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Operating Cost Statement for the year ended 31 March 2002

Continuing Operations

2000-01
Notes £000 £000
Programme costs 3.1 65,933 62,340
Operating income 4 (3,808) (1,644)
Net operating cost 62,125 60,696
Net resour ce outturn 2.2 62,125
Statement of Recognised Gainsand L ossesfor the year ended
31 March 2002
2000-01
£000 £000
Unrealised surplus/(deficit) on the indexation and revaluation of fixed assets 12 277 289
Recognised gains and losses for the financial year 277 289

The notes at pages 4 to 14 form part of this account.
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Balance Sheet asat 31 March 2002

31 March
2001
Notes £000 £000
Fixed assets:
Tangible assets 51 13,832 14,130
Current assets
Stocks 6 196 208
Debtors 7 6,023 3,567
Cash at bank and in hand 8 66 8
6,285 3,783
Creditors: amountsfalling due within one year 9 (1,505) (1,017)
Net current assetgliabilities 4,780 2,766
Total assetslesscurrent liabilities 18,612 16,896
Provisions for liabilities and charges 10 (683) (955)
17,929 15,941
Taxpayers equity
General Fund 12 18,121 16,410
Revaluation reserve 12 (192) (469)
17,929 15,941
The notes at pages 4 to 14 form part of this account.
Signed: Date:

Accountable Officer
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Cash Flow Statement for the year ended 31 March 2002

2000-01
Notes £000 £000
Net cash outflow from operating activities 13 60,260 56,639
Capital expenditure and financial investment:
Expenditure to acquire tangible fixed assets 2,507 1,545
Receipts from disposal of fixed assets 0 0
Net cash (inflow)/outflow from investing activities 62,767 58,184
Net cash (inflow)/outflow befor e financing 62,767 58,184
Financing
Net Parliamentary funding 62,825 58,159
(Increase)/decrease in cash in the period 8 (58) 25

The notes at pages 4 to 14 form part of this account.
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Accounting 1

Policies

11

12

13

14

15

Notesto the Account

The financial statements have been prepared in accordance with the Resource
Accounting Manual issued by HM Treasury. The particular accounting policies
adopted by the Authority are described below. They have been consistently
applied in dealing with items considered material in relation to the accounts.

Accounting Convention

This account is prepared under the historical cost convention, modified to account
for the revaluation of fixed assets, and stocks where material, at their value to the
business by reference to their current costs.

Operating Income

Operating income is income which relates directly to the operating activities of the
authority. It principally comprises fees and charges for services provided on afull-
cost basis to external customers.

The main source of funding for the Authority is Parliamentary grant from the
Department of Health (Class Il Vote 1) within an approved cash limit which is
credited to the general fund.

Taxation

The Authority is not liable to pay corporation tax. Expenditure is shown net of
recoverable VAT. Irrecoverable VAT is charged to the most appropriate
expenditure heading or capitalised if it relates to an asset.

Capital charges

A charge, reflecting the cost of capital utilised by the authority, is included in
operating costs in accordance with the principal capital charges objective to ensure
that such charges are fully reflected in the cost of capital. The interest rate applied
to capital charges in the financial year 2001-2002 was 6% on all assets less
liabilities, except for donated assets and cash balances with the Office of the
Paymaster General, (OPG), where the chargeisnil.

Fixed Assets

The treatment of fixed assets in the account is in accordance with the principal
capital charges objective to ensure that such charges are fully reflected in the cost
of capital.

a. Capitalisation
All assets falling into the following categories are capitalised:

i) tangible assets which are capable of being used for more than one year, and
have a cost equal to or greater than £5,000;

i) groups of tangible fixed assets which are interdependent or would normally
be provided or replaced as a group with atotal value in excess of £5,000 and
anindividual value of £250 or more.

iii)  computer software licences are not capitalised, see note 1.5d

b. Valuation
Fixed assets are valued as follows:

i)  valuations of land and buildings are carried out by the District Valuer of
the Inland Revenue at five yearly intervals. Operational land and buildings
are valued on the basis of existing use. Between valuations the appropriate
NHS indices are applied to revalue these assets.

ii)  equipment is valued at estimated net current replacement cost using an
appropriate NHS index;
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iii) assets in course of construction are regarded as having not yet
started their lives and therefore are valued at cost and neither
indexed nor depreciated;

iv) intangible assets held for operational use are valued at depreciated
replacement cost. Surplus intangible assets are valued at the net
recoverable amount. The Authority does not hold any intangible
assets.

c. Depreciation

Assets are depreciated over their estimated lives on a straight line basis
using their expected useful lives as follows:

Years

Buildings as advised by District Valuer
Furniture, Fixtures, Fittings,

Plant and Machinery 10
Mainframe IT Installations 8
Vehicles 7
Office Equipment 5
Computers incl. software development costs 5

Intangible assets are amortised over the estimated lives of the assets. To
meet with FRS15 an annual review is undertaken of all assets to assess
their remaining useful life. No asset lives were expected to be
significantly different from previous estimates.

d. Intangible Assets

The Authority has not capitalised software licences as:

a) Any licences purchased for operating software are included in the
cost of the asset;

b) licences bought to operate software on the mainframe are paid on an
annual basis and include an element for software maintenance.

e. Impairments

The Authority reviewed its fixed assets for impairments under FRS11 but
considered there were no material losses which fell within the definitions
and which would be reflected in the accounts - see also note 1.10.

1.6 Stocksand work in progress
Stocks are valued at cost.

1.7 Pension Contributions

The Authority's employees participate in the NHS pension scheme. This
is a statutory, defined benefit scheme, the provisions of which are
contained in the NHS Pension Scheme Regulations (S| 1995 No. 300).
Under these regulations the Authority is required to pay an employer's
contribution, currently 7% of pensionable pay, as specified by the
Secretary of State for Hedlth. These contributions are charged to
programme costs as and when they become due.
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1.7 Pension Contributions (continued)
Employees pay 6% (manua staff 5%) of pensionable pay. Employer
contributions are used to defray the cost of providing the scheme benefits.
These are guaranteed by the Excheguer, with the liability to pay benefits falling
to the Secretary of State, not to the Authority. Index linking costs under the
Pensions (Increase) Act 1971 are met directly by the Exchequer.

The scheme is notionally funded. Scheme accounts are prepared annually by
the Department of Health and are examined by the Comptroller and Auditor
General. The Government Actuary values the scheme every five years and his
quinquennial reports are published.

The scheme has money purchase Additional Voluntary Contribution (AVC)
arrangements linked to the Equitable Life Assurance Society, Standard Life
and Prudential. Equitable Life continues under existing arrangements,
although there are no new contributions. Standard Life and Prudential are
available to employees to enhance their pension benefits.

Additional pension costs arising from early retirements are not funded by the
scheme except where the retirement is due to ill-health. For early retirements
not funded by the scheme, prior to 6 March 1995, the additional costs are
recharged to the Authority and included within programme costs as they arise.
For early retirements not funded by the scheme from 6 March 1995, the full
amount of the liability for the additional costs is charged to the income and
expenditure account at the time the Authority commits itself to the retirement,
regardless of the method of payment.

In 2002/03 the accounting for pre-6 March 1995 early retirements will be
brought into line with that for post-5 March 1995 early retirements. The
forecast remaining liability (or remaining prepayment, where the liability has
been bought out) will be recognised as a prior period adjustment.

1.8 Operating leases

Rentals under operating leases are charged to the operating cost statement in
equal amounts over the term of the lease.

1.9 Losses and Special Payments

Losses and special payments are charged to the relevant functional headings,
including losses which would have been made good through insurance cover
had the Authority not been bearing their own risks (with insurance premiums
then being included as normal revenue expenditure).

1.10 Research and Development
The authority had no expenditure on research and development during the year.

1.11 Foreign Exchange
Transactions which are denominated in aforeign currency are trandlated into sterling
at the exchange rate ruling on the date of each transaction.

1.12 Prior period adjustments
There were no prior period adjustments.
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2001-02
£000
Achievement 2.1 Net operating cost 62,125
of Operational Revenue Resource Limit 64,782
Financial
Balance Operational Financial Balance (2,657)
Reconciliation 2.2 2001-02
of net programme £000
cost to net Net programme cost 62,125
resource
outturn and Net resource outturn 62,125
Revenue Revenue resource limit 64,782
Resource Limit (Over)/under spend against limit 2,657
Reconciliation 2.3 2001-02
of gross £000
capital Gross capital expenditure 2,507
expenditure NBV of assets disposed 0
to capital Capital grants 0
resour ce limit Donations 0
Net capital resource outturn 2,507
Capital resource limit 3,070

(Over)/under spend against limit 563
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Programme

Costs

Authority members
Staff costs
Contract staff

Capital: Depreciation
Impairments
Capital charges interest
(Profit)/loss on disposal

Interest paid - unwinding of discount
Interest paid - other

Auditor's remuneration Audit Fee
Non-statutory audit fees
Equipment and furniture

Stationery, printing, postage and telephone

Maintenance, fuel, power and cleaning

Rent and rates

Transport

Staff training, advertising and removal expenses

Travel and subsistence

Other programme costs

£000
42
47,060
611

3,082

1,011

o

171

3,803
2,287
3,484
1,768
587
653
338

1,036

£000

47,713

4,093

14,127

2000-01

£000
44
43,622
490

44,156

3,504
0

993

0

4,497

0

0

83

56
2,884
3,057
3,626
1,457
454
641
477
952

13,687

65,933

62,340

There was no interest payable arising from claims made under the Late Payment of Commercial

Debts (Interest) Act 1998. (2000-2001 NIL)

Hire and operating rentals included in expenses

Hire of plant and machinery
Other programme costs

2000-01

£000 £000
0 0

0 0

0 0

Commitments 3.2 The Authority is committed to make the following payments during the next year in respect of

under operating
leases

operating leases:

2001-02 2000-01
Land and Other Land and Other
buildings buildings

£000 £000 £000 £000
within one year 0 0 0 0
between two and five years 66 0 157 0
after five years 1,001 0 918 0
1,067 0 1,075 0
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Authority
members’
remuneration

Staff Costs

33

34

2000-01

£000 £000

Non-executive members remuneration 42 a4
Chairman Chairman Chief

(up to 31 Oct 2001) (wef 1 Nov 01) Executive

£000 £000 £000

Basic salaries 9 7 80
Benefits 0 0 2
Compensation for loss of office 0 0 0
Performance related bonuses 0 0 0
Pension contributions 0 0 6
2001-02 Totas 9 7 88
2000-01 Totas 16 83

The Chief Executive is a member of the NHS pension scheme (include any enhanced benefits). The
employer's contribution to the scheme amounted to the equivalent of 7% of the Chief Executive's
salary. The Chief Executive's remuneration and conditions of service are set by the Remuneration
Committee in accordance with NHS Guidelines for Senior Management Pay. The benefit relates to
the provision of a leased car.

The Non-Executive Chairman was appointed in November 2001 for 3 years. Prior to November she
was a non-executive director of the Authority from January 2000. The previous postholder’s 3 years
term expired in November 2001. The table above reflects the change in Chairman.

Executive members remuneration and staff costs

2000-01

£000 £000

Salaries and wages 40,680 39,526
Contract staff 611 490
Socia security costs 2,455 2,465
Employer contributions to NHSPA 2,338 1,631
Redundancy payments and pension capitalisation 1,587 302
47,671 44,414

Authority non-executive members remuneration a2 a4
Total staff costs 47,713 44,458

The average number of persons employed (including senior management) during the year was 3,176.
(2000-01 3,196)

Senior staff 3.5 The salary and pension entitlements of the most senior managers of the Authority were as follows:

remuneration

Name Age Salary  Real increase  Total accrued
(and position held) in pension  pension at age
60 at 31.3.2002
years £000 £000 £000
D G Ball Director of IT 50 66 2 24
C Dalton Director of Pharm Servs * * * *
J Ferguson Medical Director (1) * *
M King Director of Planning 36 52 1
A McDonald Director of Operations (1) 40 22 2 16
M Siswick Director of HR & Fraud * 55 * *
W J Smith Director of Finance & Admin 49 66 2 20
E Stobbart  Director of Operations (1) 60 41 0 28

* Consent to disclosure withheld

1) E Stobbart retired as Director of Operations on 30 November 2001 and A McDonald was
promoted to the post from 1 December 2001. The above salaries and pensions relate to their
respective periods as Director. Dr Ferguson left the employment of the PPA on 28 February 2002.
All salaries include employer's contributions and, where applicable, benefits in kind relating to the
provision of a leased car.
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Operating
Income

Tangible 5.1

Fixed Assets

4 Operating income analysed by classification and activity, is as follows:

2000-01
Appropriated Not appropriated Total Tota
inaid in aid
£000 £000 £000 £000
Administration and programme income;
Fees & chargesto externa customers 342 0 342 349
Income received from Scottish Parliament 880 0 880 880
Income received from National Assembly for Wales 420 0 420 410
Income from patients exemptions penalty charges 1,947 0 1,947 0
Other 219 0 219 5
Total 3,808 0 3,808 1,644
Land Buildings, Assetsin
installations cour se of
& fittings construction
£000 £000 £000
Net book value as at 31 March 2001 765 6,036 0
Additions 0 774 0
Transfers 0 0 0
Revaluation & indexation 115 14 0
Impairments 0 0 0
Depreciation provided during the year 0 (159) 0
Disposals 0 0 0
Net book value as at 31 March 2002 880 6,695 0
Equipment Total All
Assets
£000 £000
Gross replacement cost or vauation as at 31 March 2001 26,981 33,782
Additions 1,733 2,507
Transfers 0 0
Revaluation & indexation 573 732
Impairments 0 0
Disposals 0 0
Asat 31 March 2002 29,287 37,021
Accumulated depreciation as at 31 March 2001 (19,652) (19,652)
Additions 0 0
Transfers 0 0
Revaluation and indexation (455) (455)
Impairments 0 0
Charge for the year (2,923) (3,082
Disposals 0
Asat 31 March 2002 (23,030) (23,189)
Net book value as at 31 March 2001 7,329 14,130
Net book value as at 31 March 2002 6,257 13,832
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Net Book 5.2 The net book value of land and buildings as at 31 March 2002 comprises:
Value of
Land and £000
Buildings Freehold 7,575
7,575
Finance 5.3 There are no assets held under finance leases or hire purchase contracts.
Leasesand
Hire Purchase
Contracts
Disposal 5.4 There were no asset disposals made in the year.
Summary of 5.5 Property DV Value Length of Expiry
Leasehold £000 Lease (years) Date
Properties Scottish Life House A 250 9 July 2009
Scottish Life House B 1,100 22 July 2009
Sandyford House 3,060 17 Aug 2012
Garage 24 16 July 2007
West Bromwich 740 14 Dec 2008
Wakefield 810 29 Sept 2009
Sheffield 835 27 April 2008
Wakefield Warehouse 31 17 June 2007
Liverpool 870 30 Jan 2010
Newcastle Warehouse 325 5 Aug 2005
These properties are not recorded in the balance sheet as assets as they are
considered to fall within the parameters of SSAP21 and not FRS5.
Stocks 6 £000 £000
IT - consumables 163 175
Print room 2 9
Health Benefits Division - stationery 18 18
Administration - cleaning supplies 13 6
196 208
Debtors 7 Amountsfalling due within one year £000 £000
NHS debtors 593 259
Provision for irrecoverable debts 0 0
Prepayments 2,324 2,654
Accrued income 27 2
Capital debtors 0 0
Prescription exemption penalty charges 1,592 0
Other debtors 1,487 652
6,023 3,567

Other debtors at 31 March 2002 include recoverable VAT incurred on behalf of the
Modernisation Agency. Net expenditure is recharged to the Agency and is not
included in the operating cost statement.
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Analysis of 8 At31 Change At 31
Changesin March during March
Cash 2001 theyear 2002

£000 £000 £000

Cash at OPG 1 38 39
Cash at commercia banks and in hand 7 20 27
8 58 66
Creditors: 9 31 March
Amountsfalling 2001
duewithin one £000 £000
year Overdrafts 0 0
NHS creditors 0 0
Capital creditors 109 49
Tax and social security 4 0
Other creditors 1,076 822
Accruas 316 146
Deferred income 0 0
1,505 1,017
Provisions for 10 Pensionsfor Legal Other Total
Liabilitiesand former claims
Charges staff
£000 £000 £000 £000
At 31 March 2001 955 0 0 955
Arising during the year 0 0 0 0
Utilised during the year (272) 0 0 (272)
Reversed unused 0 0 0 0
Unwinding of discount 0 0 0 0
At 31 March 2002 683 0 0 683

Expected timing of cash flows:

Within 1 year 250 0 0 250
1-5 years 408 0 0 408
Over 5 years 25 0 0 25
M ovements 11 2000-01
in working £000 £000
capital other Increase/(decrease) in stocks (12 27
than cash Increase/(decrease) in debtors 2,456 138
(Increase)/decrease in creditors (488) (27)

1,956 138
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Reserves

Reconciliation
of operating

12

13

cost to operating

cash flows

Contingent
Liabilities

Capital
Commitments
Other

commitments

L osses and

14

15

16

17

Special Payments

Related
Parties

18

The movement on the General Fund in the year comprised:

£000
Balance at 31 March 2001 16,410
Prior period adjustment 0
Net operating costs for the year (62,125)
Net Parliamentary funding 62,825
Transfer from revaluation reserve 0
Non-cash items:

Capital charge interest 1,011
Balance at 31 March 2002 18,121
The movement on the reval uation reserve in the year comprised:

£000

Balance at 31 March 2001 (469)
Impairments 0
Indexation of fixed assets 277
Revaluation of fixed assets 0
Transfer to General Fund: realised revaluation 0
Balance at 31 March 2002 (192)
2000-01

£000 £000

Net operating cost for the year 62,125 60,696
Adjust for non-cash transactions 31 (4,093) (4,497)
Adjust for movements in working capital other than cash 11 1,956 138
(Increase)/decrease in provisions 10 272 302
Net cash flow from operating activities 60,260 56,639

At 31 March 2002, there were no known contingent liabilities.

At 31 March 2002 the value of contracted capital commitments was £603,129
(£146,137 at 31 March 2001)

The Authority has not entered into any non-cancellable contracts.

The Authority reported no losses and special payments in the year which exceeded
delegated limits. See detail in appendix Alii.

The Authority is a body corporate established by order of the Secretary of State for
Health.

The Department of Health is regarded as a related party. During the year the
Authority has had a significant number of material transactions with the Department,
and with other entities for which the Department is regarded as the parent
Department, e.g. Modernisation Agency.
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Post Balance 19
Sheet Events

Modernisation 20
Agency

Penalty 21
Charges

Asat 1 April 2002, the remaining forecast liabilities for all non-capitalised
pre-6 March 1995 early retirements have been provided for in full as per
FRS12. This will result in a charge of £9,800 to the operating cost
statement in 2002-2003.

From 1 October 2001, the Authority acted as agent of the Modernisation
Agency for financial and human resource issues. The Authority received
£210,000 for this service during 2001-2002.

Penalty charges took effect from prescriptions dispensed after 1 December
2000. Due to category D, such prescriptions were not processed until April
2001 and work by the compliance unit will not take place until after this
date. The Authority will account for these penalty charges in the financial
year in which the compliance unit establishes that a charge is due rather than
accounting for them in the financia year in which the prescriptions to which
the charges relate were dispensed. The Compliance Unit along with the
Prescription Fraud Team will transfer to the Counter Fraud Operational
Service (CFOS) in 2002/03 and it is expected that the penalty charge income
will no longer accrue to the Authority. The current debtor balance of
£1,592,000 is, therefore, unlikely to be fully recovered by the PPA. Given
that any of this balance is not recovered at the time of the transfer, it will be
passed to CFOS for them to recover, therefore no provision has been made
for bad or irrecoverable debt in these accounts.
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THE NATIONAL HEALTH SERVICE IN ENGLAND ACCOUNTS DIRECTION GIVEN BY
THE SECRETARY OF STATE FOR HEALTH IN ACCORDANCE WITH SECTION 98(2)
OF THE NATIONAL HEALTH SERVICE ACT 1977 AND WITH THE APPROVAL OF TREASURY
PRESCRIPTION PRICING AUTHORITY
1. The Secretary of State directs that an account shall be prepared for the financial year ended 31 March
2001 and subsequent financial years in respect of the Prescription Pricing Authority. The basis of
preparation and the form and content shall be as set out in the following paragraphs and Schedules.
BASIS OF PREPARATION
2. The account of the Prescription Pricing Authority comply with:
(a) generally accepted accounting practice in the United Kingdom (UK GAAP):
(b) the accounting and disclosure requirements of the Companies Act;
(c) all relevant accounting standards issued or adopted by the Accounting Standards Board, in so far as
they are appropriate to the NHS and are in force for the financial year for which the accounts are to be

prepared;

(d) accounting guidance approved by the FRAB and contained in the Resource Accounting Manual, but
specifically excluding schedules 1 and 5;

(e) the historical cost convention modified by the inclusion of fixed assets at their value to the business
by reference to current costs; and stocks at the lower of net current replacement cost (or historical cost
if this is not materially different) and net realisable value.

FORM AND CONTENT

3. The account of the Prescription Pricing Authority for the year ended 31 March 2001 and subsequent
years shall comprise an operating cost statement, a balance sheet, a cash flow statement and a statement
of recognised gains and losses as long as these statements are required by FRAB, including such notes
as are necessary to ensure a proper understanding of the accounts.

4. For the financial year ended 31 March 2002 and subsequent years, the account of the Prescription
Pricing Authority shall give a true and fair view of the state of affairs as at the end of the financial
year and the net operating costs, recognised gains and losses and cashflows during the year.

5. The Foreword, the Balance Sheet and the Statement on the system of internal control shall be signed by the
Chief Executive of the Authority and dated. All other papers should be initialled.

MISCELLANEOUS

6. The direction shall be reproduced as an appendix to the published accounts.

7. The notes to the accounts shall, inter alia, include details of the accounting policies adopted.

Signed by the authority of the Secretary of State for Health.

Signed : Dated :
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SCHEDULE 1

APPLICATION OF THE ACCOUNTING AND DISCLOSURE REQUIREMENTS OF THE
COMPANIES ACT AND ACCOUNTING STANDARDS

Companies Act

1. The disclosure exemptions permitted by the Companies Act shall not apply to the NHS unless
specifically approved by the Treasury.

2. The Companies Act requires certain information to be disclosed in the Director’s Report. To the
extent that it is appropriate, the information relating to NHS bodies shall be contained in the foreword.

3. The operating cost statement and cashflow statement shall have regard to the format prescribed in the
Resource Accounting Manual.

4. The balance sheet shall have regard to the balance sheet format 1 prescribed in Schedule 4 to the
Companies Act.

5. NHS bodies are not required to provide the historical cost information described in paragraph (33) of
Schedule 4 to the Companies Act.

Accounting Standards

7. NHS bodies are not required to include a note showing historical cost profits and losses as described
in FRS 3.

SCHEDULE 2
ADDITIONAL REQUIREMENTS

1. The foreword shall include a statement that the account has been prepared to comply with a Direction
given by the Secretary of State in accordance with section 98(2) of the NHS Act 1977.

2. The foreword shall also contain a description of the statutory background and main functions of the
Prescription Pricing Authority together with a fair review of their operational and financial activities
and a summary of their performance against targets.



