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MHA CARE GROUP
BCOARD OF DIRECTORS' REPORT

31 March 2003
Status of Group

MHA Care Group is a company limited by guarantee, a registered Charity and a Registered Social Landlord.
It is governed by Memorandum and Articles of Association.

The objects of the Group as recorded in the Memorandum and Articles of Association are:

The Group’s objects shall be for the relief of elderly people and other adults in need, particularly (but not
limited to) those with mental iliness or physical/learning disabilities by providing:

i)  care and support services; and/or
i) accommodation: and/or
il any other provision (whether or not similar to the foregoing),

which may facilitate an improved quality of life in the United Kingdom or elsewhere.

Review of the business

The surplus of the Group for the year ended 31 March 2003 shown in the Income and Expenditure account is
£2,485,000 (2002: £1,227,000). :

The Group Balance Sheet shows fixed assets of £87.8m paid for with the assistance of £17.9m in capital

grants from the Housing Corporation and Local Authorities, and £5m in charitable grants from Methodist
Homes for the Aged.

The average number of days between receipt and payment of purchase invoices is 27 (2002; 21).

Methodist Home for the Aged

We increased the number of residential places available by 212 during the year. This was achieved by
acquiring purpose built nursing homes at Brockworth, Gloucester (55), Hartcliffe, Bristol (66) and Aughton,
Ormskirk (50) as well as buiiding an exira 41 residential places at our existing homes.

During the year a new home was built in the grounds of our home at Wallington. The old home at Wallington
was the very first home from which the pioneering work of the organisation started in 1943. It is quite appropriate
in our diamond jubilee year that we are able to replace it with a purpose built home and aiso develop the site to
meet the needs of the elderly by demolishing the old home and providing retirement flats for sale.

The total number of residential places available is 1,785 at 47 locations. After the year end we acquired a home
in Penarth with 45 residential places in April and we have built a home at Ripley to create 45 residential places
which was complated in August 2003. Land was acquired at Swindon in anticipation of future development.

On 1 April 2002, Methodist Homes Housing Association a fellow subsidiary within MHA Care Group
successfully took over the management of all flats in our sheltered housing schemss, 183 in total. This
enabled Methodist Homes for the Aged to concentrate on its core focus of care rather than housing
management and still retain income and ownership of its sheltered housing stock.

During the year work commenced on two further schemes of retirement housing. In the grounds of the
home at Lincoln we are building 16 retirernent flats for sale and on a former church site in Pimlico, London we
are building 11 retirement flats for sale. This continued our work which we started last year in Penarth.
Opportunities for further schemes are being considered at other locations.




MHA CARE GROUP
BOARD OF DIRECTORS' REPORT

31 March 2003

Methodist Home for the Aged {continued)

Our Live at Home schemes contihue to involve more service users than our residential and housing
schemes combined and we estimate that up fo 4,500 older people use our services each week from 52
locations. These schemes offer one-to-one befriending services, a range of social activities and each scheme
provides services to meet the specific needs of its local cormmunity. Totally reliant on the help and support of
volunteers, these community-based services are designed to support older people in their own homes.
Growth in these existing service areas will be self-financing in line with our strategic plan, thus enabling our

charitable resources to be used for improving our existing services, the development of new services and
campaigning on behalf of older people.

We are developing health and social care services to provide commissioned services offering day care,
night care, domestic support and crisis intervention services concentrating on dementia care and heiping
older people to stay at home and out of hospital during periods of sickness and ill-health.

The Statement of Financial Activities shows {otal incoming resources of £36.5m, a 16% increase on the

previous financial year. Incoming resources from services to elderly people have grown by 19%, reflecting
continued expansion as detaiied in the Review of Activities.

Charitable income for the year was £5.2m. Methodist Homes for the Aged is very grateful to all those who
have so generously supparted the work. This continued support enables Methodist Homes for the Aged to
plan further deveiopments {o existing services and to plan new initiatives to provide services to a wider group
of older peaple including those requiring financial support.

The greater part of charitable income has been used to meet the capital costs of carrying out Methodist
Homes for the Aged charitable objectives by providing new accommodation and improvements to existing
buildings. Capital expenditure is shown in the Balance Sheet and related notes.

The net movement of funds of £2.1.m is added to the total balances brought forward of £60m.

Methodist Homes Housing Association

At 31 March 2003 the Housing Association owned or managed 27 sheltered housing schemes consisting of
724 flats. The Association provides a range of quality accommodation for rent {o enable older people to retain

their privacy and independence in their own flat or bungalow, reassured by access to a variety of support
services and emergency help if required.

On 1 April 2002 the Housing Association took over the management of the sheltered housing stock of
Methodist Homes for the Aged consisting of 183 flats. This enabled the Housing Asscciation to expand its
core focus of managing an expanded housing stock without transferring ownership or income from Methodist
Homes for the Aged. The contracts of employment of the staff employed by Methodist Homes for the Aged
were transferred to the Housing Association at the same time.

Work commenced during the year at the site in Kirkiees, Huddersfield constructing 45 flats in partnership with
Kirkiees Council and Kirklees Black Elders. The scheme’s cost of £3.6m will be partly financed by Housing
Corporaticn grant of £2,7m.,

We are pleased to report that the Housing Association has successfully bid for, and has been granted, an
allocation from the Housing Corporation funding for the 2003/04 Approved Developmeni Programme. The
proposed developments are o build two extra care sheltered schemes:

« in Moortown, Leeds to provide 65 flats cosiing £6.2m with a grant allocation of £4.6m. Additional
fundraising is also proposed to generate further facilities for the scheme.
¢ In Wolverhampton to provide 40 flats costing £3.3m with a grant allocation of £3m.




MHA CARE GROUP

BOARD OF DIRECTORS' REPORT

31 March 2003

Methodist Homes Housing Association (continued)

Following the inspection in February 2003, the Audit Commission reported in April 2003 that the Association
was providing a satisfactory service to its tenants. Tenants interviewed expressed a high degree of
satisfaction with the Association, the homes it provides and its staff.

The surplus for the year ended 31 March 2003 shown in the Income and Expenditure account is £279,000
(2002 £343,000). Rent losses due to voids fell to 1.1% of rent (2002 1.4%) but an increase in operating
costs per unit more than off-set this improvement. The Balance Sheet shows fixed assets of £28.2m paid
for with the assistance of £17.9m in capital grants from the Housing Corporation and Local Authorities and
£5m in charitable grants from Methodist Homes for the Aged.

Changes in fixed assets

Details of fixed assets are shown in Note 8 and are recorded under the historical cost convention.

The group incurred capital expenditure of £9.816m (2002 £5.352m) on new homes and improvements. The
expenditure was financed by grants of £0.539m (2002 Enil) received from the Housing Corporation, loans of
£4.5m (2002 £nil} and the balance from the Group's own resources.

Auditors

At the Annual General Meeting in September 2002 Baker Tilly were appointed as auditors to the Group. A
resolution to re-appoint Baker Tilly will be proposed at the 2003 Annual General Meeting.

The report of the Board was approved on 10 September 2003 and signed on its behalif by:

Epworth House

Stuart Street BRIAN COLDWELL
DERBY Chair
DE1 2EQ

10 September 2003
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MHA CARE GROUP
STATEMENT ON CORPORATE GOVERNANCE

31 March 2003

Board Structure

The Board consists of 12 Board Members, 4 of whom are Church appointments, 4 of whom are
representatives of the group’s subsidiary Boards, and 4 of whom are Independent nominations.

The Church appointees are formally appointed by the Conference of the Methodist Church. The
representatives of the Group's subsidiary Boards are appointed by the subsidiary Boards. The independent
nominees are appointed by the Board at its annual general meeting. Uniess co-opted, members of the Board
must already be sharehoiders of the Association. Members of the public become shareholders at the

discretion of the Board. The recruitment of new board members is through a process of advertisement,
application and interview.

Board members may serve for a maximum period of 6 years, subject to re-election during that period.

Members who served on the Board during the year are shown in the list of officers on page 1.

Board elements

The Group is governed by the Board, which is elected in accordance with the Articles of Association and meets
at least twice every year,

The Board has establisned the following committees:

] The Audit Committee advises the Board on all matters relating to the annual financial statements, risk
management, external audit and internal financial control.

n The Board Successton Commitiee ensures that a full complement of Board Members with a wide and
relevant range of skills and experience serve on the Board.

The Development Committee acts, under delegated authority from the Board, to approve expenditure on
new developments and negotiated contracts.

| The Remuneration Committee determines, on behalf of the Board, the remuneration of the corporate
management team.

The Pensions Advisory Committee, which includes representatives of management and staff, advises the
Board on the operation of the pension schemes.

CODE OF GOVERNANCE: In January 2000, the National Housing Federation (NHF) adopted a revised Code
of Governance for the guidance of NHF members, so that they could continue to follow the highest standards of
governance, accountability and probity, while responding to an environment of change and risk.

The Group complies with the NHF Code of Governance, subject {o the following:

| As an organisation concerned with older people, the Assaciation does not consider it appropriate to apply

an age limit for Board members.
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MHA CARE GROUP
STATEMENT OF THE BOARD’S RESPONSIBILITIES

31 March 2003

Financial statements

We are required under Companies Act and Housing Association legislation to prepare financial statements for
each financial year which give a true and fair view of the state of affairs of the Group at the end of the financial
year and of the income and expenditure of the Group for the year ended on that date.

In preparing these financial statements we are required to:
L select suitable accounting policies and apply them consistently;
n make reasonable and prudent judgements and estimates;

= state whether applicable accounting standards and stetements of recommended practice have been
followed, and give details of any departures; and

®  prepare the financial statements on a going concern basis unless in our view the Group will be unable to
continue in operation.

We are also responsible for:
| keeping proper accounting records;

] maintaining a satisfactory system of control over the accounting records and transactions;
| safeguarding the Group's assets;
u

taking reasonable steps for the prevention and detection of fraud and other irregularities.

Internal financial control assurance

The Board is responsible for the Group's systems of internal financial control. Such systems can only provide
reasonable, not absolute, assurance against materiai misstatement or loss. '

Following publication of the Housing Corporation circular R2-25/01 Internal Controls Assurance, the Board
confirms there is an ongoing process for identifying, evaluating and managing significant risks to the

achievement of the Group’s strategic objectives. It has established the following key procedures, which are
designed to provide effective internal financial control:

| Control environment and procedures: the Board has approved Standing Orders, which establish
clear managernent responsibilities in relation to financial control and limits 1o management discretion.
Financial processes are supervised by staff with appropriate experience and qualifications.

= Risk management: The Board has adopted Financial Strategies, which are designed tfo identify and

control significant risks facing the organisation. All significant initiatives and capital investments are
subject to formal authorisation procedures.

u Management information: The Board approves annually a rolling Three Year Plan, which
incorporates an Annual Budget, and receives reguiar financial and management reports which identify
variances from budget and key financial indicators.

n Monitoring systems: The Board has an Audit Committee, which reviews reports from management,
external auditors and internal auditors to provide reasonable assurance that control procedures are in
place and being followed. The Committee makes reguiar reports to the Board.

The Board has reviewed the effectiveness of the system of internal financial control for the year ended 31
March 2003 and until 10 September 2003. No weaknesses were found which resulied in material losses,

contingencies or uncentainties which require disclosure in the financial statements or in the auditor's report of
those financial statements.
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Independent auditor’s report to the members of MHA Care Group and Subsidiaries

We have audited the financial statements of MHA Care Group and subsidiaries for the year ended 31 March
2003 which comprises the Consolidated Income and Expenditure Account, the Consolidated Statement of

Recognised Surpluses and Deficits the Consolidated Balance Sheet, the Parent Balance Sheet, the
Consolidated Cash Flow Statement and the related notes.

This report is made solely to the company's members, as a body, in accordance with section 235 of the
Companies Act 1985. Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’'s members as & body, for our audit work, for this report, or for the opinions we have formed,

Respective responsibilities of directors and auditors

The Directors’ responsibilities for preparing the Annual Report and the financial statements in accordance

with applicable law and United Kingdom Accounting Siandards are set out in the Statement of the Board's
Responsibilities on page 7.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and United Kingdom Auditing Standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985, the Housing Act 1996 and the Accounting
Requirements for Reqistered Social Landlords General Determination 2000. We also report to you if, in our
opinion, the Directors’ Report is not consistent with the financial statements, if the Company has not kept

praper accounting recards, if we have not received all the information and explanations we require for our
audit, or if information specified by law is not disclosed.

We read other information contained in the Annual Report and consider whether it is consistent with the
audited financial statements. This other information comprises only the Directors’ Report. We consider the
implications for our report if we become aware of any apparent misstatements or material inconsistencies
with the financial statements. Our responsibilities do not extend to any other information.

Basis of opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements, and of whether the

accounting policies are appropriate to the Company’s circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregularity or

error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the
financial statements.

Opinion
In our opinion the financial statements give a true and fair view of the state of affairs of the Company and the
Group as at 31 March 2003 and of the surplus of the Company and the Group for the year then ended and

have been properly prepared in accordance with the Companies Act 1985, the Housing Act 1996 and the
Accounting Requirements for Registered Social Landlords General Determination 2000.

Yo hor ‘c\ﬂf\

BAKER TILLY
Registered Auditor
Chartered Accountants

Birmingham
10 September 2003




MHA CARE GROUP

CONSOLIDATED INCOME AND EXPENDITURE ACCOUNT

For the year ended 31 March 2003

Turnover

Less: Operating costs

Operating surplus
Surplus/(deficit) on disposal of property assets
Investment income

Interest payable and simitar charges

Surplus for the year before transfer of funds

Transfer of funds

Surplus recognised for the year

Note

16

2003
£°000

37,622

(35,663)

1,959
200
499

(173)

2,485

2,485

2002
£000

32,784

(31,655)

1,129
(268)
536

{172)

1,227

59,218

60,443




MHA CARE GROUP

CONSOLIDATED STATEMENT OF TOTAL RECOGNISED SURPLUSES
AND DEFICITS

For the year ended 31 March 2003

Surplus for the year

(Decrease)/increase in market value of investments

Total recognised surpluses for the year

10

2003
£'000

2,485

(89)

2,396

2002
£000

1,227

20

1,247




MHA CARE GROUP
COMPANY BALANCE SHEET

31 March 2003

2003 2002

Notes £000 £000 £°000 £000
Current assets
Debtors 10 B Y a7
Cash at bank 576 416

593 463

Current liabilities
Creditors: amounts falling due
within one year 12 G21) {441)
Net current assets 72 22
Total assets less current
liabilities 72 22
Capital and reserves
Revenue reserves 15 72 22

The financial statements on pages 9 to 29 were approved by the Board on 10 September 2003 and signed on

veereeneen... (Board Member)
T eviiineeeaeenee .. (BOArd Member)
WM&G {Secretary) ;

11




MHA CARE GROUP

CONSOLIDATED BALANCE SHEET

31 March 2003

Group Group
2003 2002
Fixed assets Notes £000 £000 £000 £000
Tangible fixed assets
Housing properties:
Gross cost 8 82,688 74,507
Less: Social Housing Grants 8 (17,877) (17,358)
Other Grants 8 (4,969) (4,969)
Depreciation 8 (2,223) {1,041)
57,619 51,129
Other 8 5,077 4,646
62,696 _ 55,785
Investment - Properties 9 . 395 395
63,091 56,180
Current assets
Retirement housing stock 1,363 541
Debtors 10 1,130 1,026
Investments 11 2,919 4,597
Cash at bank 7,937 6,136
Current liabilities 13,349 12,300
Creditors: amounts falling due
within one year 12 (3,453) (2,316)
Net current assets - 9,896 T 9,984
Total assets less current
liabilities 72,987 66,164
Creditors: amounts falling due .
after more than one year 13 6,130 1,635
Capital and reserves
Endowment reserve 16 736 661
Revaluation reserve 16 77 234
Resfricted reserve 16 13,236 13,461
Revenue reserves 16 52,808 50,173
66857 64,529
72,987 66,164

The financial stateménts on pages 9 to 29 were approved by the Board on 10 September 2003 and signed on its
behalf by

(Board Member)

-eeeeeenneo.. (Board Member)

~ MMLD (Secretary)

12
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MHA CARE GROUP
CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 March 2003

2003 2002
Notes £:000 £°000 £'000 £000

Net cash inflow from operating

activities 20(a) 4,993 2,528
Returns on investments and

servicing of finance

Investment income 499 535
Interest paid (230} (153)

269 382
Capital expenditure

Payments to acquire and
construct housing properties {9,218) (5,237)
Purchase of other fixed assets (129) (85)
Social Housing and other grants

received 539
Receipts on disposal of housing

properties 180 125
Receipts from sale of investment

properties - 344

(8,629) (4,853)

Net cash fiow before management
of liguid resources and financing (3,387) (1,343)

Management of liquid resources

Payments to acquire investments {517)
Proceeds from sale of investments 1,197

680 -
Financing

Increase in loans 4,500
Loans repaid : {12)

4,488 (21)

Increasef(decrease) in ¢ash 20(c) 1,801 (1,964)

13




MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003

Principal accounting policies
Introduction and accounting basis

The financial statements of the Group are prepared under the historical cost accounting rules in
accordance with the Housing Act 1896 and the Accounting Reguirements for Registered Sociai
Landlords General Determination 2000, applicable financial reporting standards and the Statement of
Recommended Practice (SORP): Accounting by Registered Social Landlords.

Investment properiies are accounted for in accordance with SSAP 19, *Accounting for Investment
Properties”, which provides that these should not be subject to pericdic depreciation charges {unless
held on lease), but should be shown at open market value. This is contrary toa the Companies Act 1985
which states that, subject to any provision for depreciation or diminution in vaiue, fixed assets are
normally to be stated at purchase price or production cost. Current cost accounting or the revaluation of
specific assets to market value, as determined at the date of their last valuation , is also permitted.

The treatment of investment properties under the Companies Act does not give a true and fair view as
these assets are not held for consumption in the business but as investments, the disposal of which
would not materially affect any manufacturing or trading operations of the enterprise. In such a case it is
the curreni value of these invesiments, and changes in thal current value, which are of prime

impartance. Consequently, for the proper appreciation of the financial position, the accounting treatment .
required by SSAP 19 is considered appropriate for investment properties.

Details of the current value and historical cost information for investment properties are given in Note 9.
Basis of consolidation

The Group financial statements consolidate the financial statements of MHA Care Group and its
subsidiary underiakings. Intra-group profits are efiminated on consolidation. Surplus and deficits of
companies entering or leaving the groun are included from the date of acquisition or up to the date of

disposal. The net assets of subsidiaries acquired are included on the basis of their fair value at the date
of acquisition being the date of which control passes.

Turnover

Turnover represents the Group’s rental and service charge income, donations, fees and certain revenue
grants. All income is recognised on a receivable basis.

Donations, iegacies and other voluntary income

Donations, legacies and other voluntary income is included in income when the group is certain of
receipt.

Operating costs

Overheads relating to housing developments are capitalised and excluded from operating costs.

14




MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
{continued)

Apportionment of management expenditure

All Head Office staff are employed by MHA Care Group. Costs are shared on the basis of the proportion
of time spent by each member of staff on work associated with each subsidiary. The Head Office
premises are jointly occupied and office services are shared,

Costs which cannot be directly and wholly attributed to one organisation are shared pro rata to salary
costs.

Within the financial statements of the Group, management expenses are allocated, again on the basis
of the time spent, {o four separate items:

)] Development
fi) Management
iy  Services

W)  Maintenance

Tangible fixed assets and depreciation

Housing properties including properties under construction are stated at cost less applicable Social -
Housing and other grants.

The ¢ost of housing property includes applicable overhead expenditure and capitalised interest. Interest

on loans deemed to be financing a development is capitalised.up to the date of practical completion of a
housing scheme.

Housing properties in the course of development are stated at cost and are transferred into housing
properties when completed.

Land is stated at cost and is not depreciated.

Freehold and long leasehold buildings are depreciated over their expected useful life of forty years, or
the life of the iease if shorter, on a straighi-line basis,

Computer equipment and motor vehicles are depreciated over three to five years except for minibuses
financed from restricted funds, which are written off in the year of purchase.

Improvements which enhance the future economic benefits of the property or extends its overall useful
life are capitalised and are fully written off over the expected useful life of the property.

Social Housing Grants

Where housing developments have been financed wholly or partly by Social Housing or other grants,
the cost of these developments has been reduced by the amounts of the grant received. Grants
received in excess of the cosis to date of schemes in the course of development are shown as current

liabilities. Capital grants conditional on the occurrence of specific events are recognised when those
events have occurred.

Social Housing Grants are repayable under certain circumstances, primarily following sale of a property.
Where property is charged, Social Housing Grant normally ranks as subordinated unsecured debt.

15
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MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
{continued)

Investments

Investments in securities are shown in the financial statements at their market value at the balance
sheet date.

Retirement housing

Retirement housing for sale is freated as stock and is therefore valued at the lower of cost and net

realisable value. Net realisable value is based upon estimated selling price less further costs expected
to he incurred to completion and disposal.

Revaluation reserve

This reserve represents the unrealised surpluses arising from the revaluation of investments.

Restricted reserve: Rent Surpius Fund retention

The Group transfers sums to a major repairs reserve equal to the amount required by the statutory Rent
Surplus Fund calculation in respect of properties developed prior to the arrangements introduced by the
Housing Act 1988. Sums are withdrawn from this reserve to the extent that major repairs expenditure in
respect of these properties is not funded by grants.

Taxation

The Group has charitable status and is therefore not subject o Corporation Tax on its surplus.

The Group is registered for VAT. Most of the Group’s income (rents and grants) is exempt for VAT
purposes, which significantly restricts the recovery of VAT on expenditure.

Pensions: Defined bhenefit scheme

Contributions are charged to the profit and loss account so as io spread the cost of pensions over the
employees’ working life with the company. The regular cost is atiributed to the individual years using
the proiected unit method. Variations in cost which are identified as a result of actuarial valuations are
amortised over the average expected remaining working lives of employees in proportion to their
expected payroli costs. Differences between the amounts funded and the amounts charged to the profit
and loss account are treated as either provisions or prepayments in the balance sheet.

Pensions: Defined contribution scheme

Contributions are charged to the profit and loss account as they become payable in accordance with the
rules of the scheme.

16
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MHA CARE GROUP

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
(continued)

2003
Staff costs
Number
Average monthly number employed including the Chief
Executive (Full-time equivalent)
Residential homes 1,370
Sheltered housing 46
Live at Home 68
Office staff 100
1,584
Group staff costs including directors’ emoluments £'000
Wages and salaries 21,526
Social security costs 1,062
Other pension costs 1,059
23,647
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2002
Number
1,277
45

51
104

1,477

£000
19,177

957
952

21,086




MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
{continued)

5 Directors’ emoluments

The directors of the company under housing association legislation comprise the Board members and

the Chief Executive.
2003 2002
£:000 £'000
Directors’ emoluments
Including pension contributions and benefits in kind 93 90
Highest paid director -
Excluding pension contributions 86 42
{Chief Executive)
Number of directors to whom emoluments (including benefits in kind but excluding pension
contributions) were paid during the year and whose emoluments fall within the following bands:
Number Number
Nil _ 15 15
Between £30,001 and £40,000 - 1
{Chief Executive November 2001 — March 2002)
Between £40,001 and £50,000 - 1
(Chief Executive April - September 2001)
Between £80,001 and £90,000 : 1 -
£'000 £000
The directors were reimbursed expenses not chargeable
to United Kingdom Income Tax amounting to: 10 9

The Chief Executive is an ordinary member of the Group pension scheme {see note 19) and not

subject to any enhanced or special terms nor does the Association make any contribution to an
individual pension.

6 Operating surplus

2003 2002
£000 £000
Stated after charging:
Housing properties depreciation 1,187 1,068
Depreciation on other tangible fixed assets 202 250
Auditors’ remuneration in the capacity as auditors
(including VAT) 26 26
Revaluation deficit on investments 902 280
7 Interest payable and similar charges
On loans repayable wholly or partly in more than 5 years 173 172
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MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
{continued)
8 Group tangible fixed assets

Housing Housing
Residential Properties Properties
Housing properties Care Homes held for under Total
letting  development
£000 £'000 £000 £000
Cost
At 1 Aprit 2002 44,155 30,243 109 74,507
Additions 8,321 583 932 9,316
Disposals (95) {24) - (119)
Transfer to apartments for resale {1,008) - - {1,008)
Other transfers ' (498) {10} - (508)
At 31 March 2003 50,875 30,772 1,041 82,688
Social Housing & other Grants
At 1 April 2002 - 22327 - 22327
Additions - 538 539
Disposals - (20) - (20)
At 31 March 2003 - 22,307 539 22,846
Depreciation
At 1 April 2002 877 164 - 1,041
Charge for year 1,001 182 - 1,183
Disposals - (1) - (1)
Other transfers {148) 148 - -
At 31 March 2003 1,730 493 - 2,223
Net book value
At 31 March 2003 49,145 7,972 502 57,619
At 31 March 2002 43,278 7,752 109 51,139

Additions to housing properties under development including capitalised interest of £Nil (2002 £Nil) and
development administration of £53,000 (2002 £53,000).

Housing properties comprise: 2003 2002
£'000 £000
Freehold 52,085 46,162
Long leasehold 5,534 4,977
57,619 51,139
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MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
(continued)

8 Group tangible fixed assets (continued)
Furniture
Other Freehold equipment & Total
offices vehicles
£'000 £000 £000
Cost
At 1 April 2002 1,458 3,438 4,806
Additions - 129 129
Other transfers 508 - 508
At 31 March 2003 1,966 3,567 5,533
Depreciation
At 1 Aprii 2002 43 207 250
Charge for the year 44 162 206
At 31 March 2003 87 369 456
Net book value
31 March 2003 1,879 3,198 5,077
31 March 2002 1,415 3,231 4 846
9 Investment properties
2003 2002
Group Group
£000 £000

Freehold land and buildings — UK
Value at 31 March 2002 395
Transfer from Methodist Homes for
The Aged (Trust)

- 519
Adjustment arising on revaluation - 51
Disposals ' - {(175)
Value at 31 March 2003 395 395

Investment Properties were valued at 31 March 2002 by Pinders Professional & Consultancy Services
Lirited, Chartered Surveyors, on the basis of open market value. The directors are of the opinion that
there has been no change to the valuation of the investment properties as at 31 March 2003.
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MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
{continued)

10 Debtors
Group Company
2003 2002 2003 2002
£000 £000 £°000 £'000
Arrears of services and rent 725 694 - -
Cther debtors 405 332 17 10
Armounts due from subsidiary
undertakings - - - 37
1,130 1,028 17 47
11 Investments
Group Company
2003 - 2002 2003 2002
£'000 £'000 £'000 £000
Methodist Church Central
Finance Board:
Managed Equity Fund 2,080 3,843 - -
Managed Fixed interest Fund 839 754 - .
2,919 4,597 - -
12  Creditors: amounts falling due
within one year
Group Company
2003 2002 2003 2002
£°000 £°000 £000 £°000
Trade creditors 1,672 986 154 281
Prepayments of rent and
service charges 3985 385 - -
Taxation and social security I 198 58 55
Accruals and deferred income 840 409 - 9
Housing loans — interest 13 78 - -
Housing loans — principal 5 8 - -
Amaunts due to subsidiary
undertakings - - 162 -
Other creditars 407 256 147 96
3,453 2,318 521 441
23
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MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
{continued)

13 Creditors: amounts falling due after more than one year

Loans from the Housing Corporation, Local Authorities, Banks and Building Societies are secured by

specific charges on the Group’s housing properties and are repayable at varying rates of interest in
instalments due as follows:

Group
2003 2002
£000 £2000
Between two and five years 366 44
In five years or more 5,764 1,591

6,130 1,635

14 Share capital

The company is limited by guarantee and has no share capital.

15 Revenue reserve

Company

£'600

1 April 2002 22
Surplus for the year 50
31 March 2003 72

E ]
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MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
{continued)

Group
2003 2002
Capital commitments £7000 £'000
Expenditure contracted, less certified 7,720 6,119
Expenditure authorised by the Board, but not contracted 40,486 17,090
48,208 23,209

Contingent liabilities

At 31 March 2003 and 31 March 2002 there were no known contingent liabilities.

Pensions and similar obligations -

The Group operates three pension schemes, two defined benefit schemes and one defined

contribution scheme, all administered by The Pensions Trust. The Pensions Advisory Committee
advises the Board on the operation of the pension schemes.

A defined benefit scheme, which is a funded scheme, with the assets held in separate trustee
administered funds.

The financial assumptions used to calculate the group’s scheme liabilities under Financial Reporting
Standard 17, Retirement Benefits ("“FRS17"), are as follows:

2003 2002
% pa % pa
Inflation 2.50 2.50
Rate of increase in salaries 4.50 450
Rate of increase for pensions in payment 2.50* 2.50*
Rate of increase for deferred pensions 2.50 2.50"
Discount rate 540 5.90

* Pensions accrued before 1 January 2000 for members who joined the scheme before 1 November
1998 are subject to guaranteed fixed increases of 5% per annum in deferment and in payment.
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MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
{continued)

19  Pensions and similar obligations {continued)

The assets in the scheme and the expected rate of return were:

2003 2002
Fair  Expected Fair Expected
Value Return  Value Return
£'000 % £'000 Ya
Equities 8,317 9.10 10,444 7.90
Government bonds 3,192 450 2,742 5.30
Cash 492 3.75 6865 4.00
Total 12,001 7.66 13,851 7.20
Present value of scheme liabilities (20,044) {17,633)
Deficit in the scheme (8,043) (3,782)
FRS 17 funding level ' 60% 79%

The last formal valuation of the scheme was performed as at 30 September 2001 by a professionally
gualified actuary. A valuation is due to be made as at 30 September 2004.

The Group has contributed at the rate of 23.3% of pensionable salaries over the accounting period,
including member's contributions of 6.4%. The actuary has cenfirmed that the existing contribution
level can continue given the deficit which is forecast to be removed within 13 years.

(i1 A Career Average Revalued Eamings ("CARE") defined benefit scheme, administered by The

Pensions Trust which provides guaranteed benefits on earnings revalued by inflation. The
Association currently contributes 10% to the scheme.

(i) A defined contribution scheme, administered by The Pensions Trust, which provides benefits based on
the return earned by the investment. The Group confributes between 6% and 10% to the scheme.

The contribution by the Group to all pension schemes during the year amounted to £1,009,000 (2002:

£902,000).
20  Notes to the cash flow statement
2003 2002
a) Reconciliation of operating surplus to operating cash flows £°000 £000
Operating surplus 1,959 1,129
Profit from sale of retirement housing stock 118 97
Depreciation 1,389 1,318
Revaluation adjustment 775 280
Decrease in retirement housing stock 186 (541)
Increase in debtors (104) {128)
Increase in creditors 604 373
Loss on disposal of current asset investments 66 -
Net cash inflow from operating activities 4,993 2,528
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MHA CARE GROUP

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
{continued)

Notes to the cash flow statement (continued)

Reconciliation of net cash flow to movement in net debt

Increase/(decrease) in cash

Cash inflow from liquid resources
Cash inflow from increase in debt
Cash outflow from loan financing

Change in net debt resulting from cash flows

Loan indexation

Decrease in market value of current asset investment

Net funds transferred from Methodist Homes for the Aged

Movement in net debt
Net debt at 1 April 2002

Net debt at 31 March 2003

Analysis of net changes in
debt

Cash at bank and in hand

Debt due within one year

Housing loans — principal

Debt due after more than one year
Housing loans - principal

Bank loan

Current asset investments

Total

2003 2002
£000 £°000
1,801 (1,964)
(680) -
{4,500) -
12 21
(3,367) {(1,943)
(6) (18)
{998) (311)
- 11,590
(4,371H) 9,318
9,092 (226)
4,721 9,092
31 March Other 31 March
2002 Cash fiow changes 2003
£000 £000 £000 £000
6,136 1,801 - 7,937
(6) 12 (11) ()
(1,635) - 5 (1,630)

- (4,500) - (4,500)
4,697 {680) (998) 2,919
9,092 (3,367) (1,004) 4,721

28




I T

21

MHA CARE GROUP
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2003
(continued)

Group structure
MHA Care Group has the following subsidiary undertakings:
Methodist Homes Housing Assocciation

Incorparation: Industrial and Provident Societies Act 1965
Registered Number LH2343

Principal activity: Charitable provision and management of social housing

Methodist Homes for the Aged
Incorporation: Charity Registered Number 1083995

Principal activity: Charitable provision and management of residential care homes.

Redcroft Residential Home
incorporation: Charity Registration Number 251276
Principal activity: Charitable provision and management of a residential care home

This charity has not been consolidated on the grounds that the net assets and level of activities are not
material to the Group.

Methodist Homes (Second) Housing Association Limited

Incorporation: Industrial and Provident Societies Act 1965
Registered Number

Principal activity: Charitable provision and management of social housing.

This charity has not been consolidated on the grounds that the net assets and ievel of activities are not
material to the Group
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