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Report of the Council for the year ended 31 December 2008

The Council of The Guide Dogs for the Blind Association has pleasure in presenting its Report and audited consolidated Financial Statements for the year ended 31 December 2008. The Council’s Report and Financial Statements have been prepared in accordance with the provisions of the Statement of Recommended Practice (SORP) – Accounting and Reporting by Charities (revised 2005).

A more comprehensive summary of the services and achievements of the charity during 2008 is included in Guide Dogs’ Annual Review.

1.  Structure, governance and management

The Guide Dogs for the Blind Association operates under the abbreviated name of Guide Dogs. Guide Dogs is a charitable company limited by guarantee, established on 30 August 1934. It is governed by a Memorandum and Articles of Association, which were last amended on 17 July 2007. 

Members of Council

The names of the Members of Council serving as at May 2009, who are Directors of the company and Trustees of the charity, are listed at the beginning of this Report.

Members of Council are elected by the members of Guide Dogs at the Annual General Meeting or elected by the Council to fill a vacancy as it arises from time to time. Recruitment takes place through a sub committee of Council with clear terms of reference, and candidates are sought to provide Council with a full range of relevant skills relating to the business of the charity. Prior to appointment, prospective Members of Council receive an induction pack and briefing which is designed to provide them with an understanding of the roles and responsibilities they will be required to fulfil.

Three new Trustees were elected at the Annual General Meeting in 2008 – Jill Hill, Amos Miller and Dr David Mitchell. Neal King was re-elected. Richard Lane and Elaine Noad resigned on 15 July 2008. Following changes to the Articles of Association in 2007, Members of Council serve a three-year term of office before retiring and are eligible to stand for re-election for two further three-year terms of office. Exceptionally, a fourth and final term may be served if there is a specific need, defined by Council.

On appointment, all new Members of Council have personalised induction programmes. These are designed to cover the main operational framework of the charity, the current financial position and future plans and objectives. New Trustees are also encouraged to visit one of the four Guide Dog Training Schools and other teams, and to attend a staff and volunteer induction workshop.

Members of Council do not receive any remuneration for their services to the charity.

Their responsibilities

The Members of Council are responsible for preparing the Annual Report and Financial Statements in accordance with applicable law and regulations.

Company law requires the Members of Council to prepare Financial Statements for each financial year. Under that law the Members of Council have elected to prepare the Financial Statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). The Financial Statements are required by law to give a true and fair view of the state of the affairs of the charitable company, and of the surplus or deficit of the charitable company for that period. In preparing these Financial Statements, the Members of Council are required to:

· select suitable accounting policies and then apply them consistently;

· make judgements and estimates that are reasonable and prudent;

· state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed and explained in the Financial Statements;

· prepare the Financial Statements on the going concern basis, unless it is inappropriate to presume that the charitable company will continue in operation.

The Members of Council are responsible for keeping proper accounting records that disclose with reasonable accuracy at any time the financial position of the charitable company, and enable them to ensure that the Financial Statements comply with the Companies Act 1985. The Members of Council are also responsible for safeguarding the assets of the charitable company and, hence, for taking reasonable steps for the prevention and detection of fraud and other irregularities.

The Members of Council are responsible for the maintenance and integrity of the corporate and financial information included on the charitable company's website. Legislation in England and Wales governing the preparation and dissemination of Financial Statements and other information included in Annual Reports may differ from legislation in other jurisdictions.

The Members of Council at the time of approval of this Report have confirmed that:

· so far as the Members of Council are aware, there is no relevant audit information of which the charitable company's auditors are unaware; and

· the Members of Council have taken all the steps that ought to have been taken in order to be aware of any information needed by the charitable company's auditors in connection with preparing this Report, and to establish that the charitable company's auditors are aware of that information.

The Members of Council have overall responsibility for the activities of Guide Dogs, advised by the Chief Executive and the Corporate Team.

There are currently seven Committees within the Council:

· Audit; 

· Investment;

· Remuneration; 

· Research; 

· Nominations; 

· Property;

· National Client Representatives.

The Council sets clear terms of reference for the Committees and receives regular reports on their activities. The guide dog owners’ National Client Representatives Committee provides a focus for user involvement and consultation within Guide Dogs. A Governance Task Force addresses governance issues of the charity. Trustees have further involvement through a system of some 12 portfolios addressing specific areas of Guide Dogs’ activities.

Management

The Chief Executive and Corporate Team are responsible for the day-to-day management of Guide Dogs, acting under delegated authority given to them by the Council.

Members of the Corporate Team:

Bridget Warr, Chief Executive

Jennifer Cook, Director of Planning and Performance Improvement

Jane Coope, Director of Human Resources and Diversity (from 28 January 2008)

Jayne George, Director of Fundraising

Stephen Kirk, Director of Operations

Tom Pey, Director of External Affairs

John Whiterow, Director of Finance and Support Services (from 31 March 2008)

Other members of the Corporate Team during 2008 included: Sarah McKenna, Acting Director of Human Resources and Diversity and Lech Zwierzynski, Interim Director of Finance and Support Services.

Related parties

Guide Dogs owns the entire issued share capital of its five subsidiary undertakings:

· The Guide Dogs for the Blind Association (Trading Company) Limited is the charity’s trading subsidiary. 

· Guide Dogs UK Limited operates as a design and new build company for Guide Dogs.  

· GDBA Community Care Services Limited, GDBA (Pension Fund Trustee) Limited and Guide Dogs Limited were dormant during 2008. 

The financial performance of these subsidiaries is disclosed in Note 16 to the Financial Statements.

Associated relationships

Guide Dogs is one of the founder members of the International Guide Dog Federation, and its Chair is currently Guide Dogs’ Chief Executive, Bridget Warr. The Federation sets global standards and promotes international good practice in the breeding and training of dogs, and the education of their owners, in existing and newly formed schools.

Guide Dogs works closely with other charities that focus on the needs of blind and partially-sighted people, especially the RNIB and Action for Blind People. It has formed a Memorandum of Understanding with the National Association of Local Societies for Visually Impaired People (NALSVI), which contains clauses on how the organisations will cooperate and work together to better support the needs of blind and partially-sighted people.

Guide Dogs also has close relationships on a contract basis with local authorities and local voluntary organisations and with other assistance dog organisations, including chairing the umbrella organisation Assistance Dogs UK.

Risk management and internal control

Council reviews the major risks the charity faces as part of the annual business planning process, and has established effective and efficient systems to manage these. It is satisfied that the arrangements for managing these risks, combined with the annual review of internal financial controls and the reserves policy, will ensure that sufficient resources are available to maintain services for the foreseeable future. The terms of reference for the Audit Committee were reviewed and rewritten in 2007, giving more focus and emphasis to risk management.

Performance against the objectives set out in the annual business plan and management of major risks is monitored regularly by Council. Council also ensures that systems for internal financial control are in place. These systems are reviewed as part of a three-year rolling internal audit programme. The systems are designed to safeguard the charity’s assets, ensure that proper accounting records are maintained and provide reliable financial information. 

Key elements of Guide Dogs’ control systems include the following: 

· Council meets at least five times a year. A number of matters (including management remuneration and the approval of bank mandates) are specifically reserved for their approval. 

· There is a clear organisational structure with appropriate levels of accountability and reporting lines. 

· Council approves the delegation of financial authority, through the Chief Executive, to the rest of the charity, with specific limits imposed at each level. 

· The annual budget and any financial commitment in excess of £400,000 require approval by the full Council. 

· A revised risk management framework was developed based on the risk management standard, and was implemented throughout Guide Dogs during 2007. This is used to identify and review new and current major business risks and prioritise them in terms of impact and probability of occurrence, and then identify and implement efficient controls to manage them.

Throughout 2008 the organisation continued to monitor on average eight high-level risks. These included financial risks relating to voluntary income generation, potential loss of legacy income and an increased pension deficit. Other risks included working with young people and vulnerable adults and a failure to recruit and maintain qualified and skilled staff. In Operations, risks related to poor animal health and an inadequate supply of dogs.

Guide Dogs will continue to build on the risk management framework and embed it into the culture of the charity.

2.  Objectives and activities

The Objects for which Guide Dogs is established, as set out in the Memorandum of Association, are to promote the health, equality and independence of blind and partially-sighted people by:

· providing guide dogs for blind and partially-sighted people;

· training and educating blind and partially-sighted people in the use of such guide dogs;

· the relief, prevention and cure of vision impairment; and

· providing such services, facilities and activities for the benefit of blind and partially-sighted people as the Association shall from time to time deem fit. 

Strategic aims

Guide Dogs has five strategic aims which will ensure the delivery and achievement of the vision and mission:

· Improving and expanding the guide dog service.

· Extending services to children and young people, to more people from black and minority ethnic communities and to more people with disabilities additional to their visual impairment.

· Defining and campaigning for better rehabilitation services for all blind and partially-sighted people.

· Campaigning for equal access for guide dog owners and other blind and partially-sighted people.

· Helping to reduce or slow down the onset of blindness, and promoting eye care.

Primary activities

The guide dog service: at the heart of the charity is giving independent mobility to blind and partially-sighted people through the provision of a guide dog.

The breeding of most guide dogs is carried out at the Tollgate breeding and puppy aptitude centre in Warwickshire. Initial guide dog training takes place at one of the four Guide Dog Training Schools in Forfar, Bolton, Leamington and Redbridge.

The mobility and partnership training is delivered through a network of 28 district teams located across the United Kingdom. 

Vision Support Services (VSS): a range of rehabilitation services is provided to help blind and partially-sighted people of all ages. This includes long cane mobility training and communication and daily living skills training. Central to the VSS strategy is the provision of services on a contract basis to local authorities and local voluntary organisations on a cost recovery basis.

Policy development, advocacy and campaigns: Guide Dogs lobbies, campaigns and influences policies and legislation on issues that affect guide dog owners and other blind and partially-sighted people. These include access to services, independent travel, shared surface streets, street obstacles, provision of rehabilitation services and raising awareness of eye care issues. Campaigning is based on surveys of the views and aspirations of blind and partially-sighted people.

Fundraising and marketing: in addition to receiving substantial funds through legacies, Guide Dogs generates income for the delivery of its services through a range of fundraising initiatives. These include direct marketing, individual giving, community and branch activity, events, corporate relationships and legacy marketing, trusts and in memoriam gifts. 

Research activities

Guide Dogs provides grants for research and supports activities in the following areas:

· Ophthalmic research – 
i) to maintain and enhance residual vision, 
ii) epidemiology to inform the development of organisational strategy and policy.

· Canine research – to inform, preserve and enhance performance in Guide Dogs’ dogs, that improves and maintains the effectiveness of those dogs in their lifecycle.

· Service development and technology – to fund advances in technology, services and environments that advance mobility for blind and partially-sighted people.

Grant themes are identified by a broad-based internal group, and applications for grant funding within these themes are subject to internal and external scientific and ethical review. Following this process, the research groups agree project funding but with final approval reserved for the Research Committee. 

3. Achievements and performance

The guide dog service

At the end of 2008 there were 4,500 guide dog owners in the UK (4,466 at end of 2007). During the year, 759 people were trained and qualified with a guide dog (690 in 2007). This marked improvement was a direct result of a planned increase in the number of qualified staff. 

We were also able to carry out over 11,300 home visits to clients during 2008, which contribute to the effective maintenance of a happy partnership.

Guide Dogs’ success rate for dogs completing training in 2008 was 74 per cent (67 per cent in 2007). We continue to invest in the training of new technical staff in line with our plan to reduce waiting times and increase productivity. Additionally, investment in the capacity and quality of our breeding programme is helping to drive up the success rates. Reliance on stock bred outside of the guide dogs programme has been reduced to minimal numbers. 

Nationally, enquiries for the guide dog service have risen from 780 in 2007 to 850 in 2008. 

The post-training client satisfaction survey continues to show satisfaction levels in excess of 95 per cent. 

In 2008, the building programme for the new Guide Dog Training School at Atherton, near Bolton, commenced, with a target date for completion of May 2009.

Our continuing work with black and minority ethnic representative groups is enabling our services to gain more acceptance within their communities, and we hope to transform this acceptance into a number of applicants becoming ready for guide dog ownership.

Vision Support Services

2008 saw the contracting opportunities for our Vision Support Services (VSS) come under considerable strain as the economy began its downturn. Our competitiveness in the market is being tested significantly and a number of authorities have now taken services back “in house”.

The total number of clients trained by VSS in 2008 was 1,600 (1,225 adults and 375 children and young people). Two of our contracts to provide services two days per week have been reduced to one day per week, leading to an overall reduction in numbers from 2007. The percentage of rehabilitation clients from black and minority ethnic groups remains constant, at just over two per cent of adults and just over 17 per cent of children and young people. In relation to finances, we continue to recover our direct costs on all contracts. The end of year financial position showed a deficit of £103,000.

Policy development, advocacy and campaigns

Guide Dogs has established that shared surface street designs as currently conceived are dangerous for blind and partially-sighted people, and other vulnerable members of the community, because there is no kerb separating pedestrians and vehicles. 2008 saw the roll out of our “Say NO to shared streets” campaign, targeted initially at those who plan our streets, and it has succeeded in stopping some authorities from introducing shared surface street schemes. Most notable among these were schemes in Belfast and Londonderry where, working in partnership with the Inclusive Mobility and Transport Advisory Committee (IMTAC) and Regional Access Committee, Guide Dogs successfully campaigned to reverse shared surface proposals in favour of streetscapes with traditional kerbs. However, although we have seen some successes to date, a lot of work still has to be done to make our town centres accessible to blind and partially-sighted people.

Access to international travel continues to become easier: nine airports are already operating the Pet Travel Scheme (at least for guide and other assistance dogs) and we are working with a further eight to ensure that they comply by the end of 2009. We are also continuing to put pressure on the Department for Transport and the government's appointed regulators to ensure that the UK industry complies in full with the EC regulation on rights for air passengers with disabilities.

Our recently published research into the needs of blind and partially-sighted people in the UK has highlighted both the inadequacy and paucity of rehabilitation and support services to this most vulnerable group. Working with other organisations, Guide Dogs is determined to do what it can to improve these, ensuring that the mobility of blind and partially-sighted people becomes a priority, and that our younger generation can make the most of the same opportunities in life that are open to everyone else.

Fundraising and legacies

Guide Dogs' total voluntary income was £58.1 million in 2008. Legacy income decreased from £39 million in 2007 to £36 million in 2008. A total of 1,376 legacies were left to Guide Dogs in 2008, with more than half of these being of less than £5,000 each. Fundraised gross income reached £22 million in 2008, an increase of 5.2 per cent on 2007. This was due in the main to an increase in donor giving and investment in the Sponsor a Puppy programme.

During 2008 the Fundraising department also made a significant investment in donor segmentation and analysis to inform future investment decisions.

Ophthalmic research

Guide Dogs continues to fund its programme of ophthalmic research, the key objectives of which are:

· to fund projects that may lead to better diagnosis or treatment to aid the preservation of sight and prevent further visual loss in people who are blind or partially-sighted; and 

· to encourage developments in ophthalmology (including optometry) that may lead to a clinical application within five years. 

We are currently supporting 18 ophthalmic research projects which range from investigating retinal abnormalities, and disease-specific conditions such as glaucoma and diabetic eye disease, to non-clinical projects including the electronic monitoring of more unusual causes of visual impairment across the UK. 

Canine research

Guide Dogs funds and supports an in-house programme of canine research that will enhance the understanding of guide dog health and behaviour, and impact in a positive way on the future quality of our dogs. This research plays a key role in reducing the number of unsuitable dogs produced and identifying these at an early stage. The research programme is implemented in partnership with veterinary, scientific and commercial colleagues. 

Service development and technology

These research projects aim to support and evaluate technological devices that will assist the mobility of blind and partially-sighted people. In addition to technological developments, Guide Dogs researches areas that will aid our campaigning, such as shared surface street design concepts, attacks on guide dogs and training for sighted guides.

Employees

The average number of full time equivalent staff employed during 2008 was 998 (2007: 920). There has been planned growth in the Operations Directorate, technical training team and, to a lesser extent, in other areas.  A rolling programme reviewing employment policies ensures that we remain compliant with legislation and that our policies are fit for purpose.

Through our Diversity Policy, we continue to encourage the recruitment, retention and career development of blind and partially-sighted people, as well as people from under-represented groups from as wide a range as possible of ethnic, cultural, religious and social backgrounds, and people with disabilities.

A project has reviewed the way in which we train and accredit learning for our technical staff. A more flexible, modular approach to our technical training pathways has been designed and piloted with very positive results. A phased rollout of revised and new modules is underway, supported by a fully accessible and cost effective on-line training programme.

Safeguarding children and vulnerable adults is important to the organisation. Relevant policies and procedures are in place and all staff have been trained on the importance of safe working practices. 

Volunteers

The continued success of Guide Dogs owes much to the support the charity receives from an estimated 10,000 volunteers, who are involved in all aspects of our work. A major project has been underway during 2008 to complete a fundamental review of the way Guide Dogs engages, manages and utilises its volunteer resource. A plan of action to ensure volunteering is mutually beneficial and expanded to support the growth plans of Guide Dogs will be rolled out in 2009.

4. Plans for the future 

2009 is the final year of our five year strategy “Moving Forward Together”. This is an important year for Guide Dogs as we will be developing and communicating our next strategy for the period 2010 to 2020. To do this we will need to engage and consult with our stakeholders and service users, as we rely on their experiences to learn, develop and improve in all we deliver. The new strategy will build on the successes of “Moving Forward Together” to ensure we meet the needs of all blind and partially-sighted people. 

In parallel with developing our strategy we have identified four priorities that we will focus on in 2009 to achieve all the aims and objectives of “Moving Forward Together”. The main focus continues to be “Improving and developing capacity within the guide dog service”, followed closely by three more priorities, as detailed below.

Improving and developing capacity within the guide dog service for future expansion

Our target for 2009 is 760 new partnerships, with a view to reaching 950 new partnerships by 2015.

We have employed professional project managers to progress key strategic projects related to reaching more diverse audiences with our services. As a result, we have a clear plan for delivery of the guide dog service in 2009 in the following areas:

· Children and young people – guide dog services and rehabilitation services;

· Services to black and minority ethnic clients;

· Services to clients with additional disabilities;

· Seeking new clients – our ability to engage with potential clients and motivate them to apply for a guide dog.  

With regard to 2009 and beyond, we believe we are heading into challenging times; however, we are still committing to expand the services we provide to children and young people. 

Within our canine research programme we will continue to investigate: general canine reproductive issues, to improve the efficiency of the breeding programme; assessing the characters of dogs from early on in training; issues around the daily routines of our dogs; puppy nutrition; and preventing overfeeding in working guide dogs. 

Campaigning for equal access for all blind and partially-sighted people and for improved rehabilitation services

The threat of shared surface streets looms large as approximately 130 schemes are being planned across the UK. Our campaign to stop the development of shared surface streets will continue throughout 2009 and beyond, if required.

The lack of accessible information still remains the most significant barrier to blind and partially-sighted people using public transport. On the back of our successful campaign to introduce audio visual announcements on buses in London, we plan to take our campaign UK-wide in 2009.

We are delighted that a large number of guide dog owners are using their hard-earned right to take guide dogs into the cabins of aircraft and travel internationally both on holiday and business. In Europe the rights of access for guide dog owners are inconsistent, and we are campaigning for equality of access for all guide dogs and their owners throughout the EU. Our starting point is to establish a common definition of a guide dog, and we are campaigning through the European Guide Dog Federation to achieve this.

During 2008 we published the Rehabilitation Project Group’s report into the future of service provision for people who lose their sight. As a result of this report we have set up a number of training courses with universities, ensuring a continuity of supply of appropriately trained rehabilitation professionals. These courses should commence in 2010. In addition, we are speaking to devolved governments to improve access for blind and partially-sighted people to these services and, although progress has been made, there is much still to do to eliminate the “postcode lottery” that exists. 

Valuing our volunteers

Guide Dogs values the contribution that all its volunteers make to the success of the organisation. In 2009 we will roll out the actions developed from our 2008 Volunteer Project, to ensure that we have effective systems, structures, and other resources in place to meet all our volunteers’ needs. This will make sure that volunteers are fully supported, and that Guide Dogs has skilled, motivated and fully engaged volunteers to meet the needs of our clients both now and moving forward in support of our new strategy.

Ensuring Guide Dogs is “fit for purpose” to deliver the strategy

Specific objectives have been set in the following areas that will ensure Guide Dogs can deliver its first three priorities:

· The new Guide Dog Training School at Atherton will open in May 2009.

· Detailed planning and development work will continue around a replacement unit for the breeding, whelping and puppy aptitude and research facilities at Tollgate. This is a highly specialised building proposal and it is hoped that final design, planning and funding decisions will be completed by summer 2009.

· A Reward Review is underway to reshape the way we reward and recognise staff across the organisation. A new pay and grading structure based on a more open process of job evaluation with salary progression linked to skills acquisition, along with a more flexible benefits offering for staff, will provide a firm foundation to ensure our staff are equipped to deliver the new strategy. 

· We are in the first year of a two-year programme to update and integrate information technology within Guide Dogs. In 2009 two new systems will go live – a “Dog and Client” system that will streamline processes and a new Customer Relationship Management system. Work will also commence to deliver new HR, Finance and Procurement and Portal systems in 2010.

· In the current economic climate our “Working Smarter” Project – a high-level review of Guide Dogs’ current processes to ensure that all that we do is efficient and effective – is becoming increasingly important, and is gaining momentum.

5. Financial review 2008 

Overview

2008 has been a turbulent year for the economy in the UK, with many organisations and charities being affected. Given this backdrop, Guide Dogs’ operating performance has been good. Our planned investment in fundraising activity has led to an increase in voluntary fundraised income of over 5 per cent and, whilst costs have increased, we have significantly improved the number of guide dog partnerships that we produced in 2008 compared to 2007. 

The fall in the UK equity market directly impacted the value of our investment portfolio, although our losses were considerably better than the market and the average charity portfolio losses. In 2008, the unrealised and realised losses were £10.3 million.

These investment losses with the funding required for our pension scheme actuarial loss of £8.68 million have led to a reduction in our reserves of just over £20 million. 

Income

Total income was £68.6 million. Voluntary income was down by £1.9 million, although if legacies are excluded fundraised voluntary income was up £1.1 million, reflecting the additional investment of resources in this area. Legacy income was down by £3 million compared to the previous year, although 2007 had been an exceptional year for legacy income with a number of large legacies. 

Expenditure

Total resources expended in 2008 increased to £70.2 million. Fundraising costs have increased compared to 2007, reflecting the planned increase in fundraising activity (for example, in donor retention and donor acquisition). The 2008 costs reflect the expanded apprentice Guide Dog Mobility Instructor programme and the opening of the new Guide Dog Training School, Forfar, plus the inflationary impact on a number of cost areas including fuel and vet expenses. 

Tangible fixed assets

The changes in tangible fixed assets during the year are summarised in Note 8 to the Financial Statements. Guide Dogs continues to invest in new Guide Dog Training Schools, and the Atherton build at Gibfield Park (near Bolton) has progressed well over 2008, with practical completion expected in May 2009. 

The impact of the economic downturn has impeded our ability to dispose of surplus properties such as the old sites at Forfar and Wokingham. This has resulted in unbudgeted security costs being incurred until such time as more favourable market conditions for disposal exist. The only property to be disposed of in 2008 was a district team office in Edinburgh.

Designated funds

Guide Dogs maintains three designated funds:

The Fixed Assets Fund has increased from £27.0 million to £31.3 million during the year and comprises property and other assets held to fulfil the objects of the charity.

The Research Fund provides funding for: 

i. Advances in technology, services and environments that promote mobility for blind and partially-sighted people; 

ii. Canine research to continue the improvement in the health and quality of dogs; and  

iii. Ophthalmic research into the prevention and cure of conditions that affect people’s sight. This comprises work to maintain and enhance residual vision, and epidemiology to inform the development of organisational strategy and policy. 

The year-end balance on this fund was £2.7 million (£3.4 million at the end of 2007). Accounting rules require the full cost of a multi-year grant to be added to the fund in the year of commitment. 

The Capital Reserve was established in 2008 to set aside funds for major works to improve the infrastructure of the organisation. It includes the completion of projects such as the new Guide Dog Training School at Atherton, much needed IT systems to deliver efficiencies in the way we deal with donors (the Customer Relationship Management system), and guide dog owners and the management and training of our guide dogs (the Dog and Client system). The total designation at the end of 2008 was £8.4 million (2007: nil).

Restricted funds

These are funds that have been donated to Guide Dogs which are subject to specific conditions.

Permanent endowment funds

These are funds that have been donated with the condition that the capital must remain in perpetuity. Income from the investment of these funds may be used for unrestricted purposes.

Reserves

Total funds at the end of 2008 stood at £133.7 million (£154.3 million at the end of 2007). Net free reserves at the end of 2008 amounted to £90 million (£122.4 million at the end of 2007).

When someone becomes a guide dog owner, we make a long term commitment to provide them with a guide dog for life. The average working life of a guide dog is six and a half years, so a client may require up to eight dogs during their lifetime. Each guide dog partnership involves around 20 months of training. The highly specialised nature of our work also means that we have to train our own staff, a long process which has to be planned well in advance. (To recruit and train a Guide Dog Mobility Instructor, for example, takes over three years.) The maintenance expenditure on buildings and supporting infrastructure is fixed in the medium term and, together with our training requirements, results in the necessity for a long term cost planning horizon. Furthermore, the charity’s income is derived primarily from voluntary giving, particularly legacies, which may fluctuate significantly.

In order to mitigate the risk to the provision of this long term commitment to each guide dog owner, the Council has concluded that the free reserves should be maintained at a level of the equivalent of at least two years’ running costs of the core guide dog service. This target continues to be achieved.

Investment policy

Guide Dogs has undertaken a major capital asset replacement programme which will continue over several (four to six) years, and it aims to break even on its routine operations over the period. The current investment policy is to ensure that, at the end of that period, investments will be at the same level (after drawdowns and adjusted for inflation) as at the beginning of the period. In order to achieve this outcome at appropriately low risk and low volatility in reserves, a target of LIBOR + 4 per cent over three-year rolling periods has been established for the fund managers. In addition, the mandate seeks to avoid downside risks by avoiding underperforming returns in any 12 month period. Trustees consider this to be a prudent policy which challenges managers to produce excellent results.

Investment managers were selected for contrasting styles in order to further minimise risk, and the investments are currently separately managed on an “unconstrained” investment basis by Standard Life Investments and Newton Investment Management Limited in the ratio 2:1, under the control of Guide Dogs’ Investment Committee. 

The investment policy also includes the use of derivatives which are held as traded products. Currency forwards are used to reduce risk by removing unwanted foreign currency exposure from the fund. Equity futures are used to gain exposure to an equity market without investing in physical assets or to reduce exposure to an equity market where an underlying investment in that market is held. Gilt/bond futures are used to gain exposure to movements in underlying interest rates without having to invest in fixed income funds. Equity options are used to reduce risk and provide exposure to market volatility. Interest rate swaps are used to gain exposure to movements in underlying interest rates without having to invest in fixed income funds. Inflation swaps are used to provide exposure to the outcome of a typical inflation index compared to current predictions. Swaptions provide positive exposure to interest rate movements beyond a certain level.

Guide Dogs has revised its accounting policy for calculating investments gains and losses, adopting a practical accounting policy of viewing investments passed over to investment managers to manage as being more like investments in a unitised fund. This simplifies the calculations as realised gains or losses only crystallise when funds are withdrawn. There is no net effect on the Statement of Financial Activities.

During 2008 the market value of investments has decreased from £144.7 million to £126.8 million (12.4 per cent) with £11 million net drawdowns and after investment management fees of £701,000. Investment income of £4.0 million was generated and there have been capital losses totalling a net £10.3 million. Against the benchmark target return (LIBOR + 4 per cent) of 9.6 per cent for the year, Standard Life Investments achieved negative 8.1 per cent and Newton Investments positive 5.5 per cent – giving an overall total negative return of 4.3 per cent. This was 15.8 per cent above the WM Charity Fund Average return of negative 20.1 per cent.

The Guide Dogs pension scheme

The latest formal actuarial assessment was at 31 December 2006. A separate valuation for FRS 17 purposes valued the deficit in the pension scheme at 31 December 2008 at £27.7 million (2007: £21.9 million). (Refer to Note 17 to the Financial Statements.)

Guide Dogs has agreed to contribute additional annual amounts of £3.42 million over the next seven years to fund this deficit.

In line with FRS 17 requirements, Guide Dogs’ pension obligations are illustrated as part of the balance sheet.

This report was approved by the Members of Council on 19 May 2009 and signed on its behalf by:

Chairman:  Tony Aston

Date: 19 May 2009
Independent Auditors’ Report to the members of The Guide Dogs for the Blind Association

We have audited the group and parent charitable company financial statements (“the Financial Statements”) of The Guide Dogs for the Blind Association for the year ended 31 December 2008, which comprise the Consolidated Statement of Financial Activities, the Charity and Group Balance Sheets, the Consolidated Cashflow Statement and the related Notes. These Financial Statements have been prepared in accordance with the accounting policies set out therein.

Respective responsibilities of Council Members and auditors

The responsibilities of the Members of Council (who are also the charitable company Trustees for the purposes of charity law) for preparing the Report of the Council and the Financial Statements in accordance with applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Council Members’ Responsibilities.

Our responsibility is to audit the Financial Statements in accordance with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the Financial Statements give a true and fair view and are properly prepared in accordance with the Companies Act 1985. We also report to you whether the information given in the Report of the Council is consistent with the Financial Statements.

In addition we report to you if, in our opinion, the charitable company has not kept proper accounting records, if we have not received all the information and explanations we require for our audit, or if information specified by law regarding Council Members’ remuneration and transactions with the charitable company is not disclosed.

We read other information contained in the Report of the Council, and consider whether it is consistent with the audited Financial Statements. We consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with the Financial Statements. Our responsibilities do not extend to any other information. 

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the Financial Statements. It also includes an assessment of the significant estimates and judgments made by the Members of Council in the preparation of the Financial Statements and of whether the accounting policies are appropriate to the group’s and charitable company's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the Financial Statements are free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the Financial Statements.

Opinion

In our opinion:

· The Financial Statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice, of the state of affairs of the group and the parent charitable company as at 31 December 2008 and of the group’s incoming resources and application of resources, including the group’s income and expenditure for the year then ended;

· The Financial Statements have been properly prepared in accordance with the Companies Act 1985; and

· The information given in the Report of the Council is consistent with the Financial Statements.
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