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Group strategic report
For the Year Ended 31 December 2015

The directors present theur strategic report for the financial year ended 31 December 20135
Business review

2015 was a positive year for Partnerships in Care (PIC)  The continung strong demand from the NHS for high quahty

secure and specialist services m the independent sector 1s reflected i PiC's increased referrals, admisstons and occupancy
figures

Mental health provision continues to be subject to a number of reviews that hefp to inform the future delivery of quality,
compassionate patient care  PiC regularly engages with all stakeholders icluding policy makers, tocal and central
government 1o continue to deliver best outcomes for both the NHS and patients  In 2015 P1C achieved 100% of CQUIN
targets, and high levels of regulatory compliance

Our enhanced ward to board structure and real tume reporting promote openness and transparency and mforms PiC's
operational and clinical strategies They also help us to innovate and continvally improve our practice based on feedback
from staff, patients, families, friends and commussioners

In 2016 PIC will continue to develop its current services in addition to the opening of several new services in the UK, and
will continue to work collaboratively with the NHS and clintcians to deliver the best possible care and ensure positive
outcomes for patients

At year-end 20135, the Group's performance met or exceeded all financial performance measures The Group had a total of
37 inspections from the regulators (Care Quality Commission, Health Improvement Scotland and Healthcare Inspectorate
Wales) and 59 Mental Health Act Commuission visits throughout the year in which the majority of our hospitals proved their
compliance to standards through positive reports

Principal risks and uncertainties

The Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise
potential risks for the Group The Group's funding, hquidity and exposure to interest rate risk 1s managed by the Group's
finance department and 15 subject to internal control procedures  All significant financing transactions are authorised by the
Board of Directors  The most important components of financial nsk impacting the Group are price risk, hquidity risk,
mterest rate risk and to a lesser extent credit risk - these are discussed in turn below

Price risk

The Group's main custemer for its mental health services 1s the NHS and any change n government policy resulting in a
reduction in the fee rate recerved for the treatment of patients referred would constitute a risk to the Group This has been a
nsk faced by the group since it began to trade :n 1991 The Group does not see the likelihood of any significant change n
the close partnership between PiC and the NHS  The current government policy remamns commuited to the role of
independent healthcare provision

Laguudity risk

Liquidity risk 1s the risk that cash may not be available to pay obligations when they fall due Cash forecasts identifying the
Liquidity requirements of the Group are produced frequently and are regularly reviewed to ensure that sufficient financial
headrooin exists for at least a 12 month penod

Interest rate risk
The Group finances 1ts operations through an inter group loan The Group's loan s denominated i US dollars and 1s
borrowed at a fixed interest rate of 6 8% per annum which 1s repayable | July 2022

Credit risk

Credit risk 1s the nisk that a counterparty will be unable to pay amounts in full, when due With over 90% of our customers
being quasi governmental organisations, the default risk 1s low Late payment risk 1s managed through focused collection
activities, coupled with both cash clearance and outstanding debt targets
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Partnerships in Care UK 2 Litmited

Group strategic report (continued)
For the Year Ended 31 December 2015
Regulatory risk

The group ts regulated by the Care Quality Commisston, Health Improvement Scotland, Carehome Regulator for Scotland,
Healthcare Inspectorate Wales and Carehome Regulator for Wales therefore faces regulatory sk To mitigate risk from our
regulators we have the following proactive systems in place

An nternally run compliance team that conducts inspections and 1s led by the Director of Pelicy and Regulation They
mspect for compliance with nattona! regulation as well as P1C policy and procedures Their reports and also all regulatory
reports are reviewed by PiC Clinical Governance Commuittee or through regional sub-commuitees and lessons learned are _ .

shared or nform policy or practice updates

A patient-focused body of data 1s routinely recorded and also reported in the form of dashboards 1n real time This includes,
for example, incidents, complaints, safeguardimng alerts, physical healthcare metrics, care plans 1n date, patient leave,
activity, and progress

Ward to Board Quality Mon#toring and Assurance through the Partnerships in Care Ward to Board Quality Governance
Framework oversees this activity This enables us to deliver transparent, effective and responsive care and clarity of
reporting throughout our services The Corporate Clinical Governance and Corporate Management Committees meet
monthly and are chaired by the Executive Medical Director, and the Group Chief Executive, respectively The meetings are
attended by the Operations Directors and Clinical Leads representative of all of our service lines At the meetings, monthly
quality reporting information from each hospital or service 1s reviewed and allow information to be cascaded from Ward to
Board

Financial key performance indicators

The Group prepares detailed financial budgets and projections for all of its facilities and operations, against which actual
performance 15 monitored

These projections relate both to the operational performance of existing umits and to capital projects, where emphasis 15
placed upon cost control and achievement of completion deadlines

The Group's financial key performance indicators during the year were as follows

2015 2014

£ £
Turnover 235,955,000 92,907,000
Operating profit {excluding exceptional items) 16,210,000 8,228,000
Shareholders' funds 390,552,000 292,796,000
Average number of employees 4,749 3,263

Quick ration {Current assets - Stock / Current habthities 108 158

Turnover has increased 1n 2015 due to the ncreased number of beds operated by Partnerships in Care principally due to
acquisition activity

The Group manages working capital to ensure high customer service levels and good financial performance which 1s
reflected 1n the Quick ratio of 1 08

Other key performance indicators

The Group operates n a highly reguiated environment and 1ts care facilities are regisiered by the Care Quality Commussion
(CQC) 1in England, Health Improvement Scotland (HIS) or the Healthcare Inspectorate Wales (HIW)

The quality of care provided by the Group and 1ts compliance with regulation are monitored tn a structured manner Care
quality 1s subject to continuous review by the senior managers, operations directors and executive directors at regionai, local
and national level

Senior managers, operations directors and executive directors visit sites regularly and use dashboards supported by audits
and local and regional scrutiny to maintain continuous review of care quality The Group's management structure 1s one of
accountable leadership with clear lines of accountability from ward and hospital level, through operations directors under
their management to the PLC Group Chief Executive and the PiC Board
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Partnerships in Care UK 2 Limited

Group strategic report (continued)
For the Year Ended 31 December 2015

This report was approved by the boardon 23 SepPrember 2TIe  and signed on its behalf

Sarah Livingston
Company Secretary
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Partnerships in Care UK 2 Limited

Directors' report
For the Year Ended 31 December 2015

The directors present their report and the financial statements for the year ended 31 December 2015
Principal activity

The Company 1s a holding company incorporated in England and Wales, the Group 1s Partnerships i Care UK 2 Limuted,
which provides mental healthcare services

Results and dividends___ _ N _ . —_ .

The loss for the year, afier taxation, amounted to £1,021,000 (2014 - loss £18,396,000)

The directors do not recommend the payment of a dividend
Diurectors
The directors who served during the year were

Christopher Howard
Joey Jacobs

Future developments

PiC's ownership by Acadia Healthcare 1s enabling us to further extend our care pathways that meet patient and
commissioner needs For the immediate future, we remain optimistic about our partnership working with the NHS, and we
are committed to delivering the highest quahity of care, extending our patient care pathways, mmnovation and new ways of
working, and high levels of staff and patient engagement, so that we mamntamn our position as a leader in the specialist
healthcare sector

Employee involvement

The Group nurtures commitment and excellent 1n its staff by encouraging the active involvement of all staff at all levels in
the organisation’s primary objective of improving patient care Staff are encouraged to strive continually for improvements
1n all aspects of the business and to be active members of the team in which they work All levels of staff engage 1n the
'Listen, share, learn and have your say' events held across the UK, which involve patients and famtly/carers We give two-
way internal communication high priority, with staff able to contribute their 1deas centrally and give their views on new
developments

We strive continually to get higher levels of staff retention, to promote equality and diversity in our workforce, and to
support self-development where consistent with the organisation's objectives

Disabled employees

The Group recognises that 1t has clear obligations towards all 1ts employees and the community at large to ensure that
people with disabtlities are afforded equal opportunities to enter employment and to progress within the Group,

In addition to complying with the requirements of the Equality Act 2010, the Group has established procedures designed to
provide for fair consideration and selection of disabled applicants and to satisfy their trainung and career development
needs Where employees become disabled 1n the course of therr employment, the Group will attempt to ensure they rematn
in employment by making reasonable adjustments to accommodate thewr disability

Disclosure of information to auditors
Each of the persons who are directors at the time when this Directors’ report 15 approved has confirmed that

. so far as that director 1s aware, there 1s no relevant audit information of which the Company and the Group's auditors
are unaware, and

. that director has taken all the steps that ought to have been taken as a director in order to be aware of any relevant
audit information and to establish that the Company and the Group's auditors are aware of that information
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Partnerships in Care UK 2 Limited

Directors' report
For the Year Ended 31 December 2015
Going concern

The group’s business activities, together with the factors likely to affect uts future development, 1ts financial position,
financial nsk management objectives, and its exposures to price, credit, lrquidity and interest rate risk are described n the
Strategic Report on pages I to 2

The group has considetable financial resources together with long-term contracts with a number of customers and suppliers
across different geographuc areas and industries _As a consequence, the directors_believe that the group 15 well placed to
manage 1ts bustness risks successfully despite the current uncertain economic outiook

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

Post balance sheet events

On 16 February 2016, Whitewell UK Invesiments 1 Linuted, a member of the same corporate group as the Company,
acquired the entire 1ssued share capital of Priory Group No 1 Limited (the "Acquisition™) The corporate group was
restructured as part of the Acquisition which involved the contribution of the entire 1ssued share capital of the Company by
Partnierships in Care UK 1 Limuted to Whitewel! UK Holding Company 1 liruted in constderation for the 1ssue of two
ordinary shares in the capital of Whitewell UK Holding Company 1 Limited to Partnerships in Care UK | Limited Asa
result of the restructuning, the Company's immediate parent company 1s now Whitewell UK Holding Company 1 Limated
The Company's ultimate parent company has not changed and s still Acadia Healthcare Company, Inc

On 14 July 2016, the IJK Competition and Markets Authority decided that proposed merger between the Partnerships
Care group and the Priory Group (which has the same ultumate parent company as the Partnerships in Care group) cannot
proceed unless Acadia Healthcare Company offers acceptable undertakings The undertakings offered by Acadia Healthcare
Company was the sale of seven hospitals within the Partnerships in Care Group As of the date of signing, a buyer has not
been found, however the process 1s expected to complete in November 2016

Auditors

Under section 487(2) of the Companies Act 2006, Ernst & Young LLP will be deemed to have been reappointed as auditors
28 days after these financial statements were sent to members or 28 days after the latest date prescribed for filing the
accounts with the registrar, whichever 15 earlier

Thas report was approved by the boardon 23 Seplemner 2016 and signed on 15 behalf

Sarali Livingston
Company Secretary

2 Impenal Place
Maxwell Road
Borehamwood
Hertfordshire
WDé 1IN
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Partnerships in Care UK 2 Limited

Directors’ responsibilities statement
For the Year Ended 31 December 2015

The directors are responsible for preparing the Group strategic report, 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 the directors have
elected to prepare the financial statements in accordance with applicable law and United Kingdom Accounting Standards
(Unned Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standard 102 “The Financial.
Reporting Standard applicable tn the UK and Republic of Ireland’ Under Company law the directors must not approve the
financial statements unless they are satisfied that they give give a true and fair view of the state of affairs of the Company
and the Group and of the profit or loss of the Group for that year In preparing these financial statements, the directors are

required to

. select suitable accounting policies for the Group financial statements and then apply them consistently,
. make judgments and accounting estimates that are reasonable and prudent,
° state whether applicable UK Accounting Standards have been followed, subject to any matenial departures disclosed

and explamed in the financial statements,

. prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the Group will
continue 1 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 tune the financial position of the Company and the Group 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 the Group and hence for taking reasonable steps for the prevention and
detection of fraud and other uregularities
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pPartnerships in Care UK 2 Limited

Independent auditers’ report to the shareholders of Partnerships m Care UK 2 Limited

We have audited the financial statements of Partnerships in Care UK 2 Lumited for the year ended 31 December 2015,
which comprnise of the consolidated statement of comprehensive mcome, consolidated statement of finacial position,
company statement of financial position, consolidated statement of changes 1n equity, company statement of changes 1n
equity and the related notes 1 - 29 The relevant financral reporting framework that has been applied in their preparation 1s
apphicable law and the United Kindom Accounting Standards (United Kingdom Generally Accepted Accounting

Practice) including Financial Reporting Standard 102 ‘“The Financial Reporting Standard applicable in the UK and Republic
of Ireland'

Thus 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 Ouwr audit work has been undertaken so that we might state to the Company's members those matters we are
required to state to them m 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 body, for our audit
work, for this report, or for the opinions we have formed

Respective responsibilities of Directors and Auditors

As explawmned more fully in the Directors' responsibilities statement set out on page 5, the directors are responsible for the
preparation of the financtal statements and for being satisfied that they give a true and fair view Our responsibility 1s to
audit and express an opinion on the financral statements 10 accordance with applicable law and International $tandards on
Auditing (UK and Iretand) Those standards require us to comply with the Financial Reporting Council’s Ethical Standards
for Auditors

Scope of the audit of the financial statements

An audit nvolves obtaining evidence about the amounts and disclosures n the financial statements suffictent 1o give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropriate to the Group's and the parent Company's
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant accounting
estimates made by the directors, and the overall presentation of the financial statements In addition, we read all the
financial and non-financial information in the Group strategic report and the Directors’ report to wdentify matenial
inconsistencies with the audited financial statements and to 1dentify any information that 1s apparently matenally incorrect
based on, or matertally inconsistent wath, the knowledge acquired by us in the course of performing the audit If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for our report

Opmion on financial statements

In our opinion the financral statements

. give a true and fair view of the state of the Group's and the parent Company's affairs as at 31 December 2015 and of
the Group's loss for the year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
mcluding Financial Reporting Standard 102 'The Financial Reporting standard apphcable n the UK and Rebublic of
Ireland’, and

. have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the Directors' report for the financial year for which the
financial statements are prepared 15 consistent with the financial statements and the directors’ report has been prepared
accordance with applicable legal requirements
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Partnerships 1n Care UK 2 Limnted

Independent auditors’ report to the sharehoilders of Partnersnips in Care UK 2 Limited

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 to you if,
(R our opinlon

£ adequate accounting records have not been kept by the parent Company, or retumns adequate for our audit have not
been received fiom branches noi visited by us, or

o the parent company financial staterments are not in agreement with the accounting records and ietumns, or

2 -gertain disclosures of directors*remuneration specified by law a1e not made, 0t - —— - —_— - -

3 we have not recetved all the information and explanations we require for our audit

2'01\!57' e “fogoc/ L P

Chris Nobbs {Semor statutory auditor )

for and on behalf of
Ernst & Young LLP

Statutory Auditors

Luton

Date 229 SepTevgan 2006
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Turnover
Cost of sales

Grass profit

Administrative expenses
Exceptional administrative expenses
Other operating charges

Operating profit/(loss)

[nterest receivable and similar income
Interest payable and expenses
Other finance expenses

Profit/(loss) before tax

Tax on profit/(loss)

Loss for the year

Partnerships in Care UK 2 Limited

Consolidated income statement
For the Year Ended 31 December 2015

Note

The notes on pages 15 to 39 form part of these financial statements

All amounts relate to contiuing operations
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Period
28 May to
31 December 31 December
2015 2014
; B SQOO _ £000
235,655 92,907
(158,781} (59,619
77,174 33,288
(52,024) (17,822)
- (13,087)
(8,940) (7,238)
16,210 (4,859)
22 24
(10,169) {18,616}
(221) (137)
5,842 (22,988)
(6,863) 4,592
(1,021) (18,396)




Partnerships in Care UK 2 Limited

Consolhdated statement of comprehensive mncome
For the Year Ended 31 December 2015

= — — Profit for the financial period e —_

Other comprehensive income

Actuarial gain on defined benefit schemes
Movement on deferred tax relating to pension gams

Other comprehensive income for the year/period

Total comprehensive income for the year
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Period

28 May to

31 December 31 December
2015 2014

£000 £000
(15021) (187396)
(1,924) (1,661)

349 357

(1,575) (1,304)
(2,596) (19,700)




Partncisings in Care UK 2 Limited

Consolidated statement of changes in equity
For the Year Ended 31 December 2015

At 1 January 2015

Loss for the year

Actuarial losses on pension scheme
Total comprehensive income for the year

Shares 1ssued during the year

At 31 December 2015

At 28 May 2014

Loss for the period

Actuarial losses on pension scheme
Total comprehensive meome for the period

Shares 1ssued during the period

Retained
Share capital Share premium earmings  Total equity
£000 £000 £000 £000
78,124 234,372 (19,700) 292,796
- - (1,021 - - (1,021)
- - (1,575) (1,575)
- - (2,596) (2,596)
25,088 75,264 - 108,352
103,212 309,636 (22,296) 390,552
Consolhdated statement of changes in equity
For the Period Ended 31 December 2014
Retamned
Share capital Share premium earnings Total equity
£000 £000 £000 £000
- - (18,396) (18,396)
- - (1,304) (1,504)
- - (19,700) (19,700)
78,124 234,372 - 312,496
78,124 234,372 (19,700) 292,796

At 31 December 2014
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Partnerships i Care UK 2 Limited

Company statement of changes in equity

For the Year Ended 31 December 2015

Retained
Share capital Share premium earnings Total equuty
£000 £000 £000 £000
At 1 January 2015 78,124 234,372 5,247 317,743
Profit for the year - - 15,847 15,847
- - 15,847 15,847
Total comprehensive income for the yea:
Shares 1ssued during the year 25,088 75,264 - 100,352
At 31 December 2015 103,212 309,636 21,094 433,942
Company statement of changes in equity
For the Year Ended 31 December 2014
Retained
Share capital Share premium earnings Total equity
£000 £000 £000 £000
At 28 May 2014 - - - -
Profit for the period - - 5,247 5,247
. ; 5,247 5,247
Total comprehensive income for the period
Shares 1ssued during the period 78,124 234,372 - 312,496
At 31 December 2014 78,124 234,372 5,247 317,743
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Partnerships i Care UK 2 Limted
Register ed number.905%930

Consolidated statement of financial position
As 2t 31 December 2015

Intangible assets
Tangible assets

Cuarrent assets

Siocks
[ebtors
Cash at bank and 1y hand

Creditoys amounts falling due within one year

Net current assets

Total assets less current habaldies

Creditors amounts falhing due after moic than
one year

Deteried tax habiity
Net assels excduding pension hability
Defined benefit pension hability

Net assets

Capital and reserves

Called up share capital
Share premum account
Profit and toss account

Shareholders' funds

Note

20

25

22

21
21

2015
£000

90 161
563,069

653,230

093
17,585
5535

23,813
(21 403)
2410
655 640

(225.225)
(32,884)
397,531

(6,979)

390,552

103,212
309,636
(22,296)

390,552

2014
£000

- -30,960
384 549

415,509

607
8226
9,843

13.676
(11,519
7157
422,666

{100.470)
(23,249)
298,947

(6.151)

292,796

78,124
234,372
(L9 700}
292.7%

P —
—_——

The financial statements were approved and authonised for issue by the board and were sipgned on its behalf on
L3 Sefrawbiar 1016

0\/ ¢ [/\—/
Christopher Howard
Durector

The notes on pages 15 to 39 form pait of these financial stateinents
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Fixed assets

Investmenis
Current assets

Debtors

Total assets less current habilities

Creditors

Net assets

Capital and reserves

Called up share capital
Share premium account
Profit and loss account

Shar eholders' funds

Partnershrps in Care UK 2 Linnted
Registered number 5059930

Company statement of financia) position

As at 31 December 2015

Note

22
21
21

2015
£000

659,167
659,167

(225.223)

433,942

103,212

309,636
21,094

433.942

2014
£000

418213
418213

(100 470)

317,743
————

78,124
234312
5,247

————

317,743

I ————tee

I'ke financial statements were approved and authorised for 1ssue by the board and weie signed on its behalf on

1% Szfreanbr 200k

&U b(/\
Christopher Howard
Dhrecton

The notes on pages 15 to 39 form part of these financial statements

Page 14




Partnerchins i Care UK 2 Limiated

Notes to the financial statements
For the Year Ended 31 December 2015

General information

Partnerships 1n Care UK 2 Lunited 1s a holding company incorporated in England and Wales, the Group 1s
Partnerships in Care UK 2 Linuted, which provides mental healthcare services The Registered Office 15 2 Imperial
Place, Maxwell Road, Borehamwood, WD6 1JN

The group financial statements have been prepared in compliance with Financial Reporting Standard 102, the
Financial Reporting Standard applicable-in the United Kingdom-and the Republic of Ireland and the Compames
Act 2006 as 1t apphes to the financial statements of the Group for the year ended 31 December 2015

The group transitioned from previously extant UK GAAP to FRS 102 as at 1 January 2014 An explanation of how
transttion to FRS 102 has affected the reported financial position and financial performance 1s given 1n note 29

Accounting pohcies

2.1 Basis of preparation of financial statements

The financial statements are prepared 1n sterling which 1s the functional currency of the group and rounded to
the nearest £'000

2.2 Basis of consolrdation

The consolidated financial statements present the resuits of Group and 1ts own subsidiaries ("the Group") as
they formed a single entity Intercompany transacttons and balances between group compantes are therefore
ehmmated in full No income statment 1s presented for Partnerships in Care UK 2 Limuted as permitted by
section 408 of the Compames Act 2006 The profit after tax of the parent Company for the year was
£15,847,000 (2014 - £5,247,000)

The consolidated financial statements present the results of Group and s own subsidiaries ("the Group") as
they formed a single entity Intercompany transactions and balances between group companies are therefore
eluninated n full

The consolidated financial statements incorporate the results of business combinations using the purchase
method In the Statement of financial position, the acquiree's identifiable assets, liabilities and contingent
hiabthities are wuttally recognised at thew fair values at the acquisttion date The results of acquired operations
are mcluded 1n the Consolidated income statement from the date on which control 1s obtamned They are
deconsolidated from the date control ceases

In accordance with the transitional exemption available in FRS 102, the group has chosen not to
retrospectively apply the standard to business combinations that occurred before the date of transition to FRS
102, being 01 January 2015 Therefore, the Group continues to recognise a merger reserve which arose on a
past business combination that was accounted for as a merger in accordance with UK GAAP as applied at that
time
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Partnerships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

Accounting policies (contimued)

23 Judgements and key sources of estimation uncertainty

24

The preparaticn of the financual statements requires management t¢ make judgements, estunates and
assumptions that affect the amounts reported for assets and habilities as at the balance sheet date and the
amounts reported for revenues and expenses during the year However, the nature of estimation means that
actual-outcomes could-differ from-those estimates ~The following judgements (apart fioii those invélving
estimates} have had the most significant effect on amounts recognised in the financial statements

Goodwill and mtangible assets

The Group establishes a reliable estimate of the useful hfe of goodwill and intangible assets aristng on
business combmations This estimate is based on a variety of factors such as the expected use of the acquired
business, the expected usual life of the cash generating umits to which the goodwiil 1s attributed, any legal,
regulatory or contractual provisions that can hrmt useful life and assumptions that market partictpants would
constder 1n respect of similar businesses

Pension and other post-employment benefits

The cost of defined benefit pension plans and other post-employment medical benefits are determined using
actuarial valuations The actuarial valuation involves making assumptions about discount rates, future salary
increases, mortality rates and future pension increases Due to the complexity of the valuation, the underlying
assumptions and the long term nature of these plans, such estimates are subject to significant uncertainty In
determining the appropriate discount rate, management considers the interest rates of corporate bonds n the
respective currency with at least AA rating, with extrapolated maturities corresponding to the expected
duration of the defined benefit obligation The underlying bonds are further reviewed for quality, and those
having excessive credit spreads are removed from the population bonds on which the discount rate 1s based,
on the basis that they do not represent high quality bonds The mortality rate 1s based on publicly available
mortality tables for the specific country Future salary increases and pension increases are based on expected
future inflation rates for the respective country Further details are given in note 25

Revenue

Revenue 1s recognised to the extent that it 1s probable that the economic benefits wall flow to the Group and
the revenue can be reliably measured Revenue 1s measured as the fair value of the consideration received or
receivable, excluding discounts, rebates, value added tax and other sales taxes The following criteria must
also be met before revenue 1s recognised

Rendering of services

Revenue from a contract to provide services 1s recognised n the period in which the services are provided in
accordance with the stage of completion of the contract when all of the following conditions are satisfied

. the amount of revenue can be measured reliably,

. it 15 probable that the Group will receive the consideration due under the contract,

. the stage of completion of the contract at the end of the reporting period can be measured reliably,
and,

. the costs incurred and the costs to complete the contract can be measured rehably
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Partnerships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

Accounting policies (continued)

2.5

26

2.9

Intangible assets
Goodwill

Goodwill represents the difference between amounts paid on the cost of a business combination and the
acquirer’sTinterest in thé faif value of th€ Group's share of its identifiable assets and habilities of the acquiree
at the date of acquisition Subsequent to initial recogmition, Goodwill 1s measured at cost less accumulated
amortisation and accumnulated tmpairment losses Geodwill 1s amortised on a straight line basis to the Income
statement over 1ts useful economic life

Other intangible assets

Intangible assets are imitially recognised at cost After recognition, under the cost model, intangible assets are
measured at cost less any accumulated amortisation and any accumulated impairment losses

All intangible assets are considered to have a fimite useful life If a reliable estimate of the useful hfe cannot
be made, the usefu! life shall not exceed five years

Tangible fixed assets

Tangibie fixed assets under the cost model are stated at historical cost less accumulated depreciation and any
accumulated impairment losses Historical cost includes expenditure that 1s directly attributable to bringing
the asset to the location and condition necessary for it to be capable of operating in the manner intended by
management

The Group adds to the carrying amount of an item of fixed assets the cost of replacing part of such an item
when that cost is mcurred, 1f the replacement part 15 expected to provide incremental future benefits to the
Group The carrying amount of the replaced part 15 derecognised Repairs and maintenance are charged to
profit or loss during the period 1 which they are mcurred

Land 1s not depreciated Depreciation on other assets (s charged so as to allocate the cost of assets less theiwr
residual value over their estimated useful hives, using the straight-line method

Depreciation 1s provided on the following basis

Freehold property - over 50 years straight line
Plant & machinery - over 7 to 10 years straight line
Motor vehicles - over 4 years straight line
Fixtures & fittings - over 5 to 10 years straight line
Computer equipment - over 3 to 7 years straight line

The assets' residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively if
appropriate, or if there 1s an indication of a significant change since the last reporting date

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are
recognised within "other operating income' (n the Income Statement

Operating leases Lessee

Rentals paid under operating leases are charged to the profit or loss on a straight line basis over the period of
the lease
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Partnerships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

Accounting policies (continued)

2.8

29

2.10

21l

212

213

214

Valuation of investments

Investments wn subsidiaries are valued at cost less proviston for unpairment The carrying value of
mvestments are reviewed for impairment when events or changes 1n ¢ircumstances indicate that the carrying
amount of the investment may not be recoverable

Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less costs to
complete and sell Cost 1s based on the cost of purchase on a first m, first out basis Work 1n progress and
finished goods include labour and attributable overheads

At each reporting date, stocks are assessed for impairment If stock 1s impaired, the camrying amount 15
reduced to 1ts selling price less costs to complete and sell The impairment loss 1 recognised immediately 1n
profit or loss

Debtors

Short term debtors are measured at transaction price, less any mmpairment Loans receivable are measured
mitially at farr value, net of transaction costs, and are measured subsequently at amortised cost using the
effecttve interest method, less any impawrment

Cash and cash equivalents

Cash 15 represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours Cash equivalents are highly liquid investments that mature 1n no more than
three months from the date of acquisition and that are readily convertible to known amounts of cash with
msignificant risk of change 1n value

Financial instruments

The Group only enters into basic financial mstruments transactions that result 1n the recognition of financial
assets and habilities hike trade and other accounts receivable and payable, loans from banks and other thid
parties, loans to related parties and investments 1n non-puttable ordinary shares

Creditors

Short term creditors are measured at the transaction price Qther financial lrabilities, including bank loans, are
measured mitially at fair value, net of transaction costs, and are measured subsequently at amortised cost
using the effective mterest method

Finance costs

Finance costs are charged to the Income statement over the term of the debt using the effective interest

method so that the amount charged 1s at a constant rate on the carrying amount Issue costs are wudally
recognised as a reduction in the proceeds of the associated capital instrument
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Partnerships in Care UK 2 Limited

Notes to the financizl statements
For the Year Ended 31 December 2015

Accounting policies (continued)

2 15 Pensions
Defined contribution pension plan

The Group operates a defined contribution plan for its employees A defined contribution plan 1s a pension
plan under which the Group pays fiX€d contributions into a separate ‘entity Once the contributions have been
paid the Group has no further payments obligations

The contributions are recognised as an expense n the Income statement when they fall due Amounts not paid
ar¢ shown n accruals as a habihity in the Statement of financial postion The assets of the plan are held
separately from the Group in independently administered funds

Defined benefit pension plan

The Company operates a defined benefit plan for certain employees A defined benefit plan defines the
pension benefit that the employee will recerve on retirement, usually dependent upon several factors including
but not litnited to age, length of service and remuneration A defined benefit plan 1s a pension plan that s not
a defined contribution plan

The Liability recogmised in the Statement of financial position n respect of the defined benefit plan 1s the
present value of the defined benefit obligation at the end of the 31 December 2015 less the fair value of plan
assets at the reporting date (1f any) out of which the obligations are to be settied

The defined benefit obhigation 1s calculated using the projected unt credit method Annually the company
engages Independent actuaries to calculate the obhgation The present value 1s determined by discounting the
estimated future payments using market yields on high quality corporate bonds that are denominated in
sterling and that have terms approximating to the estimated period of the future payments (‘discount rate')

The fair value of plan assets 1s measured in accordance with the FRS 102 farr value hierarchy and in
accordance with the Company's policy for similarly held assets This includes the use of appropriate valuation
techniques

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are
charged or credited to other comprehensive income These amounts together with the return on plan assets,
less amounts included n net interest, are disclosed as 'Remeasurement of net defined benefit hability'

The cost of the defined benefit plan, recogmsed n profit or loss as employee costs, except where mncluded in
the cost of an asset, comprises

a) the increase 1n net pension benefit liabiity arising from employee service during the penod, and

b) the cost of plan introductions, benefit changes, curtatlments and settlements

The net interest cost 15 calculated by applying the discount rate to the net balance of the defined benefit
obligation and the fair value of plan assets This cost s recogmised 1n profit or loss as a 'finance expense’

2.16 Interest income

Interest income is recognised w the Income statement using the effective interest method
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Partnerships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

2 Accounting policies (continued)

2 17 Provisions for habilities

Provisions are made where an event has taken place that gives the Group a legal or constructive obligation
that probably requires settiement by a transfer of economic benefit, and a reliable estimate can be made of the
amount of the obligation

Provisions are charged as an expense to the Income statement in the year that the Group becomes aware of
the obligation, and are measured at the best estimate at the Statement of financtal position date of the
expenditure required to settle the obligation, taking into account relevant risks and uncertainties

When payments are eventually made, they are charged to the provision carried 1n the Statement of financial
position

2 18 Current and deferred taxation

The tax expense for the year comprises current and deferred tax Tax 15 recognised 1n the Income statement,
except that a change attnbutable to an 1tem of income and expense recognised as other comprehensive income
or to an item recogised dimrectly in equity 15 also recogmised mn other comprehensive mcome or directly 1n
equity respectively

The current mncome tax charge 15 calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date in the countries where the Company and the Group operate and
generate mncome

Deferred tax balances are recognised in respect of all timing differences that have originated but not reversed
by the Statement of financial position date, except that

. The recognition of deferred tax assets 1s limited to the extent that it 1s probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits,

. Any deferred tax balances are reversed if and when all conditions for retaiming assocrated tax
allowances have been met, and

. Where they relate to iming differences in respect of interests tn subsidiaries, associates, branches and
Joint ventures and the Group can control the reversal of the tmuing differences and such reversal 1s not
considered probable in the foreseeable future

Deferred tax balances are not recogmsed wn respect of permanent differences except in respect of business
combinations, when deferred tax 1s recognised on the differences between the fair values of assets acquired
and the future tax deductions available for them and the differences between the fair values of Liabilities
acquired and the amount that will be assessed for tax Deferred tax 1s determined using tax rates and laws that
have been enacted or substantively enacted by the reporting date

2.19 Exceptional items

Exceptional items are transactions that fall within the ordmary activities of the Group but are presented
separately due to their size or imcidence

2.20 Cash flow

The Group, being a wholly owned subsidiary undertaking within a group whose consolidated financial
statements are publicly available, 1s exempt from the requirement to draw up a cash flow statement 1n
accordance with FRS 102
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Partnerships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

Accounting policies (continued)

2.21 Related Party Disclosure

As the Company 1s a wholly owned subsidiary of Partnerships in Care UK | Limited, the Company has taken
advantage of the exemption contained within FRS102 and has therefore not disclosed transactions or balances

with entities which form part of the group (or investees of the group qualifying as related parties)

Analysis of turnover

The whole of the turncver 1s attributable to the provision of healthcare services, therefore there 1s only one class of

business

All turnover arose within the United Kingdom

Operating profit / (loss)

The operating profit / (loss) 1s stated after charging

Depreciation of tangibie fixed assets

Amortisation of intangible assets, including goodwill
Exchange differences

QOther operating lease rentals

Defined contribution pension cost

During the year, no director received any emoluments (2014 - £NIL)

Auditors' remuneration

Fees payable to the Group's auditor and its associates for the audit of the Group's
annual accounts
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Period

28 May to

31 December 31 December
2015 2014

£000 £000

14,582 5,813
15,654 3,268
8,940 7,238

1,228 488

1,467 1,473

Period

28 May to

31 December 31 December
2015 2014

£000 £000
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Partnerships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

Exceptional items

31 December
2015
£000

Management incentive payment -

Period 28
May to 31
December
2014
£000

13,687

As a result of the acquisition of the Group by Acadia Healthcare Company [nc certain members of the management

team received a payment ur.Jss the terms of the management incentive plan
4

Employees

Staff costs, including directors’ remuneration, were as follows

Period
28 May to
31 December 31 December
2015 2014
£000 £000
Wages and salaries 120,442 44,515
Social security costs 10,988 4,275
Staff pension costs 1,467 1,473
132,897 50,263
The average monthly number of employees, including the directors, during the year was as follows
Peried
31 28 May to
December 31 December
2015 2014
No No
Operations 4232 2,789
Admimstration 517 474
4,749 3,263

Directors' remuneration

During the year, no director received any emoluments (2014 - NEL) The directors are remunerated by Acadia
Healthcare company Inc as therr services to the Company are merely incidental to their services in other companies
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Partnerships in Care UK 2 Limrted

Notes to the financial statements
For the Year Ended 31 December 2015

Interest payable and similar charges

Bank tnterest payable
Other loan wmterest payable
Accelerated amortisation of debt 1ssue costs

Other finance costs

Net interest on net defined benefit hability
Expected return on pension scheme assets

Taxation

Corporation tax

Current tax on profits for the year
Adjustments 1n respect of previous periods

Total current tax

Deferred tax

Origination and reversal of iming differences
Changes to tax rates
Adjustments n respect of prior periods

Total deferred tax

Taxation on profit/(ioss) on ordinary activities
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Period
28 May to
31 December 31 December
2015 2014
£000 £000
- 420
10,169 3,727
- 13,869
10,169 18,016
Period
28 May to
31 December 31 December
2015 2014
£000 £000
(1,550) (908)
1,329 771
(221 (i37)
Period
28 May to
31 December 31 December
2015 2014
£000 £000
3,477 -
34 -
3,511 -
2,304 (4,592)
1,120 -
(12) -
3,352 (4,592)
6,863 (4,592)
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Partiterships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

Taxation (continued)

Factors affecting tax charge for the year

The tax assessed for the year/period 15 higher than (2014 - lower than) the standard rate of corporation tax in the UK

of 20 25% (2014 - 21%) The differences are explained below

Profit on ordinary activities before tax

Profit on ordinary activities multiphed by standard rate of corporation tax in the
UK of 20 25% (2014 - 21%)

Effects of*

Expenses not deductible for tax purposes, other than goodwill amortisation and
impairment

Depreciation on non-qualifying fixed assets

Adjustments to tax charge n respect of prior periods

Deferred tax not recognised

Losses from parent company

Changes 1n provisions leading to an increase (decrease) in the tax charge
Other differences leading to an increase (decrease) in the tax charge

Group relief

Total tax charge for the year

Factors that may affect future tax charges

Period

28 May to

31 December 31 December

2015 2014

£000 £000

5,842 (22,988)

1,183 (4,827)

2,065 807

1,850 289
(33) -
90 -

- (80)
(66) -
2,442 {(781)
(668) -
6,863 (4,592)

The level of disallowable expenses and utilisation of tax losses carried forward will impact future tax charges

Future reductions in the UK corporation tax rates will reduce the company's future current tax charge accordingly
The deferred tax asset at 31 December 2013 has been calculated based on the rate of 18% substantively enacted at

the balance sheet date
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Partnerships «n Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

Intangible assets

Group

Goodwill

£000

Cost B . B i -
At 1 January 2015 34,400
Addwions 14.41¢
On acquisition of subsidiaries 60,445
At 31 December 2015 109,255
Amortisation
At | January 2015 3,440
Charge for the year 15,654
At 3t December 2015 19,094
Net book value
At 31 December 2015 90,161
At 31 December 2014 30,960

QOn 3 February 2015, the Group acquired the trade and assets of Fern Lodge for consideration of £853,000

On I Apnil, 2015 the Group acquired 100% of the share capital of Pastoral Cymru Care Group Limited, Pastoral
Cymru Limited and Pastoral Cymru {Cardiff) Limited for consideration of £23,207,000 All three companies are
registered 1n England and Wales

On 1 April 2015 the Group acqutred the trade and assets of Mildmay Oaks for consideration of £10,479,000

On 2 Apnil 2013, the Group acquired 100% of the share capital of Bromley Road Limited, [vydene Willenhall
Limited and Price Care Choice Limited for consideration of £25,797,000 All three compantes are registered in
England and Wales

On 1 June 2015 the Group acquired 100% of the share capital of City Road Edgebaston Limited and Brunswick
Birmtngham Limited for consideration of £17,111,000 Both companies are registered in England and Wales

On 1 June 2015 the Group acquired 100% of the share capital of Care UK Mental Health Partnershups Limuted for
consideration of £59,999,000 The company 1s registered in England and Wales

On 1 fuly 2015 the Group acquired 100% of the share capital of The Manor Chinic Limited for consideration of
£3,859,000 The company 1s registered in England and Wales
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Partnerships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015
Intangible Assets (continued)

On 1 September 2015 the Group acquired 100% of the share capital of Manor Hall Specsalist Care Partnerships
Limited and GJP Deanstone Limited for consideration of £9,141,000 Both companies are registered in England
and Wales

On 1 September 2015 the Group acquired 100% of the share capital of H&SCP Oak Vale Gardens Limited, Oak

Vale Gardens 2012 Limited, GJP Liverpool Limited, H&SCP Vancouver House Limited, Vancouver House 2009

Limited and Aragon Care Vancouver Limited for consideration of £17,105,000 . All six companies are_registered.
in England and Wales

On | September 2015 the Group acquired the trade and assets of Hops Hill, Eilingham and Knightsbridge hospitals
for a consideration of £40,211,000

On 2 October 2015 the Group acquired 100% of the share capital of Glentworth House Limited for consideratten
of £4,720,000 The company 1s registered 1n England and Wales

On 1 November 2015 the Group acquired 100% of the share capital of H&SCP Cleveland House Limited,
Cleveland House Limited and GJP Greaves Limited for consideration of £6,672,000 All three companies are
registered in England and Wales

Goodwilk
Book Value Provisional fair vatue Fair Value
adjustment
£000 £000 £000

Tangible fixed assets 77,680 33,535 111,215
Debtors 4,696 - 4,696
Cash 3,114 - 3,114
Creditors (5.225) - (5,225)
Deferred tax (6,633) - (6,633)
Net Assets 73,632 33,535 107,167
Consideration 167,612
Goodw:ll 60,445
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Partnerships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

14

Subsidiary undertakings

The following were subsidiary undertakings of the Company

Company name
Partnerships in Care Investments 1 Limted

Country
England and Wales

Percentage

Shareholding Principal Activity

100%

Holding company for trading and
“property holding companies

Partnerships in Care Management Limited England and Wales 100% Holding company for trading
companies
Partnerships in Care Limited England and Wales 100% Mental healthcare services
Partnerships in Care Scotland Limited England and Wales 100% Mental healthcare services
Oaktree Care Group Limited England and Wales  100% Mental healthcare services
Partnerships i Care (Schools) Limited England and Wales 100% Mental healthcare services
Partnerships in Care Management 2 Limited England and Wales 100% Holding company for trading
companies
Partnerships in Care (2016) Lirited England and Wales  100% Mental healthcare services
Partnerships in Care (Ivydene) Limuted England and Wales  100% Mental healtheare services
Partnerships in Care (Albion) Limited England and Wales  100% Mental healthcare services
Partnerships in Care (Brunswick) Limited England and Wates  100% Mental healthcare services
Partnerships in Care (Beverley) Limited England and Wales  100% Mental healthcare services
The Manor Clinic Lymited England and Wales  100% Mental healthcare services
Manor Hall Specialist Care Partnerships England and Wales  100% Mental healthcare services
Limuted
Glentworth House Limited England and Wales  100% Mental healthcare services
Partnerships in Care | Luniuted England and Wales  100% Mental healthcare services
Partnerships in Care (Nelson) Limited England and Wales  100% Mental healthcare services
Partnerships in Care (Pastoral) Limited England and Wales  100% Holding company for trading
companies
Partnerships in Care (Rhondda) Limited England and Wales  100% Mental healthcare services
Partnerships in Care (Carciff) Limited England and Wales  100% Mental healthcare services
Partnerstips in Care (Oak Vale) Holding England and Wales  100% Holding company for trading
Company Limited companies
Partnerships in Care (Oak Vale) Limited Engiand and Wales  100% Mental healthcare services
Partnerships in Care (Qak Vale) Property England and Wales  100% Property holding company
Holding Company Limited
Partnerships in Care (Vancouver) Holding England and Wales  100% Holding company for trading
Company Limited companies
Partnerships 1n Care (Vancouver) Limited England and Wales  100% Mental healthcare services
Partnerships in Care (Vancouver) Property England and Wales  100% Property holding company
Holding Company Limited
Partnerships in Care (Cleveland) Holding England and Wales  100% Holding company for trading
Company Limted compantes
Partnerships in Care (Cleveland) Eimited England and Wales  100% Mental healthcare services
Partnerships in Care (Cleveland) Property England and Wales  100% Property holding company
Holding Company Limited
Partnershups tn Care Property Holding England and Wales 100% Holding company for property
Company Limited companies
Partnerships in Care Property | Limited England and Wales 100% Property holding company
Partnerships in Care Investments 2 Limited England and Wales 100% Property holding company
Partnerships in Care Property 2 Limuted England and Wales  100% Property holding company
Partnerships 1n Care Property 3 Lumited England and Wales  100% Property holding company
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Partnerships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

Subsidiary undertakings (continued)

Company name

Partnerships in Care Property 4 Limited
Partnerships in Care Property 5 Limited
Partnerstups in Care Property 6 Limited
Partnershtps in Care Property 7 Limited
Partherships 1 Care Property 8 Limited”
Partnershps m Care Property 9 Limated
Partnerships 1o Care Property 10 Limited
Partnerships in Care Property 11 Limited
Partnerships in Care Property 12 Limited
Partnerships in Care Property 13 Limited
Partnerships in Care Property 14 Limited
Partnerships in Care Property 15 Limited
Partnerships i Care Property 16 Limited
Partnerships in Care Properiy 17 Limited
Partnerships in Care Property 18 Limited
Partnerships 1in Care Property 19 Limited
Partnerships in Care Property 20 Limited
Partnerships in Care Property 21 Limuted
Partnerships 1n Care Property 22 Limited
Partnerships in Care Property 23 Limited
Partnerships 1n Care Property 24 Linmited
Partnerships in Care Property 25 Limited
Partnerships in Care Property 26 Limited
Partnerships in Care Property 27 Limited
Partnerships in Care Property 28 Limited
Partnerships in Care Property 29 Limited
Partnerstups n Care Property 30 Limited
Partnerships in Care Property 31 Limited

Fixed asset investments

Company

Cost

At 1 January 2015
Additions

At 31 December 2015

Net book Value
At 31 December 2015

At 31 December 2014

Country

England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
England and Wales
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Percentage
shareholding
100%
100%
100%
100%
130%
100%
100%
100%
i00%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

Prmcipal Activity

Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company
Property holding company

Investment 1in
subsidiary
compames

£
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Partnerships m Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

Stocks
Group Group Company Company
2015 2014 2015 2014
£000 £000 £000 £000
Fintshed goods and goods for resale 693 607 - -
- — = et - - 693 — - 07— -—  TIC - =z

The difference between purchase price or production cost of stocks and their replacement cost 1s not material

Stock recognised tn cost of sales during the year as an expense was £9,135,000 (2015 £7,900,000)
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Partnerships in Care UK 2 Linnited

Notes to the financial statements
For the Year Ended 31 December 2015

Debtors
Group Group Company Company
2015 2014 2015 2014
£000 £000 £000 £000
Trade debtors 10,937 4311 - -
Amounts owed by group undertakings - - 659,167 - 418,213
Other debtors 1,647 268 - -
Prepayments and accrued income 5,001 3,647 - -
17,585 8,226 659,167 418,213

Amounts owed by group undertakings mcludes an unsecured loan of £600,499,000 (2014 - £402,000,000) to
Partnerships in Care Investments 1 Limited with interest at 6 8% per annurm whuch 1s repayable on demand The
directors have assessed the fair market value of the ioan to be consistent with its book value

Creditors Amounts falling due within one year

Group Group Company Company

2015 2014 2015 2014

£000 £000 £000 £000
Trade creditors 173 1,213 - -
Amounts owed to group undertakings 1,346 - - -
Corporation tax 4,154 - - -
Taxation and social secunty 3,660 2,555 - -
Other creditors 1,364 1,490 - -
Accruals and deferred income 10,706 6,261 - -
21,403 11,519 - -

Creditors: Amounts falling due after more than one year

Group Group Company Company

2015 2014 2015 2014

£000 £000 £000 £000

Amounts owed to group undertakings 225,225 100,470 225,225 100,470

225,225 100,470 225225 100,470

Amounts owed to group undertakings includes an unsecured loan of $311,750,000 (2014 - §150,000,000)
(£210,613,000 2014 - £96,574,000) from Partnerships i Care UK | Limuted with interest at 6 8% per annum which
is repayable 1 July 2022 The directors have assessed the fair market value of the loan to be consistent with 1ts book

value
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Partnerships in Care UK 2 Limited

Notes to the financial statements
For the Year Ended 31 December 2015

Deferred taxation

Group
Deferred tax
£000
At 1Janvary 2015 ~~ - - ) ) o '_(_2'-_:,,—249)
Charged to the profit or loss (3,351)
Charged to other comprehensive income 349
Arising on business combinations (6,633)
At 31 December 2015 (32,884)
The deferred tax asset / (hability) 1s made up as follows
Group Group
2015 2014
£000 £000
Accelerated capital allowances (3,998) 2,777
Tax losses carried forward 2,355 4,169
Short term timing differences (31,250) (24,641}
Other items 9 -
(32,884) (23,249)
Reserves
Share premum
This reserve records the amount above the nominal value received for shares sold, less transaction costs
Profit & loss account
The profit and loss account tncludes all current and prior period retained profit and losses
Share capital
2015 2014
£000 £000
Allotted, called up and fully paid
103,211,999 (2014 - 78,124,042) Ordinary shares of £1 each 103,212 78,124

During the year the Company issued 25,087,957 ordmnary £1 shares for consideration of £100,352,000
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Partnerships in Care UK 2 Linuted

Notes to the financial statements
For the Year Ended 31 December 2015

Contingent habihties and S479A Companies Act 2006 exemption

The Company has provided a guarantee in respect of the outstanding Liabilities of the subsidiary compamies histed
below n accordance with sections 479A - 479C of the Compantes Act 2006, as these UK subsidiary companies of

¢ Group are exempt from the requirements of the Companies Act 2006 refating to the audit of the accounts by
virtue of Section 479A of this Act

Partnerships.in.Care Investments 1 Limited - Register Number 7773948 - -
Partnerships in Care Management Limited - Regtster Number 5401308

Partnerships i Care Limited - Register Number 2622784

Qaktree Care Group Limited - Register Number 4785303

Partnerships 1n Care Scotland Limited - Register Number 4727112

Partnerships in Care Management 2 Limited - Register Number 3489130

Partnerships tn Care {lvydene) Limited - Register Number 7263526

Partnerships in Care (Albion) Lumited - Register Number 3671946

Partnerships in Care (Brunswick) Limited - Register Number 7507166

Partnerships in Care (Beverley) Limited - Regtster Number 7155722

The Manor Chinic Lumited - Register Number 6084605

Manor Hall Specialist Care Partnerships Limited - Register Number SC445897
Glentworth House Limited - Register Number 5075900

Partnerships in Care 1 Limited - Register Number 1833385

Partnerships in Care (Nelson) Limited - Register Number 7294608

Partnerships in Care {Pastoral) Limited - Register Number 7224362

Partnerships 1in Care (Rhondda) Limited - Register Number 5715589

Partnerships 1n Care (Cardiff) Limited - Register Number 5722804

Partnerships in Care (Oak Vale) Limited - Register Number 8135440

Partnerships in Care (Oak Vale) Holding Company Limited - Register Number 8390458
Partnerships in Care {Oak Vale) Property Holding Company Limited - Register Number 7910544
Partnerships in Care (Vancouver) Limited - Register Number 6970725

Partnerships in Care (Vancouver) Holding Company Limited - Register Number 8211574
Partnerships in Care (Vancouver) Property Holding Company Limited - Register Number 6244563
Partnerships in Care (Cleveland) Limited - Register Number 8671457

Partnerships 1n Care (Cleveland) Holding Company Limited - Register Number §917740
Partnerships in Care (Cleveland) Property Holdig Company Limited - Register Number 8457596
Partnershups n Care Property Holding Company Limuted - Register Number 5448019
Partnerships in Care Investments 2 Lumited - Register Number 7773953

Partrerships in Care Property 1 Limited - Register Number 5403392

Partnerships 1 Care Property 2 Limited - Register Number 5406092

Partnerships in Care Property 3 Limited - Register Number 5406109

Partnerships in Care Property 4 Limited - Register Number 5406112

Partnerships in Care Property 5 Limited - Register Number 5406117

Partaerships i Care Property 6 Limuted - Register Number 5406120

Partnerships in Care Property 7 Limited - Register Number 5406122

Partnerships in Care Property 8 Limied - Register Number 5406123

Partnerships in Care Property 9 Limited - Register Number 5406127

Partnerships in Care Property 10 Limited - Register Number 5406132

Partnerships 1n Care Property |1 Limited - Register Number 5406140

Partnerships in Care Property 12 Limited - Register Number 5406148

Partnerships i Care Property 13 Limiuted - Register Number 5406155

Partnerships in Care Property 14 Limited - Register Number 5406163

Partnerships in Care Property 15 Limited - Register Number 5406176

Partnerships in Care Property 16 Limited - Register Number 5510031

Partnerships in Care Property 17 Lumited - Register Number 5613363

Partnerships in Care Property 18 Limuted - Register Number 5613375

Partnerships in Care Property 19 Limited - Regtster Number 5613394

Partnershups in Care Property 20 Limuted - Register Number 5613407

Partnerships in Care Property 21 Limited - Register Number 5613357
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Contingent habihities and S479A Companies Act 2006 exemption (continued)

Partnerships in Care Property 22 Limited - Register Number 5852397
Partnerships in Care Property 23 Limited - Register Number 5852393
Partnerships in Care Property 24 Limited - Register Number 5852391
Partnerships in Care Property 25 Limuted - Register Number 5852377
Partnerships 1n Care Property 31 Limited - Register Number 7916205

The Company's parent company, Partnerships in Care UK | Limited, has given a pledge to Bank of America

Mernill Lynch over 65% of the Company's share capital In addition the parent company has given a further pledge
to Bank of America Merrill Lynch over 100% of the value of the loan it has made to the Company

Capital commitments

At 31 Decemnber 2015 the Group had capital commitments as follows

Group Group

2015 2014

£000 £000

Contracted for but not provided in these financial statements 17,643 4,109
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Pension commrtments

The Group operates a defined contributions pension scheme The assets of the scheme are held separately from
these of the Group in an independently admwustered fund The pension cost charge represents contributions
payable by the company to the fund and amounted to £1,467,000 (2014 - £1,013,000) Contributions totaling
£329,000 (2014 - £200,000) were payable to the fund at the balance sheet date and are included 1n creditors

The Group operates a defined benefit penston scheme -

The Group operates a defined benefits pension scheme 1n the UK, the Partnerships in Care Limited Pension and
Life assurance Plan The Plan was closed to future accrual from 1 May 2015, at this date, all members who were
actively accruing benefits in the plan became deferred members The disclosures set out below are based on
calculations carried out as at 31 December 2015 by a qualified independent actuary

The assets are held n a separate trustee-admmnistered fund to meet long-term pension Liabilities to past and present
employees The trustees of the Plan are required to act in the best interest of the Plan’s beneficiaries The
appointment of members of the trustee board 1s determined by the trust documentation

The habihities of the Plan are measured by discounting the best estimate of future cash flows to be paid out of the
Plan using the projected unit method This amount s reflected 1n the shareholders’ funds in the balance sheet The
projected urmit method 15 an accrued benefits valuation method in which the Plan's Liabilities make allowance for
projected earnings

The lLabilities set out in this note have been calculated based on the most recent full actuarial valuation at 31
December 2013, updated to 31 December 2015 The results of the calculations and the assumptions adopted are
shown below

As at 31 December 2015, contributions are payable to the Plan at the rates set out in the latest schedule of
contributtons, dated 27 March 2015 The total employer contributions expected to be made in the year
commencimg 1 January 2016 consist of shortfall contributions amounting to £600,000 In addition, the employer
will directly meet the administration expenses of the Plan, including any levies payable to the Penstons Regular and
ihe Pension Protection Fund

2015 2014

£000 £000
Fair value of scheme assets 32,277 36,928
Present value of funded obligations (39,256) (43,079)
Net pension scheme hability (6,979) (6,151)
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Pension commitments (continued)

The amounts recogmsed 1n profit or loss are as follows

2013 2014

£000 £000
Current service cost B 254 T 777 349
Admunistration costs 149 98
Past service cost including curtailments (898) -
Net mterest on net defined benefit hability 221 118
Total (274) 365
Reconcihiation of fair value of plan Liabilities were as follow

2015 2014

£000 £000
Opening defined benefit obligation 43,079 -
Current service cost 254 349
Interest cost 1,550 889
Contributions by scheme participants 73 101
Actuarial (gans) and losses (3,631} 2,949
Past service costs including curtaiiments (898) -
Administration costs 149 97
Liabilities assumed n a business combination - (39,038)
Benefits paid (1,320) (344)
Closing defined benefit obhigation 39,256 43,079
Reconciliation of fair value of plan assets were as follows

2015 2014

£000 £000
Opeming fair value of scheme assets 36,928 -
Interest income on plan assets 1,329 752
Return on scheme assets excluding interest income (5,555) 1,287
Contnibutions by employer 822 528
Contributions by scheme participants 73 101
Assets acquired in a business combination - 34,604
Benefits paid (1,320) (344)

32,277 36,928
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Pension commitments (contimued)

Actuarial assumptions

The principal actuarial assumptions at the balance sheet date were

2015 2014
Discount rate 375% 3 60%
Price mflation (RPI)  ~~ 320% ’ 335%
Price inflation (CPI) 2 20% 235%
Retirement age 65 65
Expected return on scheme assets 375% 3 60%
Commutation 75% of HMRC maximum 12 5% of pension
SZNA CMI 2015 S2NA CMI 2013
Mortality 1%, -1 age rating 1%, -1 age rating
Asset Breakdown
The major categories of scheme assets as a percentage of total scheme assets are as follows
2015 2014
Equities 270% 262 %
Gilts 44% 16 1 %
Bonds 0% 286%
Real Return Fund 286 % 278%
Insurance Policy 381 % 0%
Cash 19% 13%

Commitments under operating leases

At 31 December 2015 the Group had future mmnimum lease payments under non-cancellable operating leases as

follows
Group Group
2015 2014
£000 £000
Not later than | year 590 50
Later than ! year and not later than 5 years 1,007 1,737
Total 1,597 1,787

Post balance sheet events

On 16 February 2016, Whitewell UK Investments | Limited, a member of the same corporate group as the
Company, acquired the entre 1ssued share capital of Priory Group No 1 Limited (the "Acquisiton™ The
corporate group was restructured as part of the Acquisition which involved the contribution of the entire 15sued
share capital of the Company by Partnerships in Care UK 1 Limited to Whitewell UK Holding Company 1 limited
n consideration for the 1ssue of two ordinary shares n the capital of Whitewell UK Holding Company 1 Limited to
Partnerships in Care UK 1 Limited As a result of the restructuring, the Company's inmediate parent company 1s
now Whitewell UK Holding Company | Limited The Company's uttimate parent company has not changed and 15

still Acadia Healthcare Company, Inc
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Post balance sheet events (continued)

On 14 July 2016, the UK Competition and Markets Authority decided that proposed merger between the
Partnerships 1n Care group and the Priory Group (which has the same ultimate parent company as the Partnerships
in Care group) cannot proceed unless Acadia Healthcare Company offers acceptable undertakings The
undertakings offered by Acadia Healthcare Company was the sale of seven hospitals within the Partnerships 1n
Care Group As of the date of signing, a buyer has not been found, however the process 1s expected to complete in
November 2016 The properties identied for sale have been valued at the expected sales value less costs to sale

Controlling party
The immediate parent undertaking s Partnerships in Care UK 1 Limited

The ultimate parent undertaking 15 Acadia Healthcare Company Inc, a company incorporated in the United States
of America

The largest group in which the results of the Company are consohdated 1s that headed by Acadia Healthcare
Company Inc, incorporated n the United States of America The consohdate financial statements of the Acadia
Heazlthcare group may be obtamed from 830 Crescent Centre Drive, Sutte 610, Franklin, TN 37067

Transition to FRS 102

The Group and Company transittoned to FRS 102 from previously extant UK GAAP as at 28 May 2014 The
impact of the transition to FRS 102 1s as fotlows

Reconcihation of equity at 31 December 2014

Group

Note £000

Equity at 31 December 2014 under previous UK GAAP 294,470
Amortisation assumption (517}
Deferred tax (1,157)
Equity shareholders funds at 31 December 2014 under FRS 102 292,796

Amortisation Assumption

On 1 July 2014 Partnerships in Care UK 2 Limited acquired 100% of the ordinary share capital of Partnerships in
Care Investments | Limited This resulted i goodwill being recognised on the Group’s balance sheet Under the
entity’s previous accounting framework this was being amortised over 20 years, however the transition to FRS 102
has meant that this should be amortised over 5 years, resulting in an increased amortisation charge of £517,000 1n
the year, and hence a corresponding decrease 1n Equity

Deferred Tax

Changes to accounting for deferred tax means all timing differences at the reporting date should be recognised
This has resulted in additional deferred tax and goodwill of £27,508,000 relating to the revaluation uphft of
properties on acquisition being recogmsed The goodwill is amortised over 5 years resulting in a charge of
£2.751,000, and the deferred tax 1s unwound at the rate of deprecation of the tangible fixed assets resulting n a
benefit of £1,595,000 in the year This has a net £1,157,000 decrease in equity at 31 December 2014
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Transition to FRS 102 (continued)

Reconcihation of profit and loss account for the year ended 31 December 2014

Group

£000

Loss for the period under UK GAAP . _ _ . {16,630}
Retirement benefit schemes (92)
Amortisation assumption 517
Deferred tax (1,157)
Loss for the period ended 31 December 2014 under FRS 102 (18,396)

Retirement Benefit Schemes

Changes to accounting for retirement benefit schemes has left the balance sheet Liabihty unchanged, however the
atlocation between the Income Statement and STRGL has changed resulting m a £117,000 debit to the Income
Statement There 15 a related deferred tax mcome statement effect of £25,000 giving a net income statement effect
of £92,000

Amortisation assumption

On 1 July 2014 Partnershups in Care UK 2 Lumnited acquured 100% of the ardinary share capital of Partnerships in
Care Investments ] Limited This resulted i goodwill being recognised on the Group's balance sheet Under the
entity’s previous accounting framework this was being amortised over 20 years, however the transition to FRS 102
has meant that this should be amortised over 5 years, resulting in an increased amortisation charge of £517,000 1n
the year, and hence a corresponding decrease in profit

Deferred Tax

Changes to accounting for deferred tax means all trming differences at the reportmg date should be recognised
This has resulted in additional deferred tax and goodwill of £27,508,000 relating to the revaluation uplft of
properties on acquisition being recogmised The goodwill 1s amortised over 5 years resulting m a charge of
£2,751,000, and the deferred tax 1s unwound at the rate of deprecation of the tangible fixed assets resulting in a
benefit of £1,595,000 1n the year This has a net £1,157,000 decrease m profit n the year

Company
The policies applied under the entity's previous accounting framework are not materially different to FRS 102 and

have not impacted on equity or profit or loss for the Company
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