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Our Mission

Our Mission is to provide an outstanding range of care and
therapies for disabled men and women who are serving
or who have served in Her Majesty’s Armed Forces and
for partners or spouses of ex-Service people (the “Service
community”). We have been delivering the highest quality
of care for more than 95 years.

Our Strategy

We are committed to investing in our excellent staff teams
so they can provide the highest quality of care and organise
the wide range of activities which make The Royal Star &
Garter Charity so special.

The Charity is implementing a strategy of creating three
new, state-of-the-art care homes for the Service commu-
nity. These homes will enable us to care for 188 disabled
ex-Service men and women and their spouses or partners
into the future, and include purpose built facilities for up to
67 residents with dementia. These three homes will give
the Charity a wider national footprint, and will cost just
over £50 million to build.

Our Solihull Home

We have been increasing the number of residents in our
Solihull Home by means of a staged programme since it
opened in August 2008, and were caring for 56 residents at
31 December 2010, including |3 residents in the Roundel
Wing, our specialist Dementia Care Centre. We intend to
continue operating at full capacity with up to 60 residents,
including 15 in the Roundel Wing and with one room set
aside for short visits which provide a welcome respite for
families if they are caring for a member of the family at
home.

Our Solihull Home has had a positive start:
®* The Care Quality Commission report in July 2009
indicated that the Home had achieved a ’two star
- good service’ quality rating after only 12 months
of operation.

ﬁh_.

®* The quality of our new home was also recognised
when we received the Pinders Healthcare Design
Award 2009 in the category of large care homes
for older people.

Building on these successes, we embarked on a year-long
development programme in June 2010 to enhance the
quality of person-centred care for residents with dementia.
This project, which is called the Butterfly Project embraces
every aspect of our care for residents with dementia.

The facilities in our new Solihull Home have also meant
that we are once again able to play our part in supporting
serving members of the armed forces who have become
disabled. During the year, we continued to provide care for
a Royal Marine who had become disabled following a severe
injury. He remained with us until he moved to a new house
which had been adapted to meet his care needs on 30%
April 2010.This ability to provide the highest quality of care
for disabled men and women who are serving, or who have
served in Her Majesty’s Armed Forces, underlines the broad
spectrum of care that we are able to deliver in our new care
homes. WVe are designing our future homes with facilities
which will enable us to provide the highest quality of care
to disabled young Service men and women where our care
provision meets their needs.




Our Richmond Home

The Charity is committed to providing the highest quality
of care for all our residents at all times, and was awarded
a ’three star — excellent’ quality rating in the latest CQC
Report which was dated November 2007. During the year,
our Richmond Home provided care to an average of 60
residents, including those who visited the home for short
breaks. The Charity intends to maintain resident numbers
at the Richmond Home at this level during 201 | and 2012,
which will ensure that all residents can be accommodated
in our new Surbiton Home when it becomes operational.

Withdrawal from our proposed Hampton
Court Home

As | have reported previously, the Charity had reached
an advanced stage in the planning to create a purpose
built care home for 60 residents at a site adjacent to the
Hampton Court railway station. Although planning consent
had been awarded in December 2008, an application for
Judicial Review was lodged on 9 September 2009. Following
an endless series of delays, and as a result of continuing
uncertainty about whether the development would be able
to progress, the Charity decided with great reluctance to

exercise its option to withdraw from the scheme in July
2010. It was very frustrating that this project, which had
been many years in the planning, could not be delivered.

be

New London Home will located in

Surbiton

The Charity immediately initiated a new land search with a
view to trying to find a new site for our replacement London
Home. Having reviewed a number of possible sites, we
were very fortunate to be able to identify a site in Surbiton
where planning permission had been granted for a three-
storey care home. The site has the benefit of full planning
permission, which was granted in 2009, and will enable us to
create a home with a total of 63 rooms, including a purpose
built dementia care centre for 26 residents on the first
floor. The site has many mature trees and will allow us to

surround the building with an interesting garden.

We expect to start building works in January 2012 and
anticipate that our new home will be completed in the first
half of 2013.




Planning new offices and disposing of
Richmond properties

The Charity’s central administration team is currently
located in our Richmond Home. Once all our residents
have transferred to Surbiton, the Charity will be in a position
to relocate its central administration team and dispose of
the Richmond buildings. It has been difficult to conceive of
moving out of our remarkable Home on Richmond Hill;
however, Governors have focused on the core purpose of
the Charity — which is not about preserving buildings, but
about providing excellence of care to former members of
Her Majesty’s Armed Forces. Regrettably, our Richmond
Home lacks the facilities which are taken for granted in the
21 Century, is very expensive to operate and could not
reasonably be adapted to meet modern care needs.

We currently expect that the Charity will enter into a long
lease for office accommodation in a location which would
enable as many of our current staff team as possible to
travel to the new location. The Charity has designated a
sum of £3.1 million as a fund which will be used to finance
the acquisition and establishment of these new central
administration offices.

The Charity has also initiated the process of considering
the most appropriate route for disposing of the Richmond
buildings, with a view to achieving the maximum value on sale.

Once the sale has been achieved, Governors will consider
the future requirements of disabled Service and ex-Service
men and women. This will enable the Charity to ensure that
the proceeds are applied in the most appropriate manner
to support the long term requirements of beneficiaries.

Proposed Buckinghamshire Home

As | reported last year, the Charity initiated a land search
in Buckinghamshire for a site for our third new home in
October 2009. This land search has identified a potential
site in south Buckinghamshire which would be suitable for
the Charity’s third new home.The Charity is in the process
of finalising arrangements with the vendors regarding the
boundaries of the site, and hopes to be in a position to
enter into a conditional contract for the purchase of the
site during 201 I. The Charity will then seek to secure the
necessary planning permission for a new care home, and
assuming that planning permission is granted, the Charity
will complete the purchase of the land. It may then take a
further two years for the new home to be constructed.
The Charity has designated £11.9 million to finance the
project. With an estimated cost of £16.8 million, this means
that the Charity needs to raise a further £4.9 million to cover
the cost of developing this new home. The Charity expects
to raise these funds as a result of fundraising programmes
and the disposal of the Charity’s buildings in Richmond. If
we are fortunate enough to raise more than this amount,
then Governors will review the care needs of the disabled
Service community so we can provide additional services
where they are most needed.

We are very grateful to the many individuals and
organisations who have supported the Charity over the 95
years since our foundation. This income is critical as it is
enabling us to transform the Charity so we can continue to
meet the changing needs of the Service community.



Our Future Plans

Our future plans are clear:

We are committed to providing the highest quality care
in our Richmond and Solihull Homes.

We will finalise the plans for our new Surbiton Home
with a view to commencing building work in 2012 and
taking occupation in 201 3.

We will seek to finalise arrangements for the condi-
tional purchase of the site for our third new home in
Buckinghamshire and then apply for planning approval
for this exciting new home.

We will seek a convenient location for new offices for
our central administration team.

We will finalise the strategy for disposing of our Rich-

mond buildings, with a view to:

* maximising the amount we realise from their sale so
that we can invest the proceeds in providing care for
the Service community; and

* finding a purchaser who would be able to provide
a sustainable future for these iconic buildings which
have served the Charity so well over many years

We will continue to raise the necessary funds to en-
able us to develop our services to support the Service
community.

We know that the Service community will continue to
require high levels of care from our Charity, and that
the nature of this care will continue to evolve. After the
Great War, we provided homes for young Servicemen
who had become disabled; now, and into the foresee-
able future, there is a growing need to provide for the
elderly disabled and those with dementia.

Al

| have given a broad outline of our plans, which are trans-
forming the work of our great Charity. Further details are
contained in the 2010 Annual Report and Accounts.

My fellow Governors are committed to transforming our
vision into reality for the benefit of those who have Served.
We are confident that we are taking the right approach and
we have an excellent professional team in support.We have
made significant progress in many areas during 2010. By this
time next year, | hope to report significant further progress.

%M’
i___._____...-r—'

Vice Admiral Sir John Dunt KCB
Chairman, Governing Body
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BODY OF GOVERNORS’ REPORT

The Governors present their annual report and audited financial statements for the year ended 31
December 2010, and confirm they comply with the requirements of the Charities Act 1993, as amended
by the Charities Act 2006, the Charity’s governing document and the relevant Statement of
Recommended Practice (Charities SORP 2005).

The Charity was founded in 1916 and is registered with the Charity Commission under charity number
210119. The Governors of The Royal Star & Garter Homes ('the Charity’) are constituted a body
corporate and governed by Royal Charter dated 21 September 1990, amended by resolutions
approved by Privy Council on 13 June 2007.

OUR AIMS

The Charity was established during the First World War, initially to care for disabled soldiers and
sailors. In the early days, most residents were under thirty years of age and the Charity has always
sought to help enable residents, however seriously disabled, to live their lives to the full. The objects of
the Charity have since been extended, and are currently to:

= provide and maintain hospitals, homes or other accommodation for members or former members of
Her Majesty’'s Armed Forces, both male and female, and their spouses or partners, who are
disabled or otherwise incapacitated;

= provide financial and other help for them, and advise persons caring for such disabled persons; and

= do all such lawful things as may from time to time be conducive or incidental to the above
purposes.

These activities fall within the following charitable purposes in Charities Act 2006:

= the relief of those in need by reason of age, ill-health or disability; and
= the promotion of the efficiency of the armed forces of the Crown.

In setting our objectives and planning our activities, Governors have given careful consideration to the
Charity Commission’s guidance on public benefit and fee-charging. As a Charity, residents, funding
providers and supporters have the assurance that all our income must be applied for providing care to
our beneficiaries.

Our Strategy - to create three new Care Homes
The Body of Governors completed a detailed review of the Charity’s strategy during 2003. The key
factors which influenced the outcome of this strategy review were as follows:

= At that time, the Charity operated one care home - The Royal Star & Garter Home in Richmond.
This building had been completed in 1924, and was an outstanding building for its day. However,
like so many buildings of its age, it is very expensive to maintain and could not reasonably be
adapted any further to provide the facilities that are increasingly necessary to deliver quality care to
a more elderly population with complex needs.

= Modern care practice aims to help people stay in their own homes for as long as possible. This
means that residents are coming to care homes much later and with greater care needs.

= By 2020 it is estimated that around 115,000 veterans and 102,000 dependents of veterans will
require residential and nursing care.

= A report by The National Audit Office, 'Improving Services and Support for People with Dementia’
(July 2007), identified Dementia as presenting “a significant and urgent challenge to health and
social care”. Dementia affects more than 12% of the population over the age of 85, and a
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significantly higher percentage of those living in care homes. By 2020, it is estimated that 40,000
veterans requiring nursing care will be affected by Dementia.

= There are currently around 1,000 beds provided in ex-Service care homes in England, with just
over 100 caring for those with Dementia.

The Body of Governors decided in March 2004 that the most appropriate way to meet the care needs
of future generations would be to create three purpose built new homes, each housing 60 residents and
with the very best of facilities - one in the West Midlands, one in south-west London and one in an area
which would be decided following further careful research. On completing the new south-west London
Home, the Charity would dispose of its buildings in Richmond.

OUR OBJECTIVES

The Charity aims to provide an outstanding level of care for all residents at our Solihull and Richmond
Homes, and our key objectives for the year included:

—_

maintaining the highest quality of care for residents at our Richmond and Solihull Homes and
ensuring that this is recognised by the Care Quality Commission (,CQC’) on inspection;
developing the highest quality of care for residents who suffer from dementia;

increasing the number of residents at our Solihull Home towards full capacity;

maintaining resident numbers at our Richmond Home;

making progress towards creating our new Home in south-west London which will replace our
Richmond Home; and

6. deciding the location for our third new Home and making progress towards finding a suitable
site for it.

ok owbd

Our Ethos

Our Homes welcome residents from all backgrounds. Before admitting a prospective resident we
ensure that our Home will be able to provide the appropriate care and accommodation and that their
care plans will enable them to achieve their full potential. As an equal opportunity organisation, we are
committed to providing a home and working environment that is free from any discrimination on the
grounds of colour, race, ethnicity, religion, sex, sexual orientation or disability. We have a policy of
making reasonable adjustments to accommodate the needs of staff or residents who are or who
become disabled.

When setting our fees, we seek to achieve a balance between affordability and a level that is consistent
with providing first class care and accommodation for our residents, in order to ensure the long term
financial viability of the Charity. This means that we welcome residents whose care is funded from a
variety of sources. At 31 December 2010, our Homes provided care for residents whose sources of
funding were as follows:

Richmond Solihull
Local authority 29 23
Health authority/ Ministry of Defence (continuing care) 2 7
War pensions 2 0
Self-funding 20 26
Total number of residents 53 56

Our Homes provide care for residents drawn from a wide geographical area. During the year, our
Richmond Home provided care for residents funded by Richmond, Westminster, Ealing, Hampshire,
Hounslow, Kensington, Kingston, Lewisham, Southwark, Wandsworth, Buckinghamshire, West Sussex,
Surrey, Croydon, Hammersmith, Merton, Central London, Kent, Sutton and Wokingham local
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authorities.  Our Solihull Home provided care for residents funded by Solihull, Leicester,
Nottinghamshire, Warwickshire and Worcestershire local authorities.

When a local authority places a resident in a care home, it usually specifies the fee rate which it is
prepared to accept for different categories of care, and these rates differ between authorities. In
fairness to our host local authorities, the Charity applies a policy of accepting the rates set by them as
the minimum when agreeing local authority fee rates for residents who come from outside their area.

The care provided to all residents in the Charity’'s Homes is subsidised as a result of generous gifts
from supporters. As local authority fee rates are below open market rates, the Charity provided an
effective grant totalling some £2.64m in respect of the care provided to local authority funded residents
during 2010. The Charity has a policy of not requiring a 'top-up’ in respect of residents whose care is
funded by their local authority, and this means that the Charity does not exclude any potential
beneficiary on the grounds of financial hardship.

ACHIEVEMENTS AND PERFORMANCE

The principal activity of the Charity during the year was to provide residential nursing care and therapy
services at our Richmond and Solihull Homes for disabled persons who have served in Her Majesty’s
Armed Forces. The average age of residents at our Richmond Home was 84 years, and at our Solihull
Home was 86 years on 31 December 2010.

The facilities in our Solihull Home do enable the Charity to provide care for younger members of Her
Majesty’s Armed Forces who become disabled on active service or as a result of other injuries. Our
Solihull Home provided care to one member of the Royal Marines (aged 22) until 30" April 2010 when
he moved to a new house which had been adapted to meet his care needs. We intend to design our
new homes with facilities which will enable us to provide the highest quality of care to young Service
men and women if they become disabled and where our care provision can meet their needs.

The Solihull Home

Since opening in August 2008, we have increased resident numbers at our Solihull Home in a staged
manner and provided care to 56 residents, including 13 residents in the Roundel Wing (our specialist
dementia care centre) as at 31 December 2010.

Located on an attractive site adjacent to a residential development by Barratt Homes, the Home was
designed to provide the highest standard of care for 60 residents, including specially designed
accommodation in the Roundel Wing for 15 residents with dementia. The Charity worked with a
number of specialist organisations to ensure that the design of the buildings, facilities and services
were in line with best practice and offer the best possible environment for our residents. In particular we
worked with the Dementia Services Development Centre at Stirling University and The Alzheimer’s
Society in the design of the Roundel Care Wing. This commitment to creating an outstanding new
Home was recognised when the Charity received the Pinders Healthcare Design Award 2009 in the
category for large care homes for older people.

The Charity has invested a great deal of management attention during the year to ensure that the
Solihull Home provides the best possible care for its residents. The CQC Report dated 31 July 2009,
indicated that the Home had achieved a ’'two star - good service’ quality rating. In view of the
challenges involved in opening a new care home, it was pleasing to achieve this result within the first
year of its operation. The Charity is, however, committed to building on this result with a view to
achieving the highest quality of care for all our residents.

In June 2010, the Solihull Home embarked on a year-long development programme to enhance the
quality of person-centred care for residents with dementia. This project, which is called the Butterfly
Project, is being led by Dementia Care Matters, and embraces every aspect of our care for residents

7
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with dementia. The project involves the residents’ families, friends, staff and supporting professionals,
and is based on the concept of emotional care and seeks to achieve a really positive human connection
between residents and their carers. This is particularly important for people living with dementia, where
they can no longer rely on logic, facts, memory and reason.

The project helps staff to experience the perspective of people with dementia. One of our first steps has
been to break down some of the institutional barriers within the Home, with staff wearing smart casual
clothing instead of formal uniforms, and replacing the large dining area for 15 residents with two more
intimate dining spaces so residents who are at similar stages can be seated together. Communal areas
within the Roundel Wing have been redecorated in colour themes which assist with ,way finding’ as well
as brightening the environment. We are also introducing sensory items to stimulate memories and
spark reminiscences - including an office area with a desk, typewriter, and other office equipment; a
Jsetail’ area with overhead shop canopy, shelving with sweet jars, grocery packages, cash register,
scales, and shopping bags; and a workshop area with a work bench and tools. The entrance to the
Roundel Wing has been decorated to give the appearance of a garden with a garden bench, a creeper-
covered trellis and an indoor water feature so residents can sit and listen to the sound of moving water.

Our Solihull Home provides outstanding accommodation which will meet expected care needs of
residents for the foreseeable future. Each resident’s bed-sitting room has an en-suite shower room and
ample space to facilitate bedside therapies, treatments and easy access for wheelchairs and hoists.
These arrangements help residents to be as independent and mobile as possible whilst ensuring that
support is available whenever it is needed. Each wing presents a spacious homely environment with
dedicated dining and social areas for residents and a wide choice of venues where residents and
visitors can sit together.

Our staff teams encourage residents to take advantage of the increasing range of therapies, activities
and outings which are being offered as the home is becoming more established. Events have included
watching baby chicks hatch and butterflies emerge from their pupae, falconry displays, exotic animal
demonstrations, cooking demonstrations, a 'beach party’ on the veranda and our Fete, where we
welcomed many new visitors to support the Charity’s work. Residents also enjoy the programme of
trips in our purpose built coach, which have included the Birmingham Tattoo and the Crufts Dog show.
Our activity and physiotherapy teams have also worked together to introduce Ti Chi, Pamper sessions
and Wii games of golf and bowling — all of which are very much enjoyed. A group of ladies have started
a knitting circle and there is an active group of residents who enjoy regular games of bridge.

Residents also enjoyed the visit by residents from our Richmond Home, who in turn enjoyed the
opportunity to meet new friends at the Solihull Home, and gave a demonstration of wheelchair line
dancing. Our Solihull residents enjoyed this so much that this has now become a regular feature in the
Solihull activity programme.

A large disabled-friendly greenhouse has recently been purchased for the Home as so many of our
residents expressed how much they have missed gardening. Residents are now discussing which
vegetables they are going to grow. Tomatoes and runner beans are high on the list and hopefully they
will end up on their plates in the not too distant future!

The Home’s links with the Armed Forces are reinforced by the presence of military student nurses who
regularly complete placements at the Home, and by means of a ceremonial presence at events. Two
of the Charity’s nurses have trained as mentors for the military student nurses who complete their
elderly care placements and gain experience in Adult Nursing and Dementia Care at the Home. The
uniformed presence of military nurses is greatly appreciated by our residents.

Our goal is to create a Home which provides the highest quality of person centred care, concentrating
on the specific needs of each of our residents, and providing an environment where residents can live
life to the full, while maintaining strong links with the military family which our residents value so highly.

8
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The Richmond Home

The Charity is committed to providing the highest quality of care for all our residents at all times, and
was awarded a ,three star — excellent’ quality rating in the latest CQC Report which was dated
November 2007. During the year, our Richmond Home provided care to an average of 60 residents
(2009: 61), including those who visited the Home for short breaks. The Charity intends to maintain
resident numbers at the Richmond Home at this level during 2011 and 2012, which will ensure that all
residents can be accommodated in our new Surbiton Home when it becomes operational.

The Richmond Home continues to organise a wide range of activities, events and outings which are
greatly enjoyed by residents. Music is a very important part of many activities, with organisations and
local individuals providing concerts of the highest standard. Our Tuesday evening Music Club, which is
run by one of our dedicated volunteers, continues to be the highlight of the week for many residents.
We organise a range of puzzle-solving, word games and quizzes which residents enjoy and arrange
events such as wheelchair dancing, themed lunches and indoor ,seaside parties’ and a wide range of
activities including table tennis, bowls, skittles and dance — all of which enable residents to have a bit of
fun while keeping the atmosphere stimulating and interesting. Residents also enjoy regular visits from
Pets As Therapy dogs as well as visits from exotic animals and insects, birds-of-prey, farm animals and
even dancing dogs! The regular visits by local schoolchildren provide another highlight for residents,
particularly when the children give concerts or on ,Veterans and Youth Day when residents share
stories about their experiences.

We remember residents who have died in a special All Souls service held in our Chapel in November.
Remembrance Day is commemorated with two services in the Home and a service in Richmond
Cemetery at the Royal Star & Garter Memorial. We also attend the Cenotaph on 11™ November,
followed by a service in the Guards Chapel.

Residents particularly enjoy outings in our purpose built coach, and are always keen to suggest places
they would like to visit. Trips to museums, cafés, gardens and top West End shows continue to be
popular, and the year was rounded off with residents, staff, relatives and volunteers all taking part in a
"My Fair Lady’ themed Christmas Extravaganza in the Home.

Withdrawing from the Hampton Court Station development

As has been recorded in previous years, the Charity had reached an advanced stage in the planning to
create a purpose built care home for 60 residents at a site adjacent to the Hampton Court railway
station. The site had been selected after the Charity carried out an extensive search in Richmond and
the surrounding areas. Planning consent had been awarded for the new home at a meeting of
Elmbridge Borough Council in December 2008. Regrettably, an application for Judicial Review was
lodged on 9 September 2009. Following an endless series of delays, and as a result of continuing
uncertainty about whether the development would be able to progress, the Charity’s Body of Governors
decided with great reluctance, and after very careful consideration, to exercise its option to withdraw
from the scheme in July 2010. It was very frustrating that this project, which had been many years in
the planning, could not be delivered.

New London Home will be located in Surbiton

The Charity immediately initiated a new land search with a view to trying to find a new site for our
replacement London Home. Having reviewed a number of possible sites, we were very fortunate to be
able to identify a site in Surbiton where planning permission had been granted for a three-storey care
home. The site has the benefit of full planning permission, which was granted in 2009, and will enable
us to create a Home with a total of 63 rooms, including a purpose built dementia care centre for 26
residents on the first floor. The site has many mature trees and will allow us to surround the building
with an interesting garden.
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The Charity exchanged unconditional contracts for the purchase of four residential properties, which
together will constitute the Surbiton site, on 23 December 2010. Three of these properties will be
demolished and a substantial part of the garden of the fourth property will be utiliised in creating the
plot for our new care Home. We expect to complete the internal design for the new Home and receive
tenders for the building project by the end of October 2011 and to start preliminary ground works in
January 2012. We anticipate that our new Home will be completed in the first half of 2013.

The fourth property (3 Langley Avenue, Surbiton) and its remaining garden will be used by the building
contractor as their site office and storage area during the construction of the new care home. The
Charity is currently planning to require the building contractor to refurbish this property as a residential
dwelling with a modest garden once the care home has been completed. The Charity is currently
planning to retain this property and let it out as an investment property. This will enable the Charity to
retain the site in case there is an opportunity to benefit from holding the adjacent plots at some point in
the future.

Transferring residents and staff to the new Surbiton Home

Once completed, residents and our care teams will be given the opportunity to transfer from Richmond
to our new Surbiton Home. We hope to be able to welcome residents to our new Surbiton Home in
mid-2013, although this timescale may need revision. The Charity will keep residents and their families
and the existing staff team fully informed about our plans through a series of meetings and newsletters.
This process will continue to ensure residents and staff remain informed at key stages in the
development process.

Planning for our third new Home

The Charity initiated a land search in Buckinghamshire for a site for our third new Home in October
2009. This land search has identified a potential site in south Buckinghamshire which would be suitable
for the Charity’s third new Home. The Charity is in the process of finalising arrangements with the
vendors regarding the boundaries of the site, and hopes to be in a position to enter into a conditional
contract for the purchase of the site during 2011. The Charity will then seek to secure the necessary
planning permission for a new care home, and assuming that planning permission is granted, the
Charity will complete the purchase of the land. It may then take a further two years for the new home to
be constructed.

Planning new central administration offices and disposing of the Richmond properties

The Charity’s central administration team is currently located in accommodation which is part of our
Richmond Home. Once all our residents have been transferred to our new Surbiton Home, the Charity
will be in a position to relocate its central administration team and dispose of the Richmond buildings. It
has been difficult to conceive of moving out of our remarkable Home on Richmond Hill; however,
Governors have focused on the core purpose of the Charity — which is not about preserving buildings,
but about providing excellence of care to former members of Her Majesty’s Armed Forces.

The Body of Governors have initiated the process of considering the most appropriate means of
housing our central administration team in the future. It is currently expected that the Charity will enter
into a long lease for office accommodation in a location which would enable as many as possible of our
current staff team to travel to the new location. The Charity has designated a sum of £3.1m as a fund
which will be used to finance the acquisition and establishment of the new central administration
offices.

The Charity has also initiated the process of considering the most appropriate route for disposing of the
Richmond buildings, with a view to achieving the maximum value on sale. Once the sale has been
achieved, Governors will consider the future requirements of disabled Service and ex-Service men and
women. This will enable the Charity to ensure that the proceeds are applied in the most appropriate
manner to support the long term requirements of beneficiaries.
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Creating a Sustainable Financial Future for the Charity
The Charity has considered the resources required to enable the above projects to be completed
efficiently and effectively. These projects represent a demanding programme for the management
team. The Body of Governors considers that by adopting the following steps, the Charity will be able to
complete the projects in a satisfactory and timely manner over the coming years:
1. Learn lessons from constructing and commissioning the Solihull Home and apply these to the
new Surbiton Home;
2. Transfer residents and care teams from the existing Richmond Home to the new Surbiton
Home;
3. ldentify site for the Charity’s central administration offices, and transfer the administration team
from the Richmond Home to these new offices;
4. Dispose of the Richmond buildings; and
5. Construct and commission the new Buckinghamshire Home.

This strategy of creating three new care homes is essential because the current Richmond Home is
very expensive to operate. The Charity currently has to rely on legacy and other voluntary income to
supplement fee income in order to cover the cost of operating the Richmond Home. A significant
proportion of this income is received from individuals who have direct experience of the Second World
War. The Charity anticipates that the level of legacy and voluntary income will fall significantly in future
years as fewer people have direct contact with the armed forces. Moving to these three new purpose-
built homes will help enable the Charity to provide outstanding nursing care to residents in purpose built
accommodation, and enable it to operate day-to-day care services on a self financing basis.

The Charity’s fees do not recover overhead costs, the cost of constructing its homes, or of providing
benevolent services to residents. These facilities will continue to be financed from external fundraising.

The important role of volunteers

The Charity benefits from the services of approximately 130 active volunteers who in some cases
receive reimbursement of expenses. Their work covers a wide range of activities including the care
and welfare of residents and fundraising activities. Most of this work would not be affordable if
performed by remunerated employees. The Body of Governors wish to record their gratitude, and that
of our residents, for the immense value of the service provided by volunteers. Volunteers are always
available to support outings and internal events, and residents are very appreciative of the time and
care which they give, which enable them to enjoy such a wide range of activities and outings.

Financial Review
The Statement of Financial Activities is set out on page 19. The Charity’'s Incoming Resources
decreased by 2% to £13.1m in 2010 (2009: £13.3m), principally as a result of:

= Legacy income declined by 7% to £5.73m in 2010 from £6.15m in 2009.

» Interest receivable decreased by 9% to £0.4m (£0.44m in 2009) as a result of the reduction in
interest rates on deposits.

» Nursing fees increased by 15% to £4.33m (£3.76m in 2009) as a result of the phased increase in
the number of residents at the new Solihull Home.

Overall, the Charity benefited from net incoming resources amounting to £1.9m during the year (2009:
£3.1m). Total Charity funds amounted to £55.8m at 31 December 2010 as set out on page 20. These
funds are critical to the successful implementation of the Charity’'s New Homes Strategy, and the
allocation of net assets between funds is set out in Note 13.

The Governors gratefully acknowledge the financial support given to the Charity by so many generous

donors over many years, without whose support much of the good work provided by the Charity could
not continue.
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Pension Schemes

The Charity provides access to a money purchase stakeholder pension scheme for employees through
Friends Provident Pensions Limited. If an employee makes a contribution of 5% or more of
pensionable salary into this scheme, then the Charity also contributes 5% on their behalf.

The Charity’s defined benefit pension scheme was closed to future accrual on 30 April 2007. A qualified
independent actuary has prepared the valuation of the pension scheme for these accounts in
accordance with Financial Reporting Standard 17 (JFRS17’) which prescribes strict guidelines
irrespective of the pension scheme’s actual investment policy. This valuation basis indicated that a
surplus of £1.936m existed at 31 December 2010. This amount has not been recognised as an asset
because the scheme is now closed and no contributions are required to fund the future accrual of
pension benefits, leading to the surplus being defined as 'irrecoverable surplus’ under FRS17. The
position is described in Note 15.2.

A full triennial actuarial valuation of this scheme is being completed based on the position as at 1
January 2011 by a qualified independent actuary. This triennial valuation will take account of the actual
investment policy of the scheme and include a margin which is retained for prudence. The initial results
of the triennial valuation indicate that a deficit of around £0.428m existed at 1 January 2011, although
these results have yet to be confirmed. The triennial valuation and the annual accounting valuation
produce different results because they use different bases for their calculations. Once the final triennial
actuarial valuation report has been produced, the Charity will seek to agree with the Trustees of the
pension scheme the Schedule of Contributions to be paid into the pension scheme in order to eliminate
this deficit.

Reserves Policy

The Body of Governors has a policy of holding reserves representing the book value of fixed assets
employed in the Charity’s activities, to cover defined obligations and to protect the Charity against
unforeseen adverse developments as set out in Notes 12 and 13. The following funds have been
designated to finance the construction of the Charity’'s new Homes and central administration offices:

i) the Solihull Care Home Fund initially represented the full cost (£16.8m) of constructing the
Solihull Home. The value of this fund has declined to £15.49m to reflect the impact of
depreciation in periods to 31 December 2010. The balance on this fund represents the net
book value of the Solihull Home in the Charity’s accounts as at 31 December 2010.

i) the value of the Surbiton Care Home Fund remained at £14.05m at 31 December 2010. This
amount represents:

a. The deposit paid for three residential properties which will form the development site in
Surbiton. The deposit (£299k) is described in Note 13 as the cost of the properties
(£2.99m) less the balance which is due to be paid on completion (£2.691m).

b. The balance of the fund (£13.755m) is held as investments.

With pledges of grants amounting to £2.75m at 31 December 2010, this means that the Charity
has raised £16.8m, which represents the minimum expected cost of the new Surbiton Home.
An initial evaluation based on agreed designs suggests that the cost of the new home might
amount to £19m. The Charity will be able to determine the cost of the new home when it
receives formal tenders for the building project towards the end of 2011. At that time, the
Charity will reconsider the designation of funds to ensure that this project is fully funded.

i) the Third New Home Fund was established in 2007 to finance the development of the Charity’s
third new Home. The cost of developing this Home is expected to be in excess of £17m. With a
balance on the Third New Home Fund of £11.95m at 31 December 2010 (held as investments
as set out in Note 13) this means that the Charity has a Funding Gap of some £5.1m in relation
to this home. The Charity expects to raise this amount from fundraising programmes and the
proceeds of disposing of the Charity’s buildings in Richmond. If the Charity is fortunate enough
to raise more than this amount, then Governors will review the care needs of the disabled ex-
Service community to identify where additional services are most needed.
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iv) The Body of Governors established a further fund during the year to finance the acquisition and
fitting out of offices for the central administration team when the offices in the Richmond Home
are vacated. The Charity designated £3.1m during the year towards the cost of purchasing a
lease (if necessary) and fitting out these offices. The balance on this fund is held as
investments (Note 13).

At 31 December 2010, the Charity held Other Unrestricted Funds amounting to £11.17m as set out in
Notes 12 and 13. This includes the value of the Charity’s investment in fixed assets at Richmond
(£1.01m), 3 Langley Avenue, Surbiton (£2.15m) and other fixed assets (£0.06m). The balance of these
funds (£7.95m) are known as Free Reserves. These reserves are held in the form of disposable assets
including cash, term deposits, equities and fixed interest investments. As the Charity has long term
commitments to residents, the Body of Governors consider it appropriate to hold Free Reserves
equivalent to 7.5 months’ operating costs. Governors consider that the current level of free reserves is
sufficient in view of the scale and scope of the Charity’s operations, and their assessment of the
Charity’s risk profile. The Body of Governors and the management team ensure that reserves are
maintained at appropriate levels as part of the annual budgeting cycle within the Charity and during
regular financial reviews.

Investment Policy

The Charity’s investment strategy during 2010 was designed to preserve capital for financing
construction of the proposed Surbiton and third new Homes. The Body of Governors undertook a
formal review of investment managers during the year and, as a result, appointed Sarasin & Partners
LLP to manage the Charity’s investment portfolio in November 2010, at which point the Charity
invested in the following Common Investment Funds which are managed by Sarasin:

= The Alpha Common Investment Fund for Endowments, which seeks long-term capital and income
growth, achieved by investment in a broadly diversified global portfolio covering the world’s
principal stock, bond and currency markets, together with investments in ’alternative’ assets such
as property related securities and units in hedge funds. The equity content is diversified both by
geography and by major investment themes. The Fund may hold cash deposits from time to time
where it is in the interests of efficient management of the Fund’s assets. This Fund operates a
composite benchmark.

= The Alpha Common Investment Fund for Income and Reserves, which is oriented towards fixed
interest investments with the remainder in a mix of global equities, convertible bonds and cash. The
Fund seeks capital preservation over a rolling twelve month period in most 'normal’ stock market
conditions and it operates a composite benchmark.

The value of the Charity’s investment portfolio increased by £351k during the year. The Charity’s
investments were valued at £34.6m at 31 December 2010 as set out in Note 9.

Review of the Performance of Subsidiary Companies
The Charity had two wholly owned subsidiaries during 2010 (see Note 2):

= Star and Garter Promotions Limited which carries out non-charitable trading activities to raise funds
for the Charity. The company managed an annual lottery, trading activities and various events
during the year, and contributed £8k (2009: £6k) to the Charity during 2010 by way of covenanted
profits and the payment of service charges under licences to operate from the Home’s premises
and use the Home’s facilities. The company ceased trading at 31 December 2010 and is now
dormant.

= Star & Garter Property Limited whose principal activity is to undertake the design and build of new
care homes which will be supplied to The Royal Star & Garter Homes was established on 30
September 2010. Star & Garter Property Limited had not commenced trading as at 31 December
2010.
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FUTURE PLANS

The Charity has taken a number of significant steps towards implementing its exciting strategy during

2010. Our objective is to continue to provide the highest quality care for disabled ex-Service men and

women and their partners or spouses in purpose built accommodation. Our plans for the next year

include:

= Providing leadership, training and development to support our care teams so we consistently
provide the highest quality of care for residents in both our Homes.

] Continuing to develop communications, activities and fundraising events so our Homes become
an integral part of their local communities.

] Finalising the plans for our new Surbiton Home and securing competitive tenders so we can start
building works in 2012, with a view to taking occupation in 2013.

] Finalising the conditional agreement to purchase the site for our third new Home in
Buckinghamshire, and drawing up the planning application for this new Home.

] Continuing the gradual decommissioning of our Richmond Home while maintaining the highest
quality of care for residents in the Home.

] Evaluating the requirement for our new central administration offices.

" Finalising the plans for disposing of our Richmond properties.

GOVERNANCE AND MANAGEMENT

The Body of Governors is responsible for the overall governance of the Charity. All Governors, who
are also the Charity’s trustees, give of their time freely and no remuneration was paid to Governors in
the year.

The minimum number of Governors at any time is ten and the maximum twenty. The Charity has a
policy of co-opting the serving Medical Directors-General of the Army, Navy and Royal Air Force as
Governors. Other new Governors are elected by existing Governors and initially serve for a term of
three years. Governors are chosen on the basis of their experience. The Charity seeks to ensure that
the Body of Governors retains a wide range of professional and other skills. New Governors receive a
handbook about the Charity and meet members of the executive team, residents and other staff in
order to familiarise themselves with the workings of the Charity. Governors are eligible for re-election
but must retire on attaining the age of seventy. Special rules apply to the Governor nominated by the
British Red Cross Society.

The Body of Governors meets four times each year and Governors receive comprehensive reports on
all aspects of the Charity’s affairs in preparation for these. Governors received briefings on the
following areas relating to the Charity’s work during 2010 and are encouraged to attend relevant
external training courses:

=  Size and scope of the future needs of disabled service personnel
= Reserves policy

= Actuarial valuation of pension funds

= |nvestment strategy

= Risk management

=  Strategy for the provision of dementia care

= Staff survey

The Body of Governors delegates the exercise of certain powers in connection with the management

and administration of the Charity to the Finance Committee, the Property Committee and the Chief
Executive.
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Details of the Patron, President, Vice-Presidents and Members of the Body of Governors are set out on
page 34, and the names of the executive staff and the external advisers of the Charity are given on
page 35.

Finance Committee

The Finance Committee comprises a minimum of five members of the Body of Governors. Meetings
are held at least twice each year. The Committee considers the annual report and financial statements,
the appointment of external auditors and the annual budget and operating plan. It also considers the
risk management report, investment strategy, investment performance and other relevant financial
matters and makes recommendations to the Body of Governors at their quarterly meetings.

Property Committee

The Property Committee comprises a minimum of four members of the Body of Governors. The
Committee is authorised to exercise the powers of the Body of Governors when dealing with property
matters on behalf of the Charity including the acquisition, development and disposal of any land and/or
buildings. The Committee meets on an ad hoc basis as required and may take decisions without
holding a meeting provided that a majority of committee members shall have communicated their views
to the Chairman on the matter in question. All decisions are reported to the Body of Governors at their
quarterly meetings.

Chief Executive

The Chief Executive is responsible for the day-to-day management of the Charity and for implementing
policies agreed by the Body of Governors. The Chief Executive is assisted by an executive team and
other senior managers.

Statement of Governors’ Responsibilities
The Governors are responsible for preparing the Annual Report and the financial statements in
accordance with applicable law and United Kingdom Generally Accepted Accounting Practice.

Law applicable to charities in England and Wales requires the Governors to prepare financial
statements for each financial year which give a true and fair view of the state of affairs of the Charity
and of the incoming resources and the application of resources of the Charity for that period. In
preparing these financial statements, the Governors are required to:

= select suitable accounting policies and then apply them consistently;

= make judgments and estimates that are reasonable and prudent;

= observe the methods and principles in the Statement of Recommended Practice (Accounting and
Reporting by Charities);

= state whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

= prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the Charity will continue to operate.

The Governors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the Charity and enable them to ensure that the financial
statements comply with the Charities Act 1993, the Charities (Accounts and Reports) Regulation 2008
and the provisions of the Charity’s Royal Charter. They are also responsible for safeguarding the
assets of the Charity and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.
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Corporate Governance
The Charity operates systems of internal control which are designed 1o provide reasonable assurance
against material misstatement of loss. Thay include:

# an annual operating plan and budget approved by the Governons;

* regular consideralion by the Governors of financial results against the budget and other
performance indicators;

= delegation of day-to-day management authority and segregation of duties; and

# identification and managemant of risks.

Internal controls over all forms of commitment and expenditure continue fo be refined to improve
efficiency. Processes are in place 1o ensure that performance is monitored and that appropriate
managamant information is preparad and reviewed ragutarly by both the Exacutive and the Governors.

Risk Management

The management team maintain a Risk Management report which is updated following regular reviews
of the activitias and future strategy of the Charity as part of a formal risk management process. This
involves examining the types of risk the Charity laces and prioritising them in terms ol kelhood of
cccurrence and consequence. Govemors review polential risks to the Charity and the Charity's Risk
Managemeni report at each mesting of the Finance Commities and twice a year at meetings of the
Body of Governors, and employ the following spacific measures to manage polential risks;

# awide and appropriate vanaty of professional skills and sxperienca within the Body of Governors;
¢ {he maintenance of a prudant lavel ol reserves;

the employment of professionally qualified staff in key areas such as Chinical Services, Finance
and Human Resource management;

a comprehensive and adequate suite of insurance policies;

the setting of standards which meat or exceed those required by legislation and regulations;

good internal communications and controls; and

a comprahansive sulle of writlen polickes and procedures covenng all of the Charnity's activities.

oo i

On behall of the Body of Governors
Chairman Date: 21 June 2011
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INDEPENDENT AUDITOR’S REPORT
To The Governors of The Royal Star & Garter Homes

We have audited the financial statements of The Royal Star & Garter Homes for the year ended 31
December 2010 set out on pages 19 to 33.

The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

This report is made solely to the Governors, as a body, in accordance with Section 44 of the Charities
Act 1993. Our audit work has been undertaken so that we might state to the Charity’s Body of
Governors 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 Charity and the Charity’s Governors as a body, for our audit work, for this report, or for
the opinions we have formed.

Respective responsibilities of Governors and Auditor

As explained more fully in the Statement of Governors’ Responsibilities, the Governors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view.

We have been appointed as auditor under Section 43 of the Charities Act 1993 and report in
accordance with regulations made under Section 44 of that Act.

Our responsibility is to audit and express an opinion on the financial statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to
comply with the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of: whether the
accounting policies are appropriate to the Charity’s circumstances and have been consistently applied
and adequately disclosed; the reasonableness of significant accounting estimates made by the
Governors; and the overall presentation of the financial statements.

We read all the information in the Chairman’s Report and the Governors’ 