property portfolio from which it operates its nursing homes. At the year

end these were financed through loan facilities with one funder, The Group refinanced its loan facilities
during the year and the ditectars are satisfied that the Group has the financing available 1o meet its
needs for the foresceable future, The directors have prepared cash flow forecasts to M December 2018
which show continued cash generation for the Group and no requirement for further funding beyond

the new facility.

After consideting the above the directors have a ecasonable expectation that the Group will have
adequate resources to continue in operational existence for the foreseeable future. For these reasons,
they continue to adopt the going concern basis in preparing the financial statements.
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The Holmes Carp (Group) Limited

Notes to the Financial Statements
For the Year Ended 31 March 2017

2.

Accounting policies (continued)

23

2.4

Basis of consolidation

The consolidated financial statements present the results of the Hohnes Care (Group) Limited and ats
own subsidiaries ("the Gioup™) as if they form a single entity. Intercompany transactions and balances
between group companics are therefore eliminated in full,

The consolidated financial statements incorporate the results of business combmations using the
purchase method, In the Balince sheet, the acquitee’s identifiable asscts, liabilities and contingent
Liabilities are initially recognised at their fair values at the acquisidon date. The 1esults of acquired
operations are included in the Consolidated statement of comprebensive income from the date on
which control is obtained. ‘They are deconsolidated from the date control ceases.

In accordance with the transitional exemption available in FRS 102, che Group has chosen not to
retrospectively apply the standard to business combinations that occurred before the date of traasition
to RS 102, being 31 July 2014,

Therefore, the Group continues to recognise 2 metger teserve which arose on a past business
combination that was accounted for as a merger in accordance with UK GAAP as applied at that dme,

The following subsidiaty companies have claimed exemption from audit under the provisions of secton
479A of the Companies Act 2006. The Holmes Care (Group) Limited has provided a guarantee over
those subsidiaries' liabilities under section 479C of the act:

Aviemore Homes Limited

Central Care Limited

Flagship Tower (Greenock) Limited
Heatherfield Community Care Limited
Lakewood Limited

The Holmes Care Limited

The Holmes Cate (Bathgate) Limited
The Holmes Care (Greenock) Limited
The Holmes Care Group (GB) Limited
The Holmes Care Holdings Limited
Tower Bridge Homes Care (Central Care) Limited

Revenue

Turnover comprises revenue recognised by the company in respect of the provision of care through the
operation of a nursing home during the period. Revenue is recognised based on the period for which
the care has been provided.
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The Holmes Care {Group) Limited

Notes to the Financial Statements
For the Year Ended 31 Marcch 2017

2. Accounting policies (continued)

2.5

2.6

2.7

Intangible assets

Goodwill

Goadwill represents the difference berween amounts paid on the cost of a business combination and
the acquirer’s interest in the fair value of the Group's share of its identifable assets and Labilities of the
acquiree at the date of acquisition. Subsequent 1o initial recogniion, gondwill is measvred ar cost less
accumulated amortisation and accumulated impainnent losses. Goodwill is amottised on a straight line
basis to the Consolidated Stateient of comprehensive income over its uselul economic life of ten years.

Tangible fixed assets

Tangible fixed assets under the cost model ave stated at historical cost less accumulated depreciation and
any accumulated impairment losses. Historical cost includes expenditure that is directly attributable to
bringing the agset to the location and condition necessary for it to be capable of operating in the manner
intended by management,

Land is not depreciated. Depreciation on other assets is charged so as to allocate the cost of asscts less
their residual value over their estimated useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Freehold property - 2% Straight Line
Motor vehicles - 20% - 22% Straight Line
Fixtures and fittings - 20% - 48% Straight Line

The assets’ residual values, useful lives and depreciation methods are reviewed, and adjusted
prospectively if appropriate, or if there is an indication of 2 significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and
ate recognised in the Consolidated statement of comprehensive income.

Revaluation of tangible fixed assets

Individual freehold and leasehold properties are carried at fair value at the date of the revaluation less
any subsequent accumulated depreciation and subsequent accunmulated impairment losses. Revaluations
are undertaken with sufficient regularity to ensure the carrying amount does not differ materially from
that which would be determined using fair value at the Balance sheet date.

Fair values are determined from market based evidence normally undertaken by professionally qualified
valuets.

Revaluation gains and losses are recognised in the Consolidated statement of comprehensive income
unless losses exceed the previously recognised gains or reflect a clear consumption of economic
benefits, in which case the excess losses are recognised in profit or loss.
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The Holmes Care (Group) Limited

Notes to the Financial Statements
For the Year Ended 31 March 2017

2.

Accounting policies (continued)

2.8

2,10

21

Valnation of investments

Investments 1n subsidiaries are measured at cost less accumulated imparcment. Where merger relief is
applicable, the cost of the investment in a subsidiary undertaking is measured at the nominal value of
the shares issued together with the fair value of any additienal consideration paid.

Debtors
Shott term deblors ave measured at transaction price, less any impairment.
Cash and cash equivalents

Cash is represented by cash in hand and depaosits with financial institutions repayable without penalty on
notice of not more than 24 hours. Cash equivalents are highly liquid investments that matare in no more
than three months from the date of acquisition and that are readily convertible to known amounts of
cash with insignificant risk of change in value,

In the Consolidated statement of cash flows, cash and cash equivalents ate shown net of bank
overdrafts that are repayable on demand and form an integral part of the Group's cash management.

Einancial instruments

The Group only enters into basic financial instruments transactions that result in the recognition of
financial assets and labilities like trade and othet debtors and creditors, loans from banks and other
third parties and loans to related parties.

Debt instruments (other than those whally repayable or receivable within one year), including loans and
other accounts receivable and payable, are initially measured at present value of the future cash flows
and subsequently at amortised cost using the effective intcrest method. Debt instruments that are
payable or yeceivable within one year, typically trade payables or receivables, are measured, initially and
subsequently, at the undiscounted amount of the cash or other consideration expected to be paid or
received. However if the arrangements of a short-rerm instrument constitute a finaneing transaction, like
the payment of a trade debt deferred beyond normal business terms or financed at a rate of interest that
is not a market ratc ok in case of an out-right short-term loan not at market rate, the financial asset or
liability is measured, initiaily, at the present value of the future cash flow discounted at a market rate of
interest for a similar debt instrument and subsequently at amortised cost.

Financial assets that are measured at cost and amortised cost are assessed at the end of each reporting
period for objective evidence of impeirmeat, If abjectdve evidence of impaitment is found, an
impairment loss is recognised in the Consolidated statement of comprehensive income..

For financial assets measured at cost less impairment, the impairment loss is measured as the difference
between an asset’s caurying amount and best estimate of the recoverable amount, which is an
approximation of the amount that the Group would receive for the asset if it were to be sold at the
balance sheet date.

Financial assets and liabilities are offset and the net amount reported in the Balance sheet when there is
an enforceable right to set off the recognised amounts and there is an intention to settle on a net basis
or 1o realise the asset and settle the Bability simultaneously.
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The Holmes Care {Group) Limited

Notes to the Financial Statements
For the Year Ended 31 March 2017

2,

Accounting pollicies (continued)

2.12 Creditors

Short term creditors are measured ar the transacton prce. ther financil liabilities, including hank
lnans, are measured initially at fair value, net of transaction costs, and are measured subsequently ai
amortised cost using the effective interest method.

2.13 Tinance cosis
Finance costs are charged to the Consalidated statement of comprehensive income over the term of the

debt using the effective interest method so that the amount charged is at a constant ratc on the carrying
amount. [ssuc costs are imtially tecognised as a reduction in the proceeds of the associated capital

instruiment.
2.14 Dividends

Equity dividends ave recognised when they become legally payable. loterim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at an
annual general meeting,

2,15 Qperating leases: the Group as lessee

Rentals paid under operating leases are charged to the Consolidated statement of comprehensive
income on a straight line basis over the lease term,

2.16 Pensions
Defined contribution pension plan
The Group operates a defined contribution plan for its employees. A defined contribution plan is a
peasion plan under which the Group pays fixed contributions into a separate entity. Once the
contributions have been paid the Group has no further payments obligations.
The contributions are recognised as an expense in the Consolidated statement of comprehensive income
when they fall due. Amounts not paid are shown in accruals as a liability i the Balance sheet. The assets
of the plan are held separately from the Group in independently administered funds.

2.17 Interest income

Interest income is recognised in the Consolidated statement of comprchensive income using the
effective interest method.

2.18 Borrowing costs

All borrowing costs are recognised in the Consolidated statement of comprehensive income in the yeat
in which they are incurred.



The Holmes Care {(Group) Limited

Notes to the Financial Statements
For the Year Ended 31 March 2017

2, Accounting policles {continued)

2,19 Provisions for liabilities

Piovisions are made where an event has taken place that gives the Group i legal or constructive
obligation that probably requires scttlement by a transfer of economic henefiy, and a reliable estimace
can be made of the amount of the obligation.

Provisions are chavged as an expense o the Consolidated statement of comprehensive income in the
year that the Group becomes aware ol the obligation, and are measured at the best estimate at the
Balance sheet date of the expenditure required to setde the oblipation, taking into aceount relevant risks
and uncertainties,

When payments are eveniually made, they are charged to the provision carried in the Balance sheet,

2.20 Current and deferred taxation

The tax expense for the year comprises current and deferred tax, Tax s recognised in the Consolidated
statement of comprehensive income, except that a change atuiibutable to an item of income and expense
recognised as other comprehensive income ot to an item recogaised directly in equity is also recognised
in other comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the balance sheet date in the countries where the Company and the Group
operate and generate income.

Deferred tax balanees are recognised in respect of all dming differences that have originated bur not

reversed by the Balance sheet date, except that:

. The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits;

. Any deferred tax balances are reversed if and when all conditions for reraining associated tax
allowances have been met; and

. Where they relate to timing differeaces in respect of interests in subsidiaries, associates, branches
and joint ventures and the Group can control the reversal of the timing differences and such
reversal is not considered probable in the foreseeable Future.

Deferred tax balances ate not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
asscts acquired and the future tax deductions avaitable for them and the differences between the faic
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and Jaws that have been enacted or substantively enacted by the balance sheet date.
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The Holmes Care (Group) Limited

Notes to the Financial Statements
For the Year Ended 31 March 2017

3.

5.

Judgements in applying accounting policies and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assees and liabilities as at the balance sheet date and the
amounts reported for revenues and expenses during the year. The key areas of judgement and estimation

uncetlainty are set out below:

Revaluation of property

"The Group carrics its frechold property at valuation and the direcrors engaged an independent valuation
specialist to deternune the faie value of the frechold property on a periodic basis, Freehold property is vatued

on an open market value basis in accordance with the requirements of RS 102,

Bad debt provision

"Fhe Group makes a provision for bad debts in the financial statements. The bad debt provision is

calculated hased on the nature and the ageing of the debt.

Turnover

The whole of the tutnover is attributable to the principal activity of the group.

All turnover arose within the United Kingdom.

Other operating income

Other operating income

Profit on disposal of subsidiaries

Operating profit

The operating protit is stated after charging:

Depreciation of tangible fixed assets
Amortisation of intangible assets, including goodwill

Fees payable to the Group's auditor and its associates for the audit of the
Company's annual financial statements

Other operating lease rentals

Defined contribution pension cost

2017 2016

£ £
37,149 26,193
- 29,915
37,149 56,108

fo————_____ ]

2017 2016

4 £
1,508,066 1,563,933
(2,249) 49,415
37,750 62,500

- 14,080
78,466 65,515
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The Holmes Care {Group) Limited

Notes to the Financial Statements
For the Year Ended 31 March 2017

7.

10.

Auditor's remuneration

Fees payable to the Group's anditor and its associates for the audit of the
Group's annual finaacial statements

Fees payable to the Group's auditor and its assoclates in respect
of:

Taxation compliance se1vices

Employees

Staff costs, including directors' remuneration, were as follows:

Wages and salaries
Social security costs
Cost of defined contribution scheme

The average monthly number of employees, including the directors, during the year was as follows:

Directors' remuneration

Directors' emoluments

Interest racelivahle

Other interest receivable

2017 2016
L A
37,750 62,500
24,000 27,000
As restated
2017 2016
£ £
16,124,057 14,609,948
1,062,052 914,101
78,466 65,515
17,264,575 15,589,564
2017 2016
No. No.
1,124 1,059
2017 2016
L £
22,981 31,196
22,981 31,196
—————
2017 2016
£ £
3,331 -
3,351 -
e ———

Paga 23



The Holmes Care (Group} Limited

Notes to the Financial Statements
For the Year Ended 31 March 2017

11. [Interest payable and similar charges

2017 2016

£ £

Bank interest payable 1,§21,336 1,658,744
Fair value movenent on interest rate swap - (271,039
Other interest payable 565 (29,957
Finance leases and hire purchase contracts - 3,685

1,121,901 1,361,433

j——=

42. Taxation

2017 2016
£ L

Corporation tax
Current tax on profits for the year 533,080 357,684
Adjustments in respect of previous periods (221,603) 6,650
Total current tax 311,483 364,334

—  ———

Deferred tax

Qrigination and reversal of timing differences (183,761) (154,844)
Adjustiments in respect of previous periods - (21,090)
Taotal deferred tax (183,761) (175,934)
——————————mm R
Taxation on profit on ordinary activities 127,722 188,400
e — e
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The Holmes Care (Group) Limited

Notes to the Financial Statements
For the Year Ended 31 Match 2017

12,

13,

14.

Taxation {continued)

Factors affecting tax charge for the year

The tax assessed for the year is higher than (2016 higher than) the seandard rate of corporation tax in the

UK of 20% (2016 - 20%). The differences are explained below:

Profit/{Ioss) on ordinary activitics before tax

Profit/(loss) on ordinary activities multplied by standard aate of corporation
tax in the UK of 20% (2016 - 20%)

Effects of:

Non-tax deductible amortsation of goodwill 2nd impairment

Expenses not deductible for tax putposes, other than goodwill amortisation
aad impzirment

Fixed asset differences

Adjustiments to tax charge in respect of prior periods
Non-taxable income

Adjustment to deferred tax in respect of prior periods

Adjust deferred tax to closing rate

Total tax charge for the year

Dividends

Dividends paid

Parent company profit for the year

2017 2016
£ L

1,650,021 (221,864)
330,004 (44,373)
(450 9,383

3,691 210,037
137,130 114,272
(221,603) 6,650

- @1)

- (21,090

(121,050) (86,958)
127,722 188,400
2017 2016

£ £

200,000 200,000
200,000 200,000
p———————

The Company has taken advaniage of the exemption allowed under section 408 of the Companies Act 2006
and has not presented its own Statement of comprehensive income in these financial starements. ‘The profit

after tax of the parent Company for the year was £93,121 (2016 - £11,752).
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The Holmes Care (Group) Limited

Notes to the Financial Statements
For the Yeatr Ended 31 March 2017

15. Intangible assets

Group
Negative
Goodwill goodsvill Total
£ £ £

Cost
At Apwil 2016 774,917 (280,772) 494,145
Additions 30,099 - 30,099
At 31 March 2017 805,016 {280,772) 524,244
Amortisation
At 1 April 2016 749,089 (243,334) 505,755
Charge for the yeatr 25,828 {28,077) (2,249)
At 31 March 2017 774,917 {271,411) 503,506

Net book value

At 31 March 2017 30,099 (9,361) 20,738

L ——————— . ——— I — ... —]

At 31 Magch 2016 25,828 (37,438) (11,610)

— _ ————— - —— ]



The Holmes Care {Group) Limited

Notes to the Financial Statements
For the Year Ended 31 March 2017

16. Tangible fixed assets

Group
Freehold Motor Fixtures and
property vehicles fittings Total
£ £ £ £
Cost or valuation
At Apnl 206 59,824,833 230,054 2,848,686 62,903,573
Additions - - 265,085 265,085
Acquisition of subsidiary 4,550,000 - - 4,550,000
At 31 March 2017 64,374,838 230,054 3,113,773 67,718,663
Depreclation
At 1 Apri] 2016 - 186,096 2,263,069 2,449,165
Charge for period 1,196,400 30,263 281,403 1,508,066
At 31 March 2017 1,196,400 216,359 2,544,472 3,957,231
Net book value
At 31 Maech 2017 63,178,438 13,695 569,299 63,761,432
At 31 Maxch 2016 59,824,838 43,958 585,617 60,454,413
The net book value of land and buildings may be further analysed as follows:
2017 2016
£ £
Freehold 63,178,438 59,824,838
' 63,178,438 59,824,838

Included in group frechold property is land not subject to depreciation of £5,879,275 (2016 - £5,879,275).
Included in fixed assets are land and buildings and other assets of £4,550,000 (2016 - £nily which are

awaiting construction and are therefore not depreciated.

The frechold land and bu.ildings were revalued in February 2016 by Jones Lang Lasalle, on an open market

values basis, in accordance with the RICS Appraisal and Valuation Manual.
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The Holmes Care (Group) Limited
Notes to the Financial Statements
For the Year Ended 31 March 2017

16. Tangible fixed assets (continued)

If the land and buildings had not been included at valuation they would have been included wnder the
historical cost convention as follows:

2017 206
£ 4
Group
Cost 34,645,602 34,645,602
Accumulated depreciation (2,528,249  (2,332,148)
Net book value 32,117,353 32,313,454
Company
Fixtures and Office
fittings equipment Total
£ £ £
Cost or valuation
At 1 April 2016 1,604 2,898 4,502
Additians 2,712 1,548 4,260
At 31 Maech 2017 4,316 4,446 8,762
Depraciation
At 1 April 2016 57 3t 663
Charpe for period 810 1,482 2,292
At 31 March 2017 1,167 1,793 2,960
At 31 March 2017 3,149 2,653 5,802
p—————— L — — —————
At 31 March 2016 1,247 2,587 3,834
.
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Notes to the Financial Statements
For the Year Ended 31 March 2017

17,

18.

19.

Fixed asset investiments

Company

Shares in group

undertakings

£
At T Apit 2016 150,107
Additions 55,657
At 31 March 2017 205,764
At 31 March 2017 205,764
———— &~
150,107
At 31 March 2016
Debtors
Group Group  Company Company
2017 2016 2017 2016
£ £ £ £
Trade debtors 2,144,324 3,368,371 - -
Amounts awed by group undertakings - - 37,609,003 39,389,914
Amounts owed by joint ventures and associated
undertakings 43,911 4,580,211 - 359,077
Other debtors 301,415 112,323 87,832 87,832
Prepayments and accrued income 383,895 452,895 - -
2,869,545 8,513,800 37,696,925 39,836,823
—————omne =
Cash and cash equivalents
Group Group  Company Company
2017 2016 2017 2016
£ £ £ £
Cash at bank and in hand 707,337 459,335 696,608 175,736
Less: bank overdrafts - (195) - (195)
707,337 459,140 696,608 175,541
———————— - B —— i ———————
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20,

24,

Creditors: Amounts falling due within one year

Bank overdealts

Bank loans

Trade credirors

Amounts owed to group underiakings
Amounts owed to other participating interests
Corporation tax

Other txation and social sccurity

Obligations under {inance lease and hire
purchase contracts

QOther creditors
Accruals and defereed income

Bank loans are secured on the group's freehold land and buildings by HSBC.

Group Group  Company Company
2017 2016 2017 2016
£ L £ £
- 195 - 195
2,676,333 2,200,000 2,576,333 2,200,000
447,414 1,389,002 - 236,375
. ] 3,033,824 1,380,734
48,891 24,478 . ;
533,086 478,880 23,279 79,358
241,231 178,257 - -
2,050 11,318 - -
240,799 1,627,253 - 1,537,754
1,796,236 1,855,294 - 336,755
5,886,040 7,764,677 5,633,436 5,771,171
L ———— ]

The loan is repayable by quatterly instalments. Intetest is payable quarterly in atrears and is charged at a rate
of 2.50% over LIBOR, the term of the loan is 5 years,

Creditors: Amounts falling due after more than one year

Bank loans

Bank loans are sccured on the group's freehold land and buildings by HSBC.

Group Group  Company Company

2017 2016 2017 2016

£ L £ £
32,800,713 34,117,500 32,800,713 34,117,500
32,800,713 34,117,500 32,800,713 34,117,500
— —_——————— e e

The loan is repayable by quarterly instalments. Interest is payable quarterly in arrears and is charged at a rate
of 2.50% over LIBOR, the term of the loan is 5 years.
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22, Financial instruments

Group Group  Company Company
2017 2016 2017 2016
£ 4 £ £
Financlal assets
Financial assets measured at taie value throuph
profit or loss - - - -
Financial assets thar ave debt instrumeats
measured al unortsed cost 3,192,987 8,520,240 38,393,536 40,012,559

3,192,987 8,520,240 38,393,536 40,012,559

Flnancial llabllitles
Financial liahilities mcasured at amortised cost  (37,910,386)  (41,110,440) (38,410,870) (39,809,314)

(37,910,386) (41,110,446) (38,410,870) (39,809,314

e ——

Financial asscts measured at amortised cost comptrise cash and cash equivalents, trade debtors, amounts
owed by group undertakings, amounts owed by related parties and othet debtors,

Financial Liabilitics measured at amortised cost comprise bank overdrafts, bank loans, trade creditors,
amounts owed by group undertakings, other creditors and accroals.

23. Deferred taxation

Group

2017
£
At beginning of year (3,987,686)
Credited to the profit or loss 183,761
Credited to other comprehensive income 829,822
At end of year (2,974,103)
——

The provision for deferred taxation is made up as follows:
Group
2017
£
Accelerated capital allowances (684,873)
Capital gains (2,289,230)
(2,974,103)
e———
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24, Share capital

2017 2016
£ L
Shares classified as equity
Allotted, called up and fully paid
150,000 Ocdinary shares of L1 cach 150,000 150,000

Shate capital represents the nominal value of shares that have been issued. The shares canry voting rights

and an entitlement o dividends.

25. Reserves

Revaluation reserve

This reserve represents the surplus or deficit arising on the revaluation of an asset,

Merger Reserve

This reserve records amounts arising on the acquisition of subsidiary companies.

Profit and loss account

This reserve includes all current and prior period retained profits and losses.
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26,

27.

28.

Business combinations

In February 2017 the Group acquired Holmes Care (Nelson) Limited and Morar Properdes Jimited.

Book value Fair value
£ L
Tangible 4,550,600 4,550,000

4,550,000 4,550,000

Cash at bank and in hand 167 167
Total assets 4,550,107 4,550,107
Due within one year (4,524,554) (4,524,554)
Fair value of net assets 25,553 25,553
Total purchase conslderation 25,553 25,553
Putchase consideration settled in cash, as above 55,657 55,657
Cash and cash equivalents in subsidiary acquired (107) (107)
Cash outflow on acquisition 55,550 55,550

Pension commitments

The group operates a defined contributions pension scheme. The assets of the scheme are held seperately
from those of the group in an independently administered fund. The pension cost charge represents
contributions payable by the group to the fund and amounted to be £78,466 (2016 - £65,515).

Contributions totalling £17,980 (2016 - £9,024) were payable to the fund at the balance sheet date and are
included in creditots.

Related party transactions

The group was owed £19,498 (2016 - owed £174,369) by Carc Cottage Limited, a company controlled by a
director, S Lakhani. The group was charged £150,000 (2016 - £150,000) by Care Cottage Limited for rental
of office premises.

The group was owed £87,832 (2016 - £87,382) by 8§ Lakhani, a director of the group. This balance is
included in other debtors.

At the year end, the Group was owed £nil 2016: £55,657) by Arcedo Development Group Limited a
comipany under the control of the Directors.

Key management personnel remuneration totalled £434,513 (2016: £490,302).
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29,

30.

Controiling party

Due to the nature of the shareholdings in the Company, there is no ulimate controlling party.

Subsldiary undertakings

The following were subsidiary undertakings of the Company:

Subsidiary undertakings

Country of

Name incorporation Hoelding Princlpal actlvity

Aviemore Homes Scotland 95% Operation of care homes
Limited

Central Care Limited  Scotiand 95% Operation ot care homes

Flagship Tower England & 95% Operation of care homes
(Greenock) Litnited  Wales

Heathertield Scotland 95% Operation of care homes
Community Care
Limited

Lakewoad Limited England & 95% Operation of cate homes

Wales

The Holmes Care England & 100% Operation of care homes
Limited Wales

Tower Bridge Homes England & 95% Operation of cate homes
Care Limited Wales

The Holmes Care England & 95% Holding company
(Bathgate) Timited  Wales

The Holmes Care England & 95% Holding company
(Greenock) Limited  Wales

Tower Bridge Homes Scotland 95% Holding company
Care (Central Care)
Limited

Holmes Cate Scotland 95% Dormant
{Inverness) Limited

Holmes Care England & 95 % Dormant
(Mugiemoss) Wales
Limited

Holmes Care (Nelson- Scotland 95 % Dormant
1) Limired

Lakewood Leisure England & 95% Dotmant
Limited Wales

The Holmes Care England & 95% Holding company
Holdings Limited ~ Wales

Tower Bridge Homes England & 5% Dormant
Care (Primrose) Wales
Limited

The Holmes Care England & 95% Holding company

Group {GB) Limited Wales
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30.. Subsidiary undertakings (continued)
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