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Royal Brompton and Harefield NHS Foundation Trust - for the Year to 31 March 2012

STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR TO 31 MARCH 2012

NOTE
Revenues from patient care activities 4
Other operating revenues 5
Operating expenses 6-9
OPERATING SURPLUS
Investment income 11
Revaluation gain on investment properties 12
Finance costs 13
Unwinding of Discount 28
SURPLUS FOR THE FINANCIAL PERIOD
Dividends payable on Public Dividend Capital
RETAINED SURPLUS FOR THE PERIOD
OTHER COMPREHENSIVE INCOME:
Impairments
Revaluation gain on Operating Properties

Total comprehensive income for the period

The notes on pages 5 to 34 form part of these accounts.

All revenue and expenditure is derived from continuing operations.

14
14

Year to 31 Year to 31
March 2012 March 2011
£000 £000
267,165 253,484
32,995 32,690
(263,260) (276,794)
6,900 9,380

33 32

1,327 4,028

(48} (45)

(20) (20)
8,194 13,375
{6,387} {6,508)
1,807 6,866
{1,356) {5,892)
1,177 947
1,628 1,021
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STATEMENT OF CASH.ELOWS FOR THE YEAR ENDED 31 MARCH 2012

Year to 31 Yeario 31
Mareh 2012 March 2011
N {restated)
. Note £000 £000
Cash flows from operating activities
Operating surplus 6,900 9,380
Cepreciation 14 17,520 15,089
(Increase)/decrease in inventories 869 {1,528)
(Increase)/decrease In trade and other receivables 3,137 2,228
Increase/(decrease} in trade and other payables 3,166 478
Other movements in Operating cash flows {3,3586) 9
{Decrease) in provisions 2,327 (22)
Net cash inflow from operating activities 30,553 25,638
Cash flows from investing acfivities
Interest received 11 33 32
Proceeds of Asset Disposals 14 464 ]
Net payments jor properly, plant and equipment 14 {10,635) (25,647)
Net cash outflow from Investing activities {10,138) (25,615)
Net cash inflow before financing 20,415 21
Cash flows from financing activities
Capital element of finance leases {216} (278)
Borrowing from {Repayment ofy Working Capital Facility 24 {5,000) 5,000
Increase {decrease) in Overdraft 24 (2.640) 5,439
Interest paid 13 {486) {45)
Dividend paid (6,594) {6,481}
Net cash (outflow)/inflow from financing {14,4986) 3,635
Net increase in cash and cash equivalents 5,919 3,656
Cash and cash equivalents at the beginning of the financial period 16,679 13,023

Cash and cash equivalents at the end of the financial period 22,598 16,679
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NOTES TO THE ACCOUNTS

1 ACCOUNTING POLICIES

Monitor has directed that the financial siatements of NHS foundation trusts shall meet the accounting requirements of the
NHS Foundation Trust Annual Reporting Manuat, which shall be agreed with HM Treasury. Consequently, these financial
statements have been prepared in accordance with the NHS Foundation Trust Annual Reporting Manual 2011/12 issued
by Monitor, The accounting policies contained in that manual follow International Financial Reporting Standards (IFRS) to
the extent that they are meaningful and appropriate to the NHS, as determined by HM Treasury, which is advised by the
Financial Reporting Advisory Board. Where the NHS Foundation Trust Annual Reperting Manual permits a choice of
accounting policy, the accounting policy which is judged to be most appropriate to the parlicular circumstances of the
Trust for the purpose of giving a fair view has been selected. The paricular policies adopted by the Trust are described
below. They have been applied consistently in dealing with items considered material in refation to the accounts.

1.4 Accounting convention

These accounts have been prepared under the historical cost convention modified to account for the revaluation of
property, plant and eqguipment.

1.2 Acquisitions and discontinued operations

Aclivities are considered 1o be ‘acquired’ only if they are taken on from outside the public sector, Activities are considered
to be ‘discontinued’ only if they cease entirely. They are not considered to be 'discontinued’ if they transfer from one
public sector body to another,

1.3 Care Trust designation

The Trust is not a 'Care Trust' for the purposes of this note.

1.4  Pooled Budgets

There are no pooled budget arrangemenis in place within the Trust,

1.5 Critical accounting judgements and key sources of estimation uncertainty

In the application of the Trust's accounting policies, management is required to make judgements, eslimates and
assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors, that are considered to be
relevant. Actual results may differ from those estimates. The estimates and underlying assumptions are reviewed on an
ongoing hasis. Revisions fo accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only thal period, or in the period of the revision and future pericds if the revision affects both current and
future periods.

1.5.1 Critical judgements in applying accounting policies

The following are the critical judgements, apart from those involving estimations (see below) that management has made
in the process of applying the Trust's accounting policies and that have the most significant effect on the amounts
recognised in the financial statements.

Provisions

A provision is recognised when the trust has a legal or constructive obligation as a result of a past event and it is probable
that an outflow of economic benefits will be required to settle the obligation. In addition to widely used estimation
techniques, judgement is required when determining the probable outflow of economic benefits relating to eary voluntary
refirement pension and injury benefi liabilities.

Provision for impairment of receivables
Management will use their judgement to decide when to write-off revenue or to provide against the probability of not being
able to collect debt.

Impairments, estimated asset lives and revaluations

The Trust is required to review properly, plant and equipment for impairment. in between formal valuations by qualified
surveyors, management make judgements about the condition of assets and review their estimated lives. Estimates are
used to assess the fair value of land and buildings assets at each year end, in comparison to the carrying value, which
may resuit in revaluation surpluses being accounted.
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1.5.2 Key sources of estimation uncertainty

1.6

1.7

1.8

1.9

Management has made the following critical judgement in the process of applying the entity's accounting poticies and
this has had a significant effect on the amounts recognised in the accounts:

1) The use of estimated asset lives in calculating depreciation (see note 14)
2) Provisions for early voluntary retirement pension contributions and injury benefit obligations are estimated using
expected life tables and discounted at the pensions rate of 1.8%. (see note 1.20)

Revenue

Revenue in respect of services provided is recognised when, and to the extent that, performance occurs and is
measured at the fair value of the consideration receivable, The main source of revenue for the Trust s from
commissioners for healthcare services.

Revenue is recognised on partially completed patient episodes in progress at each 31 March based on estimated costs
at the balance sheet date insofar as commissioning NHS bodies agree to recognise the corresponding expenditure.

The Trust's activities include only immaterial values from the selling of goods.

Interest revenue is accrued on a lime basis, by reference to the principat outstanding and interest rate applicable.

Employee benefits

Short-term employee benefits
Salaries, wages and employment-related payments are recognised in the period in which the service is received from

employees.

Retirement benefit costs

Past and present employees are covered by the provisions of the NHS Pensions Scheme. The scheme is an unfunded,
defined benefit scheme that covers NHS employers, General Practices and other bodies, allowed under the direction of
the Secretary of State, in England and Wales. The scheme is not designed to be run in a way that would enable NHS
bodies to identify their share of the underlying scheme assets and liabilities. Therefore, the scheme s accounted for by
the Trust as if it were a defined contribution scheme: the cost to the NHS body of participating in the scheme is taken as
equal to the contributions payable fo the scheme for the accounting period.

For early retirements other than those due to il heaith the additional pension liabilities are not funded by the scheme,
The full amount of the liability for the additional costs is charged to expenditure at the time the Trust commits itself to the
retirement, regardless of the method of payment.

Other expenses
Cther operating expenses are recognised when, and to the extent that, the goods or services have been received. They

are measured at the fair value of the consideration payable.

Property, plant and equipment

Recognition
Property, plant and equipment is capitalised if.
e it is held for use in delivering services or for administrative purposes;
e it is probable that future economic benefits will flow to, or service potential will be supplied to, the Trust;
s it is expected to be used for more than one financial year;
e the cost of the item can be measured reliably;
and
e the item has cost of at least £5,000; or
e collectively, a number of items have a cost of at least £5,000 and individually have a cost of more than £250, where the
assets are functionally interdependent, they had broadly simultaneous purchase dates, are anticipated to have
simultaneous disposal dates and are under single managerial control; or
o the items form part of the initial equipping and setting-up cost of a new building, ward or unit, irrespective of their
individual or collective cost,
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1.10

Valuation of Operating Properties

Land and buildings used for the Trust's services or for administrative purposes are stated in the balance sheet
at their revalued amounts, Under IAS 16 this is the fair value at the date of revaluation less any subsequent
accumulated depreciation and impairment losses. Revaluations are performed with sufficient regularity to
ensure that carrying amounts are not materially different from those that would be determined at the balance
sheet date. Fair values are determined as follows:

Land and non-specialised buildings - market value for existing use
Specialised buildings - depreciated replacement cost

Until 31 March 2008, the depreciated replacement cost of specialised buildings was estimated for an exact
replacement of the asset in its present location. Since then, HM Treasury has adopied a standard approach to
depreciated replacement cost valuations hased on medern equivalent assets and, where it would meet the
location requirements of the service being provided, an alternative site can be valued.

Land and buildings were most recently independently valued as at 31 March 2010. Valuation was conducted by
Drivers Jonas LLP who performed this in accordance with the Royal Instifute of Chariered Suveyors (RICS)
Appraisal and Valuation Manual and in accordance with International Financial Reporting requirements. The
assets were valued by reference fo the market conditions prevailing at the valuation date.

At 31 March 2012, the carrying valuation, as updated for movements arising in 2011/12, was considered by the
Director of Capital Projects and Development (a qualified Chartered Surveyor) who has provided the Trust
Board with assurance that property values are not unfairly stated in these financial statements.

Properties in the course of construction for service or administration purposes are carried at cost, less any
impairment loss. Cost includes professional fees and any direct borrowing cost charged by third parties as part
of financing arrangements associated with construction of the asset, but not borrowing cost incurred by the
Trust which might otherwise be attributable to the provision of the asset, which are recognised as expenses
immediately, as allowed by IAS 23 for assets held at falr value. Assets are revalued and depreciation
commences when they are brought into use.

Until 31 March 2008, all fixtures and equipment were carried at replacement cost, as assessed by indexation
and depreciation of historic cost. From 1 Aprii 2008 indexation on assets of low value ceased and the carrying
value of existing assets from that date could be written off over their remaining useful lives and new fixtures and
equipment carried at depreciated historic cost, as this is not considered to be materiafly different from fair value.

Any increase arising on revaluation is taken to the revaluation reserve except when it reverses an impairment
for the same asset previously recognised in expenditure, in which case it is credited to expenditure to the extent
of the decrease previously charged. A revaluation decrease is recognised as an impairment charged to the
revaluation reserve to the extent that there is a balance on the reserve for the asset and, thereafter, to
expenditure. Gains and losses recognised in the revaluation reserve are reported as other comprehensive
income in the Statement of Comprehensive Income.

Subsequent expenditure

Where subsequent expenditure enhances an asset beyond its original specification, the directly attributable cost
is capitalised. Where subsequent expenditure restores the asset to its original specification, the expenditure is
capitalised and any existing carrying value of the item replaced is written-out and charged to operating
expenses.

Intangible assets

Recognition

Intangible assets are non-monetary assets without physical substance, which are capable of sale separately
from the rest of the Trust’s business or which arise from contractual or other jegal rights. They are recognised
only when it is probable that future economic benefits will flow to, or service potential be provided to, the Trust;
and where the cost of the asset can be measured reliably, and is at least £5,000.
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1.12

1.13

1.14

Intangible assets acquired separately are initially recognised at fair value. Software that is integral to the operating of
hardware, for example an operating system, is capitalised as part of the relevant item of property, plant and equipment.
Software that is not integral to the operation of hardware, for example application soflware, is capitalised as an intangible
assel. Expenditure on research is not capitatised: it is recognised as an operating expense in the period in which it is
incurted. Internaily-generated assets are recognised if, and only if, all of the following hava been demonstrated:

» the technical feasibitity of completing the intangible asset so that it witl be avaiable for use

« the Infention to complete the intangible asset and use it

» the ability fo sell or use the intangible asset

@ how the intangible asset will generate probable future economic benefits or service potentiat

« the availabllity of adequate technical, financial and other resources to complete the intangible asset and sell or use it
» thie ability to measure refiably the expenditure attribulable to the intangible asset during its development

Measurement

The ameunt initially recognised for internally-generated intangible assets is the sum of the expenditure incurred from the
date when the criteriz above are initially met. Where no internaliy-generated intangible asset can be recognised, the
expenditure is recognised in the period in which # is incurred.

Foliowing initial recognition, intangible assets are carried at fair value by referance to an active markel, or, where no
active market exists, at amortised replacement cost (modern equivalent assets basis), indexed for relevant price
increases, as a proxy for fair vatue. Internally-developed software is held at historic cost to reflect the opposing effects of
increases in development costs and technological advances,

The Trust appiies the same principles to the amortisation of any intangible assets it may have as it applies to the
depreciation of tangible assets.

Depreciation, amortisation and impalrments

Freehoid fand and properfies under construction are not depreciated.

Otherwise, depreciation and amortisation are charged 1o write off the costs or valuation of property, plant and equipment
and intangible non-current assets, less any residual value, over their estimated usefus lives, In & manner that reflecis the
consumption of economic benafits or service potential of the assefs. The estimated useful life of an asset is the period
over which the Trust expects o obiain economic benefits or service polenlial from the asset, This is specific to the Trust
and may be shorter than the physical [ife of the asset itself. Estimated useful lives and residual values are reviewed each
year end, with the effect of any changes recognised on a prospective basis. Assets held under finance leases are
depreciated over their estimated useful lives, or, where shorter, the lease term.

At each reporting period end, the Trust checks whether there Is any indication that any of its tangible assels have
stiffered an impairment loss. If there Is indication of an impairment foss, the recoverable amount of the asset is
estimated to determine whether there has been a loss and, if 50, its amount.

If there has been an impairment loss arising from market moverments, the asset is writler: down to ils recoverable
amount, with the loss charged to the revaluation reserve to the extent that there is a batance on the reserve for the asset
and, thereafer, to expenditure. Where an Impzirment loss arises due to censumption of economic benefits, the loss
arising is charged to operating expenses and a fransfer is made from revaluation reserve fo income and expenditure
reserve to the extent that there is revaluation reserve avaiable,

Denated assets and Restatement of Accounting Policy

Donated non-current assets are capitalised at thelr fair value on recelpt, They are valued, depreciated and Impalred as
described above for purchased assets.

Untii 31 March 2010, a credit to match the capitalised value of the asset was made to the doration reserve. Subsequent
gains and lossed on revaluation and impalrments of assels donaled were faken to the donation reserve and, each year,
an amount equal to the depreciation charge on the asset was released from the donation reserve to offset the
expenditure.

From 1 April 2010, the value of the asset donated is freated as operating income of the Trust from the point at which any
conditions associated with the denation are met. 1n the majority of cases, the meeting of these condifions consists in
bringing a defined asset into operaticnal use within the Trust.

This change of accounting policy has required restatement of amounts in the year ended 31 March 2011, and of the
financial position at 1 April 2010. These accounis are so presented.

Government grants

Government grants are grants from government bedies which are not revenue from NHS badies for the provision of
services. They are of two types: revenue (that is, 1o fund the engoing costs of aspecls of services provided by the Trust
&g research) and capital (that Is, to fund the acquisition of non-current assets by the Trust). Both types of grant are
commonly geanted conditicnally, that is the funding should be applied in accordance with the intentions of the granting
body. Non-current assets purchased using government grant funding are valued, depreciated and impaired as described
above for purchased assets.

Until 31 March 2010, revenue grants were treated as deferred income initially and, over time, credited to income to match
the expenditure 1o which thay relate over the period in which tha relative expenditure was incurred. Ca pital grants were
similarly creditied to deferred income and releases mada each vear from this reserve 1o offset depreciation and
impairment costs associated with the relative assats,

From 1 April 2010, the value of the grant receivable is reated as operating income of the Trust from the point at which
any conditions associated wath the grant are mel For revenue grants, the amount of the grant is treated as Trust income
in the year in which it is received. For capiai grants, the grant is recognised as income of the Trust as scon as the
conditions of grant are met, which is typieally the bringing of a defined assel into operational use within the Trust,

This change of accounting pelicy has required restatement of amounts in the year ended 34 March 2011. These
accounts are so présented,

Non-current assets held for sale

Non-current assets are classified as held for sale If their carrying amount will be recovered principaily through a sale
transaction rather than through continuing use. This condition is regarded as met when the sale is highly probable, the
assel is available for immediate sale in #ts present condition and management is committed to the sale, which is
expected fo qualify for recognition as a completed sale within one year from the date of classification. Non-current assets
held for sale are measured at the lower of their previous carrying amount and fair vafus iess costs to seli. Fair value s
open market value including alternative uses.
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1.15

1.16

1.17

1.18

* The profit or loss arising on disposal of &t 8858t 15 the différence betwéen The sale proceeds and the ¢arying amount and

is recognised in the Statement of Comprehensive Income. On disposal, the bafance for the asset on the revaluation
reserve is fransferred to retained earnings.

Property, piant and equipment that is to be scrapped or demolished dues not guaiify for recognition as held for sale.
Instead, it is refained as an operational asset and its economic life is adjusted. The asset is de-recognised when it is
scrapped or demolished,

Leases

Leases are classified as finance leases when substantially all the risks and rewards of ownership are transferred to the
lessee. All other leases are classified as operating leases.

The Trust as lessee

Properly, plant and equipment held under finance leases are initially recognisad, at the inceplion of the lease, at fair value
or, if lower, at the present value of the minimum lease payments, with a matching liability for the lease obligation to the
fessor. Lease paymenis are apportioned befween finance charges and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are recognised in calculating the Trust's
surplus/deficit,

Operating lease payments are recognised as an expanse on a siraight-line basis over the lease term. Lease inceniives are
recognised initially as a liability and subsequently as a reduction of rentals on a straight-line basis over the lease term.

Contingent rentals are recognised as an expense in the period in which they are incurred.

Where a lease is for land and buildings, the land and building components are separated. Leased land is treated as an
operating lease. Leased buildings are assessed as to whether they are operating or finance leases.

The Trust as lessor

Amounts due from tessees under finance leases are recorded as recelvables at the amount of the Trust's net investment in
the leases. Finance lease income is allocated to accounting periods so as to reflect a constant periodic rate of return on
the Trust's net investment outstanding in respect of the leases.

Rental income from operating leases is recognised on a straight-line basis over the term of the lease. Initia) direct costs
incurrad in negotiating and arranging an operating lease are added to the carrying amount of the leased asset and
recognised on a straight-line basis over the lease term.

The Trust does not currently lease assets under finance leases as lessor, but does lease investment property under
operating leases as a lessor.

Private Finance Initiative (PFi} transactions

The Trust has no PFi transactions fo report.

investment properties

Investment property is defined in IAS 40 as property (fand or a building or part of a building, or both) hetd (by the owner or
by the lessee under a finance lease) fo earn rentals or for capital appreciation or both, rather than for;

{a) use in the production or supply of goods or services or for administrative purposes; or

(b) sale in the ordinary course of business.

Froperties rented out for the purpose of staff or relatives accommodation or insignificant parts of buildings rented out under

an operating lease are not classified as investment property.
Investment property is initially valued at cost and thereafter stated at fair value. Fair value is the amount for which an asset
could be exchanged between knowledgeable, willing parties in an arm's length transaction.

Investment properiy was valued as at 31 March 2010. The valuation was conducted by Drivers Jonas LLP (an independent
valuer) who performed this in accordance with the Royal institute of Chartered Surveyors (RICS) Appraisal and Valuation
Manual and in accordance with Internationat Financial Reporting requirements. The assets were valued by reference to the
market conditions prevailing at the valuation date,

At 31 March 2012, the carrying valuation, as updated for movements arising in 2011/12, was considered by the Director of
Capital Projects and Development (a qualified Chartered Surveyor) who has provided the Trust Board with assurance that
properdy values are not unfairly stated in these financial statements.

Under IAS 40 revaluations will be performed with sufficient regularity to ensure that carrying amounts are not materially
different from those that would be defermined at the balance sheet date.

Gains and losses arising from the revaluation of Investment properties are recognised in the surplus for the year,

Inventories

inventories are valued at the lower of cost and net realisable value. This is considered to be a reasonable approximation to
fair value due to the high turnover of stocks. Work-in-progress comprises goods in intermediate stages of production.
Partially completed contracts for patient services are not accounted for as work-in-progress but as receivables. Thisis
because partially completed patient episodes are verified between NHS providers and commissioners as part of the intra-
NHS Debtor/Creditor balances agreement exercise.
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1.19 Cash and cash equivalents

Cash is cash in hand and deposits with any financial institution repayable without penalty on notice of not more than 24
hours. Cash eguivalents are investments that mature in 3 months or less from the date of acquisition and that are readily
convertible fo known amounts of cash with insignificant risk of change in value.

1.20 Provisions

1.21

1.22

1.23

Provisions are recognised when the Trust has a present legal or constructive obligation as a result of a past event, it is
probable that the Trust will be required to settfe the obligation, and a reliable estimate can be made of the amount of the
obligation. The amount recognised as a provision is the best estimate of the expenditure required to settle the ohligation
at the balance sheet date, taking into account the risks and uncertainties. Where a provision is measured usfng the cash
flows estimated to settle the obligation, its carrying amount is the present vaiue of those cash flows using HM Treasury's
discount rate of 2.2% in real terms or 1.8% for pension related liabilities.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party,
the receivable is recognised as an asset if it is virtually certain that reimbursements will be received and the amount of the
receivable can be measured reliably.

Present obligations arising under onerous contracts are recognised and measured as a provision. An onerous contract is
considered fo exist where the Trust has a contract under which the unavoidable costs of meeting the obligations exceed
the economic benefits expected to be received under it.

A restructuring provision Is recognised when the Trust has developed a detailed formal plan for the restruciuring and has
raised a valid expectation in those affected that it will carry out the restructuring by starting to implement the ptan or
announcing its main features to those affected by it. The measurement of a restructuring provision includes only the direct
expenditures arising from restructuring, which are those amounts that are both necessarily entailed by the restructuring
and not associated with ongoing activities of the entity.

Clinical negligence costs

The NHS Litigation Authority (NHSLA) operates a risk pooling scheme under which the NHS Trust pays an annual
contribution to the NHSLA which in return settles alt clinical negligence claims. The contribution is charged to the income
statement, Although the NHSLA is administratively responsible for ali clinical negligence cases the legal liability remains
with the Trust. The total value of clinical negligence provisions carried by the NHSLA on behalf of the Trust is disclosed at

note 26,

Non-clinical risk pooling

The Trust participates in the Property Expenses Scheme and the Liabilities to Third Parties Scheme. Both are risk pooling
schemes under which the Trust pays an annual contribution to the NHS Litigation Authority and, in return, receives
assistance with the costs of claims arising. The annual membership contributions, and any excesses’ payable in respect
of particular claims are charged to operating expenses as and when they become due.

Contingencies

A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the frust, or a present
obligation that is nof recognised because it is not probable that a payment will be required to settle the obligation or the
amount of the obligation cannot be measured sufficiently reliably. A contingent liability is disclosed unless the possibility of
a payment is remote.

A contingent asset is & possible asset that arises from past events and whose existence will be confirmed by the
occurrence or non-occurrence of one or more uncertain fulure events not wholly within the control of the trust. A
contingent asset Is disclosed where an inflow of economic benefits is probable.

Where the time value of money is material, contingencies are disclosed at their present value.

1.24 Financial Assets

Financial assels are initially recognised at fair value. This is determined as follows:

e the fair value of financial assets and financial liabilities with standard terms and conditions and traded on active markets
are determined with reference to quoted market prices.

* the fair value of other financial assets and financial liabilities (excluding derivative instruments) are determined in
accordance with generally accepted pricing models based on discounted cash flow analysis

» the fair value of derivative instruments are calculated using quoted prices. Where such prices are not available, use is
made of discounted cash flow analysis using the applicable yield curve for the duration of the instrument.
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Financial assets are classified into the following categories: financial assets ‘at fair value through profit and loss’; *held to
maturity investments'; ‘available for sale’ financial assets, and ‘loans and receivables’. The classification depends on the
nature and purpose of the financial assets and is determined at the time of initial recognition.

Financial assets at fair value through profit and loss

Embedded derivatives that have different risks and characteristics to their host contracts, and contracts with embedded
derivatives whose separate value cannot be ascerlained, are treated as financial assets at fair value through profit and
loss. They are held at fair value, with any resultant gain or loss recognised in calculating the trust's surplus or deficit for
the year. The net gain or loss incorporates any interest earned on the financial asset.

The Trust has not into entered any contracts that have different risks and characteristics to their host contract.

Held to maturity investments

Held to maturity investments are non-derlvative financial assets with fixed or determinable payments and fixed maturity,
and there is a positive inlention and ahility to hold to maturity. Afier initial recognition, they are held at amortised cost
using the effective interest method, fess any impairment. Interest is recognised using the effective interest method.

The Trust does not hold any held to maturity investments and i is thought that any NHS frust is unlikely to have these.

Available for sale financial assets

Available for sale financial assets are non-derivative financial assets that are designated as available for sale or that do
not fall within any of the other three financial asset classifications. They are measured at fair value with changes in value
taken fo the revaluation reserve, with the exception of impairment losses. Accumulated gains or losses are recycled o
surplus/deficit on de-recognition,

The Trust does not hold any 'available for sale' financial assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments which are not quoted in an
active market. After initial recognition, they are measured at amortised cost using the effective interest method, less any
impairment. Interest is recognised using the effective inlerest method.

Other than for current trade recelvables, fair value is determined by reference to quoted market prices where possible,
otherwise by discounted cash flow technigttes .

The effective interest rate is the rate that exactly discounts estimated future cash receipls through the expected life of the
financial asset, to the initial fair value of the financial assst.

At the end of the reporting period, the Trust assesses whether any financial assets, other than those held at "fair value
through profit and loss’ are impaired. Financial assets are impaired and impairment losses recognised if there is objective
evidence of impairment as a result of one or more events which occurred after the initial recognition of the asset and
which has an impact on the estimated futtire cash flows of the asset.

For financial assets carried at amortised cost, the amount of the impairment toss is measured as the difference between
the asset’s carrying amount and the present value of the revised future cash flows discounted at the asset’s original
effective interest rate. The loss is recognised in expenditure and the carrying amount of the asset is reduced through a
provision for impairment of receivables.

if, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised, the previously recognised impairment loss is reversed through
expenditure to the extent that the carrying amount of the recelvable at the date of the impairment is reversed does not
exceed what the amorised cost would have been had the impairment not been recognised.

1.25 Financial liabilities

Financial liabilities are recognised on the statement of financial position when the Trust becomes party to the coniractual
provisions of the financial instrument or, in the case of trade payables, when the goods or services have been recelved.
Financial liabilities are de-recognised when the liability has been discharged, that is, the liability has been paid or has
expired.

Financial liabilities are classified as either financial liabilities at fair value through profit and loss or other financial
Hohilitine

Financial liabilifies af fair value through profit and loss

Derivatives and contracts with embedded derivalives that are separable from the host coniract under IAS 39 but whose
separate value cannot be ascertained are treated as financial labilities at fair value through profit and loss. They are held
at fair value, with any resultant gain or loss recognised in the income statement. The net gain or loss recognised in the
income statement incorporales any interest paid on the financial liability,

The Trust has not entered into any such condracts,
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1.26

1.27

1.28

1.29

1.30

Other financial liabiliies

Other financial labilities including horrowings are initially measured at fair value, less transaction cosis. They are
subsequently measured at amortised cost using the effective interest method, with interest expense recognised on an
effective yield basis. The effective interest method is a method of calculating the amortised cost of a financial liabilily and
of allocating interest expense aver the relevant period. The effeclive interest rate is the rate that exactly discounts
astimated future cash payments through the expected life of the financial liability.

Value added tax

Most of the activities of the Trust are outside the scope of VAT and, in general, output tax does not apply and input tax on
purchases is not recoverable. Irrecoverable VAT Is charged to the relevant expenditure category or included in the
capitalised purchase cost of fixed assets. Where output tax is charged or input VAT is recoverable, the amounts are
stated net of VAT.

Foreign currencies

The Trust's functional currency and presentational currency is sterling. Transactions denominated in a foreign currency
are transfated into sterling at the exchange rate ruling on the dates of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are retranslated at the spot exchange rate on 31 March. Resuiting
exchange gains and losses for either of these are recognised in the Trust's surplus/deficit in the period in which they
arise.

Third party assets

Assets belonging to third parties (such as money held on behalf of patients) are not recognised in the accounts since the
Trust has no beneficial interest in them. Details of third parly assets are given in Note 31 to the accounts.

Public Dividend Capital {PDC) and PDC dividend

Public Dividend Capital is a type of public sector equity finance based on the excess of assets over liabilities at the time
of the establishment of the predecessor NHS Trust. HM Treasury have determined that PDC s not a financial instrument
within the meaning of 1AS 32.

A charge, reflecting the cost of capital utilised by the NHS foundation trust, is payable as public dividend capital dividend,
The charge is calculated al the rate set by HM Treasury (currently 3.5%) on the average net relevant asseis of the Trust
during the financial year. Relevant net assets are calculated as the value of all assets, less the value of all iabilities,
except for (i) donated assets; (ii) net cash balances held with the Government Banking Service (GBS), excluding cash
balances held in GBS accounts that relale to a short-term working capital facility; and (jif) any PDGC dividend balance
receivable or payable. In accordance with the requirements laid down by the Depariment of Health (as the issuer of
PDC), the dividend for the year is calculated on the actual average net relevant assets as set out in the "pre-audit”
version of the annuat accounts. The dividend thus calculated is not revised should any adjustment to net assets occur as
a result of the audit of the anntal accounts.

Losses and special payments

Losses and special payments are itemns thal Parliament would not have contemplated when it agreed funds for the health
service or passed legislation. By their nature they are items that ideally should not arise. They are therefore subject to
special control procedures compared with the generality of payments. They are divided into different categories, which
govern the way each individual case is handled.

Losses and special payments are charged to the relevant functional headings in expenditure on an accruals basis,
including losses which would have been made gooed through insurance cover had NHS foundation trusts not been
bearing their own risks (with insurance premiums then being included as normal revenue expenditure). Note 33 (Losses
and Special Payments) is compiled directly from the losses and compensations register which reporis amounts on an
accruals basis with the exception of provisions for future losses.
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1.31

1.32

Going concern

The accounts have been prepared on a going concer basis since the Directors are satisfied that the activitles of the Trust are sustainable
for the foreseeable future,

Accounting standards issued bul not yet effective

The following standards, amendments and inferpretaticns have bean issued by the International Accounting Standards Board (JASB) and
International Financial Reporting tnterpretations Committee (IFRIC) but have not yet been adopted in the Annual Reporting Manual.
Moniter does pot permit the early adoption of accounting standards, amendments and interpretations that are in issue at the reporting date
but effeciive af a subsequent reporting period.

Change
IFRS 7 Financial Instruments; disclosures amendments (transfers of financial asseis)

IFRS 9 Financial Instruments

IFRS 10 Consolidated Financial Statements

IFRS 11 Joint Arrangements

IFRS 12 Disclosure of Interests in Other Entifies

IFRS 13 Fair Value Measurement

[AS 1 Presentation of Financial Statements (amendments to other comprehensive income (OCH)
IAS 12 Income Taxes (amendment)

1AS 27 Separate Financial Statements

IAS 28 Associates and Joint Ventures

The directors do not expect that the adoption of these standards and interpretations will have a material impact on the financiat statements
in future periods. All other revised and new standards have rot been listed here as they are not considered to have an impact on the
Trust.
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coee 2o Begmental-Analysis

Service lina reporting is currently being implemented and will enable the Trust to produce more detailed information relating
to incame and expenditure by operating segments. The system Is expected to become fully operational during 2012/13.
However, the Trust considers that it has only a single segment of activity, the provision of healthcare services, for reporting
purposes.

2,1 Revenue analysis by customer type

Year to 31
Year to 31 March 2012 March 2011
{restated)

Other UK

English NHS NHS
bodies bodies  Non NHS Total Total
£000 £000 £000 £000 £000
Patient care activities 233,552 4,208 280 238,048 229,082
Private patient healthcare - - 29,117 28,117 24,422
Other non patient care services to other bodies 5 - 236 241 284
Education, training and research 13,927 - 5,301 19,228 18,287
tncome from ancillary services 3,812 - 5,022 8,834 7.650
Charitable funding - - 4,692 4,692 6,469
251,296 4,206 44,658 300,160 286,174
Revenue from ancillary services consists of: £000 £000
Ciinical excellence awards 2,664 2,633
Rental revenue from staff accommodation 1,120 1,146
Rental revenue from operating leases 1,351 1,088
Catering revenue 1,237 1,219
Childcare services 778 623
Car parking 150 151
Other 1,634 790
8,834 7,850

The majerity of funding is provided via Primary Care Trusts which accounted for 10% or more of the Trust's total income for
the year to 31 March 2012 (all PCTs are classed as &z single customer because they are under common control). Revenue
for patient care and other operating activities from this body was as follows:

Year to 31 Year to 31

March 2012 March 2011

are (restated)
£000 £000
Primary Care Trusts 212,997 202,116
Percentage of total revenue 71% 1%

3 Private patient income

Yearto 31 Base year h:aer?:;atgg 111

March 2012  2002/03 (restated)
£000 E00Q £060
Private patient income 29,117 15,708 24,422
Total patient related incorne 267,165 109,452 253,484
Proporttion {as a percentage) 10.9% 14.4% 9.6%

Sectlon 44 of the National Health Service Act 2006 requires that the proportion of private patient income to the total patient
related income of NHS foundation frusts should not exceed its propertion whilst the body was an NHS Trust in 2002/03 (the
Private Patient Cap). This cap has been relaxed by the Health and Social Care Act 2012 which will, subject to certain
conditions, permit Foundation Trusts to raise their proportion of private patient income to 2 maximum of 49%
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4. Revenues from patient care activities

Strategic Health Authorities

NHS Trusts

Primary Care Trusts *

Foundation Trusts

NHS Cther

Non NHS:
- Private patients
- Overseas patients (non-reciprocal)
- Ancillary services

Year to 31 March Year to 31
2012 March 2011
£000 £000

15,831 16,478
2,213 2,857
212,997 202,116
241 1,895
4,208 5,218
29117 24,422
279 387

11 14
267,165 253,484

* Income from Primary Care Trusts includes £4,743,000 at 31 March 2012 (2011 - £3,561,000) recognised for

partially completed patient episodes.

5. Other Operating Revenues

Education, training and research

Charitable and other contributions to expenditure
Charitable Contributions to Capital Expenditure
Non-patient care services to other bodies

Other revenue

Revenue is almost totally from the supply of healthcare services.
as part of healthcare provision, is immaterial.

Year to 31 March Year to 31
2012 March 2011
£000 £000

19,228 18,287
1,333 1,454
3,359 5,015

241 284
8,834 7,650
32,995 32,600

Revenue from the sale of goods, other than

15
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6. Operating Expenses

Operating expenses comprise:

Non-Executive Directors' costs
Executive Directors' costs

Staff costs

Supplies and services - clinical
Supplies and services - general
Professional services
Establishment

Transport

Premises

Increase in provision for impairment of receivables

Depreciation

Audit fees

Clinical negligence
Education and training
Other

Year to 31 Year to 31
March 2012 March 2011
£000 £000

186 169

898 758
169,490 163,996
74,418 69,706
9,273 9,098
2,727 1,453
5,581 4,271
1,522 1,558
8,196 8,021

953 281
17,520 15,089
134 147

1,048 1,137

701 717

613 393
293,260 276,794

Staff costs include £422,000 (2011 - £851,000) incurred under the Mutually Agreed Resignation Scheme (MARS) fo enable

restructuring of the Trust.

Exit packages included in staff costs above are summarised:

Exit Package Cost Band

<£10,000
£10,000 - £25,000
£25,001 - £60,000
>£50,000

Total No of exit packages by type
Total Value of Exit Packages (£'000)

No of Compulsory
Redundancies

No of Other
Depariures
agreed

10
13
10
8

41
1,198

Total
number of
exit
packages
by cost
band
10
13
10
8

41
1,196
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-7 Operating leases—

7.1 As Lessee

The Trust was a party fo seven operating leases with a total expenditure of £181,000 during the year to 31 March 2012,
Terms of renewal or extension to leases are agreed fowards the end of the contract at market rent.

Purchase options are not included in operating lease contracts. Any decision to purchase the assef at the end of the

lease period would be based on market prices at the time.

In the case of any dispute between the Trust and the lessor regarding the condition of the assets when returned to the
lessor a jointly appointed expert will be used to arbitrate and to deliver a binding decision. Early termination sums are
generally payable in respect of the period up to the end of the fult contract, for the fult contract price discounted at 4% per
annum, and in the event of total foss of the asset, the discounted residual value of the asset.

There were no contingent rents or sub leases payable.

Payments recognised as an expense

Minimum lease paymenfs

Total future minimum lease payments

Operating leases which expire:

Within 1 year
Between 1 and 5 years
After 6 years

7.2 As Lessor

Year fo 31

M\;‘:ca; tz"o‘;’; March 2011
(restated)
£000 £000
181 160

Equipment Equipment
Leases Leases

Year to 31

MYea;‘ ;"Dfl March 2011
arch {restated)
£000 £000

75 115

54 -

129 115

The Trust has six investment properties on the Brompton and Harefield sites that are leased out under operating leases.
Up o 31 March 2011, the leases were typically for 5 to 10 years and renis were received quarterly.

Fach lease is subject to the Landiord and Tenant Act 1954 and the 1995 Landlord and Tenant (Covenants) Act and will
ba renegotiated at market rate at the end of the lease term. None of the lease agreements provides for an option to

purchase.

From % April 2011, new operating leases were agraed, involving a minimum occupancy period of two years, thereafter

either party being able to provide six months' notice to terminate.

The relative income is shown within Note 5 at Other Revenue.

Rental Revenue

Basic rent
Contingent rent

Total

Totat future minimum lease payments receivable

Receivabrie within one year
Receivable between 1 and b years
Payable after 5 years

Total

Year to 31

Joros o
(restated)

£000 £000

1,382 1,088

1,362 1,088

Year to 31

MY‘:;’; t2°0‘;’; March 2011
a {restated)
£000 £000

613 613

- 613

613 1,226
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8. Employee costs and numbers

8.1 Employee cosis

Salaries and wages

Social Security costs

Employer contributions to NHS BSA- Pensions
Division

Termination costs {inc Resfructuring cost of
£422,0600 in 2011/12 and £851,000 2010/11)

8.2 Average numbers of persons employed

Medical

Administration and estates

Healthcare assistants and other support staff
Nursing, midwifery and health visiting staff
Scientific, therapeutic and technical staff

Total

8.3 Retirements due to ill-health

Year to 31
March

Year to 31 March 2012 2011
(restated)
Permanently Total Total

Employed Agency Siaff

£000 £000 £000 £000
126,009 16,915 142,924 138,323
12,246 - 12,248 11,528
14,022 - 14,022 13,615
1,196 1,186 1,288
153,473 16,915 170,388 164,754
Year to 31
March

Year to 31 March 2012 2011
(restated)

Permanently

Employed Agency Staff Total Total
Number Number Number Number

369 38 405 391

650 38 695 719

102 30 132 136

1,172 109 1,281 1,255
482 13 495 483
2,784 224 3,008 2,984

During the period there were 4 (2010/11 - 2) early retirements on the grounds of ill-health. The cost of ill-health retirements is

borne by the NHS Business Services Authorily - Pensions Division.
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9

Pension cosis
Past and present employees are coverad by the provisions of the NHS Pensions Scheme. Details of the

benefits payable under these provisions can be found on the NHS Pensions website at
www.nhsbsa.nhs.uk/pensions. The Scheme is an unfunded, defined benefit scheme that covers NHS
employers, General Practices and other bodies, allowed under the direction of the Secretary of State, in England
and Wales. The scheme is not designed to be run in a way that would enable NHS bhodies to identify their share
of the underlying Scheme assets and liabilities. Therefore, the Scheme is accounted for as if it were a defined
contribution scheme: the cost to the NHS Body of participating in the Scheme is taken as equal to the
contributions payable to the Scheme for the accounting pericd.

The Scheme is subject to a full actuarial valuation every four years by the Government Actuary (untit 2004,
based on a five year valuation cycle) and an accounting valuation every year.

The purpose of this valuation is to assess the level of liability in respect of the benefits due under the schame
{taking into account its recent demographic experience), and to recommend the contribuiion rates to be paid by
employers and scheme members. The last such valuation, which determined current contribution rates was
undertaken as at 31 March 2004 and covered the period from 1 April 1999 to that date.

The conclusion from the 2004 valuation was that the Scheme had accumulated a noticnal deficit of £3.3 bitfion
against the notional assets as at 31 March 2004, However, after faking into account the changes in the benefit
and contribution structure effective from 1 Aprit 2008, the Scheme actuary reported that employer contributions
could continue at the existing rate of 14% of pensionable pay. On advice from the Scheme actuary, scheme
contributions may be varied from time to time to reflect changes in the scheme’s liabilities. Up to 31 March
2008, the vast majority of employees paid contributions at the rate of 8% of pensionable pay. From 1 Aprit 2008,
employees coniributicns are on a tiered scale from 5% up to 8.5% of their pensiohable pay depending on total
earnings.

Scheme provisions from 1 April 2008

The Scheme is a “final salary” scheme and is split into two Pension ‘sections”.

* the *1995 section”, which has an annual pensicn based on the 1/80th of the best of the last 3 years’ service
and a lump sum normally equivaient to 3 years pension for staff with pensionable service pre-April 2008 and less
than a 5 year gap in service,

« the “2008 section” which has an annual pension based on 1/60th of the best 3 out of the last 10 years’
pensionable pay for each year of service. No lump sum is payable on retirement.

Staff have been provided with the opportunity to remain in the 1995 section or move into the 2008 section.
General

Annual increases are applied to pension payments at rates defined by the Pensions (increase)} Act 1971, and
are based on changes in retail prices in the twelve months ending 30 September in the previous calendar year.
This will be based on consumer prices with effect from 1 Aprit 2012.

Early payment of a pension, with enhancement, is available to members of the Scheme who are permanently
incapabte of fulfilling their duties effectively through mental or physical infirmity. A death gratuity is payable for
death in service or after retirement, the terms of which differ depending on the section to which the member
befonged.

Far early retirements other than those due to ill health the additional pensicn liabilities are not funded by the
scheme. The full amount of the liabilily for the additional costs is charged to the income and expenditure account
at the time the Trust commits itself to the refirement, regardless of the method of payment.

The Scheme provides the opporiunity o members fo increase their benefits through money purchase Additional
Voluntary Contributions provided by an approved panel of life companies. Under the arrangement employees
can make additional contributions to enhance their pension benefits. The benefits payable relate directly to the
value of the investiments made.

Scheme members have the option to transfer their pension between the NHS Pension Scheme and another
scheme when they move into or out of NHS employment.

Where a scheme member ceases NHS employment with more than two years' service they can preserve their
accrued NHS pension for payment when they reach the scheme's retirement age.

Where a scheme member is made redundant they may be entitled to early receipt of their pension plus
enhancement, at the emplover’s cost.

Further details of both schemes, including the changes made in 2008, can be found on the NHS Pensions
website www.nhsbsa.nhs,uk/pensions,
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10 Better Payment Practice Code

10.1 Better Payment Practice Code - measure of compliance

Total non-NHS {rade invoices paid in the year
Total non-NHS trade invoices paid within target
Year to 31 March 2012

Total non-NHS trade invoices paid in the year
Total non-NHS trade invoices paid within target
Year to 31 March 2011

Total NHS trade invoices paid in the year
Total NHS trade invoices paid within target
Year to 31 March 2012

Total NHS trade invoices paid in the year
Total NHS trade invoices paid within target
Year to 31 March 2011

Number

62,244
31,065
50%

61,916
27,459
44%

2,602
949
36%

2,060
518
25%

£000

131,640
54,071
41%

138,788
49,362
36%

36,195
25,599
71%

32,597
23,205

71%

The Better Payment Practice Code requires the Trust to aim to pay 95% of undisputed invoices by the due date or
within 30 days of receipt of goods or a valid invoice, whichever is later.

10.2 The Late Payment of Commercial Debts {Interest) Act 1998

There was no interest paid for late payments in the year to 31 March 2012 (year to 31 March 2011 - Nil).

11. investment income

interest revenue:
Bank accounts

12. Other gains and losses

Revaluation gain on investment properiies (note 18)

13. Interest payable

interest on obligations under finance leases
Other interest and finance costs

Totai

Year to 31 Year to 31
March March 2011

2012 (restated)

£000 £000

33 32

33 32
Yea;'mt:r:; Year fo 31
2012 March 2011

£000 £000
1,327 4,028
1,327 4,028
Yea:wt:r:; Year to 31
2012 March 2011
£000 £000

(23) {(38)

(23) (7)

{46) {45)
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14. Property, plant and equipment (continued)

14.1 Economic lives of property, plant and equipment

Asset lives for each class of asset generally fall within the following ranges:
Minimum life in ~ Maximum life in

years years
Buildings excluding dwellings 25 40
Dwellings 25 40
Plant and machinery 4 7
Transport Equipment 2 7
information Technology 2 5
Furniture and fittings 4 7

15. Intangible assets
The Trust has no intangible assets to report.

16 Investment properties

Investment Properties owned by the Trust are leased out on operating leases. The asset values are as follows;

Land Buildings Total
At 31 March 2012 £000 £000 £000
Fair value at 31 March 2011 13,350 12,478 25,828
Revaluation 650 677 1,327
Fair value at 31 March 2012 14,000 13,155 27,155

Land Buildings Total
At 31 March 2011 £000 £000 £000
Valuation at 1 April 2010 12,200 9,600 21,800
Revaluation 1,150 2,878 4,028
Fair value at 31 March 2011 13,350 12,478 25828

At 31 March 2012, the carrying valuation, as updated for movements arising in 2011/12, was
considered by the Director of Capitat Projects and Development (a qualified Chartered Surveyor)
who has provided the Trust Board with assurance that property values are not unfairly stated in
these financiat statements.

The rental terms are typically for 5 to 10 years.

The properties are leased out on tenants repairing leases (meaning that the lessee retains
responsibility for repairs and maintenance). The Trust incurs only smalf costs in this respect,
which are not considerad material.

17. Impairments to Fixed Assets

Year to 31 Year to 31
March 2012 March 2011

£000 £000

Impairments charged to the revaluation reserve. {1,356) {5,892)
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18. Capital Commitments
Contracled capital commitments not otherwise included in these financial statements are:

31 March 2012 31 March 2011
£000 £000

Property, plant and equipment 3,318 2,966

19. Inventories

31 March 2012 31 March 2011

£000 £000
Prugs 4,071 1,080
Consumables 8,503 8,783
Total 9,974 10,843

£73,038,000 of inventory cost was recognised in the operations 2011/12. (2010111 - £68,588,000)

20. Trade and other receivables

20.1 Trade and other receivables

31 March 2012 31 March 2011

£000 £000
Amounts falling due within one year:
NHS & other related party receivables 2,866 3,458
VAT 211 638
Dividend Recoverable 149 -
Prepayments 997 871
Accrued income 6,003 11,606
Other trade receivables 7,589 6,428
Provision for impairment of receivables (2,401) {(4,451)
Total 15414 18,551

Acerued Income includes £4,743,000 (31 March 2011 £3,561,000) as the value of partially completed patient episodes at 31 March 2012,

Receivables include £232,000 from the Royal Brompton and Harefield Hospilal Charitable Fund (31 March 2011 £325,000).

The great majority of activity is with Primary Care Trusts, as commissioners for NHS patient care services. As Primary Care Trusts are funded
by government to buy NHS patient care services, no credit scoring is considered necessary.
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20.2 Provision for impairment of receivables
31 March 2011

31 March 2012 (restated)

£0600 £000

Balance brought forward 4,451 6,335
Amount written off during the period {3,003) (2,165)
Increase in receivables impaired 953 281
Balance carried forward 2,401 4,451

Receivables written off in the year represent debts where management have come to the view that alt
appropriate means and methods of collection have been exhausted.

31 March 2011

20.3 Receivables past due date but not impaired 31 March 2012 {restated)

£000 £000
By up to 3 months 2,833 4,127
By 3 to 6 months 459 8580
By more than 6 months 0 126
Total 3,292 5,143

21 Other financial or current assets

The Trust has no other financial or current assets to report.

22 Cash and cash equivalents
31 March 2011

31 March 2012 (restated)

E000 £000

Balance as at 1 April 16,679 13,023

Net change in period 5,819 3,656

Balance carried forward at 31 March 22,598 16,679
The cash and cash equivalents balance comprises:

Cash with Government Banking Service accounts 99 570 16.673

Commercial banks and cash in hand 28 6

Total cash and cash equivalents 22 598 16,679
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23 Trade and other payables

Current
31 March 2011
31 March 2012 (restated)
£000 £000
NHS payables 1,092 2,951
Non-NHS trade payables 3,248 5,345
Tax and social security costs 5,739 5,444
Accruals 14,929 9,918
Dividend Payabie 0 58
Other 8,656 4,963
Deferred Income 2,811 4,087
Total trade and other payables 36,475 32,766

Payables include £1,778,000 outstanding pension contributions at 31 March 2012 (31 March 2011

£1,761,000).

Accruals include £1,360,000 of capital expenditure which is to be financed by bank lending. On completion
of the relative projects, the financing requirement of the completed project is to be converted to borrowing,

repayment terms yet fo be finalised with the financing institution.
There were no non-current trade and other payables.

24 Borrowings

31 March 2011

31 March 2012 {restated)
£000 £000
Current

Finance lease liabilities 210 278
Bank borrowing - Working Capital Facility 0 5,000
Bank borrowing - Other 5,041 7,681
Total current borrowings 5,251 12,959

Neon-Current
Finance lease liabilities 62 210
Total non-current borrowings 62 210
Total borrowings 5,313 13,169

The Trust benefits from a Prudential Borrowing Limit of £55.9 million (at 31 March 2011 - £47.1 million) as
authorised by Monitor, against which £0.062 million had been drawn down at 31 March 2012 (2011 - £0.210

million),

The Trust also benefits from a Working Capital Facility of £22 million (at 31 March 2011 - £18 million) as
authorised by Monitor, against which £Nil had been drawn down at 31 March 2012 (2011 - £5 million).
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.25 Finance lease cbligations

Amounts payable under finance leases:

Minimum lease payments Present value of minimum lease
payments

Plant and equipment 31 March 2012 31 March 2011 31 March 2012 31 Mareh 2011

£000 £000 £000 £000

Within one year 225 278 210 - 278

Between one and five years 67 245 62 210

After five years - - - -

Less future finance charges {20) {35) - -

Present value of minimum lease payments 272 488 272 488
Included in:

Current borrowings 210 278 210 278

Non-current borrowings 62 210 62 210

Total 272 488 272 488

The Trust has not entered into any finance leases for the use of fand or buildings and no contingent rents are payable.

The finance lease terms typically do not contain options to purchase the equipment and where leases are renewed, they are renegotiated
towards the end of the lease term.

Early termination sums are payable by the Trust where confracts are terminated early.

In the majorily of cases, it is the responsibility of the Trust to keep the goods senviced, maintained and repaired and in goed working order.

All lease confracts are governed and construed according to English law.

The fotal fulure minimum lease payments is discounted by the interest rate inherent in the leases at their inception to arrive at the preseni value
of minimum lease payments. The difference between the two figurss represents the finance charge {o be {reated as interest payable over the
remaining term of the leases.

26 Provisions
Cugrent Non current

31 March 2012 31 March 2011 31 March 2012 31 March 2011

£000 £000 £000 £000
Pensions relating fo other staff 76 42 985 1,047
Legal claims 76 104 - -
Other 2,400 0 - -

2,652 143 985 1,047

Pensions relating

to staff Legal claims Other Total
£000 £000 £000 £000
At 1 April 2011 1,089 101 - 1,190
Arising during the period 28 - 2,400 2,428
Utilised during the period (76) (25) - (101)
Unwinding of discount 20 - - 20
Balance at 31 March 2012 1,061 76 2,400 3.537
Expected timing of cash flows:
Within one year 76 76 2,400 2,552
Between one and five years 304 - - 304
After five years 681 - - 681

The provision for pensions is calculated using expected life tables and is discounted over the estimated period of the pension recipient. They
are therefore subject to a degree of uncertainty in amount and timing.

A provision of £2,400,000 has been established in respact of contractual disputes.

£22,919,000 is included in fhe provisians of the NHS Litigation Authority at 31 March 2042 in respect of clinfcal negligence liabilities of the Trust
(31 March 2011 £19,655,000).
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27 Contingencies

During 2010111 a review of children's cardiac surgery services in England was launched on behalf of the Joint Commitiee of
Primary Care Trusts (JCPCT). The Trust sought a judicial review of the JCPCT's consultation process and the business case
underpinning it but lost this action at the Court of Appeal on 19 April 2012, The outcome of the consultation exercise remains
pending. The Trust will consider its options at that time, anticipated to be in July 2012. However, whatever the result there should
be no significant impact on the Trust's financial results prior to 1 Aprit 2013.

28 Financial Instruments

28.1 Financial assets

NHS receivables

Non NHS receivables
Cash at bank and in hand
Total at 31 March 2012

NHS receivables

Non NHS receivables
Cash at bank and in hand
Total at 31 March 2011

28.2 Financial Habilities

NHS payabfes

Non NHS payables

Borrowings (bank debt)

Borrowings {finance fease obligations)
Total at 31 March 2012

NHS payables

Non NHS payables

Borrowings (bank debt)

Borrowings (finance lease obligations)
Total at 31 March 2011

At ‘fair value l.oans and Available Total
through profit receivables for sale
and loss’
£000 £000 £000 £000
- 2,868 - 2,866
- 12,548 - 12,548
- 22,598 . 22,598
- 38,012 - 38,012
- 3,458 - 3,458
- 15,083 “ 15,093
- 16,679 - 16,679
- 35,230 - 35,230
At *fair value Measured at Total
through profit amortised cost
and loss’
£000 £000 £000
- (1,002 (1,082)
- (35,383) (35,383}
- (5,041) (5,041}
- (272) (272}
- (41,788) {41,788)
- (2,951} {2,951
- (29,815) (29,815}
- {12,681) (12,681)
- {488) (488)
- (45,935) (45,935)

Management cansiders that the carrying value of financial assets and liabilities as reporied above is synonymous with their fair

value.
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28.3 Financial risk management

Financial Reporting Standard IFRS 7 requires disclosure of the role that financial instruments have had
during the period in creating or changing the risks a body faces in undertaking its activities. Because of
the continuing service provider relationship that the Trust has with Primary Care Trusts and the way
those Primary Care Trusts are financed, the Trust is not exposed to the degree of financial risk faced by
business entities. Also financial instruments play a much more fimited role in creating or changing risk
than would be typical of listed companies, to which this Standard mainly applies. The Trust has limited
powers to borrow or invest surplus funds and financial assets and liabilities are generated by day-to-day
operational activities rather than being held to change the risks facing the Trust in undertaking its
activities,

The Trust's treasury management operations are carried out by the finance department, within
parameters defined formally within the Trust's Standing Financial Instructions and policies agreed by the
Board of Directors. Trust treasury activity is subject to review by the Trust's internal auditors.

Currency risk

The Trust is principally a domestic organisation with the great majority of transactions, assets and
liabilities being in the UK and sterling based. The Trust has no overseas operations. The Trust therefore
has minimal exposure to currency rate fluciuations,

Interest-rate risk

Where appropriate and subject to it's approved borrowing limits (Note 24), the Trust may borrow from
Government and commercial sources. During the year, the Trust drew down funds against its working
capital facility on one occasion. The related interest cost is based on LIBOR: however, the total interest
cost from this arrangement did not exceed £25,000 in the year. The Trust therefore has low exposure {o
interest rate fluctuations.

Credit risk

Because the majority of the Trust's income comes from contracts with other public sector bodies, it has
low exposure to credit risk, The maximum exposure as at 31 March 2012 is in receivables from other
customers, as disclosed in Note 20.

Liquidity risk

Most of the Trust's operating costs are incurred under contract with Primary Care Trusts, which are
financed from resources voted annually by Parliament. The Trust currently funds its capital expenditures
from its own resources and from grants from external bodies.
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28 Events after the balance sheet date

Other than the matter described under Note 27, there were no disclosabls post balance shest events.

30 Prudential Borrowing Limit (PBL)

31 March 2012

Authorised Actual
£000 £000
Total Iong term borrowing 55,900 62
Working capital facifity 22,000 -
Total 77,800 62
30.1 Financial Ratios
Year to 31
2011112 March 2012
Approved PBL  Actual PBL
Ratlo Ratio
Minimum dividend cover {times) > 1x 3.8x
Minimum interest cover (fimes) > 3x 370x
Minimum debt service cover (times) = 2% 113x
Maximum debt service fo revenue (%) < 2.5% <0.1%

Year to 31

March 2011

Actual PBL
Hatio

4,0x

454x
Tix

0.1%

The Trust's actual performance for the period was within the ranges set by Monitor for the PBL financial ratios disclosed above.

The Trust is required to comply and remain within a prudential borrowing fimit. This is made up of two elemants:

- The maximum cumulative amount of long term borrowing. This is set by reference to the four ratio tests set out in Moniter's Prudentizl Borrowing Code.
The financial risk rating set under Monitor's Compliance Framework datermines cne of the ratios and therafore can impact on the long term borrowing

limit; and
- The ameunt of any working capital facilty approved by Manitor.

Eurther information on the NHS Foundation Trusts Prudential Borrowing Code and Compliance Framework can be found on the website of Monitor, the

Independent Regutator of Foundation Trusts.
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3T Third Party Asseis
Undar the Tenansy Dspost Schema, =1 31 Masch 2012 the Trustheld £107,697 (31 Karch 2011 £107 655) In 2 deposit

arcount for tenants renng eccommodaton owned by the Trust These anangements are not recognised in the accounts a5
tha Trust has no beneficiel infzrestin them.

32 Intra-Government and Other Balances

Mo of Ko Desht Current Current
At 3170312012 Bediesin with recafvables payables
cohort
NHS
Department of Health 1 1 15
Strategic Healih Authorities 10 2 785 o]
of which:
Lendon SHA 765 %
sub-totel ki %
% % 1%
Psimary Care Trusts 152 115 SE58 2,503
ol witicht
Croydan PGT A9
Exfirg PCT &4 10
Hampshire FCY i T
Hitfingdon PCT ] [
Kensingten & Chalsea PCT 128 G
&eith East Essen FOT 1,784 [
West Kerd PGT Q £
sub-total 385 174
% £5% 7%
Foundation Trusts 143 &3 599 482
NH$ Trusts 14 77 428 737
Other NHS Bodies 18 5 2 121
TOTAL NHS 438 263 7.063 3854
Gther Wnole of Government
Cenlral Government Departments 378 5 840 5750
ef which:
HYRG 24 23z
Kational Insirance Fund 1835
13 Pension Scheme 1,778
sub-totz] 1 5732
5% =% 3075
Local Government 394 2
TOTAL OTHERWGA 772 7 820 5750
Other (non-WGA) Relaled Parties
Corporate Truslee 1 1 232
TOTAL NON-WGA 1 1 232 1]
TGTAL RELATED PARTIES 1211 Foal 8635 9634
Tota!l Other 6,779 28,841
TOTAL BALANCES 15,414 36,470
No of Mo Daaltwith Current Carrent
At 3132014 Bedies in teceivables payables
eohort
NHS
Deparimen! of Health 1 1 2
Strategle Health Authorities 10 2 69 5
of which:
tondan SHA ) o
subdetal ) o
% 100% 43
Primary Care Trusts 152 115 12015 776
el whtcht
Croydon PGT 1,644 9
Eafing PCT 154 0
Hampshire PCT 831 0
Hitingdon PCT 144 1
Kensingien & Chelsez PCT 528 o
South East Essex PCT 227 Q
Weel Kerd PGT 408 9
b detat BEXS 1t
% T4 1%
Foundation Trusts 143 63 847 593
KHS Trusts 114 17 778 1,050
Other KHS Bodies 18 & 1.247
TOTAL NHS 438 283 13840 3873
Other Whole of Government
Central Government Depariments 378 5 639 5444
of which:
HHR £33 2004
Natiomal Insurance Fund 1578
NHS PensTon Schama 176
subtotad BE 5444
1% 100% 1%
Locai Government 294 2
TOTAL OTHER WGA 772 7 8639 5444
Other {nop-WGA) Related Parties
Corporate Trusiee 1 1 325 0
TOTAL HON-AVGA 1 1 325 0
TOTYAL RELATED PARTIES 1211 2 14604 9,117
Total Other 3747 23,648
TOTAL BALANCES 18,551 32,766
33 Losses and Special Payments
There wete ©5 cases of losses and spatizf paymants tetzling £101,000 during the year to 31 March 2012 (2011 - 86 cases;
£37,000), These amounts are reported on an 2cctuals basis when identfed but exclude provisions for ulure lesses.
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34 Re!

d Party Transzotions

Tha Reyad Brovvpban pud Har
By l*re =

Ty 88 e WIS Sursdy ©

b gddiion, tre Trest Fas heda number of material rameactiong with o it Depdrimens end wihay cemrel and local Govemment bodes.
Mast of thesa trariszebons have been with brperial Coliege of Sciens fing (iEing b resarth proiedts) end the Lerdna
Baroasth of Hifing: o I8 Reyal B:f:u,h of Kensingtan and Chelsas [relaimg o Na.)h".é] Fon-Domestiz Rates) The Tred speraieatn e
CAREEOSIN WA the Natioval Heat and Lung Insthde of keparial College of Scisnce, Technaiogy end Kadona to defver efunsbion, reszzrch 2nd
medical eare. .

Balzruzs vih tra rdiztve bodes we surmmasised o Mola 32

Trensachors wih e pracipal Rolged Parties wa summarissd

boof
A2 Badies In Erpenida
eahot
KHS
Department of Hesith 1 1 £.143 )
Statagic Heslh fishorities 10 2 25,004 3
Fatich:
Lo BHA s LAl
b itat FITA Ell
% REC )
Frinery Cere Trusls 152 i1s 27410 10
of utizn,
Loy FCT
Ep=g FOT it
gkt 0T
Hiegden POT
KEnagon & Crdted FOT
S East Bz T
Wt et FCT
[ESES] 1
5 1
Fourdation Trzls 143 &3 253 2061
iR (EE 114 T JETE 2055
Grhar RHS Bodies 18 3 1819 3E01
TOTAL MHS 433 w3 [ 7550
Oter Whade of Gover
Centra! Goremnment Deg 7z 5 3433 28307
of iz,
rAG
Reting! lesranoe Fand 1228
K8 et Bt 1z
[T a f]
k) ) 207
Lecst Govemmant = 2 1478
TOTAL OTHER VIGA hir 7 355 27453
Cter (nanWGA) Relaied Partizs
Cepars Trustes: 1 1 3z
TOTALRONANGA 1 1 i) ]
TOTLL RELATED PARTIES 1214 ped] 250823 35470
Relzted Partes Kool Bofiss b Ks Dot with Incame Expendiue
KHS
srartrect of 1 1 3548 1
Stategic Hesth 10 2 21,63 s
o i
Lordza A e
- HE ¢
% T (5}
Privary Crre Trsts 152 1s HRHT 35
o whinhy;
e B
Earg 2C1 =
ranpenie FOT
Hitisgeton FOT 1
Versingon & eies FCT
S Eanl Bene PCT
WemHat FCT
ot 1
% L)
Fourdation Trugls 143 43 2043 17832
M Trusts 14 a2 4201 1,748
Oter KHS Bodes 8 it 1852 Ta
TOTAL HHS 435 z33 233728 10675
Ohar Whils of Goverrenes
Gertral Gevemment Departrents 278 4 =2 25,144
iz,
HMRT
1 EH
hit5 Fension Scheme e
] L) =RE
5 ] 6%
Local Gavemement 234 2 470
TOTAL OTHER WGA T2 L B34 B34
Ciar fron-WGA) Relsled Parlies
Coperste Trates 1 [ 5453
TOTAL HONWGA 1 1 -] o
TOTAL RELATER PARTIES 521 75 247651 7,185
Conraciial amangamarts for 21213 we by being negebated win the relztve ndvidual bodes. Condradt valuss ere expected to ba ciosa ta

2011112 values by each casz
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35 Iteresl In Subsidiagy

The Reyel Brompian and Harefield NHS Fourdation Trust owns 100 per cend of e oofirary shae capital of The Chalses Privete Hespital Lid. The
esete! L-<s Inastmiect is £100. Tha Che'ssa Privets Hagpitat L2 bs & dermand eompany . Group excounts hove not been prepered
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36 Remuneration Report

Salary and Pension entitiements of directors

Remuneration
1st April 2011-31st March 2012 1st Aprit 2010-31st March 2011
Salary Other Benefits in Salary Other Benefits in
Remuneration Kind Remuneration Kind
{bands of Rounded to| {bands of tbands of oo nded to
£5000) }(bands of £5000)} ypo oarest|  £5000) £5000) the nearest
£100 £100

Sir Robert Finch, Chairman 60 - 65 60 -85

Robert J. Bell, Chief Executive 220 - 225 215 - 220

Prof. T Evans, Medical Birector 40 - 45 210 - 215* 40 - 45 210 - 215*

Rober Cralg, Chief Operating 1130 — 135 125 - 130

Officer

C. Shuldham, Director of Nursing, | 105 — 110 105 -110

Governance and Informatics

M Lambert, Direcior of Finance and 75 - 80 50 - 55 140 - 145

Performance (to 30/09/11)

Richard Paterson, Asscciate Chief &5 - 90 60 - 55 -

Executive - Finance (from 01/10/11)

J Hill, 1520 15-20

Non-Executive Director

Prof. A. Newman-Taylor, Non- 10 - 15 10«15

Executive Director

Richard Hunting, Non- 10-15 10-15

Executive Director

C Croft, Non- - 5-10

Executive Director (resigned

31/10/10)

Nicholas Coleman, Non- 15 -20 15 -20

Executive Director

Kaie Owen, Nont 10 -15 5-10

Executive Director

Neil Lemer, Nory 20-25 20-25

Executive Director

* of which £75,000 to £80,000 is National Award (2011 - £75,000 - £80,000) and £130,000 to £135,000
remuneration as hospital consuitant (2011 - £130,000 - £1 35,000).

Mark Lambert stepped down from his Board duties on 30 September due to ifiness, Other remuneration
represents his pay as a Trust officer subsequent to that date.

Richard Paterson was co-opted to the Board on 1 October 2011. Other remuneration represents his pay as
a Trust officer prior to that date.

Pay of Median Trust Officer 35,357 34,164

The highest paid officer of the trust (totat remumeration E250k-£255K, 2011 £250k-£255K) represented a
multiple of 7.1 times that of the median Trust employee {2011 - 7.4).
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