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Directors’ report
The directors present their annual report and the audited financial statements for the year ended 31 December 2010
Principal activities

The pnincipal activities of the company are to design, finance, construct and operate certain facilities and provide non-
chnical services at Worcester Royal Infirnary for a period of 30 years under a concession agreement with
Worcestershire Acute Hospitals NHS Trust The agreement to provide a new hospital, associated faciliies
management and hotel services, and equipment services was signed on 22 March (999  Construction of the hospital
commenced on | April 1999, and was completed on 31 December 2001

The company 15 also contracted to provide medical equipment and related services to Worcestershire Acute Hospatals
NHS Trust and turnover for the year includes ongoing charges for the provision of medical equipment

Business review
The results of the company for the year are set out in the profit and loss account on page 8
Development and performance of the business

The project has now completed its ninth year of operations Operational performance of the facilities maintenance
contractor has been closely monitored throughout the year This takes the form of full-ume representation on site
through the Company’s management services agent and periodic reporting by the independent Technical Assessor

Principal risks and uncertainties

There 15 no RP1 swap to reduce volatihty of operating cash flows in relation to the fixed rate debt service However,
this 1s under continuous review by the directors Current forecasts show that modest reductions m RPIL would not
have a matenial impact on project economics

A small proportion of cash flow 15 derived from bank interest on cash balances The current low levels of interest
rates have reduced this interest but this has not impacted on debt covenant comphance

Key performance indicators

The level of performance and availability deductions arising from failures to achieve specified levels of contract
service 1s a key performance indicator These are reported quarterly to the Board and have been extremely small in
relation to total unitary payments

Another key indicator 1s the ratio of operating cash flow to the senmior debt service amount  This ratio 1s tested at
six-monthly intervals and each time 1t has been to the satisfaction of the semor debt provider

Proposed dividend and transfer to reserves

The company made a dividend payment of £1,576,000 in the year (2009 £1,304,000)
The profit for the vear 15 £2,111,000 (2009 £1,821,000)

Directors and directors’ interests

The directors who held office during the year are set out on page 1

Certain directors benefit from qualifying third party indemnity provisions n place during the financial period and at
the date of this report

Political and charitable contributions

During the year the company made charitable donations of £ml (2009 £n:il) There were no donations of a political
nature made during the year (2009 £nil)
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Directors’ report (continued)
Financial instruments

The company’s principal financial instruments compnise of secured bonds, a mezzanme loan and unsecured loan
stock The terms of these financial instruments are such that the profile of the debt service costs 1s tailored to match
expected revenues arising from the concession

The company does not undertake financial mstrument transactions which are specuvlative or unrelated to the
company’s trading activities

Interest rate risk
The secured bonds and the unsecured loan stock are not exposed to interest rate risk
Payments to creditors policy

It 15 Company policy that payments to supphers are made in accordance with agreed terms  The average payment
period to creditors amounted to 57 days (2009 4! days)

Corporate Governance

The Company s commitied to high standards of corporate governance, as are appropnate for the longer term
obligations to finance, construct and operate non-clinical services for the new Worcester Royal Infirmary hospital
under the Private Finance Initiative programme

The Board of Directors also act as the Board of Directors of the holding company Corporate governance principles
have been implemented within the framework established by agreement between the sharcholding parties who have
launched the company under a concesston agreement with the Worcestershire Acute Hospitals NHS Trust  The Board
has taken note of the UK Corporate Governance Code, as this has been introduced to apply to equity quoted ples with
certain reporting requirements, this company, not being an equity quoted plc, 1s not bound by the code’s requirements
but has veluntanly adopted those principles considered relevant

This report 1s a narrative on the principles of the corporate governance, as applied in this company It does not provide
a detailed statement to identify those provisions of the new Code from which the company’s governance differs

A The Board

1 The Board meets quarterly and reviews operating performance agamst the financial model and detailed
management budgets This model incorporates all aspects of the strategic business plan and associated nsks,
all proposals for contract variations are vetted before approval against the model

The Board reserves its own decision on all contractual expenditure and associated funding, and has
established the proviston of management, company secretary and accountancy services for the implementation
of the project

2 The Chairman 1s the senior non-executive director, selected by the shareholders for his particular expertence,
and he leads the Board

(9]

The Board comprises mine non-executive directors nommated by each participating shareholder, together with
the independent Chatrman

4 The Board receives quarterly information which encompasses all corporate, business, financial and
relationship matters which are necessary and appropnate for the purposes of momtoring and progressing the
complex contractual obligations for the hospital project

5 Nomunations for any changes to Board membership are subject to the shareholders’ separate or collective
decision
6 For the particular interests of the shareholders in the continutty of the project, no directors retire by rotation
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Directors’ report (continued)

Corporate Governance {continued)
B Remuneration

No dwectors received remuneration directly from the subsidiary compames The remuneration for the
Chauman (part-time) 1s set by the shareholders of Catalyst Lend Lease Limited and 1s included n the services
provided by that company

C Dialogue with Institutions

The Board maintains regular haison with Ambac as insurance guarantor of the Bond 1ssue

D Financial Reporting

1 The Board, after seeking appropriate external advice, decides upon accounting policies which are appropniate
for the Company and ensures that they are consistently applied

2 The Board has instigated a rigorous process of internal control, under the discipline of contractual agreements,
n order to safeguard the outcomes for the company 1n terms of operational performance, financial control,
legal and regulatory complance, provision for nisk factors, and longer-term relationships

3 The Board has decided to undertake the role of an Audit Commuttee with all directors  The Audit Commuitee
meets annually to review the Management Letter tabled by the Auditors

4 The Board contnues to satisfy itself that, given the contractual and long-term funding provisions, the
company will continue to trade as a going concern

E Internal Controls
1 The Board annually reviews the need for a formal mternal audit function
2 The Board mamntains a sound system of internal control to safeguard sharehelders’ investments and the

company’s assets

Disclosure of mformation to audstors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there 1s no relevant audit information of which the Company’s auditors are unaware, and each director has
taken all the steps that they ought to have taken as a director to make themselves aware of any relevant audit
mnformation and to estabhsh that the Company’s auditors are aware of that information

Auditors

Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and KPMG
Audit Plc will therefore continue in the office

By order of the board

Wi e

Atlison Mitchell LLB ACIS
Secretary 3rd Floor, The Venus
1 Old Park Lane
Trafford
Manchester
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Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

The directors are responsible for prepaning the Directors' Report and the financial statements 1n 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 mn accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice)

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

s select suntable accounting pohcies and then apply them conststently,
+ make judgments and estimates that are reasonable and prudent,

s state whether apphcable UK Accounting Standards have been foltowed, subject 1o any matenal departures
disclosed and explained n the financial statements,

s prepare the financial statements on the gomng concern basis unless 1t 1s mappropriate to presume that the group
and the parent company will continue in business

The directors are responsibie for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any tine the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006 They have general
responsibility for taking such steps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other utegularities.




KPMG Audit Plc

St Jarmes' Square
Manchester

M2 6DS

Urnted Kingdom

Independent auditors’ report to the members of Catalyst Healthcare (Worcester)
Plc

We have audited the financial statements of Catalyst Healthcare (Worcester) Plc for the year ended 31 December
2010 set out on pages 8 to 24 The financtal reporting framework that has been applied in their preparation 1s
apphcable law and UK Accounting Standards (UK Generally Accepted Accounting Practice)

This report 1s 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 1n an auditors' 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
bedy, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully i the Directors’ Responsibilities Statement set out on page 3, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view Qur
responsibility 15 to audit and express an opinion on the financial statements in accordance with applicable law and
International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB's web-site at
www fic org uk/apb/scope/private cfm

Opinion on financial statements
In our opmion the financial statements

+ give a true and fair view of the state of the company's affairs as at 31 December 2010 and of its profit for the
year then ended,

» have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and
+ have been prepared in accordance with the requirements of the Companies Act 2006
Opinton on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements




Independent auditors’ report to the members of Catalyst Healthcare (Worcester)
Plc (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report o
you 1f, m 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
s certamn disclosures of directors' remuneration specified by law are not made, or

* we have not recerved all the information and explanations we require for our audut

Vau 0% pg-_-—

Mick Davies (Senior Statutory Auditor)

for and on behalf of KPMG Audit Ple, Statutory Auditor

Chartered Accountants

St James’ Square 6 ’SJAG. /2-0 fe
Manchester

M2 6DS
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Profit and loss account
Jor year ended 31 December 2010

Note 2010 2009

£000 £000

Turnover 2 24,081 23,386
Net operating costs 3 (20,201) (19,997)
Operating profit 3,380 3,389
Interest payable and stmilar charges 6 {6,059) (6,280)
Other interest recervable and similar income 7 5377 5,487
Profit on ordinary activities before taxation 3,198 2,596
Tax on profit on ordinary activities 8 (1,087) (775)

Profit for the financial year 2,111 1,821

The company has no recogmsed gains or losses other than the profit for the financial year reported above and
therefore no separate statement of total recognised gaimns and losses has been presented

There 1s no material difference between the result as disclosed in the Profit and Loss account and the resuft on an
unmodified historical cost basis

The results arise wholly from contmuing operations




Balance sheet
at 31 December 2010

Current assets

Debtors - falling due within one year
Debtors - falling due after more than one year

Debtors

Cash at bank and n hand

Creditors' amounts falling due within one year

Net current assets
Creditors amounts falling due after more than one year

Provisions for habilities & charges
Net assets

Captal and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

Note

i
11

10

3

16

17
18

Catalyst Healthcare (Worcester) Plc
Directors’ report and financial statcments
Registered number 03649489

2010
£000

15,791
82,108

97.89%

11,457

109,356

(6,801)

102,555
(86,766)

(6,163)

9,626

60
9,566

9,626

31 December 2010

2009
£000

13,889
84,117

98,006

11,24]

109,247

(5,800)

103,447
(89,241)

(5,115)

9.091

—— e

60
9031

9,091

These financial statements were approved by the board of directors on 26 April 2011 and were signed on 1ts behalf

by

(0‘ -

KENN ETH KM QUWLLES \E

Director




Cash flow statement
Sor the year ended 31 December 2010
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Reconciliation of operating profit to net cash flow from operating activities

Note
QOperating profit
Decrease 1n debtors
Increasef(decrease) in creditors
Decrease 1n provisions

Net cash inflow from operating activities

Cash flow statement

Cash flow from operating activifies

Returns on investments and serviaing of finance 20
Taxation

Dividends pawd

Cash inflow before financing

Financing 20

Increase/(decrease) 1n cash in the year

Reconciliation of net cash flow to movement in net debt

Note
Increase/(decrease) in cash in the year
Cash outflow from decrease in debt
Non-cash movement 21
Movement in net debt in the year
Net debt at the start of the year 21
Net debt at the end of the year 21

2010 2009
£000 £000
3,880 3,389
41 494
850 (816)
@7 (34)
4,744 3,033
2010 2009
£000 £000
4,744 3,033
(449) (551)
60 281
(1,576) (1.304)
2,779 1,459
(2,563) (2 426)
216 (967)
2010 2009
£000 £000
216 (967)
2,563 2,426
(233) (242)
2,546 1217
(80,563) (81,780)

(78,017} (80,563)

10




Reconciliation of movements in shareholders’ funds
for the year ended 31 December 2010

Profit for the financial year
Dividends (note 9)

Net addition to shareholders’ funds

Opening shareholders’ funds

Closing shareholders’ funds

Catalyst Healthcare (Worcester) Plc
Directors’ report and financial statements
Registered number 03649489

2010
£000

2,111
(1,576}

535

9,091

92,626

31 December 2010

2009
£000

1821
(1,304)

317

8.574

9.091




Catalyst Healthcare (Worcester) Plc
Directors” report and financial statements
Registerecd number 03649489

31 December 2010

Notes
(forming part of the financial statements)

1 Accounting policies

The following accounting pelicies have been applied consistently in deahng with items which are considered
matenial in relation to the company’s financial statements

Basis of preparation

The financial statements have been prepared in accordance with applicable accounting standards, and under the
historical cost accounting rules

Going concern

The company currently has £89,474,000 of total debt The company’s forecasts and projections, taking account of
reasonably possible changes in trading performance, show that it should be able to operate within the level of s
current facilities

The company has considerable financial resources together with long-term contracts with the NHS Trust As a
consequence, the directors believe that the company 1s well placed to manage its business risks successfully

After making enquimies, the directors have a reasonable expectation that the company has adequate resources to
continue 1n operational existence for the foreseeable future Accordingly, they continue to adopt the going concern
basis in preparing the annual report and accounts

Turnover

Turnover on operational services represents the value of work performed in the period under the concession
agreement, together with any additional services provided

In the operational phase, the balance of unitary payments received, after accounting for the finance debtor interest
and amortisation components (which together sum to a constant figure in each period, as in a lease) 1s accounted for
as turnover This figure 15 adjusted in each period to ensure that income recognised more accurately reflects the
value of economic benefits provided to the public sector chent in each period, and 1s necessary due to the
inflationary nature of the unitary payments As a consequence of this adjustment to turnover, which 1s generally
positive n the first half of the concesston and negative in the second half (and must net out over the whole
concession), a unitary payment control account debtor 1s recorded on the balance sheet

Stochs and work in progress / amounts recoverable under contracts

Costs wncurred n the construction of the hospital have been accounted for under Fmmancial Reporting Standard
(*FRS’) 5 Application Note F  Applying the gumidance within the Apphcation Note indicates that the project’s
principal agreements transfer substantially all the risks and rewards of ownership to the Worcestershire Acute
Hospitals NHS Trust As such, all construction costs incurred on the project, mciuding mterest on finance up to the
date of commussion and incidental costs, are recorded as construction work n progress during the construction phase
of the project Costs are recognised as cost of sales to the extent that they relate to the value of work done 1n respect
of turnover recognised

Fmance lease debtor

Amounts receivable under the agreement with the Worcestershire Acute Hospitals NHS Trust relating to the hospital
facihties transferred are included under debtors and represent the total amount outstanding under the agreement less
unecamed nterest Finance lease income 1s allocated to accounting penods so as to give a constant rate of return on
the net cash investment in the lease

12
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Notes (continued)

1  Accounting policies (continued)
Lifecycle costs

Provisions are made n respect of lifecycle maintenance costs to the extent that the company 1s obligated to
undertake mamtenance in future penods

Caputalisation of interest
Loan interest mcurred during the construction of the hospital 1s capitalised into the finance debtor
Taxation

The charge for taxation 1s based on the results for the year and takes nto account taxation deferred because of iming
differences between the treatment of certan items for taxation and accounting purposes

Deferred tax 1s recogmised, with discounting, 1n respect of all uming differences between the treatment of certamn
items for taxation and accounting purposes which have arisen but not reversed by the balance sheet date, except as
otherwse required by FRS 19

Cash

Cash, for the purpose of the cash flow statement, comprises cash m hand and deposits repayable on demand, less
overdrafts payable on demand

Classification of financial instruments issued by the Company

Following the adoption of FRS 23, financial instruments 1ssued by the Company are treated as equity (1€ forming
part of shareholders® funds) only to the extent that they meet the following two conditions

a) they mclude no contractual obhgations upon the Company to deliver cash or other financial assets or to
exchange financial assets or financtal habihties with another party under conditions that are potentially
unfavourable to the Company, and

b) where the mstrument will or may be settled in the Company’s own equity mstruments, 1t 1s either a non-
derivative that includes no oblhigation to deliver a variable number of the Company’s own equity mstruments or
1s 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 1ts own equity instruments

To the extent that this defimition 1s not met, the proceeds of 1ssue are classified as a financial hability

Finance payments associated with financial liabihities are dealt with as part of interest payable and similar charges
Finance payments assoctated with financial mstruments that are classified as part of shareholders’ funds, are dealt
with as approprations in the reconcihation of movements m shareholders’ funds

Interest bearing borrowings

Immedsately after 1ssue, debt 15 stated at the far value of the consideration received on the 1ssue of the capital
mstrument after deduction of 1ssue costs The finance cost of the debt 15 allocated to periods over the term of the
debt at a constant rate on the carrying amount

13
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Notes (continued)

2 Analysis of turnover and profit on ordinary activities before taxation

2010 2009
Turnover Attributable Tumover Attributable
pre-tax profit pre-tax profit
£000 £000 £000 £000
Operational services 18,420 2,965 18,310 2,377
Sale of medical equipment and services 5,661 233 5,076 219
24,081 3,198 23,386 2,596

The turnover and profit on ordinaty activities before taxation arise entirely within the United Kingdom

3 Net operating costs

2010 2009
£000 £000
Service costs 13,261 13,596
Lifecycle mamtenance charge 688 650
Building insurance 187 283
Other charges 6,050 5,453
20,186 15,982
Auditors remuneration
Amounts receivable by the auditors and their associates in respect of
Audit of these financial statements 15 15
20,201 19,997
4 Remuneration of directors
2010 2009
£000 £000
Recharges in respect of directors  services 120 47

None of the directors received emoluments directly from the company (2009 none) A payment 1s made for the
services of the non-executive directors to their employer

5 Staff numbers and costs

No staff are directly employed by the company (2009 none) Services provided by the contractors include the
provision of staff and management to perform contractual responsibihities Costs asseciated with the staff and
management are included within the contractors service charges

14
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Notes (continued)

6 Interest payable and similar charges

2010 2009
£000 £000
Amortisation of 1ssu¢ costs 233 242
On bank borrowings 5,826 6,038
6,059 6,280
7 Other interest receivable and ssmilar income
2010 2009
£000 £000
Bank 1nterest receivable 81 77
Fnance interest receivable 5,296 5,410
5377 5,487
8 Taxation
Analysis of charge in year
2010 2009
£000 £000
UK corporation tax
Current tax on income for the year (3] 'Ch)
Adjustments in respect of previous periods (6) 47)
(12) (51)
Deferred tax (see note 12)
Ongnation/reversal of tmng differences (1,021) (664)
Movement in discount (54) (60)
Tax on profit on ordmary acuvities (1,087) (775)
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Notes (continued)

8 Taxation {continued)
Factors affecting the tax charge for the current year

The current tax charge for the year 1s lower than (2009 lower than) the standard rate of corporation tax in the UK
28% (2009 28%) The differences are explammed below

2010 2009
£000 £000

Current tax reconcillation
Profit on ordinary activities before tax 3,198 2,596
Current tax at 28% (2009 28%3) 895 727
Effects of
Expenses not deductible for tax purposes 138 126
Depreciation 1n excess of capital allowances 47 38
Adjustments n respect of previous periods 6 47
Utihisation of brought forward tax losses (1,074) 811
Total current tax charge (see above) 12 51

Factors that may affect future tax charges

Tax losses arising on the company’s results may be surrendered to group shareholders by way of consortium rehef
The shareholders are contracted to make payments for such losses surrendered, at the rate at which tax will be
payable, as and when the company becomes liable to corporation tax which would not have been payable but for the
surrender of the losses

There are significant estimated tax losses available for offset against future trading profits, estimated at £12,500,000
This estimate 1s subject to the agreement of the current and prior years’ corporation tax computations with the Infand
Revenue

On 22 June 2010 the Chancellor announced that the mam rate of UK corporation tax will reduce from 28% to 27%
with effect from 1 Apnl 2011 This tax change became substantively enacted in July 2010 and therefore the effect of
the rate reduction on the deferred tax balances as at 31 December 2010 has been included in the figures above

On 23 March 2011 the Chancellor announced a further reduction 1n the main rate of UK corporation tax to 26 per
cent with effect from 1 April 2011 This change became substantively enacted on 29 March 2011 This has not been
reflected in the figures above as 1t was not substantively enacted at the balance sheet date

The Chancellor also proposed changes to further reduce the mam rate of corporation tax by one per cent per anhum

to 23 per cent by | Apnil 2014, but these changes have not yet been substantively enacted and therefore are not
mcluded n the figures above

16
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Notes (continued)

9 Dividends and other approprations

Equity shares
Intertm dividends paid

10 Debtors

Finance debtor

Trade debtors

Other debtors

Corporation tax

Prepayments and accrued income

11 Debtors: amounts falling due after more than one year

Finance Debtor

Amounts due within 1 year
1-2 years
2-5 years
Over 5 years

Less amounts due within | year

2010 2009
£000 £000
1,576 1.304
2010 2009
£000 £000

84,117 86,006
1,407 715
12,374 11,146
- 66
1 73
97,899 98,006
2010 2009
£000 £000
82,108 84,117
2010 2009
£000 £000
15,791 13,889
2,138 2 009
7,270 6,833
72,700 75,275
97,899 98,006
(15,791) (13.889)
82,108 84,117




Notes (continued)

12 Deferred tax

The deferred tax hability, assuming a tax rate of 28%, can be analysed as follows

Accelerated capital allowances
Tax losses
Discount

Discounted deferred hability

The movement in the deferred tax asset comprises

At beginning of period
(Charge) to profit and toss account {note 8)

Atend of year

13 Creditors: amounts falling due within one year

Mezzanine loan

Guaranteed Secured Bonds 2002 — 2030
Trade creditors

Other tax and social securnity

Amounts owing to parent company
Accruals and deferred income

14 Creditors: amounts falling due after more than one year

Guaranteed Sccured Bonds 2002 — 2030
Mezzanine loans
Amounts owing to parent company — loan stock

Catalyst 1lealthcare (Worcester) Plc
Directors’ report and financial statements
Registered number 03649489

31 December 2010

2010 2009
£000 £000
(13,995) (14,042)
3,621 4639
6,100 6 154
(4.274) (3,199)
2010 2009
£000 £000
(3,199) (2,475)
(1,075) (724)
(4,274) (3,199)
2010 2009
£000 £000
214 194
2,494 2,369
2,597 1939
506 370
264 264
726 664
6,801 5800
2010 2009
£000 £000
77,660 79,927
5,949 6157
3,157 3157
86,766 89,241
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Notes (continued)

15 Analysis of debt

2010 2009
£000 £000
Debt can be analysed as falling due

In one year or less, or on demand 2,708 2.563
Between one and two years 2,913 2,708
Between two and five years 7,828 8.272
In five years or more 78,898 81,367
92,347 94,910

Less 1ssue costs 2,873) (3,106)
89,474 91,804

The guaranteed secured bonds carry a fixed mterest rate of 5 87% and fall due for redemption between 2003 and
2030 The bends are secured by a fixed charge over the whole of the property, assets and undertaking of the
company, assignment of all nghts to any proceeds of any nsurance policies and all present and future book and
other charges over all assets which have not been secured by way of a fixed charge or assignment

The bonds are 1ssued and redeemed at par

The Mezzanine loan carries an interest rate based on floating LIBOR plus 5% Repayments fall due between 2003
and 2024

Amounts owing to parent company bear interest at a rate of 15% Thus falls due for repayment in 2031

16 Provisions for habilities and charges

Lafe cycle
provision Deferred tax Fotal
£000 £000 £000
At beginning of year 1.916 3,199 5,115
Utilised during year (715) - {715)
Charge to the profit and loss for the year 688 1,075 1,763
At end of year 1,889 4,274 6,163
17 Called up share capital

2010 2009
£000 £000

Allotted, called up and fully paid
Equity 60 000 Ordinary shares of £1 cach 60 60
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Notes (continued)

18 Reserves

Profit
and loss
account

£000
At beginning of year 9,031
Profit for the financial year 2,111
Dividends (£,576)
Atend of year 9.566

19 Financial instruments
The company holds or 1ssues financial instruments for the purpose of financing its construction activity

In addition, vanous financial instruments — for example, trade debtors, trade creditors, accruals and prepayments —
arise directly from the company’s operations

The main nisks ansing from the company’s financial instruments are interest rate risk, hqudity risk and market price
rish  The board reviews and agrees policies for managing each of these risks and they are summarised below

Fair values of financial assets and financial lrabilities

Set out below 15 a comparison by category of book values and fair values of all the company’s financial assets and
financial liabilities as at 31 December 2010

2010 2010 2009 2009

Book value Fair value Book value Fair value

£000 £000 £000 £000
Fixed rate guaranteed secured bond (82,945) (79,296) (85,315) (78,4200
Mezzanine loan (6,245) 3,22 (6.439) (3.219)

Cash and cash equivalents 11,457 11,457 11,241 11,241
Finance debtor 84,117 83.409 86,006 85341
I'otal financial mstruments 6,384 12,448 5,493 14,943

Market values have been used to determine the fair value of the listed debt 1ssued The fair values of all other items
have been calculated by discounting expected future cash flows at 31 December 2010
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19 Financial instruments (conninued)

Farr value judgements and changes in market conditions and assumptions could significantly affect these estimates
The disclosed values are representative of fair values at the dates mdicated No financial instruments were held for
the purpose of dealing or other financial mstrument trading activities

2010 2010 2009 2009
Book value Fair value Book value Fair value
£000 £000 £000 £000
Total loans and receivables 84,117 83,409 86,006 85,341
Cash and cash equivalents 11,457 11,457 11,241 11,241
Total financial assets 95,574 94,866 97,247 96,582
2010 2010 2009 2009
Book value Fair value  Book Value Fair value
£000 £000 £000 £000
Liabilties measured at amortised cost (89.190) (82,418) (91,754) (81.639)
Total financial liabilities (89,190) (82,418) (91,754) (81,639)
Total financtal nstruments 6,384 12,448 5,493 14,943

Finance and interest rate rish

In order to fund the development of the hospital, the company has tssued fixed rate debt to ensure certainty over
finance charges

Liqudity risk
Repayment of the fixed-rate bond 1s funded by the revenue receivable under the terms of the Concession Agreement
Credit rish

The above financial instruments are subject to credit and market nsk  The carrying value of financial assets
represents the maximum credit exposure

Market rish

Market risk 15 the sensitivity of the value of financial instruments to changes n related interest rates The
company’s fixed-rate bond 15 not subject to changes 1 interest rates as the financial habilities held are at a fixed
coupon rate of 5 87%
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20 Analysis of cash flows

Returns on investment and servicing of finance
Interest payable on borrow:ings
Other nterest receivable

Financing
Bond repayment
Loan repayment

21 Analysis of net debt

Cash at bank and n hand

Guaranteed Secured Boads 2002 — 2030
Mezzanme Loan
Loan stock

Net debt

At beginning of

Catalyst Healthcarc (Worcester) Ple
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2010 2009
£000 £000
(5,826) (6,038)
5,377 5 487
(449) (551)
(2,369) (2,252)
(194) (174)
(2.563) (2,426)

Other non cash

year Cash fiow changes At end of year

£000 £000 £000 £000

11241 216 - 11,457
(82,296) 2,369 227 (80,154)
(6351) 194 (6) (6,163)
(3.157) - - (3,157)
(80,563) 2,779 (233) (78,017)

Non-cash changes relate to amortisation of debt 1ssue costs

22
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22 Related party disclosures

Expenditure with refated

parties

Lend Lease Factlities
Management (EMEA)
Limuted (formerly Vita Lend

Lease Limuted)

Lend Lease Construction
{EMEA) Limited (formerly
Bovis Lend Lease Limued)

l.end Lease Infrastructure
(EMEA) Liumited (formerly
Catalyst Lend Lease Lumted)

Bank of Scotland

BIF Bidco Limited

Sempernan PPP Investment
Partners No 2 Ltd

24 Commitments

Relationship

Sister company of
Lend Lease
Infrastructure
Holdings (EMEA)
Limited

Sister company of
Lend Lease
[nfrastructure
Holdings (EMEA)
Limited

Wholly owned
subsidhary of Lend
Lease Infrastructure
Holdings (EMEA)
Limited (formerly
Catalyst Lend Lease
Holdings Limtted),
5% shareholder in
Catalyst Investment
Holdings Limited

Holding company of
Ubenor
Infrastruciure
Investments {No3)
Limited

16 7% shareholders
of Catalyst
Healthcare
{Worcester)
Holdings Limited

16 7% sharcholders
of Catalyst
Healthcare
{Worcester)
Holdings Lamnited

Class of
Transaction

Operational
services

Construction
financing

Management
services

Directors’
services

Durectors’
services

Directors’
services

2010
Expenditure
£000

7,020

562

40

20

20

Catalyst Healtheare (Worcester) Plc
Directors’ report and financial statements

2009
Expenditure
£000

7,856

553

15

2010
Dr/ (Cr)
£000

(834)

10

10

Registered number (03649489
31 December 2010

2009
Dr/ (Cr)
£000

(540}

The company had no annual commitments under non-cancellable operating leases at the end of the current year or

prior years

25 Ultimate parent company and parent undertaking of targer group of which the company 1s a member

The company 1s a subsidiary undertaking of Catalyst Healthcare (Worcester) Holdings Lumted, a company
incorporated 1in England and Wales, of which 67% 1s owned by Catalyst Investment Holdings Limited Catalyst

23
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Investment Holdings heads the largest group in which the results are consolidated Copies of the group accounts of
Catalyst Investment Holdings Limited can be obtained from 3" Floor, The Venus, 1 Old Park Lane, Trafford,

Manchester, M41 THG
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