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Consort Healthcare (Birmingham) Holdings Limited
Strategic Report
for the year ended 31 December 2019

The Directors present their strategic report for the year ended 31 December 2019.

Strategic Review

The incorporation date for the Company was 16 August 2005. On 14 June 2006, the Company's
subsidiary Consort Healthcare (Birmingham) Limited, entered into a 40 year Private Finance
Initiative (PF1) concession contract to design, construct, finance, maintain, and manage the
lifecycle costs of the new acute hospital for the University Hospital Birmingham NHS Foundation
Trust and mental health facilities for Birmingham and Solihull Mental Health NHS Foundation Trust.

Review of the Business

The Acute Hospital represents 89.6% of the construction value and opened in phases up to August
2011. The remaining 10.4% consists of the construction and refurbishment of the mental health
facilities which was completed on the 14th March 2008.

The Group (loss)/profit for the year after taxation amounted to (£1,386,000) (2018: £1,210,000).
The net assets at the year end amounted to £29,069,000 (2018: £30,455,000).

The year on year decrease in profit for the year predominantly results from increase in interest
charges on secured subordinated loan stock. The year on year decrease in net assets results from
the loss for the year.

Key Performance Indicators

As part of their stewardship of the project the Directors reguiarly consider Board Reports related to
the performance of the Group and the information and KPls contained therein. These include,
amongst other things, variance against budget in the financial statements and forward cash flow
forecasting and other qualitative and quantitative indictors of performance that, as a whole, provide
the basis for the management of the Group.

The Group has set specific business objectives, which are monitored using a number of key
performance indicators ("KPIs"). The relevant KPIs for this report are detailed below.

Net cash flow
As at 31 December 2019, the net cash flow was in line with forecast. For the year ended 31
December 2019, the net cash inflow from operating activites was £3,919,000 (2018: £3,015,000).

Financial performance

The Directors have modelled the anticipated financial outcome of the project across its full term.
The Directors monitor actual performance against this anticipated performance. As at 31 December
2019 the Group's performance against this measure was satisfactory and in line with modelled
expectations.

Principal risks and uncertainties

The Group recognises that effective risk management is fundamental to achieving its business
objectives in order to meet its commitments in fulfilling the PFI contract and in delivering a safe and
efficient service. Risk management contributes to the success of the business by identifying
opportunities and anticipating risks in order to improve business performance and fulfil the Group's
contractual obligations.

The Group is exposed to Brexit risk as a result of the inherent uncertainty around the future of the
UK's relationship with the European Union following the transition period (which is expected to end
on 31 December 2020). Whilst the Company itself is not considered to be significantly exposed,
subcontractors which it engages with are considered to have exposure in relation to labour and the
cost of supplies. Performance risk under the Project Agreement and related contracts passed on
to the service providers and to the buildings contractor. The obligations of these contractors are
underwritten either by performance guarantees issued by banks or by parent company guarantees.
Due to the evolving nature of the risk, the Board continues to actively monitor developments.



Consort Healthcare (Birmingham) Holdings Limited
Strategic Report (continued)
for the year ended 31 December 2019

Contractual relationships .
The Group operates within a contractual relationship with its primary customers, University Hospital
Birmingham NHS Foundation Trust & Birmingham and Solihull Mental Health NHS Foundation
Trust, (the "Trusts"). Failure to perform obligations under this contract could have a direct and
detrimental effect on the Group's result and could result in termination of the concession. To
manage this risk the Group has regular meetings with the Trusts including discussions on
performance, project progress, future plans and customer requirements carrying out all of the
routine and major life cycle maintenance for the life of the concession. Historically the concession
has incurred service failure points which are disclosed further in the Directors’ Report.

Passive fire protection issues

The Group has been notified of alleged defects in relation to the passive fire protection measures
which are in place at both the acute and mental health facilities. To mitigate against any adverse
risk the Group could face in relation to this, the Group has been proactively working with the Trusts,
the construction contractor and the facilities management contractor in order to carry out
rectification works and implement mitigation measures.

Health and safety is of paramount importance to the Group, and so it has proactively worked with
contractors to ensure that robust mitigation procedures are in place while rectification works are
undertaken.

Additionally, the Company has signed a Standstill Agreement with the University Hospital
Birmingham NHS Foundation Trust and as part of ongoing discussions, it is likely that the standstill
period will be extended, which will protect the rights of the relevant parties while solutions are being
devised.

The Directors do not expect the Group's performance to be materially affected by this issue due to
its ongoing dialogue with all parties to find a satisfactory remedial solution and the strong
contractual provisions within its FM and building subcontracts.

Financial Risk Management

The financial statements also include details of the Company's financial risk management
objectives policies, and its exposure to credit risk, liquidity risk, interest risk and capital risk.
Further disclosures are given in note 15 with respect to each of these risks.

Ownership
The Company is owned by its ultimate controlling parties Balfour Beatty plc, HICL Infrastructure pic,
and InfraRed Infrastructure Yield L.P. (in the ratio 40:30:30) and operates in the United Kingdom.

Approved by the Board and signed on its behalf by:

(PG oelonsd

D.G. Blanchard
Director

30 July 2020

Registered Office
2 Hunting Gate
Wilbury Way
Hitchin
Hertfordshire

SG4 0TJ



Consort Healthcare (Birmingham) Holdings Limited
Directors’ Report
for the year ended 31 December 2019

The Directors bresent their annual report together with the consolidated financial statements and
auditor's report, for the year ended 31 December 2019.

The following information has been disclosed in the strategic report:
e Principal risks and uncertainties

e Financial Risk Management

e Key Performance Indicators

Going Concern
The Directors do not expect any significant change to the Group's activities to occur in the following
financial year.

The Group has considerable financial resources to cover its obligations for the financing of the
operation of the New Acute Hospital and Mental Health Facilities for the University Hospital
Birmingham NHS Foundation Trust and Birmingham and Solihull Mental Health NHS Foundation
Trust, having raised substantial senior debt at the start of the PFI contract and with subordinated
debt funding having been received from its shareholders, via a subsidiary.

Downgrades in the credit ratings of the institutions with which the Group hold investments of cash
balances can cause the Group to change those institutions, either as a result of a requirement from
the senior creditors or from management’s risk assessment process. The senior creditors are aware
of the downgrade of the institution that the Group hold their current accounts with and that the Group
continues to work to put in a place a deposit taker of an appropriate credit rating.

After making enquiries, the Directors have a reasonable expectation that the Group has adequate
resources to continue in operational existence for the foreseeable future. Accordingly, they continue
to adopt the going concern basis in preparing the financial statements.

The Directors have prepared cash flow forecasts which indicate that, taking account of severe but
plausible downsides, the Group will have sufficient funds to meet its liabilities as they fall due.
Further information of the Directors' assessment including the consideration of the impact of COVID-
19 is contained within note 1.3.

The Group was able to meet the financial convenants as at 31 March 2020 and is forecast to meet
them for the foreseeable future.

Taking into account reasonable possible risks in operations to the Company, the fact that the
obligations of the Company's customers are underwritten by the Secretary of State for Health, the
Directors have a reasonable expectation that the Company will be able to settle its liabilities as they
fall due to the foreseeable future. It is appropriate to prepare these financial statements on the
going concern basis.

The Directors have also considered the ability of the client to continue to pay unitary fees due to a
subsidiary of the Group and, having made enquiries, consider it is not unreasonable to conclude that
the Trusts and UK Government will continue to meet their obligations in this respect. The Group's
forecasts and projections, taking account of reasonably possible counterparty performance, show
the Group expects to be able to continue to operate for the full term of the concession.

Further details regarding the adoption of the going concern basis can be found in notes to the
financial statements - note 1 accounting policies.

Directors' Indemnities
The Group has made qualifying third party indemnity provisions for the benefit of its Directors which
remain in force at the date of this report.



Consort Healthcare (Birmingham) Holdings Limited
Directors' Report (continued)
for the year ended 31 December 2019

Results and dividends '
The audited financial statements for the year ended 31 December 2019 are set out on pages 8 to
25. The Group (loss)/profit for the year after taxation amounted to (£1,386,000) (2018: £1,210,000).

The Directors do not propose the payment of a dividend in respect of the year ended 31 December
2019 (2018: Nil) and retained profits will be added to the reserves.

Future developments o
The Directors are not aware, at the date of this report, of any major changes in the Group’s activities

in the next year.

Directors
The following persons served as Directors during the year, except as noted:

D.G. Blanchard

L. Gladwell (resigned 27/08/2019 )
A. B. Deacon (resigned 05/09/2019 )
E.G. Wegener

J.C. Heath ( appointed 07/08/2019 )
S.D Worthy ( appointed 27/08/2019 )

Directors' Share Interests
No Director had any interests in the issued share capital or material interests in any contract of the
Company or of the Company's subsidiary undertaking at 31 December 2019.

Disclosure of Information to Auditor

The Directors who held office at the date of approval of this Directors' Report confirm that, so far as
they are each aware, there is no relevant audit information of which the Company's Auditor is
unaware; and each Director has taken all steps that they ought to have taken to make
himselffherself aware of any relevant audit information and to establish that the Company's Auditor is
aware of that information.

Auditor
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed
and KPMG LLP will therefore continue in office.

Approved by the Board and signed on its behalf by:

(P aehnoncd

D.G. Blanchard
Director

30 July 2020

Registered Office
2 Hunting Gate
Wilbury Way
Hitchin
Hertfordshire

SG4 0TJ



Consort Healthcare (Birmingham) Holdings Limited
Statement of Directors' Responsibilities in respect of the Strategic Report, the
Directors’ Report and the Financial Statements

The Directors are responsible for preparing the Strategic Report, the Directors' Report and the
financial statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under
that law they have elected to prepare the financial statements in accordance with UK Accounting
Standards and applicable law (UK Generally Accepted Accounting Practice), including FRS 102
The Financial Reporting Standard applicable in the UK and Republic of Ireland.

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 the Group and
of the profit or loss of the Group for that period. In preparing these financial statements, the
Directors are required to: '

* select suitable accounting policies and then apply them consistently;

* make judgements and estimates that are reasonable and prudent;

¢ state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

¢ assess the group and company's ability to continue as a going concern, disclosing, as
applicable, matters relating to going concern; and

* use the going concern basis of accounting unless they either intend to liquidate the group or the
company or to cease operations, or have no realistic alternative but to do so.

The Directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the Company's transactions and disclose with reasonable accuracy at any time the
financial position of the Company and enable them to ensure that the financial statements comply
with the Companies Act 2006. They are responsible for such internal control as they determine is
necessary to enable the preparation of financial statements that are free from material
misstatement , whether due to fraud or error, and 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 irregularities.



Independent Auditor's Report
to the members of Consort Healthcare (Birmingham) Holdings Limited

Opinion

WZ have audited the financial statements of Consort Healthcare (Birmingham) Holdings Limited

(“the company”) for the year ended 31 December 2019 which comprise the Consolidated Profit and Loss Account
and Other Comprehensive Income, the Consolidated and Company Balance Sheet, the Consolidated Statement
of Changes in Equity, the Consolidated Cash Flow Statement and related notes, including the accounting
policies in note 1.

In our opinion the financial statements:

¢ give a true and fair view of the state of the group’s and of the parent company's affairs as at 31 December
2019 and of the group’s loss for the year then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland ; and

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

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable
law. Our responsibilities are described below. We have fulfilled our ethical respansibilities under, and are
independent of the group in accordance with, UK ethical requirements including the FRC Ethical Standard. We
believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate
the group or the company or to cease their operations, and as they have concluded that the group and the
company’s financial position means that this is realistic. They have aiso concluded that there are no material
uncertainties that could have cast significant doubt over their ability to continue as a going concern for at least a
year from the date of approval of the financial statements (“the going concern period”).

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that
basis for a period of at least a year from the date of approval of the financial statements. In our evaluation of the
directors’ conclusions, we considered the inherent risks to the group’s business mode! and analysed how those
risks might affect the group and company’s financial resources or ability to continue operations over the going
concern period. We have nothing to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes
that are inconsistent with judgements that were reasonable at the time they were made, the absence of reference
to a material uncertainty in this auditor's report is not a guarantee that the group or the company will continue in
operation.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether,
based on our financial statements audit work, the information therein is materially misstated or inconsistent with
the financial statements or our audit knowledge. Based solely on that work:

e we have not identified material misstatements in the strategic report and the directors’ report;

e in our opinion the information given in those reparts for the financial year is consistent with the financial
statements; and
¢ in our opinion those reports have been prepared in accordance with the Companies Act 2006.



Independent Auditor's Report.
to the members of Consort Healthcare (Birmingham) Holdings Limited

Matters on which we are required to report by exception o
Under the Companies Act 2006 we are required to report to you if, in our opinion:
e adequate accounting records have not been kept by the parent company, or returns adequate for our audit
have not been received from branches not visited by us; or

e the parent company financial statements are not'in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made

¢ we have not received all the information and explanations we require for our audit

We have nothing to report in these respects.

Directors' responsibilities

As explained more fully in their statement set out on page 5, the directors are responsible for: the preparation of
the financial statements and for being satisfied that they give a true and fair view; such internal control as they
determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error; assessing the group and parent company’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern; and using the going concern basis of
accounting unless they either intend to liquidate the group or the parent company or to cease operations, or have
no realistic alternative but to do so.

Auditor's responsibilities

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

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

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

Tom Eve (Senior Statutory Auditor)

for and on behaif of KPMG LLP, Statutory Auditor
chartered accountants

15 Canada Square

London, E14 5GL

31 July 2020



Consort Heaithcare (Birmingham) Holdings Limited
Consolidated Profit and Loss Account and Other Comprehensive Income
for the year ended 31 December 2019

Year ended Year ended
31 December 31 December
2019 2018
Notes £'000 £'000
Turnover - 2 34,469 34,116
Cost of sales (26,018) (26,187)
Gross profit 8,451 7,929
Net operating expenses (3,475) (2,829)
Operating profit 4,976 5,100
Interest receivable and similar income 3 39,262 39,481
Interest payable and similar expenses 4 (44,769) (43,087)
(Loss)/Profit before taxation (531) 1,494
Tax on (losses)/profit 7 (855) (284)
(Loss)/Profit for the financial year (1,386) 1,210
Total comprehensive (expense)/income : (1,386) 1,210

The Profit and Loss Account has been prepared on the basis that all operations are continuing
operations.

The accompanying notes on pages 12 to 25 form an integral part of these financial statements.



Consort Healthcare (Birmingham) Holdings Limited

Consolidated and Company Balance Sheet
as at 31 December 2019

Group Company
Yearended Year ended Yearended Year ended
31 December 31 December 31 December 31 December
2019 2018 2019 2018
Notes £'000 £'000 £'000 £'000
Fixed assets
Investments 9 - - 50 50
Debtors - finance debtor due after . '
more than one year 12 686,744 695,827 - -
686,744 695,927 50 50
Current assets
Debtors - due within one year 10 3,433 3,149 - -
Debtors - finance debtor due
within one year 12 2,181 2,067 - -
Cash at bank and in hand 11 113,110 92,859 - -
118,724 98,075 - -
Creditors: amounts falling due
within one year 13 (86,857) (68,956) - -
Net current assets 31,867 29,119 - -
Total assets less current
liabilities 718,611 725,046 50 50
Creditors: amounts falling due
after more than one year
Borrowings 14 (689,542) {694,591) - -
Net assets 29,069 30,455 50 50
Capital and reserves
Called up share capital 16 50 50 50 50
Profit and loss reserve 29,019 30,405 - -
Shareholders' funds 29,069 30,455 50 50

The Financial Statements of Consort Healthcare (Birmingham) Holdings Limited {Registered number
5538276) were approved by the Board of Directors and authorised for issue on 30 July 2020. They were

signed on its behalf by:

A s

D.G. Blanchard
Director
30 July 2020

The accompanying notes on pages 12 to 25 form an integral part of these financial statements.



Consort Healthcare (Birmingham) Holdings Limited
Consolidated Statement of Changes in Equity
as at 31 December 2019

Called up Profit and

share loss
capital account Total
£'000 £'000 £'000

Balance at 1 January 2018 : 50 29,195 29,245

Total comprehensive income - 1,210 1,210
Dividends paid on equity shares : : . - .

Balance at 31 December 2018 50 30,405 30,455
Balance at 1 January 2019 50 30,405 30,455
Total comprehensive (expense)/income - (1,386) (1,386)

Dividends paid on equity shares - - -

Balance at 31 December 2019 : 50 29,019 29,069

_The accompanying notes on pages 12 to 25 form an integral part of these financial statements.
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Consort Healthcare (Birmingham) Holdings Limited
Consolidated Cash Flow Statement
for the year ended 31 December 2019

Notes

Cash generated from operating activities

Cash generated from operations 17
Income taxes paid

Net cash inflow/(outflow) from operating activities

Investing activities

Interest received

Income received on finance debtor 12
Decrease in investments realisable within one year

Net cash generated from investing activities

Financing activities

Senior Debt principal repaid

Interest and fees paid

Net cash used in financing activities

Net increase in cash and cash equivalents
Cash at bank and in hand at beginning of year
Cash and bank and in hand

Less: Restricted cash 11
Cash and cash equivalents at end of year

11

Year ended Year ended
31 December 31 December
2019 2018
£000 £'000
3,647 3,660
272 (645)
3,919 3,015
607 379
49,940 48,749
50,547 49,128
(20,617) " (21,518)
(13,598) (13,638)
(34,215) (35,156)
20,251 16,987
92,859 75,872
113,110 92,859
(43,233) (38,515)
69,877 54,344




Consort Healthcare (Birmingham) Holdings Limited
Notes to the Financial Statements
for the year ended 31 December 2019

1

Accounting policies

Consort Healthcare (Birmingham) Holdings Limited (the “Company”) is a private company incorporated, domiciled
and registered in England in the UK. The registered number is 05538276 and the registered address is 2 Hunting
Gate, Wilbury Way, Hitchin, Hertfordshire, SG4 0TJ.

These financial statements were prepared in accordance with Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland ("FRS 102"). The presentation currency of these
financial statements is sterling. All amounts in the financial statements have been rounded to the nearest £1,000.

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

Judgements made by the directors, in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are discussed in
note 20.

1.1) Measurement convention
The financial statements are prepared on the historical cost basis.

1.2) Basis of consolidation

The consolidated financial statements include financial statements of the Company and its subsidiary undertakings
for the year ended 31 December 2019. All intercompany balances, transactions and profits are eliminated on
consolidation.

1.3) Going Concern

The Group had net assets of £29,069,000 as at 31 December 2019 and generated a loss for the year then ended of
£531,000. The parent company had net assets of £50,000 as at 31 December 2019. The losses for 2019 are a
direct result of increased sub-ordinated debt interest charges as the company has not been permitted to make any
sub-ordinated debt interest payments since 2016. This is a consequence of the lenders not permitting interest
payments to be made to shareholders until a settlement agreement is signed between the Trust, construction and
FM contractors and Consort in relation to PFP matters.

The financial statements have been prepared on a going concern basis which the Directors consider to be
appropriate for the following reasons.

The Directors have prepared cash flow forecasts covering a period of 15 months from the date of approval of these
financial statements through to September 2021 which indicate that, taking account of severe but plausible
downsides, the Company will have sufficient funds to meet its liabilities as they fall due for that period. Those
forecasts are dependent on the underlying customer continuing to meet its obligations under the Project Agreement
which are underwritten by the Secretary of State for Health.

In making this assessment the Directors have considered the potential impact of the emergence and spread of
COVID-19.

The Group operating cash inflows are largely dependent on unitary charge receipts receivable from University
Hospitals Birmingham Foundation Trust and the Birmingham & Solihull Mental Health Foundation Trust and the
Directors expect these amounts to be received even in severe but plausible downside scenarios.

The Group continues to provide the asset in accordance with the contract and is available to be used. Further, the
Trust has agreed to review the contract monitoring regime to remove any jobs that the FM Provider may fail as a
result of COVID-18, pending furhter Cabinet Office direction. Deductions will therefore not be levied during this
period for COVID-19 related failures. As a result, the Company does not believe there is any likelihood of a material
impact to the unitary payment.

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

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

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

12



Consort Healthcare (Birmingham) Holdings Limited
Notes to the Financial Statements
for the year ended 31 December 2019

1 Accounting policies (continued)
1.4) Foreign currency
Transactions in foreign currencies are translated to the Group’s functional currency at the foreign exchange rate
ruling at the.date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date.

1.5) Classification of financial instruments issued by the Group

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

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

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

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

1.6) Basic financial instruments

Trade and other debtars / creditors

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

Interest-bearing borrowings classified as basic financial instruments

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

Senior secured debt

Senior secured bonds and loans are initially stated at the amount of the net proceeds after deduction of related issue
costs. The carrying amount is increased by the finance cost in respect of the accounting period and reduced by
payments made in the period.

Secured subordinated debt

Secured subordinated debt is initially stated at the amount of the net proceeds after deduction of related issue costs.
The carrying amount is increased by the finance cost in respect of the accounting period and reduced by payments
made in that periad.

13



Consort Healthcare (Birmingham) Holdings Limited
Notes to the Financial Statements
for the year ended 31 December 2019

1

Accounting policies {continued)

1.6) Basic financial instruments (continued)

Investments realisable within one year

Investments realisable within one year held by the Group represent amounts held on deposit with a financial
institution which are not available for withdrawal without penalty in under 24 hours. Investments realisable within one
year are stated at amortised cost with the interest receivable being recognised at a constant rate over the life of the
investment.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on
demand and form an integral part of the Group’s cash management are included as a component of cash and cash
equivalents for the purpose only of the cash flow statement.

1.7) Other financial instruments

The Company's subsidiary, Consort Healthcare (Birmingham) Funding plc, holds listed debt and has prepared its
accounts in accordance with FRS 102 Section 11 (Basic Financial Instruments), Section 12 (Other Financial
Instruments Issues), and Section 22 (Liabilities and Equity).

1.8) Finance debtor

The Company is an operator of a PFl contract. The underlying asset is not deemed to be an asset of the Company
under FRS102 section 34C, because the risks and rewards of ownership as set out in that Standard are deemed to
lie principally with the Trusts. The 'grandfathering' provisions that permit the retention and use of the existing
financial reporting standard, Financial Reporting Standard 5 Application Note F, have been used.

During the construction phase of the project, all attributable expenditure was included in amounts recoverable on
contracts and turnover. Upon becoming operational, the costs were transferred to the finance debtor. During the
operational phase income is allocated between interest receivable and the finance debtor using a project specific
interest rate. The remainder of the PFI unitary charge income is included within turnover in accordance with FRS102
section 23. The Company recognises income in respect of the services provided as it fulfils its contractual
obligations in respect of those services and in line with the fair value of the consideration receivable in respect of
those services.

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

1.9) Impairment

Financial assets (including trade and other debtors)

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

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the asset’s
original effective interest rate. For financial instruments measured at cost less impairment an impairment is
calculated as the difference between its carrying amount and the hest estimate of the amount that the Group would
receive for the asset if it were to be sold at the reporting date. Interest on the impaired asset continues to be
recognised through the unwinding of the discount. Impairment losses are recognised in profit or loss. When a
subsequent event causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed
through profit or loss.
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1

Accounting policies (continued)

1.10) Turnover

Turnover, which is stated net of value added tax, represents amounts inveiced for services provided in the period.
These amounts are separately identifiable services from the contract discussed below.

The income streams from the Trusts contain separable elements for property and the provision of services. It has
been determined that the balance of risks and rewards derived from the underlying asset is not bomme by the Group
and therefore the asset created under the contract will be accounted for as a finance debtor upon completion.

Revenues received from the Group's clients are apportioned between capital repayments and operating revenue.
The "finance income" element of the capital repayment is shown within interest receivable.

Income is deferred where payment is received from the Trusts in advance of the performance of the related
services.

1.11) Expenses

Interest receivable and Interest payable .

Interest payable and simitar charges include interest payable, finance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on
provisions, and net foreign exchange losses that are recognised in the profit and loss account (see foreign currency
accounting policy). Borrowing costs that are directly attributable to the acquisition, construction or production of an
asset that takes a substantial time to be prepared for use, are capitalised as part of the cost of that asset/are
expensed as incurred.

Other interest receivable and similar income include interest receivable on funds invested and net foreign exchange
gains.

Interest income and interest payable are recognised in profit or loss as they accrue, using the effective interest
method. Dividend income is recognised in the profit and loss account on the date the company's right to receive
payments is established. Foreign currency gains and losses are reported on a net basis.

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

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

1.12) Investments

Investments in subsidiary undertakings are stated at cost less provision for impairment. The carrying values of
these investments are reviewed annually by the Directors to determine whether there has been any impairment to
their values.
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2 Turnover

Group
Year ended Year ended
31 December 31 December
2019 2018
Turnover by origin and destination from the Group's principal activity: £'000 £'000
United Kingdom 34,469 34,116
3 Interest receivable and similar income
Group
Year ended Year ended
31 December 31 December
2019 2018
£'000 £'000
interest receivable 607 379
Interest income on finance debtor (note 12) 38,655 39,102
Interest receivable and similar income 39,262 39,481
4 Interest payable and similar expenses
Group
Year ended Year ended
31 December 31 December
2019 2018
£'000 £'000
Interest payable on secured senior loan (32,050) (31,370)
Interest payable on secured subordinated loan stock (12,719) (11,717)
Interest payable and similar expenses (44,769) (43,087)
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5

Remuneration of Directors and employees

The shareholder groups received £254,000 for the provision of Directors in respect of the Company and Group in the

current year (2018: £254,000). All other staff costs are borne by Balfour Beatty lnvestments Limited which seconds
its employees to the Company and Group and charges related service costs. The Company and Group had no

employees during the year (2018: nil).

Auditor's remuneration

Group
Year ended Year ended
31 December 31 December
2019 2018
£'000 £'000

The analysis of the auditor's remuneration is as follows:

Fees payable to Company's auditor for the audit of the Company's annual
accounts 1 1
Feea payeihe 1o tve Company's auditor for other services to the Group

- The audit of the Company's subsidiaries pursuant to legislation 34 15

35 16

The auditor's remuneration for the Group was borne by Consort Healthcare (Birmingham) Limited.
No non-audit fees were paid to the auditor.

Tax on profit

The tax charge is based on the profit forithe period at a taxation rate of 18.00% (2018: 19.00%).

Group
Year ended Year ended
31 December 31 December
2019 2018
£'000 £'000
Current tax on profit:
UK corporation tax on profit for the year 551 284
Prior year adjustment 304 -
Total tax on profit 855 284
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7

Tax on profit (continued)

The differences between the total current tax charge and the amount calculated by applying the standard rate of UK
corporation tax of 19.00% (2018: 19.00%) to profit before tax are as follows:

Group

Year ended Year ended
31 December 31 December
2019 2018
£'000 £'000

Profit excluding taxation (531) 1,494
Tax on profit at standard UK corporation tax rate 19.00% (2018: 19.00%). (101) 284
Deferred Tax not recognised 652 -

Effects of:

UK corporation tax adjustments in respect of prior years 304 -
Current tax charge 855 284

A net deferred tax asset of £652,000 (2018: £ nil) has not been recognised in the statutory accounts due to the
uncertainty of future use. The taxable profit forecasts for the foreseeable future are insufficient to support the
recoverability of the asset given that losses will be subject to UK tax loss relief legislation which will resuit in
restricted utilisation in the future.

A reduction in the UK corporation tax rate from 18% to 17% (effective from 1 April 2020) was substantively enacted
on 6 September 2016, and the UK deferred tax asset/(liability) as at 31 December 2019 has been calculated based
on this rate. On the 11 March 2020 Budget it was announced that the UK tax rate will remain at the current 19% and
not reduce to 17% from 1 April 2020.

This will have no material effect on the Company’s future tax charge. If this rate change had been substantively
enacted at the current balance sheet date the unrecognised deferred tax asset would have increased by £68,000.

Retained profit

The profit for the financial period deait with in the financial statements of the parent company, Consort Healthcare
(Birmingham) Holdings Limited, was £nil (2018: £nil). As permitted by section 408 of the Companies Act 2006, no
separate profit and loss account is presented in respect of the parent company.

Fixed asset investments

Group Company
2019 2018 2019 2018
£'000 £'000 £'000 £'000
Shares in subsidiary undertaking - - 50 50
- - 50 50

The undertakings in which the Group's interest at the year end is greater than 20% are as follows:

Country of
incorporation Principal activity Class and % of shares held
Consort Healthcare (Birmingham) £1 ordinary
Limited Great Britain PF) Operator shares 100%
Consort Healthcare (Birmingham) £1 ordinary
Funding PLC Great Britain ~ PF| funding vehicle shares 99.998%

The registered address for Consort Healthcare (Birmingham) Limited and Consort Healthcare (Bnrmmgham) Funding
PLC is 2 Hunting Gate, Wilbury Way, Hitchin, Hertfordshire, SG4 0TJ.
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10  Debtors - due within one year

Group Company

2019 2018 2019 2018

£'000 £'000 £'000 £000

Trade debtors 1,222 663 - -
Tax receivable - 258 - -
Prepayments 407 375 - ) -
Accrued operating income 1,804 1,853 - -
3,433 3,149 - -

11 Restricted cash
Cash at bank and in hand includes £43,233,000 (2018: £38,515,000) restricted from use in the business, being held

in the Company's reserve accounts under the terms of its senior loan facility.

12 Analysis of net investment in fhe finance debtor

Group Company
2019 2018 2019 2018
£'000 £'000 £000 £'000
At beginning of year 697,994 705,225 - -
Added within the year: '
Life cycle replacement costs 337 ’ 601 - -
Notional interest on finance debtor
(note 3) 38,655 39,102 - -
Income recognised in operating
profit 1,879 1,815 oo -
Cash received (49,940) (48,749) : - -
(9,069) (7,231) - -
At end of period 688,925 697,994 - -
Due within one year 2,181 2,067 - -
Due after more than one year 686,744 695,927 - -
688,925 697,994 - -

Included in the above debtor is an amount of £104,889,000 (2018: £104,889,000) which relates to interest
capitalised during the construction period.
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14

Creditors: amounts falling due within one year

Group Company
2019 2018 2019 2018
£'000 £'000 £'000 £'000
Index linked secured bonds and
secured term loan - interest 3,255 3,127 - -
Index linked secured bonds and
secured term loan - principal 23,369 20,613 - -
Secured subordinated loan stock -
interest 50,301 37,582 - -
Construction creditor 446 446 - -
Trade creditors 946 1,285 - -
Corporation tax payable 869 - - -
VAT creditor 1,974 2,132 - -
Deferred income - - - -
Other accruals 5,697 3,761 - -
86,857 68,956 - -

Creditors: amounts falling due after more than one year

Group Company
2019 2018 2019 2018
£'000 £'000 £'000 £'000
Borrowings:
Secured subordinated loan stock 56,430 56,430 - -
Accrued interest on unsecured
subordinated loan stock
Index linked secured bonds 391,605 392,674 - -
Index linked bank secured term loan 241,507 245,487 - -
689,542 694,591 - -
Repayable as follows:
Between one and twa years 25,542 23,416 - -
Between two and five years 80,468 77,502 - -
After five years 583,532 593,673 - -
689,542 694,591 - -

Index-linked secured bonds due 2044 of £398,680,000 were created on 14 June 2006. Of this, £343,680,000 were
issued and sold. The Group has £55,000,000 variation bonds which may be issued to finance certain contingencies.
Interest on the bonds is payable semi-annually at a rate of 1.972% plus RPI indexation. Unless previously redeemed
or purchased and cancelled, the bonds will mature on 14 August 2044 and will be subject to redemption in part from
September 2011. Early redemption may be made at the Group's option, at a price being the higher of the indexed
outstanding principal and a price calculated with regard to the yield of a reference gilt over the period to the original
bond maturity date.

The index-linked bank secured term loan is from the European Investment Bank and bears interest at a rate of
1.834% plus RPI indexation. A main tranche of £225,000,000 was drawn on 14 June 2006. Repayments
commenced in September 2011 and are semi-annually thereafter until March 2039. Early repayment may be made
at the Group's option.

The secured subordinated debt is from the controlling parties and bears interest at a rate of 10.47% plus RPI
indexation. This is repayable in semi-annual instalments between 2018 and 2046. It is secured by second floating
charges over the undertaking and property of the Group.
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Creditors: amounts falling due after one year (continued)

The index-linked borrowings are secured by a fixed and floating charge over the whole of the undertaking and assets
of the Group. The bond and loan contracts contain covenants regarding, inter alia, performance by the Group of
financial and non-financial obligations under the PFI contracts. In circumstances of non-compliance, lenders' rights
include direction of the Group's business, requirements for inmediate repayment and enforcement of security.

The index-linked bonds and index-linked secured term loan are each valued at amortised cost, using the effective
interest rate method, taking account of projected indexation across the term of the liability. The index-linked bond
has an effective interest rate of 4.867% (2018: 4.900%). The index-linked term loan has an effective interest rate of
4.662% (2018: 4.707%).

Borrowing facilities

At 31 December 2019 the Group had the following committed facilities:

Drawn Undrawn Total

£'000 £000 £'000

Variation bonds - 55,000 55,000
- 55,000 55,000

Financial instruments

The Group's financial instruments are shown in the table below. it is, and has been throughout the year under
review, the Group's policy that no trading in financial instruments be undertaken. The Group has not entered into
derivatives transactions. The main risks arising from the Group's financial instruments are credit risk, interest rate
risk, liquidity risk and inflation risk. The Board reviews and agrees policies for managing each of these risks and
they are summarised below. These policies have remained unchanged throughout the year. The Group has no
significant foreign currency transactions. All the Group's borrowings are denominated in sterling.

Categories of financial instruments
’ 2019

Book Value

Loans and
receivables at
amortised cost

including cash Financial
and short-term liabilities at
deposits  amortised cost
£'000 £'000
Einancial assets
Trade and other receivable (excluding prepayment and statutory payments) 3,026 -
Cash and short-term deposits 92,859 -
Finance debtor 688,925 -
784,810 -
Interest income in the year 39,262
Financial liabilities
Index-linked secured bonds - (406,074)
Index-linked bank secured term loan - (253,662)
Secured subordinated loan stock - commitment
and letter of credit fees - (106,731)
Trade and other payables * - (7,089)
- (773,556)

* Comprises trade creditors, construction creditors & other accruals
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15  Financial instruments (continued)
2018
Book Value
Loans and
receivables at
amortised cost

including cash Financial
and short-term liabilities at
deposits  amortised cost
£000 £'000
Financial assets
Trade and other receivable (excluding prepayment and statutory payments) 2,516 -
Cash and short-term deposits 92,859 -
Finance debtor 697,994 -
793,369 -
Interest income in the year 39,481
Financial liabilities
Index-linked secured bonds* - (404,845)
Index-linked bank secured term loan* - (257,056)
Secured subordinated loan stock - commitment
and letter of credit fees : - (94,012)
Trade and other payables * - (5,502)
: - (761,415)

* Trade and other payables comprises trade creditors, construction creditors & other accruals.

Credit Risk

The Group's principal financia! assets are cash and short-term deposits, trade and other receivables and
investments. The Group's credit risk is primarily attributable to its cash and short term deposits and current asset
investments, for which only independently rated counterparties with a minimum senior debt rating of at least AA-
from Standard & Poor's and Aa3 from Moody's are acceptable.

Should the ratings of existing counterparties fall below these levels, the Group and its senior lenders each have the
right to require that an acceptable replacement counterparty be appointed, unless each chooses to waive this right
using an acceptable waiver form.

The receivables arise from the Group's clients, University Hospital Birmingham NHS Foundation Trust and
Birmingham and Solihull Mental Health NHS Foundation Trust. The credit and cash flow risks are not considered
significant as the clients are quasi-governmental organisations.

The maximum exposure to credit risk is the carrying value of the financial assets in the table above.
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Financial instruments (continued)

Interest rate risk/Inflation Risk

All borrowings are at fixed rates other than index-linking, and therefore no interest rate risk arises on them. interest
rate risk arises on the Group's cash and short-term deposits.

The majority of the Group's borrowings comprise an index linked secured bond and an index linked secured loan.
Repayment of these loans, and meeting operational expenditure commitments, will be made from income which is
itself subject to indexation. The Group thereby mitigates any exposure to movements in the retail price index.

Liquidity risk
The Group's liquidity risk is principally managed through financing the Group by means of long-term borrowings with
an amortising profile that matches the expected availability of funds from the Group's operating activities.

Capital risk management

The Group manages its capital to ensure it is able to continue as a going concern, to meet the requirements of its
finance contracts, and to maintain an optimal capital structure to reduce the cost of capital. The capital structure of
the Company comprises equity attributable to equity holders consisting of ordinary share capital, reserves and
retained earnings as disclosed in note 16 and cash and short-term deposits and borrowings as disclosed in notes
11, 13, 14 and 15. The Group has complied with capital requirements imposed by its finance contracts throughout
the year. There have been no changes in the Group's management of capital from previous years.

Called-up share capital and other reserves

Group Company
2019 2018 2019 2018
£'000 £'000 £'000 £000
Authorised, issued and fully paid
share capital
20,040 Class 'A’ ordinary shares of
£1 each 20 20 20 20
15,030 Class 'B' ordinary shares of
£1 each 15 15 15 15
15,030 Class 'C' ordinary shares of
£1 each 15 15 15 15
50 50 50 50

The different classes of equity rank ‘pari passu'’ in respect of voting, dividends and other rights. These carry no rights
to fixed income

The Group's other reserves are as follows:

The profit and loss reserve represents cumulative profits or losses.
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Reconciliation of profit to net cash generated from operations

Profit for the year

Adjustments for:

Depreciation, amortisation and impairment
Interest receivable and similar income

Interest payable and similar charges

Taxation

Life cycle replacement costs

Income recognised in operating profit in respect of finance debtor
(Increase)/decrease in trade and other debtors
Increase/(decrease) in trade and other creditors
Cash generated from operations

Related party transactions

During the year the Group has incurred costs charged by related parties as
follows:

Subsidiaries of Balfour Beatty plc - construction costs

A subsidiary of Balfour Beatty plc - secondment and bid costs

Balfour Beatty, Infrastructure Investments Limited Partnership, and InfraRed
Infrastructure Yield LP - provision of Directors' services

Balances outstanding at the end of the year:

Trade creditors and accruals

A subsidiary of Balfour Beatty plc - secondment costs

Balfour Beatty, Infrastructure Investments Limited Partnership, and InfraRed
Infrastructure Yield LP - provision of Directors' services

Group
2019 2018
£'000 £'000
(1,386) 1,210
(39,262) (39,481)
44,769 43,087
855 284 .
(337) (601)
(1,879) (1,815)
(542) (1,272)
1,429 2,248
3,647 3,660
Group
2019 2018
£000 £'000
402 659
253 254
Group
2019 2018
£'000 £'000
54 134
216 141

At 31 December 2019, the subordinated loan stock totalled £56,430,000, divided between BBPF LLP, £22,572,000

(2018: £22,572,000), Infrastructure Investments Limited Partnership, £16,929,000 (2018: £16,929,000), and

InfraRed Infrastructure Yield LP, £16,929,000 (2018: £16,928,000). Subordinated Debt interest accrued at 31

December 2019 totalled £50,301,000 (2018: £37,582,000), divided between BBPF LLP for £20,120,000,
Infrastructure Investments Limited Partnership for £15,091,000, and InfraRed Infrastructure Yield LP for

£15,091,000.

Controlling parties

The Directors consider the ultimate controlling parties to be Balfour Beatty plc, HICL Infrastructure pic, and InfraRed

Infrastructure Yield L.P.; in the ratio 40:30:30.
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Accounting estimates and judgements

Critical accounting judgements in applying the Group’s accounting policies

In the application of the Group’s accounting policies, the Directors are required to make judgements, estimates and
assumptions about the carrying amount of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that are considered to
be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised where the revision affects only that period, or in the
period of the revision and future periods where the revision affects both current and future periods.

Key sources of estimation uncertainty
The estimates and assumptions which have a significant risk of causing a material adjustment to the carrying
amount of assets and liabilities are as follows:

Service concession arrangement

As disclosed in note 1, the Group accounts for the project as a service concession arrangement. The Directors use
their judgement in selecting the appropriate financial asset rate to be applied in order to allocate the income received
between revenue, and capital repayment of and interest income on the finance debtor; and also the service margin
that is used to recognise service revenue. The Directors have also used their judgement in assessing the
appropriateness of the future maintenance costs that are included in the Group 's forecasts. The Directors will
continue to monitor the condition of the assets and undertake a regular review of maintenance spend.

Effective Interest Rate Calculation on index-linked debt

As disclosed in note 15, the Group has index-linked secured bonds and an index-linked bank secured term loan. The
Group calculates the effective interest rate of the index-linked debt, based on the assumption of a flat future rate of
inflation of 3.0% (2018: 3.0%). The Directors consider this rate to be a reasonable long-term estimate given future
uncertainty in inflation rates.

Post balance sheet events

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