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St Andrew’s Healthcare

Legal and administrative details of the Charitable Company, its Directors, Trustees

and Advisers for the year ended 31 March 2008

The pnincipal address and registered office of St Andrew's Healthcare (the “charntable company”) I1s

St Andrew's Heatlthcare
Biling Road
Northampton NN1 50G

Directors and Trustees of the charitable company dunng the year were

Charles Wake Non-executive Chairman

Stuart Richmend-Watson  Non-executive & Deputy Chairman
Dr Philp Sugarman Chief Executive & Medical Director
John Church Non-executive

James Mackaness Non-executive

Sir James Spooner Non-executive

Peter Winslow Non-executive

Chnistopher Oakes Executive
Caroline Rose Executive
James Watkins Executive

Duncan Orme Executive & Company Secretary

Nigel Blackham Executive & Company Secretary

Re-appointed 27/07/07

Resigned 27/07/07
Appointed 27/07/07
Re-appointed 27/07/07

Re-appomnted 27/07/07

Appointed as Executive 02/04/07
Appointed as Co Sec 28/03/08
Resigned as Executive 02/04/07
Resigned as Co Sec 28/03/08

All non-executive directors are also members of St Andrew’s Hospital (which 1s a registered chanty, Number

202659)

The following act in a professional capacity for the chantable company

Independent audifors PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors

Abacus House
Castle Park
Cambridge CB3 0AN

Grant Thornton UK LLP
30 Finsbury Square
London C2P 2YU

Internal Auditors

Solicitors Hewitsons
7 Spencer Parade
Northampton NN1 5AB
Bankers NatWest Bank plc

East of England Corporate Banking

Milton Keynes Corporate Office
2™ Floor

152 Siibury Boulevard

Central Milton Keynes MK9 1LT

Investment Managers
25 Moorgate
London EC2R BAY

Specific investment powers and their authority

Smith & Willtamson investment Management Limited

The Trustees have received authonsation from the Charity Commissioners under the power given In section
26 of the Charities Act 1993 to enter into an interest rate swap agreement in order to effectively fix the rate
apphcable to a vanable rate loan facility
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Report of the Directors for the year ended 31 March 2008

The Trustees, who are also directors of the chantable company for the purpose of the Companies Act 1985,
present therr fourth annual report, since ncorporation on 12 July 2004, and the audited consolidated financial
statements for the year ended 31 March 2008

The information with respect to trustees, directors, officers and adwvisors, as disclosed In the reference and
administrative detaills section, forms part of this report The financial statements comply with current
statutory requirements, the Memorandum and Articles of Association, applicable Accounting Standards In
the United Kingdom and the Statement of Recommended Practice (SORP) “Accounting and Reporting by
Chanties” 1ssued in March 2005, the Chanties Act 1993 and the Companies Act 1985

Structure, Governance and Management

Status

St Andrew’'s Healthcare 15 a chantable company lmited by guarantee, incorporated on 12 July 2004
{company registered no 5176998) and a chanty registered with the Chanty Commission on 16 July 2004
{chanty registered no 1104951) under the Charities Act 1960, and as a Mental Nursing Home in accordance
with the Nursing Homes Act 1975 as amended by the Health Services Act 1980 and the Health and Social
Services and Social Secunty Adjudications Act 1983 and under the Care Standards Act 2000 The
chantable company 1s governed by ten directors, who are the charnty's trustees, in accordance with the
memorandum and articles of the company

Corporate Governance

In agreement with the Chanty Commission, the charitable company has adopted applicable and appropnate
supporting principles and the provisions set out in the Combined Code on Corporate Governance of the
Financial Reporting Council {the code} The Trustees consider this to be an mportant safeguard for a
company mited by guarantee with a unitary board The unitary board compnses a balance of unpaid non-
executive directorsftrustees and executive directors/trustees who are alse paid employees

The Board

The Beard has formally met thirty-seven times since incorporation in July 2004 and met ten times during the
year ended 31 March 2008, considening forward planning and budgets, progress against current plans,
future strategy, nisk review and management together with major investment decisions During the year to 31
March 2008, all directors were present at three of those meetings, a single non-executive director was
absent from four meetings All day to day management decisions are delegated to the executive directors
who operate within the executive directors’ team which reports to the board Executive and non-executive
directors of the chantable company represent it on the boards of the subsidiary entities Three Shires
Hospital Limited, the Paviion Clinic Limited and St Andrew’s Property Management Limited

The Charman of the board since incorporation has been Charles Wake Stuart Richmond-Watson was
appointed Vice Chairman and sentor independent director Philip Sugarman was Chief Executive throughout
the year

The board considers all five member and non-executive directors as shown on page 1, Charles Wake, Stuart
Richmond-Watson, John Church, James Mackaness, Sir James Spooner (until 27/07/07) and Peter Winslow
(from 27/07/07) to be independent These directors have no financial or other business relationship with the
charitable company, offering their services on an unpaid and voluntary basis

The Chawman, Charles Wake, 1s the Managing Partner of Courteenhall Farms, and Chairman of the
following companies Stewart & Allen Limited, an engineering company, Broughtons of Cheltenham Limited,
a small group of motor dealerships, and SP Broughton & Co Limited, a property owning and holding
company He 1s a director of the North Northamptonshire Development Company, a member of the
Agncultural Land Tribunal and a member of the Lord Chancellor's Advisory Committee for Northamptonshire




St Andrew’s Healthcare 3

Report of the Directors for the year ended 31 March 2008 (Continued)

The non-executive directors met cn 28 March 2008 without the executive directors i order to review and
evaluate the performance of the board and associated committees and In advance of the Remuneration
Committee meeting on 25 Apnl 2008 The senior iIndependent director also met with the remaining directors
on 28 March 2008 in order to evaluate the performance of the Chairman

All directors meet on a quarterly basis with the members of the chantable company in order to report on the
state of the business, future plans and to draw on the views and experience of the general chantable
company membership Such meetings were held in Apnl 2007, July 2007, October 2007, February 2008 and
Apnl 2008

The Board, through a ngorous risk review and informed appropnate targeting of internal audit, has appraised
itself of the effectiveness of the group’s system of internal controls and where deficiencies have been
identified, appropriate remedial action continues to be implemented

The Trustees

The executive members of the board are selected to fulfil the job descnptions and job htles as set out in the
memorandum of association Prior to appointment, executive directors are subject to ngorous assessment as
to their sutabiity and competence for the position as set out in their job specification At this time they will
receive an induction into the organisatien specifically tailored to their assessed needs They are then, subject
to the recommendation of the nominations committee, appointed by the members to the board

Non-executive members of the board are drawn from the membership of the charntable company on the
basis of the specific expertise and experience that they are able to contribute to build a diverse and balanced
team of executives and non-executives It 15 the function of the nominatons committee to assess, as
vacancies arise across the membership of the chartable company, the required attributes of any new
proposed members to ensure that the membership not only provides a flexible pool of potental non-
executive directors, but also creates a membership that appropriately reflects the vaned needs of the
beneficianes of the charity

As described above the board informs the membership of the charntable company on a quarterly basis
through regular meetings and events It i1s through these meetings, regular individual visits to specific areas
and involvement In committees that the membership s appropnately inducted and trained in the operation of
the group As non-executive board vacancies arnise, the nominations committee, drawing on the experience
of the regular exposure of the membership, will, having regard to the required attributes of the board
member, nominate a sutable candidate to the membership for appointment On appointment any specific
defictencies or tramning requirements will be identified and a further suitable induction program implemented
On a quarterly basis the non-executive directors meet with the executive directors for facilitated context
based traming This training 1s designed to orent the non-executive directors to the peculantes of the
business, regulatory enwvironment, market background and competitor activity with the intention of
maximising the performance of the board

The Executive Directors’ Team

The executive directors meet on a monthly basis as a team Decision making within the company 1Is
governed by a policy on authonsation and limits of authonty Major strategic and policy decisions are made
by the board Operational decisions are delegated In a structured way down through the executive directors
to management in iine with the policy A number of group wide development boards report to the executive
directors ensunng that corporate activites and projects are implemented in a coherent manner Each
operating division has its own management team which pericdically meets with the executive directors to
forward plan, monitor and review progress agamst plan and agree consequent actions required A
programme and nsk management board oversees and monitors the development boards assessing progress
against plan whilst monitoring and reporting on nsk to the Executive Directors’ team and the Audit

Committee
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Report of the Directors for the year ended 31 March 2008 (Continued)

The Audit Committee

The charitable company has an Audit Committee The Committee comprises at least three members of the
charitable company, one of whom must be a member of the board The Audit Committee and chairman of
that committee are appomnted by the board upon nomination by the Nominations Committee The Chairman
of the Audit Committee 1s Alec Foster, the Board member on the Committee 1s John Church The other
members, drawn from the membership of the chantable company are Robert Heygate and Sir John
Robinson, who both served throughout the year, and John McCall who was appointed as an additonal
member on 27 Apnl 2007 The Audit Committee met in June 2007, October 2007 and March 2008

The June 2007 meeting was attended by three members of the committee, the October meeting was
attended by four members of the Commuttee, and the March meeting was attended by all members of the
Committee

The Audit Committee regularly reviews rnisk attached to the business and through the actwities of both
internal and external audit satisfies itself and reports to the board on the efficacy of the charntable company’s
regime of controls

The Remuneration Committee

The chantable company has a Remuneration Committee which compnses at least three members, all of
whom must be non-executive directors The Remuneration Committee meets in April each year The
Chairman of the Committee 1s Stuart Richmond-Watson and it was attended by four non-executive directors
(Stuart Richmond-Watson, Charles Wake, Sir James Spooner, and John Church) with one member (Sir John
Rebinson) in attendance when it met i Apnl 2007 Non-executive directors and members recewve no
remuneration or benefits from the chantable company The Remuneration Committee determines annually
the pay and benefits package for the executive directors who are both employees of the chartable company
and trustees of the chanty

No part of the executive directors’ remuneration 1s derived from their position as trustees The level of
remuneration 1s assessed based upon individual performance, industry and profession comparatives and
upon the efficacy of the executive directors as part of the board as a whole No executive director has a non-
executive or other position outside the group that attracts remuneration

The Nomination Committee

The chartable company has a Nominaton Committee which compnses at least three non-executive
directors, two of whom must be the Chairman and Vice Chairman of the Board Other members must be
drawn from the company membership including the remaining non-executive directors The Nomunation
Committee meets in April each year, on the same date as the Remuneration Committee, and at other times
as required The Chairman of the Nomination Committee 1s Stuart Richmond-Watscn, it was attended by
four non-executive directors (Stuart Richmond-Watson, Charles Wake, Sir James Spooner and John
Church} together with two members (Sir John Robinson and Lady Juliet Townsend) when it met in Apnil
2007 No executive director or employee may be a member of the Nomination Committee The purpose of
the Nomination Committee 1s to normnate appropnate candidates for appointment for positions of director
(executive and non-executive), St Andrew's Healthcare nominated directors of St Andrew's Property
Management Limited and Three Shires Hospital Limited, membership of other board appointed Committees,
the Remuneration, Audit, and Investment Committees, and members of the chantable company Board
appointments must be drawn from the chantable company membership for non-executive directors, and
must, as set out in “The Trustees™ above, be drawn from a group of tightly defined specific employee posts
for executive directors

Nominations are made on the basis of matching the needs of an effective board against the available skills of
the employees and members who are eligible Nominations for membership of the chantable company,
which 1s open to the public, are determined following a review of the skill, background and mix of the existing
members, dentifying specific areas where the atinbutes of potential candidates could strengthen the
membership
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Report of the Directors for the year ended 31 March 2008 (Continued)
The Investment Committee

The charitable company has an Investment Committee which comprises three members of the charntable
company, one of whorn s a non-executive director Meetings of the Investment Committee are also attended
by the Company Secretary, Nige! Blackham {until 28/03/08) and then Duncan Orme {from 28/03/08) The
Chairman of the Committee 1s Stephen Schilizzi who 1s also Charrman of the St Andrew's Group of Hospitals
Pension Scheme Trustees

The non-executive director member 1s Stuart Richmond-Watson and the third member 1s Alec Foster who 1s
also Charman of the Audit Committee The Investment Committee met in May and August 2007 and
January 2008 The members of the Committee have been selected specifically for ther knowledge,
expertence and expertise in the investment arena The Investment Committee has no direct powers but
makes independent recommendations on the appointment of fund managers, investment strategy and other
investment matters regarding the separate investment funds

Statement of Directors’ Responsibilities

The directors are required by company and chanty law to prepare the financial statements for each finanaal
year on a going concern basis, unless it 1s inappropriate to presume that the company will continue in
business The financial statements should give a true and fair view of the state of affars of the charitable
company and the consolidated group as at the end of the financial year and of the surplus or deficit of the
group for the year ended 31 March 2008

The directors confirm that suitable accounting policies have been used and applied consistently They also
confirm that reascnable and prudent judgements and estmates have been made in preparing the financial
statements for the year ended 31 March 2008, which have been drawn up on a going concern basis

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy
at any time the financial position of the chantable company and the group and enable them to ensure that
the financial statements comply with the Companies Act 1985 They are also responsible for safeguarding
the assets of the charitable company and the group and hence for taking reasonable steps for the prevention
and detection of fraud and other iregulanties The Directors confirm that all investment purchases have
been in accordance with their powers in the governing instrument

So far as each director 1s aware, there 1s no relevant audit information of which the company’s auditors are
unaware Each director has taken all the steps (such as making enquiries of other directors and the auditors
and any other steps required by the director’'s duty to exercise due care, skill and diigence) that he ought to
have taken in his duty as a director in order to make himself aware of any relevant audit information and to
establish that the company’s auditors are aware of that information

Employees

Equal Opportunities as a management policy at the chantable company i1s designed to attract the best
people and to maximise potential throughout the organisation Equal opportunities in this context includes as
far as practicable equal opportunuties for those with a disability The chantable company 1s committed to
providing an environment for its employees and residents which is free from any form of harassment,
intimidation, bullying, victmisation or discrimination  All staff are treated openly and fairly, with dignity and
respect and the organisation values therr commitment towards prowiding quality service to all service users

Applications for employment by disabled persons are always fully considered, beanng in mind the respective
aptitudes and abilities of the applicant concerned In the event of members of staff becoming disabled every
effort 1Is made to ensure that their employment with the charitable company continues and the appropnate
training 1s arranged

It 1s the policy of the charitable company that the training, career development and promotion of a disabled
person should, as far as possible, be identical to that of a person who does not suffer from a disability
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Report of the Directors for the year ended 31 March 2008 (Continued)

In accordance with the Recruitment, Selection, Diversity Policies and Procedures, posts are advertsed, and
applications are invited from, prospective candidates who meet the requirements as set out m the person
specification The person specificaton outlnes the essential requirements of a position, including any
physical attnbutes

Staff employed by the chartable company receive an annual Individual Performance Development Review,
with a six monthly review Individuals agree with therr Manager their objectives, identify training needs and
discuss therr future, including any barners to development

There 1s a monthly team briefing that cascades information throughout the whole orgamisation Staff are
regularly consulted on specific matters that affect the group and their employment

External Audit & Auditors

The auditor to the Group also provides Imied non-audit services in respect of VAT and taxaton advice
Such advice 1s provided by a separate office from the audit services and 1s of a mited scale, such that
auditor objectivity and independenca is assured In addition the auditor has confirmed in wnting that they do
not believe these matters threaten their Independence and objectivity

PricewaterhouseCoopers LLP have indicated ther wilingness to continue in ofiice and a resolution to
appoint auditors will be proposed at the Annual General Meeting

Risks
The group 1s exposed to the following significant business risks
Market risk

A significant nsk for the chantable company anses from financial pressures within the National Health
Service which could limit the volume of referrals Overall occupancy for the year was just below plan and
weakened shghtly towards the year end Income was increased due to increased case complexity and a
preponderance of difficult-to-manage residents

These required a hugh level of care which generated associated additional income Despite some addstional
cost the additional income again resulted in a financial return greater than that eriginally planned This 1s in
contrast with the expenence of many providers operating in the independent sector who struggled with low
occcupancy throughout the year

Pricing nsk

The chantable company's pricing strategy 1s set to mitigate the occupancy nisk associated with financial
pressure on the National Health Service by ensunng that although above average qualty i1s offered the
prnices charged remain competitive to the independent market norm It 1s the organisation's intention to
closely scrutinise costs in order to ensure that margins allow further room for manoeuvre should price
competition harden

Investment nsk

Other nsks facing the chantable company anse from the state of the stock markets, these impact upon both
the pension funds surplus or deficit and the valuation of charntable company investments The weakness in
the stock market contrnibuted to the reported pension fund deficit

The chantable company has pursued a conservative funding policy, borrowing agaimnst loan facihties in
advance of commitment to secure lower interest rates and to avold the nsks associated with necessary
investment hquidation in uncertain markets
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Report of the Directors for the year ended 31 March 2008 (Continued)

The charitable company holds investments (separate from the £2 7M (2007 £2 5M) permanent endowment
investments within the Charity) of £21 1M (2007 £27 7M) Overall iInvestments decreased by £6 6M from the
previous year because of lquidations to fund capial development costs and after taking account of
investment revaluations As set out in the reserves policy, these investments are held to cover timing
differences In relation to the forward capital development program, as a reserve agamnst self insured medical
malpractice habilities and as part cover for the defined benefit pension scheme deficit

Property-related risks

For many years the charitable company has successfully demonstrated that new buitdings constructed to
accommodate long term residents could be classified as “relevant residential” for VAT purposes This
allowed the recovery of VAT on the construction of such buildings as they could be zero rated HM Revenue
and Customs have challenged this position an the construction of Malcolm Arncld House which was
completed in 2005 The chantable company through its subsidiary St Andrew's Property Management
Limited, has successfully appealed against this ruling and VAT in the order of £5 2M has been reclaimed in
respect of Malcolm Arnold House, Smyth House and Clare House Phase Il in Essex

A further nek was demonstrated during 2005/06 where achieving ptanning consent for further expansion at
the Essex site took In excess of a year longer than anticipated It 1s possible that for some potentiat sites,
appropniate planning permission may not be cbtained

The directors consider the performance of the group to be appropriate and consistent with the size and
operating environment of the organisation but ¢can see areas where improvement is possible for the future

Risk Management

Inherent i running an orgamisation primarly dealing with practical mental healthcare 1s a robust awareness
of nsk, together with active recogniion and management To this end the Group has a number of nsk
management policies and has an established Risk Management Group Some of the key risks currently
facing the organisation have been detaled above

The process behind, and the construction of, the risk register has been independently scrutinised by Grant
Thornton In 2006/07 who acted as internal auditor to the St Andrew's Healthcare Group dunng 2007/08
Duning 2007/08 the focus of internal audit has been on financial systems, supported by the appointment of
an in house internal auditor with an initial remit of reviewing St Andrew's Healthcare nsk management
arrangements

The Audit Committee takes a broader overview on global nsk and drawing from the substantial expernence of
its members from both the commercial and insurance arenas, whilst ensuring that adequate measures are In
place to appropriately deal with identified nisks The major nsks to which the orgamsation 1s exposed have
been identified and reviewed with systems n place to mitigate those nsks Each material nsk has been
allocated to a particular Executive Director as a specific responsibility, the Director 1s tasked with controlling
and mitigating as necessary Work continues to fully embed a culture of inherent nsk awareness and
management within the organisation

Objectives & Activities

Objects

The pnmary objects of the chantable company are to promote the healing of sickness and the relief of
suffering by the establishment and mantenance of residential institutions in the United Kingdom to meet the
needs of those expenencing psychiatnc liness, developmental disability, acquired brain injury and related
disorders The chantable company Is a national pnmary trading charity and aims to be the national leader in
specialist mental healthcare by investing in high quality care

Quality at St Andrew’s Healthcare encompasses the delivery of appropriate care with a full appreciation of
value for money together with targeted and effective application of chantable resources St Andrew’s
Healthcare remains committed to the tradition of working with and treating challenging difficult-to-manage
residents to enable them to lead lives which are as preductive and satisfying as possible
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Strategy

The strategy adopted by the chantable company In pursuit of its objects 1s to provide and expand faciiies at
existing locations and to create new specialist facilities located closer to where those in need of them are
referred In order to do this the chantable company will invest in the skills of all of its people in an open and
trusting way taking an integrated approach to healthcare governance The chantable company will safeguard
its residents and achieve beneficial health outcomes which, together with sound business performance, will
amount to an outstanding outcome for beneficianes

Aims and objectives for 2007/08

During 2007/08 the pnmary objectives were to promote the healing of sickness and the relief of suffering by
the establishment and maintenance of residential inshitutions as set out in Objects above These cbjectives
were met through increased and improved facilittes at Northampton and with the refurbishment and
occupation of accommodation released on the commissioning of a new faciity for women, Smyth House
Contracts were also exchanged to purchase additional land adjeining the main Northampton campus which
will facilitate future expansion In the previous year, local National Health Service purchasers aided the
chantable company in meeting its aim by making significant capital grant monies available to support the
acquisition and development of expanded accommodation on this site

Faciities at Clare House, Essex were expanded by the construction of a new extension which opened in
April 2007 Two new sites were acquired for further geographical development in the West Midlands and
Nottinghamshire Building work on the West Midlands site started in Apnl 2007

The charitable company again further increased the number of residents accommodated and made further
progress in the development of ¢clinical outcome measures

Public Benefit Policy

The chantable company has always provided public benefit In response to recent changes in chanty law
and regulation (under the Chanties Act 2006} it has formalised this with the introduction of a Public Benefit
Policy (“the Policy®)

The Policy sets the chartable company’'s work In the context of these developments The chantable
company continues {o strive to provide the leading edge treatment for Mental Health and Learning Disability
conditions for members of the public admitted to its care, leading them through a care pathway to ensure as
far as 1s possible that they will be able to re-integrate to the community on a permanent basis

All surpluses are reinvested to improve and develop the residential and treatment faciities and thereby
enhance the lives of the patients Professional staff with the highest qualffications are recruited and provided
with continuing professional education to enable the chantable company to provide the benefits to the public
and thereby fulfil the purposes of the organisation

New services are being developed to respond to the changing needs in this specialist area, with new
specialist wards being opened up to treat Asperger's Syndrome, as well as the exsting provision for
Huntington’s disease, dementia etc Wards are set up at a size to foster a sense of community, and patients
are moved through the care pathway and prepared to re-integrate into the community The charitable
company i1s able to take in the most challenging patients with whom other institutions are unable to cope

The Trustees consider the benefits of the charitable company’s services to paterts, other beneficianes and
the wider public in improving mental health are self-evident

Although the core services are subject to fees, these have been assessed by the Directors as being
appropnate for the specialist service delivered and of a reascnable level for the mental healthcare sector
Addittonally, fees are met in almost all cases from public funding through the National Health Service, so the
chantable company's benefits are accessible to all, regardless of means

For patients who have difficulty in paying for the residential treatment and where National Health Service
funding ts not available, consideration 1s given to reduced rates as a charitable benefit
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The chantable company also conducts and sponsors research and development in order to provide
enhanced benefit for future generations

The chantable company 1s exploring ways in which its services to the wider community (as well as patients)
may be expanded, in order to strengthen the continuum of care it seeks to provide in mental healthcare
services

The Trustees of the charitable company are aware of the prninciples on which Public Benefit s assessed in
the modern chanty environment This 1s set out in the Chanty Commission’s Guidance, both it's general
Public Benefit Guidance and in the Guidance on Public Benefit and Fee-Charging This latter Guidance 1s In
draft and subject to consultation during 2008 and the Policy will be amended as necessary once the
Guidance s finalised

Activities of Group Entities
The performance of the group entities described below 1s disclosed in note 6 to the financial statements
St Andrew’s Property Management Limited

St Andrew's Property Management Limited was a wholly owned subsidiary of the chantable company
throughout the year The company continued to carry out major construction design and build projects, and
manages certain non-cere sporting and recreational facilities for the Group

Durning the year the company completed the construction of Smyth House at Northampton and continued
with the construction in the West Midlands Further new developments at Northampton are being planned
with construction due to start following the completion of the purchase of additional land adjacent to the main
site As previously mentioned, another development in Nottinghamshire 1s being planned Other potential site
opportunities are under negotiation

St Andrew’s Property Management Limited has executed a deed of covenant in favour of the charitable
company, denating all its taxable profits

Three Shires Hospital Limited

The Three Shires Hospital 1s an acute medical surgical hospital located within the grounds of the main St
Andrew’s Northampton site St Andrew’s Healthcare, through its subsidiary company St Andrew’s Property
Management Limited, has a 50% holding in Three Shires Hospital Limited The remaining 50% of the shares
in this company are held by BMI Healthcare Limited (“BMI") BMI and St Andrew's Property Management
Limited are parties to a shareholders agreement governing the operation of Three Shires Hospital Limited
Three Shires Hospital Limited has leased the Three Shires Hospital bulldings from the chantable company
and has a management agreement with BM| to run the Hospital The chantable company has ulbmate
control over this company by means of the charman's casting vote which may be exercised under some
specifically defined circumstances

Paviion Clhinic Limited

The Pavilion Clinic was opened as a diagnostic and outpatient facility in Northampton in July 2067 The
company 15 51% owned by Three Shires Hospital Limited, whose charrman has a casting vote and the
company I1s therefore consolidated into the Group accounts The other 49% 1s owned by Global Diagnostics

Limited
The St Andrew’s Healthcare and Cygnet Health Care Limited Joint Venture

The chantable company and Cygnet Health Care Limited dissolved their unincorporated joint venture on 1
September 2007 The results of the joint venture up to 1 Septermber 2007 are consolidated as well as the

resulting gains on dissolution

The dissolution of the joint venture was by mutual agreement between the partners with the Isham House
business reverting to St Andrew's and the "St Andrew's at Harrow™ businesses continuing with Cygnet Health
Care Limited under their name




St Andrew’s Healthcare 10

Report of the Directors for the year ended 31 March 2008 (Continued)

STAC Healthcare Limited

As part of the dissolution arrangements In relation to the St Andrew’s Healthcare and Cygnet Health Care
Limited Joint Venture, St Andrew’s Property Management Limited sold its 40% shareholding in STAC

Healthcare Limited, the company which owned the property at Kenton Road, Harrow, to Cygnet Health Care
Limited on 1% September 2007

Achievements and Performance

Review of activities and performance of divisions

The Group compnses five main divisions based at Northampton and one in Essex The divisions are each
managed by a Service Director who has a Registered Manager reporting directly to them The Service
Directors report to the Chief Executive Income and expenditure within these divisions 1s as set out In notes
2 and 3 of the financial statements

The current divisions are as follows -

Northampton divisions

« Adolescent Service {including mental health and learning disability)
¢ Adult Men's Service {including mental health and learning disability)
« Adult Women's Service {including mental health and learning disability)
+ Brain Injury Rehabilitation {within the Kemsley National Centre)

e QOlder age {including Huntington's disease services}

St Andrew's Healthcare in Essex
¢ Adult men's and women's mental health

Qverall activity, expressed as a measure of uthsation of capacty, increased on that from 2006/07 Ths,
together with a shift towards more difficult-to-manage residents, resulted in an Increase In income year on
year

A significant proportion of the company’s income anses through referrals from the National Health Service

Significant discounts were granted to some pnimary care trusts in recognition of the volume of referrals and
the partnership between the National Health Service and charntable company

Key Performance Indicators

St Andrew's Healthcare has a “Balanced Scorecard”, an advanced and comprehensive set of key
performance indicators including clinical standards, health outcome, climical nsk management, therapeutic
activity, market activity, as well as staff and financial indicators Generally the business and related indicators
merror that which any large complex organisation requires to properly monitor and manage performance

However, the clhinical and healthcare indicators incorporate novel types of chinical audit as well as accepted
tools such as HoNOS-secure The latter 1s a version of the Health of the Nation Qutcome Scales developed
at St Andrew’s Healthcare, in association with the Royal College of Psychiatnists Research Unit  Where
appropnate, target levels for these indicators are set and the actual performance against these targets
together with developing trends are regularly reviewed at board level and in more detal at divisional
management level Focus on these indicators has been associated with a demonstrable improvement in
performance
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Divisional Activity:
Adolescents, Adult Men's and Adult Women’s Services

The overall number of residents helped by these divisions continued at a high level The Adolescent group of
residents are a significant challenge for the expenenced teams who are required to meet therr needs There
was a shortfall in the activity during the early part of the year, however, activity increased n the final quarter
Following the dissolution of the joint venture with Cygnet Health Care Limited, Isham House was successfully
integrated into the Men's Division The Women’s Service benefited from the increased capacity on the
opening of Smyth House dunng the year

Brain Injury Rehabilitation

Activity was just below budget for the year although per day income was boosted by particularly demanding
residents requirtng additional care As a result financial and activity performance mantained the levels of
2006/07 The division held a number of successful conferences during the year

Older Age

This division serves the need In a range of care groups from many sources including those requinng a high
level of supervision and those requinng nursing care The division met its activity targets but was behind on
income due to a varied dependency mix

St Andrew’s Healthcare in Essex

Activity was just below target, however the financial result was on budget

Expansion Plans

Due to the high leve! of demand the chantable company 1s expanding at the Northampton and Essex
locations and other regional locations This expansion gives nse to the majorty of the £15M capital
commitments disclosed in note 15 to the financial statements

Connected Charities

The Group 1s connected to the chanty Workbndge Enterprises Limited by virtue of having trustees in
common

Workbridge Enterprises Limited provides an addition to the Group's services and faciities by way of the
provision of work expenence to some residents at St Andrew's

It has been agreed that the St Andrew's Healthcare and Workbridge Enterprises Limited charties would work
better as one and the directors have decided in principle that the two chanties should merge There would
be a period of consultation for Workbridge staff and assuming they accepted the proposal there would then
follow a penod of work with the Charnty Comnussion, at the end of which Workbndge Enterpnses Limited
would become a division of St Andrew’s The identity and brand would continue but would offer services that
would link into St Andrew’s Healthcare (Note 25)

Permanent endowment

The discussions with the Chanty Commission have now been concluded with a decision that the land and
buildings on the main Northampton site are not permanent endowment The status of the Well Vale Estate
and investments held by St Andrew’s Hospital, a subsidiary of the charitable company (“the Charity”) is still
being investigated

The land and orniginal buildings on the main Northampton site are now reclassified as unrestricted funds The
transfer documents are being prepared to transfer the title to the chantable company from the Chanty The
results of the Chanty have been consolidated into the Group
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Donations

Donations recewved during the year were £37,000 (2007 £5,031,000) The majponty of this related to
donations from a trust In the previous year, £5,000,000 related to capital grants recewed from the National
Health Service in support of the land purchase at Northampton (Note 14}

Financial Review

Reserves policy

St Andrew's Healthcare 1s a primary trading charnty with a significant forward capital development program
The chantable company 1s committed to substantial development costs in relation to new facihes In the
West Midlands, these give nse to the majonty of the capital commitments of £15M (2007 £39 7M) disclosed
within note 15 to the financial statements

Total funds carned forward as disclosed in the statement of financial activihes ¢n page 16 are £106 1M
(2007 £105 5M) The group has £104 4M (2007 £86 2M) invested in tangible fixed assets which are not
available for other uses During 2004, the decision was taken to self insure the first £1M of potential medical
malpractice hability that for prudence requires a level of reserve The pension deficit of £15 1M (2007 £3 9M)
1s recognised on the balance sheet, should the stock market not perform to expectation or a high level of
financial performance not be maintained, this deficit will require additional funding Additional funding of £5M
was contributed in March 2008 and the Chantable Company 1s committed in principle to further additional
funding of £2M per year for the next 9-10 years

The trustees maintain general reserves n the form of stock market investments and cash in order to be able
to meet short term capital development commitments independently of current financial performance The
chantable company i1s able to finance existing commitments from current cash flow together with the disposal
of a proportion of the investments designated as general reserves Having in muind the above vanables and
after taking advice from the investment committee, the board has taken the view that it 1s appropriate at this
time, for the Chanty and chantable company to retain about £10M of investments representing free reserves

Loan faciities have been negotiated with the chantable company's banker in order to be able to best meet
short to medium term cash flow requirements

The precise level and mix of funding for projects between investment disposa!l and loan finance will be
decided upon having in mind the market condihions at the ime the finance s required

At the year end free reserves, after taking into account existing commitments and allowing for an insurance
reserve, exceeded the £10M reserves policy value, standing at £23M

As already noted, terms for the acquisition and development of other sites are under negotiation In order not
to delay these developments the board has decided that alternatives wiil be sought to finance such
expansion If these prospects came to fruition then the chantable company would need to meet the demand
on capital by further disposal of investments and by utilising the external loan finance facilities that are in
place

The pelicy on capital funding and the level of reserves 1s reviewed annually and at the time each major
element of expenditure becomes a firm commitment

Business review / results and financial performance

The overall financial results prior to the inclusion of the FRS17 adjustment have increased by 32% to
£19 89M (2007 £15 08M)

Although the financial results for the previous year benefited from substantial capital grants totalling £5M
received from two local National Health Service purchasers, charntable and other discounts amounting to
£5 5M were granted in respect of a number of residents
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The Three Shires Hospital Limited has contributed £97,000 (2007 £720,000) to the consolidated surplus for
the current year Following a review of its activities and profitabiity, the Group dissolved its joint venture with
Cygnet Health Care Limited on 1 September 2007 The results of this joint venture for the 5 months to 31
August 2007 contnbuted £266,000 (2007 £92,000} to the current year consolidated surplus

Further details of these entities may be found in notes 5 and 6 to the financial statements

Investment policy and performance

Investments are managed by the Group’s Fund manager on a discretionary basis without restnctions
regarding social, environmental or ethical considerations Investment performance 1s measured against the
WM Chanty Fund index monitor (constrained by Asset Mix) benchmark The Group’'s investment
performance for the year was a postive return of 2 31% (2007 8 35%) against the benchmark negative
return of -2 86% (2007 7 89% positive return)

Creditor payment policy

The chartable company aims to pay creditors in line with agreed payment terms, with the average creditor
days being below 30

Plans for Future Periods

In addition to the land acquired dunng the year, the charitable company also sought other sites throughout
England to increase geographic coverage Additional capacity constructed on these sites will enable the
chantable company to meet the needs of an increased number of residents closer to thesr place of referral
Other potential sites have been located and it 1s amed to acquire those that prove to be appropnate in due
course The chantable company aims in 2008/09 and thereafter, to commence construction of a range of
facihties to further meet the needs of those who fall within its charntable objects The search for other
potential sites throughout the country will continue as long as it 1s clear that there are insufficient places to
house those in need of care and the charitable company 15 In a position to eccnomically fund the
construction and commussion of such facilities with an appropnate financial return

One of the main nsks for the future development of the chantable company is that it might not be possible to
locate suitable sites and obtain planning permission that will enable the desired rate of expansion In a
financially viable way, however the board continues to examine opportunities for the development of the
Chanty

By order of the Board

A

DR Orme

Director 2{ Jwtv 2008




St Andrew’s Healthcare 14

Independent auditors’ report to the members of St Andrew's Healthcare

We have audited the group and parent chantable company financial statements (‘the financial statements’)
of St Andrew's Healthcare for the year ended 31 March 2008 which compnse the conschidated statement of
financial activities, the consolidated and charntable company balance sheets, the consolidated cash flow
statement and the related notes

These financial statements have been prepared under the accounting policies set out therein
Respective responsibilities of trustees and auditors

The responsibilities of the trustees (who are also the directors of St Andrew’s Healthcare for the purposes of
company law) for preparing the Annual Report and the financial statements in accordance with applicable
taw and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)
are set out in the Statement of Directors’ Responsibilities

Qur responsibility 15 to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland) This report, including the opinion,
has been prepared for and only for the chantable company’s members as a body in accordance with Section
235 of the Companies Act 1985 and for no other purpose We do not, in gwving this opimion, accept or
assume responsibiity for any other purpose or to any other person to whom this report 1s shown or into
whose hands It may come save where expressly agreed by our prior consent in writing

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared m accordance with the Companies Act 1985 We also report to you whether in our opinton the
infermation given in the directors’ report 1s consistent with the financial statements

In addition we report to you If, in our opinion, the chantable company has not kept proper accouniing
records, If we have not received all the information and explanations we require for cur audit, or If Information
specified by law regarding trustees’ remuneration and other transactions 15 not disclosed

We read other information contained in the Annua! Report, and consider whether 1t 1s consistent with the
audited financial statements This other information comprises only the reference and administrative details
and the Report of the Directors We consider the imphcations for our report If we become aware of any
apparent misstatements or matenal inconsistencies with the financial statements Our responsibilittes do not
extend to any other information

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by
the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements 1t also includes an assessment of the significant
estimates and judgments made by the trustees in the preparation of the financial statements, and of whether
the accounting policies are appropnate to the group and chantable company’'s circumstances, consistently
applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary In order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or other irregulanty or
error In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements
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Independent auditors’ report to the members of St Andrew’s Heaithcare (Continued)

Opinion

In our opinion

+« the financial statements give a true and far view, Iin accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the group’s and the parent charitable company’s affars as
at 31 March 2008 and of the group's ncoming resources and application of resources, including the
group's income and expenditure and cash flows, for the year then ended,

» the financial statements have been properly prepared in accordance with the Compames Act 1985, and

+ the information given in the Report of the Directors 1s consistent with the financial statements

P N caalar hag Coia aAAt

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Cambridge

pate [ § A"f""“" 2Ok
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Consolidated statement of financial activities

16

(incorporating consolidated income and expenditure account and statement of total
recognised gains and losses) for the year ended 31 March 2008

Incoming resources from
charitable activities
Incoming resources from
generated funds

Income from tnvestments
Voluntary income

Other incoming resources
VAT reclaims

Penstons finance income
Total incoming resources

Resourcos oxpended
Cost of generating funds —
investment managers fees

Costs of chantable activittes
Govemance costs

Other resources expended
Minonty interest share in joint
ventures and subsidiary undertakings

Interest payable

Total resources expended
Net incoming resources before
transfers

Transfers

Transfers hetween funds
Net incoming resources before other
gains and losses

Cther recognised gains and losses
Gains/(losses) on investment asset
disposals

Taxation

Net income for year adjusted for
taxatlon and galns on Investment
asset disposals

Gains/{losses) on revaluation of
investments

Actuanal (losses) on defined benefit
pension scheme

Net movement in

funds

Total funds brought forward
Total funds camed forward

There 1s no difference between the net incoming resources and its historical cost equivatent

Note

7(a)
7d)

24
16

3(a)
3(b)

7{e)

7(b)
17

e)
16

14{a)

Permanent *Restncted Unrestricted Total Total

Endowment Funds Funds 2008 2007
Fund

£000 £000 £'000 £'000 £'000

- - 121,342 121,342 106,405

- - 1,777 1,777 1,382

- ar - a7 5,031

. - 825 825 -

- - 1,463 1,463 1,294

- 37 125,407 125,444 114,112

- - 91) 91) {93)

- - (106,790) {106,790) {99,264)

. - (445) {445) (292)

- - 67 67 (361)

- - _{988) (988) (834)

- - {108,247) {108,247) (100,844)

- 37 17,160 17,197 13,268

{500) (5.000) 5,500 - -

{500) (4,963) 22,660 17,197 13,268

(46) - 2,995 2,949 2,056

- - {256) {256) (248)

{546) (4,963} 25,398 19,890 15,076

187 - (3,121) {2,934) (444)

- - {16,273) {16,273) (723)

{359) {4,963) 6,005 683 13,809

3,197 5,278 96,990 105,465 91,556

2,838 315 102,995 106,148 105,465

The above results are denved from continuing and discontinued actvities Detalls of the discontinued activities are
disclosed n note 3(c) All gains and losses recognised in the year are included above

* Note Restnicted funds are income funds
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Consolidated balance sheet as at 31 March 2008

Permanent Restncted Unrestncted Total Total
Note  Endowment 2008 2007
!
£'000 £000 £'000 £'000 £000
Fixed assets
Intangible fixed assets 8(a) - - 1,050 1,050 1,108
Tangible fixed assets 8(a) - - 104,452 104,452 86,250
Investments 8(a) 2,696 - 21,142 23,838 30,264
Investment in associated company - - - - 61
2,696 - 126,644 129,340 117,683
Current assets
Stock - consumables - - 685 685 736
Debtors 9 - - 7.575 7,675 12,975
Cash and deposits 12 142 315 20,461 20,918 17,031
142 315 28,721 29,178 30,742
Liabllittes
Creditors amounts falling due within
one year 13 - - (20,444) {20,444) (19,547
Net current assets 142 315 8,277 8,734 11,195
Total assets less current habilities 2838 35 134,921 138,074 128,878
Long term bank loans 12 - - (15,456) {15,466) (17,138)
Deferred tax hability 18 - - (86) {86) (87)
Net assets excluding pension scheme
lhability 2,838 315 119,379 122,632 111,653
Defined benefit pension scheme
liability 16 - - (15,002) {15,092) 3,917)
Net assets 2,838 315 104,287 107,440 107,736
Funds of the Group
Funds 2,838 315 118,087 121,240 109,382
Pension hability - - {15,092) {15,092) (3.917)
Funds including pension liabilty 14(a) 2,838 315 102,985 106,148 105,465
Minonty interest - - 1,292 1,292 2,271
Total funds of the Group 2,838 315 104,287 107,440 107,736

Total funds include a revaluation surplus of £7,571,000 (2007 £10,505,000) reflecting the cumulative unrealised gains
made on investments held at 31 March

The financial statements on pages 16 to 40 were approved by the Board of Directors on 2-7 J%g- 2008

and signed on their behalf on 2s J |‘| ng by

(ke Yo

Charles Wake
Members of the Board of Directors
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Charitable company balance sheet as at 31 March 2008

Restncted Unrestncted Total Total
Note 2008 2007
£'000 £000 £000 £'000
Fixed assots
Tangible fixed assets 8(b} - 105,405 105,405 78,755
Investments 8(b) - 21,142 21,142 27,742
- 126,547 126,547 106,497
Current assets
Stock - consumables - 221 221 266
Debtors amounts faling due after
more than one year <] - 13,665 13,665 9,750
Debtors due within one year g - 5,722 5,722 8,200
Jont venture account 10 - - - 2,211
Cash and deposits 12 315 16,408 16,723 16,362
315 36,016 36,331 36,789
Liabilities
Creditors amounts falting due within
one year 13 - (26,381) (26,381) (16,316)
Net current assets 315 9,635 9,950 20,473
Total assets less current habilibes 315 136,182 136,457 126,970
Long term bank loans 12 - (14,124) {14,124) (17,138)
Net assets excluding pensign scheme
lability 5 122,058 122,313 109,832
Defined benefit pension scheme
Itability 16 - {15,092) {15,092) {3,.917)
Net assots 315 106,966 107,281 105,915
Funds of the Group
Funds 315 122,058 122,373 109,832
Pension Reserve - {15,092) {15,092) (3,817
Total funds 14({b) 315 106,966 107,281 105,915

Total funds tciude a revaluation surplus of £6,028,000 (2007 £9,148,000) reflecting the cumulative unrealised gains
made on investments held at 31 March 2008

The financial statements on pages 16 to 40 were approved by the Board of Directors on 2_’ \JM-Q 2008

and signed on their behalf on 25 JW‘j mg by

(Falh Jlpty e

Charles Wake Dr Philip Sug n
Members of the Board of Directors
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Consolidated cash flow statement for the year ended 31 March 2008

Note

Net cash inflow from operating activitles
Cash donations
Pension Contnbution

Returns on Investments and servicing
of finance

Interest recewved
Dividends receved
Rental income received
Interest pard

Net cash inflows from returns on
investments & servicing of finance

Taxatlon

Capital expenditure and financial investmeant
Purchase cf tangible fixed assets

Sale of tangible fixed assets

Sale of assets following JV dissolution
Purchase of investments

Sale of investments
Net cash outflow from capital
expenditure and finan¢lal investment

Total movements before financing

Financing
Net (decrease)fiincrease in loans and
finance leases

(Decrease)/ncrease in cash
Reconciliation of net cash flow to movement in
net funds

{Decrease)/Increase In cash
Net cash outflow from financing

Change in net funds
Non-cash transfer due to expenditure of restncted
funds

Net funds at 1 Apnl
Net funds at 31 March

Reconciliation of net Incoming resources to net cash inflow from operating actlvities

Net incoming resources

Tangible fixed assets — depreciation
Tangible fixed assets —oss on disposal
Adjustment In value of associated company
Less pensions finance ncome
Decrease In stocks

Decrease 1n debtors & prepayments
Decrease in other assets

Increase in creditors

Income from investments

Interest payable

Decrease- 1 nmunonty interest
Donations

Net cash inflow from operating activities

19
Permanent Restncted Unrestncted Total Total
Endowment
Fund Funds Funds 2008 2007
£'000 £000 £'000 £'000 £000
- - 24,638 24,628 14,250
- 37 - 37 5,031
. - (5.000) {5,000} -
- 37 19,638 19,675 19,281
- - 1,006 1,006 831
- - 709 709 399
- - 62 62 152
- - (947) (947) (834)
- - 830 830 548
- - (241) {241) (291}
- - (21,489) (21,489) (26,539}
- - 16 16 -
- - 171 171 -
(341) - (1,847} {2,188) (2,245)
308 - 8,322 8,630 6,031
(33) - {14,827} (14,860) (22,753}
(33) 37 5,580 5,584 (3.215)
- - (1,418) {1,418) 11,729
(33) 37 4,162 4,166 8,514
(33) 37 4,162 4,166 8,514
- - 1,418 1,418 {11,729)
(33} 37 5,580 5,584 (3,215)
- {5,000} 5,000 - -
175 5,278 (6,666) {1,213) 2,002
142 35 3,914 4,371 (1,213)
Pemanent Restncted Unrestncted Total Total
Endowment Fund Funds Funds 2008 2007
£'000 £°000 £000 £000 £'000
37 17,160 17,197 13,268
- - 3,100 3,100 2523
- - (173} (173) 129
- - 61 61 (61)
- - (1,483} {1,463) (835)
- - 51 51 {115)
- - 5400 5,400 {2,360)
- - (309) (309} {1,393)
. - 1,002 1,002 8,719
- - 1,777 1,777 {1,382)
- - (988) {988) 834
- - (980) (980) (38)
- (37) - {37} {5,031)
- - 24,638 24,638 14,250
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1 Principal Accounting policies
Basis of accounting

The financial statements have been prepared on a going concem basis, In compliance with the Companies
Act 1985 under the historrcal cost convention as modified by the valuation of investments at market value,
and m accordance with the Statement of Recommended Practice Accounting and Reporting by Charities
(revised 2005) (SORP 2005} and applicable accounting standards in the United Kingdom

A summary of the more important group accounting policies, which have been applied consistently, I1s set out
below

The chantable company has availed itself of paragraph 3(3) of schedule 4 of the Companies Act 1985 and
adapted the Companies Act formats to reflect the special nature of the chantable company’s activites No
separate statement of financial activities has heen presented for the chantable company alone as permitted
by section 230 of the Companies Act 1985 and paragraph 397 of the Chanties SORP 2005 The gross
income for the year for the charitable company was £102 6M (2007 £84 OM) and the surplus was £17 6M
{2007 £14 OM)

Funds and reserves

The group 15 financed out of three funds unrestricted funds, restncted funds and the permanent endowment
fund Sufficient resources are held in an appropnate form to enable each fund to be appled in accordance
with restnctions imposed

Unrestricted funds

Unrestricted funds compnise fixed assets, investments and working capital employed within the “business” of
the chantable company Funds represented by fixed assets utilised within the “business” of the chantable
company are not freely avallable for other purposes and thus additional funds (held as investments) are
required to support the reserves policy as set out In the trustees’ report

These funds represent montes put aside and invested in support of the requirement of the reserves policy

Unrestricted funds represent funds which can be expended as the trustees see fit, iIn accordance with the
objects of the chantable company

Restncted funds

Restricted funds are held in respect of specific legacies and donations received where the use of those funds
1s restricted to a particular purpose by the donor

Permanent endowment fund

The permanent endowment fund represents the balance of funds originally raised on the formation of the
Chanty (now St Andrew's Hospital)

This fund consists of the Well Vale Estate and tnvestments The endowment fund 1s held within the Chanty, and
has been consolidated here as the Chanty 1s considered a wholly owned quasi-subsidiary of the chantable
company

The status of the Well Vale Estate and the investments continues to be discussed with the Charnty Commission
See note 23 to the financial statements

External funds

As part of the Chantable company's activities it accepts receipts on behalf of the service users and holds
these funds within the Chantable company's bank accounts To ensure that these funds are safeguarded
long term investments are made to reflect the liability of the Chantable company for these balances held in
trust These investments and service user balances are removed from the balance sheet figures and are
detailed within Note 11
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1 Principal Accounting policies (continued)

Basis of consolidation
The consolidated statement of financial activities and balance sheet include, on a line by line basis

the charitable company — St Andrew's Healthcare (formerly St Andrew’s Group of Hospitals),

the Charity - St Andrew’s Hospital,

St Andrew’s Property Management Limited, an incorporated wholly owned subsidiary undertaking,

Three Shires Hospital Limited, a subsidiary of St Andrew's Property Management Limited,

The Pavilion Chintc Limited, a subsidiary of Three Shires Hospital Limited, and

the jont venture with Cygnet Health Care Limited, until 31 August 2007, in which the charitable
company had a controlhing interest

STAC Healthcare Limited was considered to be an associate untl 31 August 2007 and therefore equity
accounted for in ine with FRS & within the results of the Group untll that date

All subsidtaries have a year end of 31 March, with the exception of The Pawvilion Clinic, which has a 30
September year end Owing to the operational need to have a year end in line with that of the other
shareholder, The Pavilion Clinic Limited prepares it accounts to 30 September each year, however intenm
accounts are drawn up at 31 March for consolidation purposes

Intra-group sales and profits are eliminated on consolidation New subsidiaries included in the Group for the
first ime are consolidated from the date of acquisttion

Joint Ventures

Joint ventures, which meet the defintion of a subsidiary undertaking, are included in the consolidated
financial statements of the chantable company Other joint ventures are accounted for under FRS 9
*Associates and Joint Ventures” such that the Group’s share of the surplus or deficit 1s included In the
statement of financial activibes in that year

Basis for recognising lhiabilities and provisions

Labilities are recognised as soon as there i1s a legal or constructive obligation committing the Group to
expenditure Provisions are made as a far estimate of a hability ansing or the reduction in value of an asset
The Greup 1s not a grant making body and there are no long term liabilities, other than bank loans

Basis for allocation of resources expended

The majonty of resources expended Is directly in pursuit and support of the charntable aim Only those
resources pnmanly expended in governance costs of the Group are identified as such As a prnmary trading
charity, no matenal amounts are currently expended or are separately identified as costs of generating funds
except investment management fees

Fixed assets and depreciation

Intangible fixed assets - acquired goodwill 1s wntten off in equal annual instalments over its estimated useful
economic life, normally considered to be 20 years The directors’ assessment of the useful economic Iife of
this goodwill 1s based on the expected future profitability of the relevant entity

Tangible fixed assets are stated at cost, net of depreciation and any provision for imparrment Depreciation 1s
provided at rates calculated to wnite off the cost less estimated residual value over the expected useful lives
of the assets Only asset additions in excess of £5,000 per item or group of items are capitalised The rates
used are
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1 Principal Accounting policies (continued)

Asset Rate Basis

Buildings 2% Straight line
Fixtures, fithngs and machinery 10% Straight ine
Garden implements 10% Straight line
Motor vehicles 25% Reducing balance
Computer equipment 25% Straight ine

No depreciation i1s charged on land or assets in the course of construction
Land and Buildings

Land and bulldings represents the cost of buldings incurred at various dates since the chanty was founded
Only the cost of new buildings, extensions to existing bulldings and substantial structural renovations are
capitahsed Refurbishments, including integral fixtures and fittings, are regarded as repairs and charged to
the statement of financial activiies as incurred on the basis that this maintains the standard of performance
of the assets

It 1s the chantable company's policy to maintain freehold properties in such condition that the value of the
estate, taken as a whole, 1s not imparred by the passage of time

Stocks

Stocks comprising pharmacy stocks and general stock held in the Group's stores are included at the lower of
cost and net realisable value

Leases

Rent recewvable and payable under operating leases 1s credited or charged to the statement of financial
activities on a straight ine basis over the penod of the lease

Income

Income 1s received for fees and other operating activites of the chantable company Income 1s accounted
for when recervable and in the period in which a service has been provided and 15 net of discounts
Investment income receivable 15 not matenally different from that received in the penod Grant income 1s
accounted for in the penod it 1s received and where such income 1s received for a specific purpose it 1s
accounted for as a restricted fund untl expended In the pursuit of the purpose Income arising from
permanent endowment investments 1s received as unrestricted funds

Investments and investment gains or losses

Investments are shown at market value

Long term investments, where market value I1s readily ascertainable, are shown at market value, where
market value 1s not readily ascertainable then they are shown at cost, unless in the opinion of the trustees,
they have suffered a permanent diminution of value, when they will be stated net of impairment Investment
gains and losses realised on disposal and unrealised on revaluation, are recognised as they occur In the
statement of financial activities

Interest rate swaps

Income and expenditure under Interest rate swap agreements are matched against the respective interest
costs of borrowing In the statement of financial activities
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Principal Accounting policies (continued)
Pensions

The Group has two types of pension scheme
Defined contribution scheme

For the defined contnbution scheme, contnbutions are made Into a group personal pension plan and are
currently set at 6% of basic salary The employee rate 1s a mimimum of 3% of basic salary to qualfy for the
employer’'s contnbution The charntable company's contributions are charged to the statement of financial
activities each year durning the penod in which the employee 1s an active member of the scheme The costs
of administering the scheme and providing for death In service are met by the Group

Defined bonefit scheme

The Group also operates a defined benefit pension scheme This scheme was effectively closed to new
entrants on 1 Apnl 2003 but remains open to future accrual and continues to require contributions to be
made to a separately administered fund Under exceptional circumstances, the scheme can receive new
entrants, such circumstances requiring the full approval of the board

The pension hability recognised in the balance sheet is the obligation of the Group being the present value of
scheme's lhabilities less the value of the assets in the scheme

The pension costs for the scheme are analysed into (1) current service cost, (i) past service cost, (in) net
expected return on pension asset and (iv) interest on pension liabilites Current service cost ts the
actuanally calculated present value of the benefits earned by the active employees in each perniod Past
service costs, relating to employee service I1n prior periods ansing in the current penod as a result of the
introduction of, or improvement to, retirement benefits, are recognised in the statement of financial activities
Net expected return on the pension scheme asset compnses the expected return on the pension scheme
assets less interest on scheme liabilities

The actuarial gains and losses which anse from any new valuation and from updating the latest actuaria!l
valuation to reflect conditions at the balance sheet date are taken to the statement of financial activities

Irrecoverable VAT

Any irrecoverable VAT 1s charged to the statement of financial activities, or capitalised as part of the cost of
the related asset, where appropriate

Taxation

The chantable company 1s potentially exempt from taxation in respect of income and capital gains received
within categories covered by section 505 of the Income and Corporation Taxes Act 1988 or Section 256 of
the taxation of Chargeable Gain Act 1992 to the extent that such income or gains are applied to exclusively
charitable purposes The chantable company's subsidiary companies and joint ventures are subject to
corporation tax and deferred tax in the same way as commercial organisaticns and as such liabilities are
included where appropriate Deferred taxation has been recognised as a hability or asset If transactions
have occurred at the balance sheet date that give nise to an obligation to pay more taxation in the future, or a
nght to pay less taxation in the future

Major Donations

Where major donations are received comprising assets and labiliies other than cash, the net amount
representing the directors’ valuation of the asset received net of any attached liability 1s accounted for in the
statement of financal activities Appropnate adjustment 1s made in the cash flow statement in order to
properly identify the cash effects of such donations
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2 Incoming resources from charitable activities
2008 2007
£'000 £'000
Mairtenance fees 118,231 104,753
Other operating mcome 3,111 1,652
121,342 106,405

24

Maintenance fees includes £4,934,000 (2007 £10,279,000} in respect of the jont venture with Cygnet Health Care
Limited and £13,159,000 (2007 £12,200,000) n respect of Three Shires Hospital Limited

Incoming resources from chantable activities above, so far as they can be attributed to the man service areas, are as

analysed below

For the year ended 31 March 2008

Maintenance fees
Other operating income

For the year ended 31 March 2007

Maintenance fees
Other operating income

3(a) Costs of charitable activities

Direct charitable expenditure

Staff costs (see note 4)

Housekeeping and residents' expenses
Establishment

Administration

Adverlising

Women's
Adolescent
and Men's
Services
£000

60,507

Women's
Adolescent
and Men's
Services
£'000

48,948

Depreciation and amortisation — owned assets

Depreciation — on finance leases
Allowance for bad and doubtful debts

Operating lease costs - other than plant 2nd machinery

Tota! direct charltable expenditure

Essex Bramn Injury Older Age
Women's Rehab Services
and Men's
Services
£'000 £000 £'000
10,585 15,340 13,101
Essex Bram Injury Older Age
Women's Rehab Services
and Men's
Services
£'000 £'000 £'000
B,176 14,000 11,685
2008
£'000
78,271
11,887
10,115
3,248
335
2,869
289
{399)
175
106,790

Other
group
entities

£'000
18,698

3,111

Other
group
entities

£'000

21,844
1,652

Direct chantable expenditure above, so far as 1t can be attnbuted to the main serice areas 15 as analysed below

For the year ended 31 March 2008

Staff costs (see note 4)

Housekeeping and residents’ expenses

Women's Essex Bramn Injury
Adolescent Women's Rehab
and Men's and Men's
Services Services
£'000 £000 £'000
41,627 8,117 11,28%
3,722 904 823

Qlder Age
Services

£000
8,142
1,161

Total

£'000

118,231
3,111

Total

£'000

104,753
1,862

2007
£'000

72,651
10,594
9,992
3,334
193
2,530

{168)
138

99,264

Other

group
enhtes

£'000
8,160
5277

Total

£'000
78,335
11,887
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3(a) Costs of charitable activities

For the year ended 31March 2007

Women's, Essex  BrainInjury  Older Age Other
Adolescent Women's Rehab Services group
and Men's and Men's entities
Services Services
£000 £'000 £'000 £000 £'000
Staff costs (see note 4) 36,441 6,403 10,833 8,120 11,862
Housekeeping and residents'
expenses 3,148 749 644 1,194 4,859
3(b) Governance Costs
2008 2007
£000 £000
Governance Costs of the Group
External audit - chantable company auditors 126 102
External audit - other group auditors 29 26
Chantable company auditors taxation services 138 37
Accountancy advice — other group auditors 54 7
Intemal audit 90 102
Indemmity nsurance 13 13
Trustees’ expenses 4 5
Total governance costs of the Group 445 292

Dunng the year the trustees did not receive any remuneration in their role as trustees, or reimbursed expenses from the
Group other than a total of £3,830 pad to 5 trustees (2007 £4,925 paid to 5 trustees) by way of reimbursement for
travelling expenses incurred  All the above costs have been covered from unrestncted funds

3(c) Discontinued Activities

The chantable company and Cygnet Health Care Limited dissolved their unincorporated joint venture on 1
September 2007 The results of the joint venture up to 1 September 2007 are consolidated within the
unrestricted funds within the Statement of Financial Activities The impact of these results 1s as follows -

.

Unrestncted Unrestricted

Funds Funds

Disconbinued Discontinued

Activittes Activities

2008 2007

£'000 £'000

Incoming resources from charitable activities 4,923 10,279
Incoming resources from generated funds

Income from investments - -

Voluntary income - -

Other incoming resources - -

Total incoming resources 4,933 10,279

Resources expended

Cost of generating funds — investment managers fees - -

Costs of chantable activities 4,487 10,187

{Governance costs - -

Total resources expended 4,467 10,187

Net incoming resources 266 92

Total

£'000
73,659

10,594
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4 Staff costs and emoluments
Consolidated Charitable Company
2008 2007 2008 2007
£'000 £'000 £000 £'000
Staff costs in note 3(a) are analysed as
Gross remuneration 66,944 62,342 59,775 51,896
Employer's NI costs 5,732 5,354 5,196 4,533
Pension contnbutions 5,595 4,955 5,205 4,360
Staff costs 78,271 72,651 70,178 60,789

The average monthly number of whole time equivalent (W T E ) persons employed by the Group dunng the year was
2,384 (2007 2,204) The equivalent number of WTE persons employed by the Charitable Company was 1,987{2007
1,842)

Consolidated Charitable Company
2007/08 2006/07 2007198 2006/07
WTE WTE WTE WTE
Clinucal 474 308 373 258
Nursing 1,359 1,301 1,158 1,116
Support 536 572 443 458
Management 16 23 13 13

The number of employees whose total emoluments excluding pension contributions for the year fell wathin each band of
£10,000 from £60,000 upwards 13 as follows

2007/08 2006107

Number Number
£60,001 to £70,000 9 6
£70,001 to £80,000 4 5
£80,001 to £80,000 7 9
£90,001 to £100,000 8 8
£100,001 to £110,000 4 3
£110,001 to £120,000 7 9
£120,001 to £130,000 9 2
£130,001 to £140,000 5 5
£140,001 to £150,000 4 3
£320,001 to £330,000 - 1
£410,001 to £420,000 1 -

The highest paid employee, who was also a director, received total remuneration of £416,147 (2007 £326,147) In
addition, the accrued pension entitlement under the defined benefit scheme was £4,191 (2007 £3,602) with a respective
lump sum entitlement of £12,572 (2007 £10,805)

In relation to the employees above, contnibutions of £58,382 (2007 £29,521) were paid n respect of 13 members (2007
7) of the meney purchase pension scheme and 36 (2007 34) were members of, and had accrued benefits under, the
defined benefit scheme (see note 16)

Directors’ emoluments 2008 2007
£'000 £000
Aggregate emoluments 1,086 826

Retirement benefits are accruing to 6 (2007 5) directors under a defined benefit scheme

The increased annual penston entittement accruing to the directors under the

defined benefit pension scheme 176 152
The increased value of the cash sum benefit 528 455
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5 Minority interest share in joint ventures and subsidiary undertakings
2008 2007
£'000 £000
Share of results of the Joint Venture with Cygnet Health Care
Limited providing acute psychiatry at “St Andrew's at Harrow"
and Northampton
- Minonty interest share 196 180
- St Andrew's Healthcare share 266 92
Cygnet Health Care Joint Venture surplus 462 272
Share of consolidated results of Three Shires Hospital Limited, a Joint
Venture with BMI Healthcare providing acute medical surgical services
- Minonty interest share {263} 181
- St Andrew's Healthcare share 97 720
Three Shires Hospital Limited surplus {166} 901
- Total minonty interest share {67) 361
- Total St Andrew's Healthcare share 809 812
Total Joint Venture surpluses 742 1,173
6 Interest in subsidiary undertakings
Investment entity Holding Reglstered Office Resuilts for the year

(%)

Net assets - £360,002

1
St Andrew’s Property Management Limited 100% Surplus - £90,000

England and Wales

St Andrew's Group of Hospials Limited 2 100% England and Wales Dormant Net Assets - £2
Net assets - £3,973,788

Three Shrres Hospital Limited * 50% England and Wales Surplus before dwidend of £90,000 -
£373,024

The Paviion Chirue Lirmited 3 255% England and Wales Net liabilihes ~ (£276,589)

Deficit — (£203,717)

' At 31 March 2008 the Group's sole active wholly owned incorporated subsidrary undertaking was St Andrew's Property
Management Limited This company 1s registered in England and Wales The chartable company owns 100% of the two
£1 ordinary shares of the company This company manages construction projects and certain non-core sporting and
recreational facihties for the Group It had a turnover of £17,069,000 {2007 £15,357,000) and contnbuted a profit of
£23,000 (2007 £39,000) to the consolidated results The amount which i1s donated to the chantable company by deed of
covenant was £1,148,000 (2007 £436,000) The balance of the profit disclosed in the statutory accounts of this company
1s eliminated on consolidaton The aggregate assets and liabiities of the company are £20,356,000 and £19,996,000
respectively (2007 £11,154,000 and £10,884,000)

2 The Group has a 100% interest in St Andrew’s Group of Hospitals Limited This company has been dormant throughout
the year

% The chartable company 1s an indirect shareholder of Three Shires Hospital Limited a company registered in England
and Wales 5t Andrew's Property Management Limited acquired 1,250,000 £1 shares on 8 Apnl 2004 amounting to 50%
of the 1ssued share capital of the company The Group has a controlling interest in this company through the provisions
of a shareholders agreement giving the Group the power to appoint the Chairman and under certain circumstances,
exercise a casting vote Three Stires Hospital Limited operates the business of the Three Shires Hospital, an acute
medical surgical hospital situated in the grounds of St Andrew's Healthcare in Northampton The accounts of this
company are consolidated from 8 Apn! 2004 Three Shires Hospital Limited, together with Global Dragnostics Limited
formed The Pavihon Clime Limited in Juiy 2007 Three Shires Hospital Linmited has the controlling interest and holds 51%
of the 1ssued ordinary share capital

Three Shires Hospital Limited (including the subsidiary undertaking in The Pavilion Chinic Limited), contributed £97,000
(2007 £720,000) to the consolidated results of the Group (see note 5) it had a consohdated turnover of £13,910,000
(2007 £12,200,000) The aggregate assets and habilities of Three Shires Hospital Limited group are £8,249,000 and
£4,817,000 respectively (2007 £6,217,000 and £2,526,000)
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6 Interest in subsidiary undertakings (Continued)

* The Group had a controlling mterest, by means of the Chairman's casting vote, in a joint venture with Cygnet Health
Care Limited The pnncipal place of business for the jomt venture was at Bowden House, Harrow-on-the-Hill By mutual
agreement between the partners the Joint Venture was dissolved on 1 September 2007 with the Northampton business
reverting to St Andrew's Healthcare and the Harrow businesses continuing in the name of Cygnet Health Care Limited
This venture was engaged in acute psychiatry and duning the period up to 31 August 2007, contnbuted £266,000 (2007
£92,000) to the consolidated results of the Group (see note 5) It had a turnover of £4,934,000 (2007 £10,279,000) The
assets and habihties of the joint venture were taken over by St Andrew's Healthcare on 1 September 2007 At the
previous year end the aggregate assets and habilities were respectively £3,520,000 and £1,119,000

7(a) Investmentincome

2008 2007
£'000 £'000
Dividends 709 399
Interest 1,006 831
Rental Income 62 152

1,777 1,382

7(b) Gains on revaluation and on investment asset disposal

2008 2007
£'000 £'000
Realised gain on disposal of investments 2,949 2,056
Unrealised loss on revaluation of investment assets (see note 7¢) {2.934) 444

Net gain 15 1,612
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7{c) Investment assets

Unrestncted funds
General reserve investments - unrestncted

Permanent endowment

- investments

- Well Vale Estate

- deposits - Chanty Commissioners

Total Investment assets

Surplus of market value over cost

Less prior year surplus

Unrealised loss on revaluation of investments for the
year to 31 March

29
2008 2007

Market Market
Cost Value Cost Value
£000 £'000 £000 £000
15,114 21,142 18,594 27,742
15,114 21,142 18,594 27,742
203 1,541 915 1.507
12 295 12 180
238 860 238 835
1,153 2,696 1,165 2,522
16,267 23,838 19,759 30,264
7.571 10,505
{10,505} (10,949)
2,934 54442

All investment assets are held pnmanily to provide an investment return for the Group Investments are listed secunties
on recognised stock exchanges The General Reserve Fund investments compnse 74 6% UK secunties with a market
value of £15,780,000 (2007 69 9%, £19,385,000) and 25 4% non-UK securities with a market value of £5,362,000
(2007 30 19%, £8,357,000) The permanent endowment investments compnse 100% UK securities (2007 100%) The
Well Vale Estate comprises tenanted farming lands of approximately 79 acres (2007 79 acres) See also Note 8

7(d) Voluntary income

Capital Grants
OCther Donations

7(e)} Interest payable

Bank loan interest
Finance lease interest
Other Interest

2008 2007
£'000 £'000
- 5,000

37 31

37 5,031
2008 2007
£'000 £'000
909 674
M -

49 160
988 834
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8 Fixed assets & Investments
(a) Consolidated
Unrestricted Unrestricted Unrestricted Unrestricted Unrestricted
funds funds funds funds funds
Freehold Assets Fixtures, Total
Tanglble and Intanglble land and under fittings, and Motor tangible Intangible
fixed assets buildings  construction machinery vehicles assets assots
£'000 £'000 £'000 £'000 £'000 £'000
Cost At 1 Apnl 2007 66,885 26,723 8,303 308 102,219 1,351
Additions 7,583 15,764 3,120 6 26,473 -
Impact of VAT refund {note 24) (4,984) - - - (4,984) -
Rectassification 26,723 {26,723) - - - -
Disposals - - {1,471} (69) (1,540) -
Disposals following dissolution of JV (269) - {336) - {605) -
At 31 March 2008 95,938 15,764 9,616 245 121,563 1,351
Depreciation at 1 Apnl 2007 11,465 - 4,247 257 15,969 243
Charge for the year 1,837 - 1,310 14 3.161 58
Impact of VAT refund {note 24) (61) - - . (81) -
Disposals - - {1,459) (65) (1,524) -
Disposals following drssolution of 3V {219) - {215) B (434) -
At 31 March 2008 13,022 - 3,883 206 17,111 301
Net book value- At 31 March 2008 82,916 15,764 5,733 39 104,452 1,050
At 31 March 2007 55,418 26,723 4,058 51 86,250 1,108
Permanent Unrestricted
Endewment fund
Investments Investments Total
£'000 £'000 £'000
Cost At 1 April 2007 1,165 18,594 19,759
Purchases 341 1,847 2,188
Disposals (307) (8,322) (8,629)
Realised profit/{loss) reinvested {46) 2,995 2,849
At 31 March 2008 1,153 15,114 16,267
Unrealised gains at 1 Apnl 2007 1,357 9,148 10,505
Gain for the year 186 (3.120) (2.934)
At 31 March 2008 1,543 6,028 7,571
Net bock value At 31 March 2008 2,896 21,142 23,838
Net book value At 31 March 2007 2,522 27,742 30,264

Included within unrestricted freehold land and buildings 1s £500,000 being the previously categonsed permanent
endowment asset in respect of the land and onginal bulldings on the main Northampton site (see notes 14 and 23)
Following confirmation from the Chanty Commission these land and buildings have been reclassified as unrestncted
funds

The net book value of tangible assets includes £1,513,318 in respect of assets held under finance leases

Included wathin unrestncted freehold land and buildings 1s a rental property with a Net Book Value as at 31 March 2008 of
£679,000 (2007 £NiIl) This property was acquired as part of the joint venture dissolution with Cygnet Health Care Limited
on 1 September 2007

Except as noted in the above paragraph, all fixed assets are utilised in the direct chantable activities of the Group  The
current market value of land and buildings 1s not practically determinable without costly external professional advice and
would be of doubtful value in understanding the operation of the Group The directors consider that such an expense
would be an inappropriate application of chantable resource and thus have not disclosed the difference between market
value and book value

Dunng the financial year St Andrew's Property Management Limited disposed of its 40% shareholding n STAC
Healthcare Limited to Cygnet Health Care Limrted on 1 September 2007 for £152,180
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8 Fixed assets & Investments (Continued)

(b) Chantable Company

Unrestricted

3N

Unrestricted Unrestricted Unrestricted
funds funds funds tunds
Freehold
land and Assets under Fixtures, fittings Motor
buildings Construction and Machinery vahicles Total
Tangible fixed assets
£'000 £000 £000 £000
Cost At 1 Apnl 2007 88,185 - 5,229 297 93,711
Additions 15,874 17,167 1,262 6 34,308
Impact of VAT refund
{note 24) (5,234) - - - (5,234)
Disposals - - (1.471) {69) {1,540)
At 31 March 2008 115,992 17,167 5,020 234 121,246
Depreciation at 1 Apnl
2007 11,330 - 3.375 251 14,956
Charge for the year 1,722 - 736 12 2,470
Impact of VAT refund -
(note 24) (&1) - - (61)
Disposals - - (1.459) {65) (1,524)
At 31 March 2008 12,991 - 2,652 198 15,841
Net book value
At 31 March 2008 85,834 17,167 2,368 36 105,405
At 31 March 2007 76,855 - 1.854 46 78,755
Unrastricted
Fixed Asset Investments Fund
Investments Total
£'000 £'000
Cost At 1 Apni 2007 18,594 18,594
Purchases 1,847 1,847
Disposals (8,389) (8,389)
Realised profit reinvested 3,062 3,062
At 31 March 2008 15,114 15,114
Unrealised gains at 1 Apnl 2007 9,148 9,148
Gain for the year (3.120) (3,120)
At 31 March 2008 6,028 6,028
Net book value At 31 March 2008 21,142 21,142
Net book value At 31 March 2007 27,742 27,742
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9 Debtors

a) Long term debtors
Loan to subsidiary company

32

b} Current debtors

Trade debtors

Amounts due from associated undertakings
Other debtors

Prepayments and accrued income

Consolidated Charitable Company
2008 2007 2008 2007
£000 £'000 £'000 £'000
- - 13,665 9 750
6,239 9.795 5,025 7.048
. - 135 -
421 1,562 179 55
915 1,618 383 1,096
7,675 12 975 5,722 8,200

The charntable company advanced a loan of £1,250,000 to St Andrew's Property Management Limited to enable it to
acquire 50% of the shares in the Three Shires Hospital Limited — see note 19 The loan has no ulimate repayment date
and bears interest at 7 2% for the first 20 years from 8 April 2004 and then 3 25% above Nat West Bank Plc base rate
The chantable company entered into a further loan agreement with St Andrew's Property Management Limited to enable
it to finance the purchase and development of sites in the West Midlands and Nottinghamshire The total facility 1s for £45
Million and the amount outstanding as at 31 March 2008 was £12,415,000 and is at a vanable interest rate of 1% per
annum above the base rate of Nat West Bank Plc The loan 1s repayable when St Andrew's Property Management
Limited transfers, sells or otherwise disposes of the land and or associated developments at the West Midlands site and

or the Nothinghamshire site or any part thereof

10 Joint Venture account

Charitabls Company

2008 2007

£'000 £'000

Due within one year - 1,361
Due in more than one year - 850
- 2,211

The chartable company made funds available to the Cygnet Health Care Limited Joint Venture in the form of a long term
loan which was not repayable for the duration of the Joint Venture agreement without the consent of both Joint Venture
parttes The loan was not interest beaning On 1 September 2007, the joint venture was dissolved, the remaining

outstanding balance {of £77,000) has therefore been included within other debtors (see note 9)

1" External funds (not included on the Balance Sheet)

2008 2007
£000 £000
Assets
Investments K2 | 349
Cash deposits 1,240 630
1,681 1,029
Ilabilities
Patients’ deposit scheme 250 250
Deposits held on behalf of patients 1,331 779
1,581 1029

External funds represent amounts held on behalf of patients under the patients’ deposit scheme, and cash deposits held

on behalf of patients

Under the patients’ deposit scheme amounts are repayable 1n periods up to 5 years from the balance sheet date
Certain of the funds are invested in gilts held in a Trust Account with National Westminster Bank Plc
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12 Cash at bank and in hand and bank loans

Cash and deposits

Unrestricted working capita!
Unrestncted cash at fund manager
Permanent endowment funds cash
Restncted cash

Bank overdraft
Total Cash and deposits

Bank Loans and finance leases
Repayable within one year,
included within creditors (note 13)

Long torm loans and finance leases
Repayable within one to two years
Repayable between two and five
years

Repayable after five years

Creditors amounts falllng

due after more than one year

Total bank loans and finance
leases

Net funds / (debt)

33
Consolidated Charitable Company

2008 Movement 2007 2008 Movement 2007
£:000 £'000 £000 £'000 £'000 £'000
11,450 1,320 10,130 7,397 (2,242) 9,639
9,011 7,563 1.448 9,011 7.563 1,448
142 (33) 175 - - -
315 (4,983) 5278 315 (4,960) 5,275
20,918 3.887 17.031 16,723 381 16,362
- 279 {279} - - -
20,918 4,166 (279} 16,752 361 16,362
{1,081) (264) (827) {689) 138 (827)
{1,081) (203) (888) {689) 199 (888)
{1,615) 954 (2,569) (685) 1,884 (2,569)
{12,750) 931 {13,681) {12,750} 931 {13,681)
{15.456) 1,682 (17,138) {14,124} 3,014 (17.,138)
{16,547) 1,418 (17.965) {14.813) 3,152 {17.965)
4,371 5,584 {1,213) 1,810 3,513 (1,603)

The following loan facilities to finance capital development are in place

«  £12 75M 10 year bullet ioan fixed at 4 6% interest to 24 October 2007, thereafter subject to rate change oplions

. £2 8M 15 year base rate linked reducing balance loan

. The interest rate applicable to this facihity has been fixed at 7 74% for ten years by means of an interest rate swap

agreement

. £2 4M 15 year fixed rate reducing batance agreement at 7 4% which loan was repaid in the year

s Anun-drawn 364 day facility of £23 25M base rate linked

The loans are secured by first lega! charges over the chantable company's freehold property at Clare House, Basildon,

Essex, Chftonville Middle School, Berkeley Close, and The Avenue, Northampton

The total finance lease creditors falling due after more than cne year 1s £1,180,595 {2007 £Nil)

13 Creditors: amounts falling due within one year

Bank overdraft and loan (note 12)
Finance lease (note 12)

Trade creditors

Taxation and social security

Amounts due to subsidiary and associated

undertakings
Other croditors
Accruals and deferred Income

Total

Charitable

Consolidated Company
2008 2007 2008 2007
E'000 £'000 £'000 £'000
(733) (1,106) {689) (827)
(358) - - -
{8,326) {10,059) {7,505) (7,682)
{2,051) (1,957) {1.640) {1.330)
- (23} {9,574) {1,142)
(2,078) (440) {1.476) (393)
(6,898) (5,962) (5,497) {4,942)
(20,444) (19,547) {26,381) (16,3186)
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14 Funds

(a) Consolidated

At 1 Apnl 2007

Net incoming resources
Transfer between funds
At 31 March 2008

(b) Charitable Company

At 1 Apnil 2007

Net incoming resources before

revaluation and investment asset disposals
Gains on revaluation and on

investment asset disposal

Transfer between funds

At 31 March 2008

(c) Transfer between funds

During the year, clanfication has been received from the Chanty Commission, as detalled in note 8 (a), and the land and

Permanent Restricted Unrestricted Total

Endowment funds funds funds
funds

£'000 £'000 £'000 £'000

3,197 5,278 96,980 105,465

141 37 505 683

(500) (5.000) 5,500 -

2,838 315 102,995 106,148

Restricted Unrestricted Total

funds funds funds

£'000 £'000 £'000

5,278 100,637 105,915

3z 4,263 4,300

- (2,934} (2,934)

(5,000} 5,000 -

315 106,966 107,281

buildings previously disclosed as permanent endowment has now been reclassified as unrestrncted funds

In 2006/07 St Andrew's Healthcare received a capital grant of £5,000,000 as a contribution towards the purchase of the
Chitonville site  Following the completion of this transaction the reserves attnbutable to this purchase have been

reclassified as unrestncted funds (see page 12 - Donations)

(d) Charitable Company

The company has no share capital and I1s hrmited by guarantee, each of the members has a lrability imited to £1 should

there be a deficit of assets after meeting iabilities on winding up




St Andrew’s Healthcare 35

15 Commitments

At the year end, the capital commitments were as follows

Consolidated Charitable Company

2008 2007 2008 2007

£'000 £'000 £000 £'000
Authonsed, and contracted for 14,956 39,684 16,452 41,031

At the year end, the annual commitments under non-cancellable operating leases for
land and builldings, were -

Consolidated Charitable Company
2008 2007 2008 2007
Expinng £'000 £000 £'000 £'000
After five years 270 - - -
270 - - -

At the year end, the annual commitments under non-cancellable operating leases for
assets other than land and bulldings, were -

Consolidated Charitable Company
2008 2007 2008 2007
Expinng £0060 £000 £'000 £'000
Within one year 54 13 54 L)
Within one to five years 43 48 41 48
97 €1 95 59

16 Pension Schemes

The Group operates two pension schemes, the assets of both are held separately from each other and those of the
Group The schemes are independently admimistered and the amounts charged n the accounts represent the
contnbutions payable to the schemes by the employer in respect of the accounting penod

The Standard Life Group Personal Pension

The plan I1s a stakeholder exempt defined contribution pension scheme The employee 15 required to contribute at least
3% of thewr pensionable pay The employer contnibuted 3% of pensionable pay up to 31 March 2002 and thereafter 1s
contributing 6% The pension cost charge for the year for this scheme was £709,000 (2007 £595,000)

The St Andrew’s Group of Hospitals Pension Scheme

The Group operates a trust-based cccupational scheme, the St Andrew's Group of Hospitals Pension Scheme that
provides benefits on a defined benefit basis The Scheme effectively closed to new entrants from 1 Apnl 2003 but
remains open to future accrual The assets of the scheme are held separately from those of the Group

The actuary has camed out a full valuation as at 31 March 2007 The results of this valuation have been used to
calculate the position on an FRS 17 basis as at 31 March 2008 by projecting forward members’ benefits and using the
value of the assets reported by the investment manager The major assumptions used in this valuation are

Valuation 31 March 2008 31 March 31 March 2006
as at 2007
Rate of increase in salanes 5 00% 450% 4 25%
Rate of increase in pensions in payment 350% 300% 275%
Rate of increase of pensions in deferment 350% 300% 275%
Discount rate 6 00% 520% 500%
Inflation assumption 350% 300% 275%

The assumptions used by the actuary are the best estmates chosen from a range of possible actuanal assumptions
which, due to the timescale covered, may not necessanly be borne out In practice
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16 Pension Schemes (Continued)

Scheme assets

36

The fair value of the scheme's assets, which are not intended to be realised in the short term and may be subject to
significant change before they are realised, and the present value of the scheme's labiliies, which are dernived from cash

flow projections over long pencds and thus inherently uncertain were

Long-term
rate of
Return

Long-term
rate of
Retumn

expected at Value at  expected at

31-Mar-08 31-Mar-08

£'000

Equities 7 26% 84,548
Bonds 525% 22,953
Property 7 25% 3,360
Cash 525% 6,534
Total market value of assets 117,395
Present value of scheme llabilities 132,487
Deficit in the Scheme (15,092)

Consolidated Reserves Note

Net assets excluding pension hability
Pension hability

Net assets including pension liability

Analysis of the amount charged to the
staterment of financial activities {(SOFA)

Current service cost
Past service cost
Total cperating charge

Analysis of the amount credited to other finance income

Expected return cn pension scheme assets
Interest on pension scheme habiliies
Net retum

31-Mar-07

7 25%
5 00%
725%
525%

Analysis of actuarial amounts recognised in statement of financial activities (SOFA)

Actual retum less expected retum on pension scheme assets

Expenence gains and losses ansing on the scheme kabilities

Changes in assumptons underlying the present value of the scheme lhiabilittes
Actuanal (loss)/gam recognised in SOFA

Movement in deficit duning the year

Deficit in scheme at the beginning of the year
Movement in year

Current and past service cost

Contnbutions

Qther finance income

Actuanal (loss)ygain

Deficit in scheme at the end of the year

Long-term

rate of

Retumn
Value at  expected at Value at
31-Mar-07 A-Mar-06 31-Mar-06
£000 £000
89,379 7 00% 83,491
22,184 4 50% 6,240
3,719 7 00% 3,288
1,667 4 50% 15,130
116,849 108,149
120,766 112,178
B3,917) (4.029)
2008 2007 2005
£'000 £'000 £'000
121,240 109,382 97,896
{15,092) (3,917) {4 029)
106,148 105,465 93,867
2008 2007 2006
£'000 £'000 £'000
4,886 4,140 4,346
- 220 -
4,886 4,360 4,346
2008 2007 2005
£'000 £'000 £'000
7,956 7.105 5722
{6,493) {5.811) (5,517)
1,463 1,204 205
2008 2007 2008
£000 £'000 £'000
(12,049) 243 16,286
(3,518) 115 (362)
(708) (1,089) {3,679)
(16,273) {723) 12,245
2008 2007 2006
£'000 £'000 £:000
(3,917) (4,029) (19,914)
{4,886) (4,360) (4,348)
8,621 3,901 7.781
1,463 1,294 205
{16,273} (723) 12,245
(15,092) (3,917} {4,029)
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16 Pension Schemes (Continued)
History of expenence gains and losses

Difference between the expected and actual retum on scheme assets
Amount £'000

percentage of scheme assets

Expenenced gans and losses on scheme labilities

Amount £'000

percentage of the present value of the scheme habilities

Total amount recognised in SOFA

Amount £'000

percentage of the present value of the scheme labiities

17 Taxation

2008

{12,049)
10 0%

(3,516)
30%

{16,273)
120%

2007

243
02%

1156
01%

(723)
-06%

2008

16,286
15 1%

(362)
-0 3%

12,245
10 9%

37

2005

3,766
4 6%

225
02%

(13,831)
136%

As a chanty, St Andrew's Healthcare 1s broadly exempt from tax on the income and gains ansing from rts
charitable activites and its investments to the extent that the income and gains are applied for charitable
purposes only The taxation charge of £256,000 (2007 £248,000) represents the Group’'s share of tax

suffered by joint ventures and subsidiary companies

Analysis of the tax charge-*

The tax charge on the profit on ordinary activities of the subsidianes for the year was as follows

2008 2007

£000 £000
Current tax
UK corporation tax 261 241
Qver/under provision in pnor year {4) (1)
Tota! current tax 257 240
Deferred tax (note 18) {1) 8
Tax on prefit on ordinary activities of subsidianes 256 248

UK corporation tax was charged at 30% in 2008 Foilowing changes in the recent Budget, future profits

chargeable to corporation tax will be subject to a 28% taxation rate

Factors affecting the tax charge:

The tax assessed for the year 1s higher (2007 higher) than the standard rate of corporation tax in the UK

The difference 1s explained below

2008 2007
£'000 £000
Profit on ordinary actvities before tax 87 700
Profit on ordinary activihes multiplied by the standard rate of corporation
tax in the UK of 30% (2007 - 28%) 26 196
Effects of
Expenses not deductable for tax purposes 9 2
Depreciation add back 236 106
Capital allowances (256} (72)
Other timing differences 245 9
Overiunder provision in pnor year (4) m
Current tax charge 257 240
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18 Deferred taxation

19
(a)

{b)

(c}

2008

£°000

Balance at 1 Apnl 2007 — accelerated capital allowances 87
Utilised in the year {1
Balance at 31 March 2008 — accelerated capital allowances 88

Connected charities and associated company
Workbridge Enterpnises Limited

Workbridge Enterprises Limited, The Old Laundry, Bedford Road, Northampton NN4 7AD 1s a
company limited by guarantee whose object 1s to provide employment for socially and mentally
disabled members of the community Some members and employees of St Andrew's Healthcare are
also members of Workbndge Enterprises Limited The financial statements of Workbridge
Enterpnses Limited have not been consolidated into these financial statements, \n accordance with
FRS 2 “Accounting for subsidiary undertakings®, as the chantable company does not have direct
control and they are also deemed to be immatenal

It has been agreed that the St Andrew’s Healthcare and Workbridge Enterprises Limited charities
would work better together and the directors have decided in pnnciple that the two charties should
merge There would be a penod of consultation for Workbridge staff and assuming they accepted
the proposal there would then follow a period of work with the Charty Commission, at the end of
which Workbndge Enterprises Lumited would become a division of St Andrew's The identity and
brand would continue but would offer services that would link into St Andrew’s Healthcare

Three Shires Independent Hospital

Three Shires !ndependent Hospital, The Avenue, Clftonville, Northampton NN1 5DR was a
registered charnity operating within the grounds of the Group It was managed separately and
addressed a separate market Certan services were supplied by the Group to Three Shires
Independent Hospital on an arms length basis In Apnl 2004 St Andrew's Healthcare received a
substantial donation from the Three Shires Independent Hospital compnsing the buildings of the
Three Shires medical surgical hospital together with a significant donation of cash St Andrew's,
through its subsidiary company St Andrew’s Property Management Limited, acquired a 50% hoiding
In a new company Three Shires Hospital Limited which itself had acquired the business of the Three
Shires Hospital from the Three Shires Independent Hospital The remaning 50% of the shares in this
company are held by BMI Healthcare Limited BMI and St Andrew's Property Management Limited
entered Into a shareholders agreement governing the operation of Three Shires Hospital Limited
Three Shires Hospital Limited has leased the Three Shires Hospital bulldings from St Andrew’s and
entered into a management agreement with BMI to run the Three Shires Hospital

The Pavilion Chinic Limited

The Pawvilion Clinic Limited, 500 Pavilion Drive, Northampton Business Park, Northampton NN4 7YJ
1S a private company incorporated In January 2007, and 51% owned by the Three Shires Hospital
Limited The remaining 49% of the shares are held by The Global Clinic Northampton Limited The
Pavilion Ciinic provides a diagnostic centre of excellence in a dedicated environment, with consulting
and physiotherapy services
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19 Connected charities and associated company (Continued)
(d) St Andrew’s Group of Hospitals Limited.

This company 1s a wholly owned subsidiary and 1s currently dormant Once final agreement on the
permanent endowment land related to the builldings in St Andrew’s Hospital has been achieved with
the Chanty Commission 1t 1s anticipated that this company will become a corporate trustee of the
chanty St Andrew's Hospital (See also notes 6 and 23)

20 Related party transactions
The Group has not entered into any material transactions with related parties or Trustees during the year
which require disclosure under FRS 8 except as noted below With respect to consolidated entities the

Group has taken advantage of the exemption contained in FRS 8 and has not disclosed transactions with
those entities

Matenal transactions between the connected charities and the associated company comprise

2008 2007
Workbndge Enterprises Limited £'000 £'000
Rent recevable on leasehold land 45 45
Management and facility senices 9 2
Work expernence therapy purchased (252) {241}

2008 2007
STAC Healthcare Limited £'000 £'000
Rent payable to STAC Healthcare Limited on |and and buildings
leased by the St Andrew's Healthcare and Cygnet - {150)

Health Care Limited Joint Venture
Transactions with the now dissolved Cygnet Health Care Limited Joint Venture are detailed in notes 5 and
10
21 Related party balances

Included within debtors and creditors are the following matenal balances between the connected charities
and the associated company

Consolidated Chantable Company

2003 2007 2008 2007

£000 £'000 £'000 £'000
Workbndge Enterprises Limited (creditor) {21} {20) {21) (20)
Workbridge Enterprises Limited (debtor) 14 - 14 -
STAC Hoalthcare Limited debtor - 272 - -

22 Ultimate controlling organisation

The directors consider that the ultimate controlling organisation 1s St Andrew's Healthcare
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23  Permanent endowment land and buildings

The discussions with the Chanty Comrmussion have determined that the land and onginal buildings on the main
Northampton site are not a permanent endowment The status of the Well Vale Estate and investments held by
the Chanty 1s still being investigated

The land and onginal buildings on the main Northampton site are now reclassified as unrestricted funds The
transfer documents are being prepared to transfer the tile to the chantable company The results of the
Chanty, St Andrew’s Hospital, have been consolidated into the Group

The Chanty continues to discuss with the Chanty Commission the status of the investment i the Well Vale
Estate and the residual investments, which should be resolved in due course and the status of the Chanty, St
Andrew’s Hospital, will then be determined

24 VAT reclaims

During the year, St Andrew’s Healthcare was successful in reclaiming VAT in respect of drug purchases
made by the charity over the last 30 years The refund amounted to £1,078,000 and costs attnbutabte to this
claim amounted to £253,000 The net receipt of £825,000 has been shown ¢n the face of the statement of
financial activities

In addtion, the chantable company’'s subsidiary, St Andrew’s Property Management Limited, has
successfully appealed against a previous HM Revenue and Customs decision concerning the zero-rating of
the construction of certain properties (as descnbed 1n the Report of the Directors) This has resulted in the
chartable company reclaiming £5 2M of VAT, which has been reflected as a reduction In the cost of the
relevant assets in Note 8 The associated costs of this reclaim, which are chiefly professional costs, have
been expensed in the year

25 Post balance sheet event

On the 25" Apnl 2008, it was agreed that the St Andrew's Healthcare and Workbrnidge Enterpnses Limited
chanties would work better together and the directors had decided in principle that the two chantes should
merge There would be a period of consultation for Workbridge Enterprises Limited staff and assurming they
accepted the proposal there will then follow a long penod of work with the Chanity Commission, at the end of
which Workbndge Enterpnses Limited would become a division of St Andrew's Healthcare The identity and
brand would continue but would offer services that would link into St Andrew’s Healthcare




