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Larchwood Care Homes (North) Limited

Strategic Report
For the Year Ended 30 September 2022

Introduction
The directors present their strategic report for the 12 months ended 30th September 2022.
Business review -

The company, together with its wholly owned subsidiary Larchwood Care Homes (South) Ltd, form the
Larchwood group.

The Larchwood group employs approximately 1,257 employees and provides residential and nursing care to
over 1,063 residents in 27 services across England and Scotland.

The group results have again been impacted by Covid-19 with Occupancy reduced and costs increasing. Grant
income has been received to offset this impact. Fee rates have increased from cost-of-living increases.

The company’s strategy is to improve trading performance by delivering a consistently high quality of care. A
significant proportion of the residents are funded by central and local government and therefore it is seen as
essential that the group builds confidence with commissioners and regulators such that it is seen as the
preferred choice for delivering care services.. Whilst it is accepted that Regulator ratings are not the only
measure of care quality, the strong management focus in this area is demonstrated by the continued high
ratings. In April 2023 over 84% of service had a rating of “Good” or “Outstanding” (or equivalent). The Covid
pandemic has significantly reduced the CQC inspections. Improvements made to certain services are not
therefore reflected in the ratings.

A strong management team is considered key to achieving the company's objectives. The Home Management
team continues to be supported by an experienced and competent Regional Management structure. As part of
this commitment the company retains several Peripatetic Managers to step in where manager changes arise or
are deemed necessary thus ensuring continuity of management by experienced and competent staff.

Management and staff at the company primarily focus on the needs and dignity of the residents. Standards of
care are constantly assessed through a comprehensive internal and external audit'process. Home Managers are
charged with achieving compliance with redulatory standards, Local Authority requirements and best practice.‘

The company continues to invest in training, systems, and resources to enable it to deliver high standards of
care. A low ratio of homes to Regional Managers ensures that Home Managers are properly mentored and
supported to effectively carry out their duties. * e
The company continues to invest in the estate with the support of the landlord and a program of refurbishment is
in place which has continued to see significant improvements in the living environments in many of the homes.

The board would like to place on record their appreciation for the hard work and dedication shown by each
member of the Larchwood team during these unprecedented times.

The group has commenced a process of disposal of all its services, and this will continue throughout 2023 and
beyond. Management is committed to continuing to drive both operational and financial performance during this
disposal process and to ensuring that the disruption to residents is minimal.



Larchwood Care Homes (North) Limited

Strategic Report {continued)
For the Year Ended 30 September 2022

Principal risks and uncertainties

The board meets monthly to consider the key risks and uncertainties facing the business. A formal structure of
Corporate Governance has been put in place to ensure that these risks are properly considered.

The major risk encountered in the year to 30th September 2022 was the continuation of the Covid-19 virus. This
caused disruption in all services with changes in established working practices continuing. A tragic consequence
of this virus was a loss of life of some residents during the year. Self- isolation procedures continued to be
implemented among residents and staff where necessary with restrictions placed on people entering the homes.
Government guidelines were adhered to within all services to limit the spread of the virus.

The company appreciates the assistance from Government in the form of Covid grants particularly during the
first 6 months of the year. This provided the company with compensation to cover the additional costs incurred,
although most are no longer available.

A risk facing the business is the continued pressure on Local Authority (“LA”) funding. Central government has
provided funding during the financial year but most of this funding ceased at the end of March 2022. It is vitally
important that LA fee rate increases reflect Minimum Wage increases so that profitability is not impacted.
Minimum Wage increase in April 2023 is 9.7% compared to 6.6% in April 2022 and 2.2% in April 2021.

A further risk is the continued difficulty in attracting and recruiting staff, particularly trained nurses. With a
national shortage of staff, recruitment and retention is a high priority issue and the Board is constantly reviewing
the strategy for improving in this area. The growing tendency of staff to prefer the flexibility of agency
employment has seen a consistently high level of agency use in the sector. Targeted local action to minimise
agency has had some success in addressing this problem. A sponsorship licence has now been issued for
Larchwood which will make overseas recruitment easier.

The quality of care is the primary concern of the board and staff are given the appropriate training and support to
ensure that they live up to the expectations placed upon them. There is a comprehensive risk management
framework in place to ensure that the business maintains the highest standards of care in all its homes.

! )
Financlal key performance indicators' ‘

The key financial and operational indicators monitored by the management include internal and external quality
ratings using Healthcare Management Solution Ltd's proprietary audit system, IMPact, and by referencing
regulatory compliance. Social media ratings, occupancy ratios, average fee information and cost to revenue
ratios are also monitored. %



Larchwood Care Homes (North) Limited

Strategic Report (continued)
For the Year Ended 30 September 2022

Financial risk management and going concern
The company’s operations create a few financial risks including liquidity, interest rate rises, and customer credit.

- The directors have managed this liquidity risk by close monitoring of the financial performance of the business
and forecasting to identify peaks and troughs in the cash requirement and by planning accordingly. The current
level of headroom in the forecasts gives the board confidence that this risk will be managed.

The company has an effective credit control function which quickly identifies debts that are beyond the agreed
payment date so action can be taken to réecover monies due.

In addition to the above, the company enjoys the support of its landiord and in ensuring that the business
continues to operate as a going concern.

This report was approved by the board on 28 June 2023 and signed on its behalf.

Kevin Groombridge
Director

N



Larchwood Care Homes (North) Limited

Directors' Report
For the Year Ended 30 September 2022

The directors present their report together with the financial statements for the year ended 30 September 2022.
Principal activity

The company's principal activity dusing the year continued .to be the provision of residential, nursing and .
dementia care for the elderly.

Results

The profit for the year, after taxation, amounted to £30,285 (2021 - £49,938).
Directors

The directors who served during the year were:

Anthony Stein
Kevin Groombridge

Going concern

The directors, having given due consideration to the company's trading position and to the likely trading for the
foreseeable future believe that, with the support that has been extended to the company by its licence holder will
be able to continue to trade for the foreseeable future. The company’s net current assets of £413,090 (2021 -
£380,073) include a liability of £3,688,042 (2021 - £3,426,311) due to group undertakings and a net debtor
receivable from the licence holder of £2,586,331 (2021 - £686,772). The entity is reliant on its subsidiary for
financial support and a letter of support has been received confirming that it will not seek repayment of this
balance in the short term. Accordingly the final statements have been prepared on a going concern basis and do
not include any adjustments that would arise if this financial support was withdrawn.

Future developments

i
The social calre sector continués to be impacted by some significant pressures. The difficulties ih recruitment of
a full-time permanent workforce are well documented and have impacted on the Larchwood homes and will
continue to do so for some time. To migrate dependency on agency Larchwood Care increasing the number of
overseas workers and the directors see that this will be an integral component for the foreseeable future.

Inflation is a major issue and considerable work is expected in negotiating the best purchasing agreements
across a range of commodities including energy, food, medical consumables, cleaning materials and
maintenance contracts. The outlook for inflation varies however the directors believe that inflationary pressures
are likely to impact trading performances for the coming 12 months at the very least.

Fees in Scotland remain low as the offer for April 2023 (6% for nursing clients and 5.99% for residential clients)
was rejected by operators. As at June 2023 the business was incorporating the interim increases of 1.78% for
nursing clients and 2.47% for residential clients and any increase agreed beyond this would only be incorporated
at the time of agreement.

The directors still believe that the demographic imperative will result in increased demand for care home beds
and that the key to unlocking this demand rests with the central and developed governments.

The group continues with its disposal process. During this disposal process management continue to operate on
a business as usual basis focusing on quality and commercial performance.

x



Larchwood Care Homes (North) Limited

Directors' Report {continued)
For the Year Ended 30 September 2022

Employee involvement

The company places considerable value on the involvement of its employees and has continued to keep them
informed on matters affecting them as employees and on various factors affecting the performance of
Larchwood Care Homes (North) Limited and its residents. This is achieved through a cascade of information
through the organisation from regutar informal meetings and a periodic newsletter. .

We encourage positive engagement with staff representatives to improve the performance of the business from-
a care quality, financial management and risk management perspectives.

Disabled employees

Applications for employment by disabled persons are always fully considered bearing in mind the abilities of the
applicant concerned. in the event of a member of staff becoming. disabled, every effort is made to ensure that
their employment with the company continues and that appropriate training is arranged. It is the policy of the
company that the training, career development and promotion of disabled persons should, as far is possible, be
identical to that of other employees.

Disclosure of information to auditor

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

. so far as the director is aware, there is no relevant audit information of which the company’s auditor is
unaware; and
. the director has taken all the steps that ought to have been taken as a director in order to be aware of any

relevant audit information and to establish that the company's auditor is aware of that information.
Post balance sheet events
Since the year end the following care homeﬁ were sold or closed:
“Belmont” was sold with gompletion being on 22nd March 2023, “The Chanters® was sold with completlon being
on 22nd March 2023.
Auditor

The aud:tor BDO LLP, will be proposed for reappomtment in accordance with section 485 of the Companies Act
20086.

This report was approved by the board on 28 June 2023 ‘ and signed on its behalf.

Kevin Groombridge
Director
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Larchwood Care Homes (North) Limited

Directors’ Responsibilities Statement
For the Year Ended 30 September 2022

The directors are responsible for preparing the strategic report, the directors' report and the financial statements
in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in-accordance with United ‘Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period.

In preparing these financial statements, the directors are required to:

¢  select suitable accounting policies and then apply them consistently;
. 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 e_xplained in the financial statements; and

o prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors 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 enable them to ensure that the financial statements comply with the Companies Act 2006. They
are 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.



Larchwood Care Homes (North) Limited

Independent Auditor's Report to the Members of Larchwood Care Homes (North) Limited

Opinion on the financial statements
In our opinion, the financial statements:

. give a true and fair view of the state of the company’s affairs as at 30 September 2022 and of its profit for
the year then ended,

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

o have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements of Larchwood Care Homes (North) Limited (“the company®) for the
year ended 30 September 2022 which comprise the statement of income and retained earnings, balance sheet,
and notes to the financial statements, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards, including Financial Reporting Standard 102 The Financial Reporting Standard applicable in the UK
and Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit
of the financial statements section of our report. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Independence

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities i in accordance with these requirements. ,

Conclusions relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the ﬁnancia} statements is appropriate.

%

Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as a
going concern for a period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.



Larchwood Care Homes (North) Limited

Independent Auditor's Report to the Members of Larchwood Care Homes (North) Limited (continued)

Other information

The directors are responsible for the other information. The other information comprises the information included
in the annual report other than the financial statements and our auditor’s report thereon. Our opinion on the
financial statements does not'cover the other information and, except to-the exterit otherwise explicitly stated in
our report, we do not express any form of assurance conclusion thereon. Our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the course of the audit, or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether this gives rise to a material misstatement in the financial statements themselves. If, based on
the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
Other Companies Act 2006 reporting
In our opinion, based on the work undertaken in the course of the audit:

. the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and -

. the strategic report and the directors' report have been prepared in accordance with applicable legal
requirements.

in the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified material misstatements in the strategic report or the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our oPinion: ,
[ I
. adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

. the financial statements are not in agreement with the accpunting records and returns; or

N

K 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.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so.



Larchwood Care Homes (North) Limited

Independent Auditor's Report to the Members of Larchwood Care Homes (North) Limited {continued)

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that ‘an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

Extent to which the audit was capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is
detailed below:

e Assessing the design and implementation of the control environment of the company to identify areas of
material weakness to focus the design of our audit testing;

+ Reviewing correspondence with regulatory bodies, such as to the Registrar of Companies, HMRC, The Care
inspectorate and the Regulation and Quality improvement Authority, for indications of non-compliance;

+ Determining whether the accounting policies and presentation adopted in the financial statements are in
accordance with applicable law and United Kingdom Accounting Standards;

s ldentifying whether there are instances of potential bias in areas with significant degree of judgement or
uncertainty, such as depreciation of fixed assets and bad debt provisions;

. 'Performing analytical procedures to identity unusual or unexpected relationships that may indicate risks of
mzﬂterial misstatements to due fraud. Areas of identified risk were the? tested substantively,

e Addressing the risk of fraud through management override of controls by testing the appropriateness of
journal entries through review and corroboration of a sample of journals that include characteristics that we
perceive to be indicative of,increased risk; "

* %
e Addressing the risk of fraud over existence of care fee revenue by carrying out detailed substantive testing of
revenue, including detailed cut off testing;

¢ Vouching balances and reconciling items in key control account reconciliations to supporting documentation
as at 30 September 2021; and

e Carrying out detailed testing, on a sample basis, of transaction and balances and agreeing to appropriate
evidence to verify the completeness, accuracy and existence of the reported financial statements.

Our audit procedures were designed to respond to risks of material misstatement in the financial statements,
recognising that the risk of not detecting a material misstatement due to fraud is higher than the risk of not
detecting one resulting from error, as fraud may involve deliberate concealment by, for example, forgery,
misrepresentations or through collusion. There are inherent limitations in the audit procedures performed and the
further removed non-compliance with laws and regulations is from the events and transactions reflected in the
financial statements, the less likely we are to become aware of it.

A further description of our responsibilities is available on the Financial Reporting Council's website at:

hitps://iwww frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.



Larchwood Care Homes (North) Limited

Independent Auditor's Report to the Members of Larchwood Care Homes (North) Limited (continued)

Use of our report

This report is made solely to the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company's members
those matters we are required to state to them in an auditor’s 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.

DocuSigned by:

B6F16A8EF9FDA4ED...
Martin Gill (Senior Statutory Auditor)
For and on behalf of BDO LLP, Statutory Auditor
Edinburgh
United Kingdom

28 June 2023
BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).

b3
N
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Larchwood Care Homes (North) Limited

Statement of iIncome and Retained Earnings
For the Year Ended 30 September 2022

Turnover .
Cost of sales

Gross profit

Administrative expenses
Other operating income

Operating profit

Interest receivable and similar income

Profit before tax

Tax on profit
Profit after tax

Retained earnings at the beginning of the year

Profit for the year

Retained earnings at the end of the year

There was no other comprehensive income in either year.

| The notes on pages 14 to 24 form part of these'ﬁnancial staleants.

X

11

2022 2021
Note £ £

4 21,710,913 27,091,655
(19,264,685) (23,281,371)

2,446,228 3,810,284
(2,742,756)  (6,264,914)

5 326,778 2,496,850
6 30,250 42,220
8 35 12

30,285 42,232
9 - 7,706

30,285 49,938

395,738 345,800
30,285 . 49,938

426,023 395,738



Larchwood Care Homes (North) Limited
Registered number: 06883079

Balance Sheet

As at 30 September 2022
2022 2022 2021 2021
Note £ £ £ £
Fixed assets
Tangible assets . : 10 . : 12,934 : 33,626
Current assets
Debtors: amounts falling due within one year 12 4,190,373 3,777,590
Cash at bank and in hand 13 2,809,927 4,236,587
7,000,300 8,014,177
Creditors; amounts falling due within one
year 14 (6,587,210) (7,634,140)
Net current assets 413,090 380,037
Total assets less current liabilities 426,024 413,663
Creditors: amounts falling due after more
than one year 15 - (17,924)
Net assets 426,024 395,739
g ————————— —_—— e ——
Capital and reserves
Called up share capital 17 1 1
Profit and loss account 18 426,023 395,738
’ t — [
Total equity ! ‘ 426,024 395,739 .

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

28 June 2023 * 2

%

N

Kevin Groombridge
Director

The notes on pages 13 to 24 form part of these financial statements.

12



Larchwood Care Homes (North) Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

1.

N

General information

Larchwood Care Homes (North) Limited is a private company limited by shares and incorporated in
England and Wales under the Companies Act 2006. The address of the registered office is given on the
company information page and the nature of the company's operations and its principal -activities are set
out in the directors’ report.

Accounting policies

21

2.2

Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
specified within these accounting policies and in accordance with Financial Reporting Standard 102,
the Financial Reporting Standard applicable in the UK and the Republic of Ireland and the
Companies Act 2006.

The preparation of financial statements in compliance with FRS 102 requires the use of certain
critical accounting estimates. It also requires management to exercise judgement in applying the
company's accounting policies (see note 3).

The presentational and functional currency of these financial statements is GBP. Values are rounded
to the nearest pound.

The company is itself a subsidiary company and is exempt from the requirements to provide group
accounts for its own subsidiary by virtue of section 400 of the Companies Act 2006. These financial
statements therefore present information about the company as an individual undertaking and not
about its group.

The following principal accounting policies have been applied:
Financial Reporting Standard 102 - reduced disclosure exemptions }

I l
The company has taken advantage of the following disclosure exemptions in preparing these
financial statements, as permitted by the FRS 102 "The Financial Reporting Standard applicable in
the UK and Republic of Ireland": '

. the requirements of Section 7 Statement of Cash Flows;
. the requirements of Section 3 Financial Statement Présentation paragraph 3.17(d);

. the requirements of Section 11 Financial Instruments paragraphs 11.42, 11.44 to 11.45, 11.47,
11.48(a)(iii), 11 -48(a)(iv), 11.48(b) and 11.48(c);

. the requirements of Section 12 Other Financial Instruments paragraphs 12.26 to 12.27,
12.29(a), 12.29(b) and 12.29A;

. the requirements of Section 33 Related Party Disclosures paragraph 33.7.

This information is included in the consolidated financial statements of Larchwood Holdco Limited as

at 30 September 2022 and these financial statements may be obtained from Companies House.

13



Larchwood Care Homes (North) Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

2.

Accounting policies (continued)

23

24

2.5

26

27

Going concern

The directors, having given due consideration to the company's trading pesition and to the likely -
trading for the foreseeable future believe that, with the support that has been extended to the
company by its licence holder will be able to continue to trade for the foreseeable future. The
company’s net current assets of £413,090 (2021 - £380,073) include a liability of £3,688,042 (2021 -
£3,426,311) due to group undertakings and a net debtor receivable from the licence holder of
£2,586,331 (2021 - £686,772). The entity is reliant on its subsidiary for financiat support and a letter
of support has been received confirming that it will not seek repayment of this balance in the short
term. Accordingly the final statements have been prepared on a going concern basis and do not
include any adjustments that would arise if this financial support was withdrawn.

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
company and the revenue can be reliably measured. Revenue is measured as the fair value of the
consideration received or receivable, excluding discounts, rebates, value added tax and other sales
taxes. The following criteria must also be met before revenue is recognised:

Care related services

Revenue from a contract to provide care related services is recognised in the period in which
services are provided on an accruals basis. Revenue recognised is dependent upon the type of care
and funding that a resident receives.

Rent and licence fee

The rent and licence fee is charged on an annual basis based upon the adjusted Earnings Before
Income, Taxation and Management Fees (EBITM) of Larchwood Care Homes (North) Limited.
Where the entity incurk a loss before income, taxation and management fees, a credit Is receivable
from the licence holder. : '

Operating leases

o
Rentals paid under operating leases are charged+o the statement of income and retained earnings
on a straight line basis over the lease term.

Leased assets
Assets obtained under hire purchase contracts and finance leases are capitalised as tangible fixed

assets. Assets acquired by finance lease are depreciated over the shorter of the lease term and their
useful lives. Assets acquired by hire purchase are depreciated over their useful lives. Finance leases

. are those where substantially all of the benefits and risks of ownership are assumed by the company.

Obligations under such agreements are included in creditors net of the finance charge allocated to
future periods. The finance element of the rental payment is charged to the consolidated statement of
comprehensive income so as to produce a constant periodic rate of charge on the net obligation
outstanding in each period.

14



Larchwood Care Homes (North) Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

2,

Accounting policies (continued)

28

2.9

Government grants

Grants are ‘accounted under the accruals model as permitted by FRS 102. Grants relating to
expenditure on tangible fixed assets are credited to profit or loss at the same rate as the depreciation
on the assets to which the grant relates. The deferred element of grants is included in creditors as
deferred income.

Grants of a revenue nature are recognised in the statement of income and retained earnings in the
same period as the related expenditure.

Interest income

Interest income is recognised in the statement of income and retained earnings using the effective
interest method.

2.10 Pensions

2.11 Tangible fixed assets
i

Defined contribution plan

The company operates a defined contribution plan for its employees. A defined contribution plan is a
pension plan under which the company pays fixed contributions into a separate entity. Once the
contributions have been paid the company has no further payments obligations.

The contributions are recognised as an expense in the statement of income and retained earnings
when they fall due. Amounts not paid are shown in accruals as a liability in the balance sheet. The
assets of the plan are held separately from the company in independently administered funds.

4
Tangible fixed assets under the cost model are stated at historical cost less accumulated
depreciation and any accumulated impairment losses. Historical cost includes expenditure that is
directly attributable to bringing the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management.

a ' a
Depreciation is charged so as to allocate the cost of assets less their residual value over their
estimated useful lives, using the straight-line method.

Depreciation is provided on the following basis:

Fixtures and fittings - 20% straight line
Office equipment : - 20% 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 a significant change since the last reporting
date.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in profit or loss.

2.12 Valuation of investments

Investments in subsidiaries are measured at cost less any impairment required.

15



Larchwood Care Homes (North) Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

2,

N

Accounting policies (continued)
2.13 Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less
costs to complete and sell. Cost is based on the cost of purchase on a first in, first out basis. Work in
progress and finished goods include labour and attributable overheads.

At each balance sheet date, stocks are assessed for impaimrment. If stock is impaired, the carrying
amount is reduced to its selling price less costs to complete and sell. The impairment loss is
recognised immediately in the statement of income and retained earnings.

2.14 Debtors

Short term debtors are measured at transaction price, less any impairment. A bad debt provision is
recognised against specific trade debtors where there are fundamental uncertainties as to the
recovery of the balance.

2.15Cash

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours.

2.16 Creditors
Short term creditors are measured at the transaction price.
2.17 Financial instruments

The company only enters into basic financial instruments transactions that result in the recognition of
financial agsets and liabilities like trade and other debtors and creditors, loans from banks and other
third parties, loans to related pémes and investments in non-puttable ordinary shares.

Debt instruments (other than those wholly repayable or receivable within one year), including loans
and other debtors and creditors, are initially measured at present value of the future cash flows and
subsequently at amortised cost usinghe effective interest method. Debt instruments that are payabler
or receivable 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.

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

For financial assets measured at cost less impairment, the impairment loss is measured as the
difference between an asset's carrying amount and best estimate of the recoverable amount, which is
an approximation of the amount that the company 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 to realise the asset and settle the liability simultaneously.
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Notes to the Financial Statements
For the Year Ended 30 September 2022

2,

Accounting policies (continued)
2.18 Taxation

- Tax is recogniséd in the statement of income and retained earnings, except that a change
attributable to an item of income and expense recognised as other comprehensive income or to an
item recognised directly in equity is also recognised in other comprehensive income or directly i
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
operates and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but 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.

2.19 Taxation

Tax is recognised in the statement of income and retained earnings, except that a change
attributable to an item of income and expense recognised as other comprehensive income or to an
item recognised 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
operates and generates income.

Deferred tax balances are recognised in respect of all timing differences that have originated but 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. ' ' )

' Judgements‘in applying accounting policies and key sources of estimation uncertainty

%

In preparing these financial statements the directors have made the following judgement:

Trade debtors are assessed on a regular basis against the likelihood of recovery of the balances. Where
management do not consider a debt to be recoverable, either due to the inability of the customer to pay

the balance or for any other reason, bad debts are provided for when there is objective evidence of the

need for a provision.

Turnover
The whole of the turnover is attributable to the company's principal activity.

All turnover arose within the United Kingdom.
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Larchwood Care Homes (North) Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

Other operating income

2022 2021

£ £

‘Infection Control Funding ~COVID Grant * ' ’ . 326,778 ° 2,440,107
CJRS income - furlough - 56,743

326,778 2,496,850

Operating profit

The operating profit is stated after charging/(crediting):

2022 2021

£ £

Depreciation of leased tangible fixed assets 12,289 17,540
Fees payable to company auditor for audit of annual accounts 27,250 25,750
Licence fees (repayable)/payable (736,555) 1,842,633
Defined contribution pension cost 187,837 254 446
Loss on sale of tangible fixed assets 8,403 2,920

The company has taken advantage of the exemption not to disclose amounts paid for non audit services
as these are disclosed in the group accounts of the parent company.

) i
Employees |

Staff costs were és follows:

a ‘ - 2022 2021

# . £ £

Wages and salaries 11,429,317 15,556,535
Social security costs 807,164 1,126,931

Cost of defined contribution scheme : 187,837 254,446

12,524,318 16,937,912

Key management personnel
No directors received any emoluments for their services as directors in the year (2021 - £Nil), All key

management personnel are employed by Healthcare Management Solutions Ltd, the company contracted
to manage the homes and, therefore, receive no remuneration (2021 - £Nil) through this company,
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Larchwood Care Homes (North) Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

Employees (continued)

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

2022 2021
No. No.
Staff 727 1,096
Interest receivable and similar income
2022 2021
£ £
Other interest receivable 35 12
Taxation
2022 2021
£ £
Corporation tax
Current tax on profits for the year - -
Adjustments in respect of previous periods _ - (7.7086)
Totarl current tax ' | ! (7.706)
Taxation on profiti{loss) on ordinary activities -~ I - (7,706)

N
D

19



Larchwood Care Homes (North) Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

Taxation (continued)

Factors affecting tax charge for the year

The tax assessed for the year is lower than than (2021 - lower than) the standard rate of corporation tax
in the UK of 19% (2021 - 19%). The differences are explained below:

2022 2021
£ £
Profit on ordinary activities before tax 30,285 42,232
Profit on ordinary activities multiplied by standard rate of corporation tax in
the UK of 19% (2021 - 19%) 5,754 8,024
Effects of:
Expenses not deductible for tax purposes - 3,129
Adjustments in respect of previous periods - (7,706)
Remeasurement of deferred tax for change in rates - (73,984)
Movement in deferred tax not recognised (5,754) 39,209
Losses not utilised - 23,622
Total tax charge for the year - (7.706)

Factors that may affect future tax charges )

|
At the balance sheet date the company has a potential deferred tax asset of £275,000 (2021 - £308,000)
-relating principally to depreciation in excess of capital allowances available to carry forward against future
taxable profits. In line with applncable accounting standards this potential asset has not been mcorporated
within the financial statements, as it is unlikely to unwind in the shogt term.

The rates used in the deferred tax computation reflect the rates substantially enacted at the balance sheet
date of 25% (2021 - 25%).
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Notes to the Financial Statements
For the Year Ended 30 September 2022

10.

1.

Tangible fixed assets

Fixtures and Office
- fittings  equipment Total
£ £ £

Cost .
At 1 October 2021 2,256,450 80,705 2,337,155
Disposals {791,073) (49,022) (840,095)
At 30 September 2022 1,465,377 31,683 1,497,060
Depreciation
At 1 October 2021 2,256,450 47,079 2,303,529
Disposals . (791,073) (40,619) {831,692)
Depreciation - 12,289 12,289
At 30 September 2022 1,465,377 18,749 1,484,126
Net book value
At 30 September 2022 - 12,934 12,934
At 30 September 2021 - 33,626 33,626
The net book value of assets held under finance I‘eases is £12,934 (2021 - £33,626).
Fixed asset investments - .
The followirig are subsidiary undertakings of the company: #
Name ' Principal Activity .
Larchwood Care Homes (South) Limited Residential, nursing and dementia care for the elderly
Class of shares ' v Holding
Ordinary ' 100%

The registered address for Larchwood Care Homes (South) Limited is 302 Drakes Court, Alcester Road,

Wythall, Birmingham, B47 6JR.
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13.

14.

18.

Debtors: amounts falling due within one year

2022 2021

£ £

Trade debtors ' 1,335,036 1,988,287
Other debtors _ 2,639,509 687,828
Prepayments and accrued income 215,828 1,101,475
4,190,373 3,777,590

Bad debts expensed to the statement of income and retained earnings in the period amounted to £2,189

(2021 - £209,890).

Other debtors includes a net balance payable to the entity by the license holder of £2,586,331 (2021 -

£686,772).

Cash and cash equivalents

22

2022 2021
£ £
Cash at bank and in hand 2,809,927 4,236,587
Creditors: amounts falling due within one year
] : i
| 2022 2021
£ £
Trade creditors 1,068,224 1,068,442
Amounts owed to group undertakings i 3,688,042 3,426,311
Other taxation and social security # 140,644 201,333
Obligations under finance Ieas_e and hire purchase contracts 17,327 35,274
* Other creditors 633,411 916,883
Accruals and deferred income 1,039,562 1,985,897
6,587,210 7,634,140
Creditors: amounts falling due after more than one year
2022 2021
£ £
Net obligations under finance leases and hire purchase contracts - 17,924



Larchwood Care Homes (North) Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

16. Hire purchase and finance leases

Minimum lease payments under hire purchase fall due as follows:

2022 - . 2021

£ £ -
Within one year 17,327 35,274
Between 1-5 years - 17,924

17,327 53,198
All obligations under hire purchase agreements are secured by the assets that they relate to.

17. Share capital

2022 2021
£ £

Allotted, called up and unpaid
1 ordinary share of £1 1 1

18. Reserves
The company's capital and reserves are as follows:
Called up share capital ' !
Called up share capital represents the nominal vallue of the éhares issued.

Profit and loss account

a

N

The profit and loss account represents cumulative profits or losses, net of dividends paid and other
adjustments.
19. Capital commitments
~ At 30 September 2022 the company had capital commitments as follows;

- 2022 2021

£ £
Contracted for but not provided in these financial statements 78,046 49,644

23



X

Larchwood Care Homes (North) Limited

Notes to the Financial Statements
For the Year Ended 30 September 2022

20.

21,

22.

23.

24.

Pension costs

The company operates a defined contributions pension scheme. The assets of the scheme are held
separately from those of the company in an independently administered fund. The pension cost charge
represents contributions payable by the company to the fund and amounted to £187,837 (2021 .
£254,446). Contributions totalling £29,260 (2021 - £42,470) were payable to the fund at the balance sheet
date and are included in creditors.

Commitments under operating leases

The company has entered into a management fee agreement whereby notice to terminate must be served
six months in advance. The commitment in relation to this management fee is based upon a percentage
of the turnover achieved by the company. As such no commitment exists in relation to this agreement at
the reporting date as it is dependent upon the recognition of future turnover.

The company has entered into a license fee agreement through which the company performs its principal
activities which states a requirement for the company to pay the contract provider all surplus profits of the
operating of the residential and nursing care homes, in the reference to a calculation based on adjusted
EBITM (as defined per note 2.5).

Related party transactions

During the year Larchwood Care Homes (North) Limited purchased goods and services totalling
£1,475625 (2021 - £2,147,317) in relation to management fees and recharges from Healthcare
Management Solutions Ltd which is controlled by the same shareholders as Larchwood Holdco Limited.
At the balance sheet date a balance of £228,073 (2021 - £167,805) was outstanding in trade payables
and a balance of £109,643 (2021 - £210,577) is in accruals.

During the year Larchwood Care Homes (North) limited made purchases totalling £4,558 (2021 - £6,353)
in relation to servites from Howdidwedo Limited which is controlled by the same shareholders as
Larchwood Holdco Limited. At the balance sheet date a balance of £Nil (2021 - £Nil) was outstanding.

Post balance sheet events . s
Since the year end the foltowing care homes were sold or closed: A

“Belmont” was sold with completion being on 22nd March 2023, “The Chanters” was sold with completion
being on 22nd March 2023.

Ultimate parent company and controlling party

The immediate parent is Larchwood Holdco Limited, a company incorporated in England and Wales
whose financial statements are available at Companies House.

The ultimate controlling party is Anthony Stein.
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