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CITY LINK (CARDIFF) LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 315" DECEMBER 2020

The Directors submit their report to the members, together with the audited financial statements for the
year to 31st December 2020.

Principal activity, review of the business and future developments
The Company is a wholly owned subsidiary of City Link Cardiff (Holdings) Limited.

The Company’s project was to design, build, finance and maintain road infrastructure linking the Cardiff
Bay waterfront to the city centre and to procure commercial and residential developments on sites
surrounding the road infrastructure. The project has been delivered under the Private Finance Initiative.
The operational phase of the project commenced on 19th December 2000 for a period of 25 years.

The Company’s service provider is contracted to a maintenance agreement that varies yearly in accordance
with anticipated maintenance requirements. Consequently, the cost of sales and related turnover
recognition increased accordingly over amounts reported in the prior year although the percentage service
margin applied to operating costs reduced in the year owing to a change in macro-economic assumptions
in the financial model.

Business and financial risks

The company faces the risk of the deduction of the unitary payment from Welsh Development Agency (i.e.
the concession revenue) based on the lack of availability of the contracted services and/or poor
performance of these services. The company is able to mitigate these risks because these deductions are
generally passed down to the relevant subcontractors; consequently, these risks ultimately lie with the
service providers. Therefore, business risks are limited due to the contract between the Company and the
support services providers.

The Company is exposed to the potential risk of subcontractor insolvency although, this is mitigated
through regular review of subcontractor financial and operational performance.

Whilst the Company is exposed to COVID-19 risk regarding the potential impact on subcontractors which
it engages with and their exposure in relation to labour and the ability to continue to perform required
services, the Company has continued to trade successfully through the Covid-19 pandemic. There has been
no significant deviation from project delivery plans and all contractual cash flows continue to be discharged
in line with the project's detailed underlying financial model. Performance risk under the Project
Agreement and related contracts are passed on to the service providers and to the building contractor. The
obligations of these subcontractors are underwritten either by performance guarantees issued by banks or
by parent company guarantees.

The significant use of non-recourse debt for financing assists the Company in matching the cash flows and
the financial risk management of this PFI project. Furthermore, the bulk of the debt is fixed rate achieved
through interest rate swaps.

The company has also taken out an RPI swap to mitigate against inflation risk on a proportion of the unitary
charge receivable.

Results and dividends

The company made a profit of £3,399,000 (2019: £2,004,000). The company paid dividends of £2,653,000
during the year (2019: £750,000).

Directors

The present Directors of the Company who served during the year and through to the date of this report
are set out on Page 1.

Strategic report exemption

The Directors' Report has been prepared in accordance with the provisions applicable to companies
entitled to the small company exemption. Accordingly, no Strategic Report has been prepared.



CITY LINK (CARDIFF) LIMITED

DIRECTORS’ REPORT (continued)
FOR THE YEAR ENDED 315" DECEMBER 2020

Indemnity provisions
No qualifying third party provision is in force for the benefit of any director of the Company.
Going concern

The financial statements have been prepared on the going concern basis of accounting which the directors
believe to be appropriate because there are no material uncertainties related to events or conditions that
may cast significant doubt about the ability of the company to continue to trade as a going concern.

The Directors have prepared cash flow forecasts which indicate that, taking account of severe but plausible
downsides, the Company will have sufficient funds to meet its liabilities as they fall due. Further
information of the Directors’ assessment including the consideration of the impact of COVID-19 is
contained within note 1.2,

The Company was able to meet the financial covenants as at 30 June 2020 and 31 December 2020 and is
forecast to meet them for the foreseeable future and for a period of at least 12 months from the date of
approval of these financial statements.

Taking into account reasonable possible risks in operations to the Company, the fact the obligations of the
Company’s sole customer are underwritten by the Welsh Government, the Directors have a reasonable
expectation that the Company will be able to settle its liabilities as they fall due to the foreseeable future
and for a period of at least 12 months from the date of approval of these financial statements. It is therefore
appropriate to prepare these financial statements on the going concern basis.

Disclosure of information to the auditor

The directors who held office at the date of approval of this directors' report confirm that, so far as they
are each aware, there is no relevant audit information of which the Company's auditor is unaware; and each
director has taken all steps that he ought to have taken as a director to make himself aware of any relevant
audit information and to establish that the Company's auditor is aware of that information.

Auditor

Pursuant to section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and
RSM UK Audit LLP will therefore continue in office.

Approval

The Report of the Directors was approved by the Board on 29 June 2021 and signed on its behalf by:

.

I D Hudson
Director



CITY LINK (CARDIFF) LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE DIRECTORS’
REPORT AND THE FINANCIAL STATEMENTS

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance
with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
they have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law).

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that period.

In preparing these financial statements, the directors are required to:

. select suitable accounting policies and then apply them consistently;
. make judgements and estimates that are reasonable and prudent;
. prepare the financial statements on the going concern basis unless it is inappropriate to presume

that the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position
of the company and enable them to ensure that the financial statements comply with the Companies Act
2006. They are also responsible for safeguarding the assets of the company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities.



INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF CITY LINK (CARDIFF) LIMITED (continued)

Opinion '

We have audited the financial statements of City Link (Cardiff) Limited (“the company”) for the year
ended 31st December 2020 which comprise the Profit and Loss Account and Statement of Other
Comprehensive Income, Statement of Changes in Equity, Balance Sheet and notes to the financial
statements, including a summary of significant accounting policies. The financial reporting framework
that has been applied in their preparation is applicable law and United Kingdom Accounting Standards,
including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”
(United Kingdom General Accepted Accounting Practice).

In our opinion the financial statements:

. give a true and fair view of the state of the company’s affairs as at 31st December 2020 and of its
profit for the year then ended;

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice;

. have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We are independent of the
company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require
us to report to you where:

. the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or
. the directors have not disclosed in the financial statements any identified material uncertainties

that may cast significant doubt about the company’s ability to continue to adopt the going concern
basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

Other information :

The other information comprises the information included in the annual report, other than the financial
statements and the auditor’s report thereon. The directors are responsible for the other information. Our
opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially consistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we are required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
financial information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

. the information given in the director’s report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and
. the directors’ report has been prepared in accordance with applicable legal requirements.



INDEPENDENT AUDITORS’ REPORT

TO THE MEMBERS OF CITY LINK (CARDIFF) LIMITED (continued)

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in the course
of the audit, we have not identified material misstatements in the directors’ report.

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us
to report to you if, in our opinion: ‘

. adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or

. the financial statements are not in agreement with the accounting records and returns; or

. certain disclosures of directors’ remuneration specified by law are not made; or

. we have not received all the information and explanations we require for our audit; or

. the directors were not entitled to prepare the financial statements in accordance with the small

companies’ regime and to take advantage of the small companies’ exemption from the
requirement to prepare a strategic report

Responsibilities of directors

As explained more fully in the directors’ responsibility statement set out on page 4, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

The extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities are instances of non-compliance with laws and regulations. The objectives of our audit are
to obtain sufficient appropriate audit evidence regarding compliance with laws and regulations that have a
direct effect on the determination of material amounts and disclosures in the financial statements, to
perform audit procedures to help identify instances of non-compliance with other laws and regulations that
may have a material effect on the financial statements, and to respond appropriately to identified or
suspected non-compliance with laws and regulations identified during the audit.

In relation to fraud, the objectives of our audit are to identify and assess the risk of material misstatement
of the financial statements due to fraud, to obtain sufficient appropriate audit evidence regarding the
assessed risks of material misstatement due to fraud through designing and implementing appropriate
responses and to respond appropriately to fraud or suspected fraud identified during the audit.

However, it is the primary responsibility of management, with the oversight of those charged with
governance, to ensure that the entity's operations are conducted in accordance with the provisions of laws
and regulations and for the prevention and detection of fraud.

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud, the

audit engagement team:

. obtained an understanding of the nature of the industry and sector, including the legal and
regulatory framework that the company operates in and how the company is complying with the
legal and regulatory framework;

. inquired of management, and those charged with governance, about their own identification and
assessment of the risks of irregularities, including any known actual, suspected or alleged
instances of fraud;



INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF CITY LINK (CARDIFF) LIMITED (continued)

. discussed matters about non-compliance with laws and regulations and how fraud might occur
including assessment of how and where the financial statements may be susceptible to fraud

As a result of these procedures we consider the most significant laws and regulations that have a direct
impact on the financial statements are FRS 102, the Companies Act 2006 and tax compliance regulations.
We performed audit procedures to detect non-compliances which may have a material impact on the
financial statements which included reviewing financial statement disclosures, inspecting correspondence
with local tax authorities and testing a sample of direct and indirect submissions and settlements to ensure
such submissions were made in line with statutory deadlines and reporting requirements.

We have not identified any significant indirect laws and regulations critical to the company's operations.

We performed audit procedures to inquire of management whether the company is in compliance with
these law and regulations and inspected correspondence with licensing or regulatory authorities.

The audit engagement team identified the risk of management override of controls as the area where the
financial statements were most susceptible to material misstatement due to fraud. Audit procedures
performed included but were not limited to testing manual journal entries and other adjustments and
evaluating the business rationale in relation to significant, unusual transactions and transactions entered
into outside the normal course of business and challenging judgments and estimates applied across the
financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at: http://www.frc.org.uk/auditorsresponsibilities This description
forms part of our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

PSM LIS AUT (R

Nicholas Cattini (Senior Statutory Auditor)
for and on behalf of RSM UK Audit LLP, Statutory Auditor
Chartered Accountants
RSM UK Audit LLP
Marlborough House
Victoria Road South
Chelmsford
Essex
CM1 1ILN
29 June 2021



CITY LINK (CARDIFF) LIMITED

PROFIT AND LOSS ACCOUNT AND STATEMENT OF OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31ST DECEMBER 2020

Turnover

Cost of sales
Gross profit

Administrative expenses

Operating profit
Interest receivable

Interest payable and similar charges

Profit before taxation

Tax charge

Profit for the financial year

Other Comprehensive Income

Items that will, or may be, re-classified to profit or loss

Gain arising on cashflow hedges

Tax recognised in relation to change in fair value

cashflow hedges

Other comprehensive income for the year
Total compfehensive income for the year

All results arise from continuing operations.

The notes on pages 11 to 22 form an integral part of these financial statements.

Notes

2020 2019
£000 £000
5,387 2,643
(1,489) (901)
3,898 1,742
(960) (377)
2,938 1,365
2,926 3,400
(1,694) (2,351)
4,170 2,414
(771) (410)
3,399 2,004
2020 2019
£000 £000
247 312
(&) (53)

242 259
3,641 2,263




CITY LINK (CARDIFF) LIMITED

STATEMENT OF CHANGES IN EQUITY

Balance at 1st January 2019

Total comprehensive income for the period
Profit

Other comprehensive income

Total comprehensive income for the period

Dividends

Balance at 31st December 2019

Balance at 1st January 2020

Total comprehensive income for the period
Profit

Other comprehensive income

Total comprehensive income for the period

Dividends

Balance at 31st December 2020

Called up Cash flow Profit and
share capital  hedge reserve loss account  Total Equity
£000 £000 £000 £000
100 (671) 1,420 849
- - 2,004 2,004
- 259 - 259
- 259 2,004 2,263
- - (750) (750)
100 (412) 2,674 2,362
Called up Cash flow Profit and
share capital  hedge reserve loss account  Total Equity
£000 £000 £000 £000
100 412) 2,674 2,362
- - 3,399 3,399
- 242 - 242
- 242 3,399 3,641
- - (2,653)  (2,653)
100 (170) 3,420 3,350

The cashflow hedge comprises the effective portion of the cumulative net change in the fair value of
cashflow hedging instruments related to hedged transactions that have not yet occurred.

The notes on pages 11 to 22 form an integral part of these financial statements.



CITY LINK (CARDIFF) LIMITED

BALANCE SHEET
_ AT 31ST DECEMBER 2020

Current assets

Debtors: due within one year
Debtors: due after one year
Cash at bank and in hand

Creditors: amounts falling due within one year

Net current assets

Creditors: amounts falling due after one year
Provisions for liabilities and charges

Net Assets

Capital and resérves
Called up share capital
Cashflow hedge reserve
Profit and loss account

Shareholders' funds

Notes

~N S

11
12
12

2020
£000

3,819
24,261
3,330

31,410

(7,018)

24,392

(20,899)
(143)

3,350

100
(170)
3,420

3,350

The notes on pages 11 to 22 form an integral part of these financial statements.

2019
£000

3,496
28,589
3,620

37,705

(7,321)

28,384

(25,904)
(118)

2,362

100
(412)
2,674

2,362

The financial statements have been prepared in accordance with the provisions applicable to companies

eligible for the small companies' regime.

The financial statements were approved by the Board on 29 June 2021 and signed on its behalf by:

I D Hudson
Director

Company Registered Number 3550482



CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
AT 31ST DECEMBER 2020

1 Accounting Policies

City Link (Cardiff) Limited (the "Company") is a company limited by shares and incorporated and
domiciled in the UK. A description of the nature of the company’s activities can be found in the Directors’
Report.

Basis of Preparation

These financial statements were prepared in accordance with Financial Reporting Standard 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland ("FRS 102") the requirements
of the Companies Act 2006 as applicable to companies subject to the small companies regime The
presentation currency of these financial statements is sterling and amounts are rounded to the nearest £7000
unless stated otherwise.

FRS 102 grants certain first-time adoption exemptions from the full requirements of FRS 102. The
following exemption has been taken in these financial statements:

] Service concession arrangements - The Company entered into its Service concession arrangement
before the date of transition to this FRS. Therefore its service concession arrangements have
continued to be accounted for using the same accounting policies being applied at the date of
transition to this FRS.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

1.1 Measurement Convention

The financial statements are prepared on the historical cost basis except that the following assets and
liabilities are stated at their fair value: derivative financial instruments.

1.2 Going Concern

The directors have adopted the going concern basis in the accounts and consider such basis to be
appropriate. In reaching this conclusion they have considered the expected cash inflows and outflows for
the Company over the remaining life of the project.

The Directors have prepared cash flow forecasts covering a period of 12 months from the date of approval
of these financial statements, through to 30 September 2022, which indicate that, taking account of severe
but plausible downsides, the Company will have sufficient funds to meet its liabilities as they fall due for
that period. Those forecasts are dependent on the underlying customer continuing to meet its obligations
under the Project Agreement which are underwritten by the Secretary of State for Transport. Since the
pandemic was declared in March 2020, all contractual cash flows, as forecast in the underlying project
financial model, have been maintained and this is expected to continue for at least 12 months from the date
of approval of these financial statements. Accordingly, the directors are satisfied the going concern basis
of preparation remains appropriate. In making this assessment the Directors have considered the potential
impact of the emergence and spread of COVID-19.

The Company’s operating cash inflows are largely dependent on unitary charge receipts receivable from
the Welsh Government and the Directors expect these amounts to be received even in severe but plausible
downside scenarios.

The Company continues to provide the asset in accordance with the contract and is available to be used.
As a result, the Company does not believe there is any likelihood of a material impact to the unitary
payment.

The Directors have assessed the viability of its main sub-contractors and reviewed the contingency plans
of the sub-contractors and are satisfied in their ability to provide the services in linc with the contract
without significant additional costs to the Company, even in downside scenarios, due to the underlying
contractual terms. To date, there has been no adverse impact on the services provided by the Company or
its sub-contractors arising from COVID-19. However, in the unlikely event of a subcontractor failure, the
Company has its own business continuity plans to ensure that service provision will continue.

11



CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS

AT 31ST DECEMBER 2020
1 Accounting Policies (continued)
1.2 Going Concern (continued)

The Directors believe the Company has sufficient funding in place and expect the Company to be in
compliance with its debt covenants even in severe but plausible downside scenarios.

Consequently, the Directors are confident that the Company will have sufficient funds to continue to meet
its liabilities as they fall due for at least 12 months from the date of approval of the financial statements
and therefore have prepared the financial statements on a going concem basis.

1.3 Classification of financial instruments issued by the group

In accordance with FRS 102.22, financial instruments issued by the Company are treated as equity only to
the extent that they meet the following two conditions:

(a) they include no contractual obligations upon the Company to deliver cash or other financial assets
or to exchange financial assets or financial liabilities with another party under conditions that are
potentially unfavourable to the Company; and o

b where the instrument will or may be settled in the Company's own equity instruments, it is either
a non-derivative that includes no obligation to deliver a variable number of the Company's own
equity instruments or is a derivative that will be settled by the Company's exchanging a fixed
amount of cash or other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability.
Where the instrument so classified takes the legal form of the Company's own shares, the amounts
presented in these financial statements for called up share capital and share premium account exclude
amounts in relation to those shares.

14 Basic financial instruments
Trade and other debtors/creditors

Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade
and other creditors are recognised initially at transaction price plus attributable transaction costs.
Subsequent to initial recognition they are measured at amortised cost using the effective interest method,
less any impairment losses in the case of trade debtors. If the arrangement constitutes a financing
transaction, for example if payment is deferred beyond normal business terms, then it is measured at the
present value for future payments discounted at a market rate of instrument for a similar debt instrument.

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at the present value of future payments discounted at
a market rate of interest. Subsequent to initial recognition, interest-bearing borrowing are stated at
amortised cost using the effective interest method, less any impairment losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits.

Restricted Cash

The Company is obligated to keep a separate cash reserve in respect of future taxation costs. This

restricted cash balance, which is shown on the balance sheet within the “cash at bank and in hand”
balance, amounts to £26,000 at the year-end (2019: £26,000). :

12



CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

AT 31ST DECEMBER 2020
1 Accounting Policies (continued)
1.5 Other financial instruments

Financial instruments not considered to be Basic financial instruments (Other financial instruments)

Other financial instruments not meeting the definition of Basic Financial Instruments are recognised
initially at fair value. Subsequent to initial recognition other financial instruments are measured at fair
value with changes recognised in profit or loss except as follows:

- hedging instruments in a designated hedging relationship shall be recognised as set out below.
Derivative financial instruments and hedging

Derivative financial instruments are recognised at fair value. The gain or loss on remeasurement to fair
value is recognised immediately in profit or loss. However, where derivatives qualify for hedge
accounting, recognition of any resultant gain or loss depends on the nature of the item being hedged (see
below).

Cash flow hedges

The Company has entered into interest rate and RPI swaps and designated these as a hedge for highly
probable forecast transactions. The effective part of any gain or loss on the derivative financial instrument
is recognised directly in Other comprehensive income. Any ineffective portion of the hedge is recognised
immediately in profit or loss.

When a hedging instrument expires or is sold, terminated or exercised, or the entity discontinues
designation of the hedge relationship but the hedged forecast transaction is still expected to occur, the
cumulative gain or loss at that point remains in equity and is recognised in accordance with the above
policy when the transaction occurs. If the hedged transaction is no longer expected to take place, the
cumulative unrealised gain or loss recognised in equity is recognised in the income statement immediately.

1.6 Impairment excluding deferred tax assets
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to
determine whether there is objective evidence that it is impaired. A financial asset is impaired if objective
evidence indicates that a loss event has occurred after the initial recognition of the asset, and that the loss
event had a negative effect on the estimated future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the
asset's original effective interest rate. For financial instruments measured at cost less impairment an
impairment is calculated as the difference between its carrying amount and the best estimate of the amount
that the Company would receive for the asset if it were to be sold at the reporting date.

Interest on the impaired asset continues to be recognised through the unwinding of the discount.

Impairment losses are recognised in profit or loss. When a subsequent event causes the amount of
impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

13



CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

AT 31ST DECEMBER 2020
1 Accounting Policies (continued)
1.7 Finance debtor and service income policy

The Company is an operator of a PFI contract. The underlying asset is not deemed to be an asset of the
Company under FRS 102 section 34C, because the risks and rewards of ownership as set out in that
Standard are deemed to lie principally with the Authority.

During the construction phase of the project, all attributable expenditure was included in amounts
recoverable on contracts and turnover. Upon becoming operational, the costs were transferred to the
finance debtor. During the operational phase income is allocated between interest receivable and the
finance debtor using a project specific interest rate. The remainder of the PFI unitary charge income is
included within turnover in accordance with FRS 102 section 23. The Company recognises income in
respect of the services provided as it fulfils its contractual obligations in respect of those services and in
line with the fair value of the consideration receivable in respect of those services.

Major maintenance costs are recognised on a contractual basis and the revenue in respect of these services
is recognised when these services are performed.

1.8 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit
and loss account except to the extent that it relates to items recognised directly in equity or other
comprehensive income, in which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax
rates enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect
of previous years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in
tax assessments in periods different from those in which they are recognised in the financial statements.
Deferred tax is not recognised on permanent differences arising because certain types of income or expense
are non-taxable or are disallowable for tax or because certain tax charges or allowances are greater or
smaller than the corresponding income or expense.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference,
using tax rates enacted or substantively enacted at the balance sheet date. Deferred tax balances are not
discounted. '

1.9 Judgements and key sources of estimation uncertainty

The preparation of financial statements in conformity with FRS 102 requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based upon historical
experience and various other factors that are believed to be reasonable under the circumstances, the results
of which form the basis of making judgements about carrying values of assets and liabilities that are not
readily available from other sources. Actual results may differ from these estimates. The estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period or in the
period of revision and future periods if the revision affects both current and future periods.

Accounting for the service contracts and finance receivables requires estimation of service margins,
finance receivable interest rates and finance receivable amortisation profile which is based on forecasted
results of the PFI contract.

The directors have considered the interest rates applied to the company's unsecured debt instruments and
consider these to be at a market rate of interest



CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

AT 31ST DECEMBER 2020
J
1 Accounting Policies (continued)
1.9 Judgements and key sources of estimation uncertainty (continued)

The Company uses derivative finance instruments to hedge certain economic exposures in relation to
movements in RPI and interest rates as compared with the position that was expected at the date the
underlying transaction being hedged was entered into. The Company fair values its derivative financial
instruments and records the fair value of those on its balance sheet. The measurement of fair value is based
on estimates of future market interest and inflation rates and will therefore be subject to change. The
company has used the Mark to Market valuation provided by the hedging party to assist with valuing such
instruments.

The directors have applied their judgement in assessing the RPI and interest rate swaps to be fully effective
and have therefore designated the instruments as a cash flow hedge.

2. Profit before taxation
2020
£000
This is stated after charging:
Auditor’s remuneration-audit of these financial statements 11

3. Employees

2019
£000

10

The Company had no employees during the year (2019: nil). None (2019: none) of the directors, who
are considered to be Key Management Personnel received remuneration relating to their services as
directors of City Link (Cardiff) Limited. No amounts were paid to third parties for directors’ services

in either the current or preceding year.

4. Net interest receivable
2020 2020 2019
£000 £000 £000
Interest receivable
Bank interest 5 18
Interest on loan to parent 278 425
Finance debtor interest 2,643 2,957
2,926
Interest payable
Bank interest (1,567) (2,176)
Other interest (127) (175)
(1,694)
1,232

2019
£000

3,400

(2,351)

1,049

The interest receivable on loan to parent arises on a loan made by the Company to its parent in
connection with the provision of financial assistance. Further details are included in note 7.

The other interest is payable on subordinated loans which are held by the parent company of City Link

(Cardiff) Holdings Limited.
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CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
AT 31ST DECEMBER 2020

5. Taxation on profit on ordinary activities
The tax charge for the year comprised

2020 2019

£000 £000
The taxation for the year comprised: :
UK Corporation tax
Current taxation on income for the period 751 388
Deferred taxation
Origination and reversal of timing differences (55) (55)
Change in tax rate 30 -
Revaluation of fair value derivatives 45 77
Tax chargé on profit on ordinary activities 771 410
Current tax reconciliation 2020 2019
£000 £000
Profit on ordinary activities before taxation ) 4,170 2,414
Theoretical tax at UK corporation rate 19% (2019: 19%) 792 459
Effects of:
Income not allowable for tax ‘ 54 . 54
Accelerated capital allowances 21 22
Group relief claimed (53) 81)
FRS102 adjustment 43) (43)
Actual current taxation charge 771 410

A reduction in the UK corporation tax rate from 20% to 19% (effective from 1 April 2017) and
to 18% (effective 1 April 2020) were substantively enacted on 26 October 2015.The proposed
additional reduction to 17% (effective 1 April 2020) was reviewed and the rate confirmed as
reverting to 19% being substantively enacted on 17 March 2020. The deferred tax asset at 31
December 2020 has been calculated based on these rates. After the year end, the substantively
enacted UK main corporation tax rate changed from 19% to 25%. Deferred tax assets have not
been remeasured.
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CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

AT 31ST DECEMBER 2020
6. Debtors: due within one year
2020 2019
£000 £000
Finance debtor (see note 7) 3,819 3,351
Prepayments - 145
3,819 3,496
7. Debtors: due after one year
2020 2019
£000 £000
Finance debtor 20,231 22,184
Amounts owed by parent undertaking 3,573 5,948
Prepayments : 457 457
24,261 28,589
Analysis of finance debtor
2020 2019
£000 £000
‘Amounts due:
Within one year 3,819 3,351
Between two and five years 20,231 17,477
Over five years - 4,707
Total finance debtor ’ 24,050 25,535

Amounts owed by parent undertaking

During 2003 the Company provided financial assistance to its parent, City Link (Cardiff) Holdings
Limited, in the form of a loan of £10,500,000. The loan was used by City Link (Cardiff) Holdings Limited
to repay preference shares held by its former joint venture owners. At the year end, the balance of the loan
provided for the financial assistance amounted to £3,573,000 (2019: £5,948,000) including accrued
interest which is charged at 6.5% p.a. The loan is repayable annually with the final instalment due in 2025.

17



CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

AT 31ST DECEMBER 2020
8. Creditors: amounts falling due within one year

2020 2019
£000 £000
Bank loans 4,173 4,216
Subordinated loans (note 9) 156 129
Taxation and social security 345 404
Corporation tax ' 499 105
Accruals including accrued interest on loans . 1,569 2,467
Other Creditors 276 -
7,018 7,321

9. Creditors: amounts falling due after more than one year
2020 2019
£000 £000
Bank loans 18,601 27,779
Subordinated loans 807 989
Other financial liabilities 1,491 2,136
20,899 25,904

Total subordinated loans are £964,000 (2019: £1,119,000) at an interest rate of 15% per annum,
repayable over a period of 17 years.

In June 2003 the Company refinanced the project. The bank loan is drawn under a non-recourse
financing agreement. The new bank loan is repayable twenty-four and a half years following financial
close in six-monthly instalments which commenced in August 2003 and is secured by a fixed and
floating charge over the assets of the Company. )

Included within bank loans and overdrafts are bank arrangement fees of £20,000 (2019: £61,000), which
are being written off over the life of the loan.

The outstanding balance on the subordinated and bank loans may be analysed by maturity as

follows:

2020 2019
£000 £000

Repayable
within one year 4,329 4,345
between one and two years 4,835 4,897
between two and five years 14,573 16,205
in more than five years - 2,666
23,737 28,113
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CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
AT 31ST DECEMBER 2020

10.

Provisions for liabilities and charges

Deferred tax (liability)/asset

Deferred tax (liability)/asset is attributable to the
following:

Group

On revaluation of fair value of derivatives
Accelerated capital allowances
Short term timing differences

Movement in deferred tax during the previous
year

Deferred tax on revaluation of fair value of
derivatives

Accelerated capital allowances

Short term timing differences

Movement in deferred tax during the year

Deferred tax on revaluation of fair value of
derivatives

Accelerated capital allowances

Short term timing differences

19

2020 2019

£000 - £000

283 363

(436) 491)

10 10

(143) (118)

Ist January  Recognised in  Recognised  31st
2019 income in equity December
2019

£000 £000 £000 £000
493 (77) (53) 363
(545) 53 - (491)
8 2 - 10
44 23 (53) (118)
Ist January  Recognised in  Recognised 31st
2020 income in equity December
2020
£000 £000 £000 £000
363 (75) 5) 283
(491) 55 - (436)
10 - - 10
(118) (20) 5) (143)




CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
AT 31ST DECEMBER 2020

11, Share capital

Allotted, called up and fully paid

2020 2019 2020 2019

No. No. £ £

'A' ordinary shares of £1 each 50,000 50,000 50,000 50,000
‘B' ordinary shares of £1 each 50,000 50,000 50,000 50,000
100,000 100,000 100,000 100,000

All classes of shares rank pari passu to each other with regard to voting and rights to dividends.

12. Reserves
Profit and loss reserve
The profit and loss reserve contains the cumulative retained earnings carried forward less
distributions to owners.
Cash flow hedge reserve

The cash flow hedge reserve contains the effective element of the fair market valuation of interest
rate swaps with the ineffective element having been charged to the profit and loss account.
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CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
AT 31ST DECEMBER 2020

13. Financial instruments

Financial instrument measured in fair value
Derivate financial instruments

The fair value of interest rate swaps is based on broker quotes. Those quotes are tested for

reasonableness by discounting estimated future cashflows based on the terms and maturity of each

contract and using market interest rates for a similar instrument at the measurement date.

Hedge accounting 2020
Carrying Within 1 Between 1-2 Between 2-5 S years and
amount year years years over
£000 £000 £000 £000 £000
Interest rate swap 624 372 222 30
RPI swap 867 228 243 396 -
1,491 600 465 426 -
2019
Carrying Within | Between 1-2 Between 2-5 5 years and
amount year years years over
£000 £000 £000 £000 £000
Interest rate swap 858 346 282 230
RPI swap 1,278 261 275 742
2,136 607 557 972
2020 2019
Liabilities measured at fair value £000 £000
Interest and RPI rate swaps 1,491 2,136

The Company has entered into interest rate swaps under the bank loan which expire in February 2022 and
February 2024. Fixed rates of 6.45% and 4.71% apply to all amounts drawn down under the facilities. The

interest rate swap convert the borrowings from the rates linked to LIBOR to the fixed rates above.

In addition, the Company has also entered into an RPI swap to manage its exposure to inflation in relation to
the Unitary Charge. The Unitary Charge is subject to an annual inflationary charge as part of the contract

and to limit the impact on future profits this swap has been entered into. The swap contract exchanges fixed
amounts each period in return for RPI indexed payments to the swap counterparty.
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CITY LINK (CARDIFF) LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
AT 31ST DECEMBER 2020

14.

15.

16.

Related party transactions

VINCI Pensions Limited has a subordinated loan balance of £964,000 (2019: £1,119,000) with the
Company (see notes 8 and 9).

Interest payable in the year was £127,000 (2019: £175,000) of which £127,000 was paid (2019:
£175,000)

The parent company, City Link (Cardiff) Holdings Limited has a loan balance of £3,573,000 (2019:
£5,948,000) with the Company (see note 7). Interest receivable by the Company in the year was
£278,000 (2019: £423,000). Loan repayments in the year were £2,653,000 (2019: £750,000).

Ultimate parent undertaking
The Company’s immediate parent undertaking is City Link (Cardiff) Holdings Limited. The ultimate
parent undertaking is VINCI Pensions Limited, the corporate trustee of the VINCI PLC Pension Fund.

The address from which the financial statements can be obtained is Ditton Road, Widnes, Cheshire,
WAS 0PG.

The directors are of the opinion that there is no sole controlling party.

Post balance sheet events

The COVID-19 pandemic continues to cause significant impact to the UK’s economy; however, the
Company has continued to be paid in full since the year end in accordance with Government guidance
and the concession contract and does not expect this position to change. The project remains fully

operational and as a result continues to be entitled to the receipt of the Unitary Payment.
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