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THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Brexit risk

The Group is exposed to Brexit risk as a result of the inherent uncertainty around the UK's exit from the
European Union, Whilst the Group 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 are passed on to the service providers. The obligations of
these subcontractors are underwritten either by performance guarantees issued by banks or by parent company
guarantees. Due to the evolving nature of the risk, the Board continue to actively monitor developments.

Golng Concern Risk

The Group recognises that there is uncertainty over the forecast 12 months cover ratios as a result of the
financial implication of the Major Project Party liquidation and potential future settisments with the North Bristol
Truat — with current forecasts being that the ratio will continue to be breached through to March 2021. The Group
has been successful In receiving waivers from the Lenders for ratio breaches to date and through discussions
with the Lenders, expects that any future covenant breaches as a result of the Settlement process would receive
waivers to March 2021 when ratios are expected to recaver.

Solvency and performance of sub-contractors

The solvency and performance of key sub-contractors is regularly monitored by the directors.The group's
operations are managed under the suparvision of its shareholders and funders and are largsly determined by
the detalled terms of the PFl contract which stipulates the monitoring of the key performance criteria on
operational activities detailed in the following section.

Key performance Indicators
Progress of the works

The group monitors the performance of the works to date by comparing it with the planned schedule agreed at |
financial close under the design and building scope of the project. In addition the client has the ability to levy
financial panalties and/or require remedial action in the event that defects are not rectified according to detailed
criteria set out in the project agreement. Phase 1 completion took place in line with both programme and
contractual completion dates on 268 March 2014. The Phase 2 works were not completed as scheduled on 28
September 2015 but subsequently completed on 28 July 2016. The group received mitigation under its
contractual arrangements as expectad and was not materially adversely affected by the delay. Following the
liquidation of the Construction Contractor, the liability for the remedlation of any Construction Defects is now the
responalbllity of the Group. Post Completion Works including the construcﬂon of a road, have been undertaken
in 2019.

Performance of the services

Now the project is in operation, the cllient has the ability to levy financial penaltles relating to non-availability of
facilities and/or require remedial action in the event that either performance standards are not achleved or
accommodation Is not available according to detailed criteria set out in the project agreement.

On 15 January 2018 the Major Project Parties for the Group ~ the Faclilities Manager (‘FM"), Carillion Services
Limited ("CSL"), the Construction Contractor for the Company, Carillion Construction Limited (“CCL") and its
Performance Guarantor, Carilllon Ple ("Carillion") - entered into compulsory liquidation. PricewaterhouseCoopers
("PWC") wera appolntod as Special Managers to ensure services continued whilst an altemative service
provider can be put in place. On 31st May 2018, CSL was terminated as FM provider and Bouygues E&S FM
UK Limited ("Bouygues”) was appointed as Interim Manager to deliver the FM services. Bouygues were
appointed as the full FM provider on 18th April 2019.

Due to the liquidation of Carillion, a number of Events of Defaults occurred under the Agreements. Liquidation of
a Major Project Party is coneidered an event of default; the FM provider default was rectified .with the
replacement of the full FM provider and the Construction provider default was waived by the lenders. The
increasad liability to provide post compietion construction works and also rectify defects has led to higher than
expected cashflows, leading to cover ratios reaching default levels under the Finance Agreements. This further
event of default, on submission of the March 2019 finance model was waived by the lenders in September 2019.
However, as the Events of Default remained at 31 December 2018, the Directors have reclassified all relevant
debts under the finance documents as current.

_Whilst the cover ratlo reaching default leve! as at March 2019 was waived by the lenders, the cover ratio is
forecast to continue to breach the defauit levels until March 2021, and these forecast events of default have not
been waived.

-2-
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THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

STRATEGIC REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Financlal psrformance

The Group has modelled the anticipated financial outcome of the project across its full term. The Gmup monitors
actual financial performance against anticipated performance. Income and expenditure for the year ended 31
December 2018 which are based on fixed long-term contracts have been in line with the directors' expectations -
with the exceptlon of FM services costs that have increased, due to the replacement provider following the
liquidation of Carlllion Services Limited and also the associated remedial costs. The signing of a permanent FM
agresment will continue to have an impact on costs as the agresment is at a higher price than the previous
permanent provider. The increase in costs resulted in a gross loss for the year of £1,475,000 (2017: £3,389,000)
and a logs before tax of £4,541,000 (2017: profit of £501,000). Following the liquidation of Carillion Construction
Limited, the llability to rectify defects now sits with the Group, therefore a provision of £7,151,000 has been
included in the financial statements (an increassd of £3,151,000 since 2017 following further work to identify the
financial impact of the liabilities taken on) and increases the loss for the year. The remainder of the icss is driven
by an increase in subordinated debt Interest, which is likely to continue. The balance sheet is in a net liabilities

‘position at year end due to the fair value of the swap liability. Current liabllities have increased from 2017 due to

the reclassification of Senlor Debt and an increased accrual for Sub Dabt Interest due to the project being in
default and not making Distribution payments in the year.

Safety performance

‘The-group- is-committed -to-providing a safe environment fcr its sub-contractors and those Impacted by its
activities. Safety reports are provided at each board meeting. These are reviewed by the directors who monitor
actual performance against anticipated performance using industry benchmarks. Appropriate action is taken
where necessary in order to ensure that all matters raised .are fully resolved and are compliant with safety
regulations. , ‘

This report was approvgd by the Board on- {9} ' i , ! ﬂ and signed on its behalf by:

Ao Svaun

ADClapp > SExell 8 White Oak Square
Director R Director Swanley .
peopp : BR8 7AG




THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their annual report and consolidated financial statements for the year ended 31 December
2018.

As at 31 December 2018, §0% of the company's share capital (The Hospital Company (Scuthmead) Holdings
Limitad) was held by PiP Infrastructure investments (Southmead) Limited and 50% by Infrastructure Investments
(Health) Limited. All these companies are incorporated in Great Britain.

Principal activities -

The Principal activities of the Group are the design, redevalopment, financing, operation and maintenance of
Southmead Hospital under the Government's Private Finance Inltiative ("PF|”) for a period of thirty years after
completion of construction pursuant to and in accordance with the terms of an agresment with the North Bristol
NHS Trust. The Group continued with these activities through the year and will continue In this activity for the
foreseeable future. -

Directors

The directors who held office dunng the year and up to the date of signature of the financial statements were as
follows:

. - e . i e

N Cole (Resigned 26 April 2019)
M C Wayment

A B Deacon (Resigned 12 August 2019)

C G A McLead (Resigned 29 November 2018)
E A Wilson (Appointed 4 January 2018)

A D Clapp (Appointed 30 April 2019)

S Exell (Appointed 12 August 2019)

Results and dividends
e R “The directors do not recommend the payment of a dividend (2017: £nil)

Directors' indemnity
—-2 - .- .2-The Articles of Assoclation:of the Company provide that in certain circumstances the directors are entitled to be
~+ -~ indemnified out of the assets of the Company against claims from third parties in respect of certain liabilities
2 o @fising-inzconnection;with:the performance-of their functions, in accordance with the provisions of the UK
=5 e -COMpanles Act 2006. Indemnity provisions of this nature have been. in place during the financial year but have
not besn utilised by the directors.

Post reporting date events
Post balance sheet events
-. .- —Events of Default-under the ﬂnandng agreements that had occurred at the balance sheet date were liquidation
~---- of a major project party (both FM provider - Carillion Services Ltd, and Construction contractor — Carillion
P, .‘construcﬂonud). Cover ratio breaches also arose on submission of the 31 March 2018 model, caused by the
*« -~-- - forecast increased cash outflows. On 18 April 2019 Bouygues E&S UK Limited were appointed as full FM
provider which rectified the event of default relating to the FM liquidation. The other two Events of Default
. . relating to CCL's liquidation and the default level ratios ware waived by lenders on 16 September 2018.

. ... . .:.Settlement Agresment 3 with the Trust was signed on 25 April 2019 and paid for in installments throughout the
- 2019 financial year. Settilement Agreement 4 relating to Fire remains in negotiations with the Trust.

Future developments
The directors continue to develop the business in {ine with the contract and the progrsss of works is dascribed
on page 2 of the Strategic Report.

-4-




THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Statement of dlsclosure to auditor

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

Auditor
Pursuant to ssction 487 of the Companies Act 2008, the auditor will be deemed to be reappointed and KPMG
LLP will therefore continue in office.

Change In Facllities Manager

On 15 January 2018 the Facilities Manager ("FM") for the Company, Carillion Services Limited ("CSL"), the
Construction Contractor for the Company, Carillion Construction Limited ("CCL") and its Performance Guarantor,
Carillion Plc (“Carillion”) entered into compulsory liquidation. PricewaterhouseCoopers {(“PWC") were appointed
as Special Managers to ansure services continued whilst an altemative service provider can be put in place. On
31st May 2018, CSL was tarminated as FM provider and Bouygues E&S FM UK Limited ("Bouygues”) was
appointed as Interim Manager to deliver the FM services. Bouygues were appointed as the full FM provider on
18th April 2019.

Golng Concern

The Group is in a net liabilities position as at 31 December 2018 due to the falr value of the interest rate and RP!
swaps and is In a net current liability position due to the re-classification of certain liabilities as cumrent as
detailed below. On 15 January 2018 the Facilities Manager ("FM") for the Group, Carillion Services Limited
("CSL"), the Construction Contractor for the Group, Carillion Construction Limited ("CCL") and its Performance
Guarantor, Carillion Plc ("Carillion") entered into compulsory liquidation. This resulted in the project entering
technical default, as' the liquidation of the FM provider, the Construction Contractor or their parent guarantor is
an Event of Default in the Facilities Agresment PricewaterhouseCoopers ("PwC") were appointed as Special
Managers to ensure services continued whilst an alterative service provider was put in place. In addition, cover
ratio breaches were caused by the forecast increased cash outflows resulting from financial impact of the above
events which resulted in a further event of default. .

_The Directors have acted to resolve the Events of Default. On 31st May 2018, CSL was terminated as Facilities '

Manager and Bouygues E&S UK Limited ("“Bouygues’) was appointed Agent of Operations to deliver the

- Facilities Management Services. On 18 April 2019 Bouygues were appointed as full FM provider which rectified

the event of default relating to the FM liquidation. The other two Events of Default relating to CCL's liquidation

- and the default levs! raﬂos were waived by lenders on 16 September 2019.

As the Events of Defaulbs remained at 31 December 2018, the Directors have redasslﬂed all relevant debts
under the finance documents as current. The implications of an Event of Default are that the Lenders have a
number of rights/remedies avalilable to them which Include requiring that the amounts cwing under the finance
documents are immediately repaid in full.

However, there is current uncertainty over the projected 12 month Debt Service Cover Ratlo as a result of the
financial implication of the above events and potential future settiements with the North Bristol Trust — with

- current forecasts being that the ratio will continue to be breached through to March 2021. As noted above, the

Group has besn successful in recelving waivers from the Lenders for ratio breaches to date and through
discussions with the Lenders, expacts that any future covenant breaches would receive waivers to March 2021
when ratios are expected to racover.

. Although there is no certainty that the lenders will provide waivers for future covenant breaches and will not

exercise their rights under that Event of Default and as such there is an uncertainty that may cast doubt over the
Company's abliity to continue as a going concem and, therefore, that it may be unable to reallse its assetis and
discharge its liabllities in the normal course of business, these financial statements do not include any
adjustments that would result.




THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

DIRECTORS' REPORT (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

On behalf of the board

A D Clapp ' S Exell.
Director Director

~ T SIS Swe e sresmtemsn e bt s o e
T D R e R S T A o S VR A




THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

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 group and parent company financlal statements for each financial
year. Under that law they have elected to prepare both the group and the parent company financial statements
in accordance with International Financial Reporting Standards as adopted by the European Union (IFRSs as
adopted by the EU) and applicable law.

Under company law the directors must not approve the financlal statements unless they are satisfied that they
_give a true and fair view of the state of affairs of the group and parent company and of their profit or loss for that
period. In preparing each of the group and parent company financial statements, the directors are required to:

« galect suitable accounting policies and then apply them consistently;
+ make judgements and estimates that are reasonable, relevant and rellable;
~ * state whether they have been prepared in accordance with IFRSs as adopted by the EU;

» assess the group and parent company’s ability to continue as a going concem, disclosing, as applicable,
matters related to going concem; and

e _uae*the going=concem=baslis-of-accounting unless they either intend to Ilqundata the group or the parent +~emeees =
T -company or to cease operations, or have no realistic alternative but to do so. T

The directors are responsible for kesping adequate accounting records that are sufficient to show and axplain
the parent company's transactions and disclose with reasonable accuracy at any time the financial position of
the parent company and enable them to ensure that its financial statements comply with the Companies Act
2008. They are responsible for such intemal control as they determine Is necessary to enable the preparation of
financial statements that are free from material misstatement, whethaer 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 group and to
prevent and detect fraud and other irregularities.

P e )




INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS
LIMITED ‘

Opinion

We ‘have audited the financial statements of The Hospital Company (Southmead) Holdings Limited
(“the company”) for the year ended 31 December 2018 which comprise the Group Income Statement, Group
Statement of Comprehensive Income, Group Statement of Financial Position, Company Statement of
Financial Position, Group Statement of Changes in Equity, Company Statement of Changes in Equity,
Group Statement of Cash Flows, Company Statement of Cash Flows and related notes, including the
accounting policies in note 1.

In our apinion the group 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 2018 and of the group’s loss for the year then ended; :
have been properly prepared in accordance with International Financial Reporting Standards as

adopted by the European Union (IFRSs as adopted by the EU);

the parent company financial statements have been properly prepared in accordance with IFRSs as

adopted by the EU and as applied in accordance with the provisions of the Companies Act 2006, and

the financial statements have been prepared in accordance with the reqwrements of the Companies Act
2006.

Basis for opinion :

We conducted ‘our -audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Our responsibilities are described below. We have fulfilled our ethical responsibilities 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.

Material uncertainty related to going concern
-~ - We draw attention to note 1.2 to the financial statements which indicates that under the Group's financing
=z e ggreement,-an event of default is forecast to occur until March 2021 in respect of cover ratios which has not

- . been waived and.is not forecast to be able to be remedied. The Group is reliant on the lenders waiving these
==events:of-default-=These -conditions;-along=with the other matters explained in note 1.2, constitute a material
. ..IZ= uncertainty that.may.cast.significant doubt.on the Group's ability to continue as a going concern. Our opinion is

not modlf ed in respect of this matter.

: Strateguc report and directors’ report ' . . . - L

i 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. .

it sime amesen e QUL FESPONSibility is-t0- read.the -strategic report and tﬁe directors’ report and, in doing so, consider whether,
based on our financial statements audit work, the information therein is materially mlsstated or inconsistent with
the financial statements or our audit knowledge. Based solely on that work:

we have not identified material misstatements in the strategic report and the directors’ report;
in our.opinion the information given in those reports for the financial year is consistent with the fi nanmal
statements; and

-in our opinion those reports have been prepared in accordance with the Companies Act 2006




INDEPENDENT AUDITOR'S REPORT (CONTINUED)
TO THE MEMBERS OF THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS
LIMITED

Matters on which we are required to report by exception
Under the Companies Act 2006, we are required to report to you if, in our opmlon

« 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

» the parent company financial statements are not in agreement with the accounting records and returns; .
or ,

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

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

We have nothing to report in these réspects.

. : Dlrectors responsibilities
4 As explained more fully in their statement set out on page 7, 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 I|qU|date 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 deasnons of users taken on the basis of the financial statements

o mIeEi A fuller'?de’scription';;of, .ourf.:-responsibilities is provided on the FRC's website at www.frc.org.uk/
auditorsresponsibilities. ’

~ mmerze 2 - mseeThe-purpose of our audit work and to whom we owe our responsnbllltles o o
- —- This-report-is-made ‘solely-to the:company’s:members, as a body, in accordance with Chapter 3 of Part 16 of the
et = -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.

Richard Lomax (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor-
Chartered Accountants

3 Assembly Square

Britannia Quay

Cardiff

CF10 4AX

20 November 2019




THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

GROUP INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2018

. 2018

Notes £'000
Revenue . . - ‘ , A 3 18,376
Cost of sales 3 (19,851)
Gross lose , . ” (1,475)

" Investment Income 8 45,108
Finance costs 7 (48,174)
(Loss)/profit before taxation I (4,541)

-Tax on (loss)/profit ' ' 8 788

{Loss)/profit for the financlal year o (3.742)

— T b

2017
£000

1,138
(14,507)

(3,368)

44,544
(40,674)

501

(318) .

185

—_—
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THE HOSPITAL COMPANY (SOUTHM‘EAD) HOLDINGS LIMITED

GROUP STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2018

2018

£000
(Loss)profit for the year . ‘ (3.742)
Other comprehensive Incom§
Cash flow hedges (loss)/gain arising in the year (8686)
Tax relating to other comprehensive income 148
Other comprehonsive Income for the year , - (718)
Total comprehensive income for theyear - 4 (4,480)

S11-




THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

GROUP STATEMENT OF FINANCIAL POSITION

" AS AT 31 DECEMBER 2018
2018 2017
Notes £'000 £000 £000 £'000
Non-current assots .
Other financial assets 11 554,853 552,502
Deferred tax assets 16 _ 25,0085 24175
580,048 576,877
Current assets
Other financial assets 1 7,453 2,095
Trade and other receivables 12 12,333 : 10,160
Cash and cash equivalents A 36,627 » 31,614
56,413 " 43,8689
Current liabliities A . B
Other interest bearing loans and : '
borrowings 14 (471,988) (4,765)
Provisions 16 (7,151) ~ (4,000)
Trade and other payables 13 (32,258) . (12,007)
(511,3886) (20,772)
Net current (llabliities)/assots : (454,083) ‘ 23,087
Total assets Ioss current liabllitles . . . _ 125,085 A 599,774
Non-current liabliitles
Other interest bearing loans and - ,
..=sz—= borrowings EIIITET 14 (92,6880) (563,805)
=~ . Derivative financial instruments | (143,075) (142,209)
(235,765) - (708,014) .
Net llabllities R (110,700) (108,240)
Equity
Called up share capital ' 17 : 1 1
Hedging reserve (118,751) (118,033)
Retained eamnings : ‘ 8,050 1" .792
Total equity L (110,700) (1os 240)

“12-



THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

GROUP STATEMENT OF FINANCIAL POSITION (CONTINUED)
AS AT 31 DECEMBER 2018

'and :r;:;grzdo;its behalfby: . % 5

ADClapp ' S Exell
Director Director . e
Company Raglstration No. 7080964

-13:



‘THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

COMPANY STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2018
2018 2017

Notos £'000 £'000 £'000 £'000
Current asssts
Other noolvcblaa . 12 19,121 2,505
Other financlal amts ‘ 14 87,430 97,430
Investmenta ) 9 1 1
Total sssets less current llabllitlés 118,662 98,938
Current liablitiies 13 O (18,421) (2,505)
Non-current llabllitles S 14 . (e7.430) ~ (97.430)
Total Niblitiés : (18851 (99,835)
‘Notasssts. 1 1
Equity A ’ n
Called up share capital 17 1 -1
Total squity B ‘ 1

The profit and losa reault for the year Is Enil (2017: £nll).

The ﬂnanclal stitements were’ approvod by the board of directors end ‘authorised for Iaaue on. 'ﬂ ’ AL l | ‘3
and are signed on Its behalf by:

ADClapp  SExell - ' B
Director Director ’

Company Registration No. 07080964 ' e R,

-14.




THE HOSPITAL CONPANY (SOUTHMEAD) HOLDINGS LIMITED

GROUP STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Balance at 1 January 2017

Year ended 31 December 2017:
Profit for the year
Other comprehensive income:

Cash flow hedges gains arising in the year
Tax relating to other comprehensive income -

. Total comprehen}slve income for the year
Balance at 31 December 2017
Year ended 31 December 2018:

lLoss for the year LT
Other comprehensive income:

Cash fiow hedges gains arising in the year -

Tax relating to other comprehensive income
Total comprehensive income for the year

Balance at 31 December 2018

Total

Share Hedging Retalned

capital reserve  eamings _

£000  £000 £'000 £'000
1 (131243) 11807 . (119,835)
. ; 185 185
- 15918 - 15918
- (2,708) - (2,708)
- 13210 185 13,395
1 (118,033) 11,782  (108,240)
- . (3742)  (3.742)
- (868) - (888)
- 148 - 148
- (718)  (3.742)  (4.460)
1 (118.751) (110,700)

8,050




THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Balance at 1 January 2017

Year ended 31 December 2017:
Profit and total comprehensive income for the year

Balance at 31 December 2017

Year ended 31 December 2016:

Profit and total comprehensive income for the year

Balance at 31 December 2018

Share Total Equity
caplital
£'000

| NN

i
-l '

£000

Il l-‘
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THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED |

GROUP STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

2018 2017

‘Notes £000 £'000 £000 £'000
Cash flows from operating activities
(Loss)/profit for the year B (3,742) 185
Financial income e (45,108) (44,544)
Financial expense 7 48,174 40,874
Taxation 8 (799) : 316
(Increase)/decreass in trade and other : .
receivables .. - ‘ . {9,728) 3,357
Increase/(decrease) In trade and other
payables 7,085 " (2,382)
" Tax paid : ‘ ’ (230) ‘ {527)
Net cash outflow from oporatlng activities {4,348) A (2,821)
Investlng actlvltleo
Interest received on bank deposits 78 83
Net cash generated frominvesting activities 78 83
Financing activities
Interest received on finance receviables : 45,108 - 44,544
Interest paid and similar expenses (31,115) (38,889)
Repaymant of borrowings (4,710) (4,412)
Not ca:h generated from ﬂnanclng : .
activities —==.. ST . - 9,283 - 1,443 . T
Net Incnuel(decmu) in cash and cash A e RE -
equivalents:; = --5,013 (1,385). - == s
Cash and.cash-equivalents at beﬁinnlng’oﬁVear : | 31,614 33,009
Cash and cash equlvalents at end of year 36,627 . 31,614

-17-




THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

COMPANY STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2018

Notes

Cash flows from operating activities
(Loss)/profit for the year '
Investment income

Finance costs

Net cash outfiow from operating activities

Investing activities
Interest received

Net cash (used In)lﬁonontod from
Investing activities

Financing activities
Interest paid on loan facilities -

Net cash used in financing activities

Neot Increaso/(decreass) In cuhrand cash .
equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

-18-

£000

(16,818)
16,6818

N

2017

£'000

3,891

(3,881)

£'000

(9.626-)
9,626

3,891

(3,991)

!




THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1 Accounting policles

Company information

The Hospital Company (Southmead) Holdlngs Limited (*the oompany ") is a private limited oompany
domiciled and incorporated in England and Walas, in the UK. The registered office is 8 White Oak Square,
London Road, Swanlsy, Kent, BR8 7AG and the registered number is 07080008.

The Group consists of The Hospital Company (Southmead) Holdings Limited and Its subsidiary.
|

11 Accounting convention

The Group financial statements have been prepared and approved by the directors in accordance with
International Financial Reporting Standards as adopted by the EU ("Adopted IFRSs")

The financial statements are presented in pound sterling, which Is the functional currency. All amounts In
these financial statements are rounded to the nearest thousand.

) .--.-. = ---The financial statements are prepared on the historical cost basls except that the following assets and
-meszmme—— - ligbilities are stated at their fair value: financial instruments classified as fair value through the profit.

New standards and Interpretations applicable from 1 January 2018
Standards and interpretations mandatorily applicable from 1 January 2018 have no material impact on the
Group's financial statements at 31 December 2018. These are mainly:

« |FRS 15 "Revenue from contracts with customers” -

« IFRS 8 "Financial instruments".

Standards and Interpretations adopted by the IASB but not yst applicable at 31 December 2018.
The Group has not applied early the following standards and interpretations that could concern the Group
and of which application was not mandatory at 1 January 2018:

* IFRS 16 "Leases"
A study of the impacts and practical consequences of applylng these standards, amendments and
lnterpretatlons s under way.,

Basls of conaolldaﬂon
-2 .. =Subsldiaries are entities :controlled by the Group. The financial statements of subsidiaries are included in
- -the consolldated financial statements from the date that control commences to the date that control ceases.

srimos, s

~=. =z oo 2o Transactions:are-eliminated -upon:-consolidation. Ihtra-gmup balances and transactions and any unrealised
R - ~ income and expenses ariging from intra-group transactlons are eliminated in preparing the consolidated R
T financial statements. LTI

e, e e e - —-NO.profit or loss Is presented for. the company as permrtted by section 408 of the Compames Act 2006 The
: profit for the year was £nil (2017; £nil),
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THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1  Accounting policies _ (Continued)

1.2 Golng concern

- . The Group is In a net llabillﬂes posmon as at 31 December 2018 due to the fair value of the Interest rate

and RPI swaps, and is in a net current liability position due to the re-classification of certain liabilities as

current, ae detailed below. This is a non-cash item and does not affect the cashfiows of the Group and the

liability Is expected to unwind over the life of the project. The directors have reviewed the Group's cash flow

forecast and profit projections over the concession pericd. The foracasts demonstrate that the Group

. expects to.comply with its banking covenants, subject to the breach of future cover ratios to March 2021
noted below, and mest its liabilities as they fall due for the foreseeable future assuming that debts are not

called due to forecast future Events of Default. The directars therefore believe it is appropriate for the

_____ financial statements to be prepared on a going concern basls.

On 15 January 2018 the Facilities Manager ("FM") for the Group, Carillion Services Limited ("CSL"), the
- . Construction Contractor for the Group, Carilllon Construction Limited ("CCL") end its Performance
Guarantor, Carillion Plc ("Carillion”) entered into compulsory liquidation. This resulted in the project entering
technical default, as the liquidation of the FM provider, the Construction Contractor or their parent guarantor
T - Is an Event of Default in the Facilities Agreement. PricewaterhouseCoopers ("PwC") were appointed as
—immsn k= o Special Managers to ensure services continued whilst an altemative service provider was put in place. In____
addition, cover ratio breaches were caused by the forecast increased cash outfiows resulting from financial

impact of the above events which resulted in a further event of default.

As the Events of Defaults remained at 31 December 2018, the Diractors have reclassified all relevant debts
under the finance documents as current. The implications of an Event of Dafault are that the Lenders have
a numbar of rights/remedies available to them which include requiring that the amounts owing under the
finance documents are immediately repaid in full.

The Directors have acted to resolve the Events of Defauit. On 31st May 2018, CSL was terminated as

Facilities Manager and Bouygues E&S UK Limited ("Bouygues®) was appointed Agent of Operations to

deliver the Facilites Management Services. On 18 April 2018 Bouygues were appointad as full FM provider
--- - ——~ - Which rectified the event of default relating to the FM liquidation. The other two Events of Default relating fo -
= — z———CCL's liquidation-and the default level ratios were waived by lenders on 16 September 2018,

2 gz e =

- e = — -Howaver, there is current uncertainty over the projected 12 month Debt Service Cover l'ia—tlc::—as“a—_rgéalt~ of
::;;Lf“;;.__,_ the financlal implication of the above events and potential future settlements with.the North Bristol Trust —_

i =~ with-current forecasts being that the cover ratio will continue to be breached through to’March 2021 which
- T s - =igtnot-forecast to bo able:to be remedied. As noted above, the Group has been successful In receiving
A TS “waivers from the_Lenders for ratio.breaches to date and through discussions with the.Lendsrs, expects. that,_%___, —— .
oo czion.Z..any future.covenant breaches would receive waivers to March 2021 when ratios are expected 1o recover... e =

LSRR — - -

- _' " The Group continues to trade normally and as at the date of signing the financial statements and” the '
T ~——~Umtary Charge continues to be paid. Given the above, at the time of approving the financial statements,

cial o= o= the Directors have a reascnable expectation that the Group has adequate resources to continue in
- - - operational -existence for the foreseeable future. Thus they continue to adopt the golng concern basis of
: accounting in preparing the financial atatements.

- —_ et e -~

. -. ==~ _ However, there is no cerainty that the lenders will provide waivers for future covenant breaches and will

) >not exercise their rights under those Events of Default as they arise and as such there is a material
uncertainty that may cast significant doubt over the Group and Parent Company's ability to continue as a
going concern and, therefore, that it-may be unable to realise its assets and discharge its liabilities in the
normal course of business. These financlal statements do not include any adjustments that would result.




'THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1  Accounting policies (Continued)

, Classification of financial instruments issued by the company
R Following the adoption of IFRS 8, financial instruments issued by the company are treated as equity only to

the extent that they meet the following two condition:

(a) they include no contractual obligations upon the company to deliver cash or other financial assets

or to exchange financial assets or financial liabilities with another party under conditions that are
potential unfavourable to the company; and

(b) where the instrument will or may be settled in the company's own equity instruments, it is either a

non-derivative that includes no obligation to deliver a variable number of the. company's own equity
instruments or Is a derivative that will be settied by the company 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 tekes the legal form of the company's own shares, the amounts presented in

these financial statements for called up share caplital and share premium accounts exclude amounts in

relation to those shares.

Impaiment excluding deferred tax assets
Financial assets (including receivables)

A financlial asset not camied at fair value through profit or loss is assessed at each reporting date fo
determine whether there is objective evidence that it is impalired. A financlal assat 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 an be estimated rellably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the
difference between its camrying amount and the present value of the estimated future cash flows discounted
at the asset's original effective Interest rate. Interest on the Impaired asset continues to be recognised

- —me= - -- = - through the unwinding of the discount. When a subsequent event causes the amount of impairment loss to
decrease, the decreass in impairment loss is reversed through profit or loss.

Revenue

> ... “.=z2 = - r The Group adopted-IFRS 15 on-1 January 2018. Given that the impacts identified were not material, the
~ - o =."- = -2017 data presented for the purpose of comparison were not adjusted.

. TR USRI L IService™revenue trepresents revenues -from the provnslon of construction services to Private Finance

: —— InantNe-("PFl") projects-calculated-as the fair value of services provided. A margin is recognised on the

e - *8@IViCO provided which-is reimbursed-to the company along with the value of construction over the duration

- - of the concession by the grantor through payment of a unitary charge in line with the Project Agmement of
25 February 2010.

Contracts with customers .

- .- -In accordance with IFRIC 12 and the various provisions of adopted IFRSs, the company has determined
the appropriate treatment of the principal assets of, and income streams from PFl and similar contracts.
Results of all contracts with customers which fall within the scope of IFRIC 12 conform to the following
policies depending on the rights to consideration under the contracts.
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THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1 Accounting policles (Continued)

Contracts with customers treated as financlal assets

The Group recognises & financlal asset arising from a service concession arrangement when It has an
unconditional contractual right to receive cash or another financial asset from or at the grantor for the
construction or upgrade services provided. Such financlel assets are measured at falr value upon initial
recognition. Subsequent to initial recognition, the financial assets are held at amortised cost.

Revenue Is recognised by allocating a proportion of total cash receivable to construction income and
sarvice income. The consideration received will be allocated by reference to the relative fair value of the
services delivered, when the amounts are separately identifiable.

During the construction phase, revenus is recognised at cost, plus attributable profit to the extent that this
is reasonably certain, in accordance with IFRS 15. Costs for this purpose include valuation of all work done
by subcontractors whether certified or not, and all overheads cother than those relating to the general
administration of the relevant companies. -

= .. During the operational stage, cash received in respect of the service concessions is allocated to seivi&; -
. ...and maintenance revenue based on its fair value, with the remainder being aliccated bstween capital
repayment and interest income using the effective intereet method.

The finance receivables are held as loan or receivable in accordance with IFRS 9: 'Financial instruments:
Recognition and measurement'. Finance receivables are recognised initially at falr value. Subsequent to
initial recagnition, finance receivables are measured at amortised cost using the effectlve interest method
less any impairment losses.

-22-



THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1 Accounting policies {Continued)

1.3 Financial Instruments
Non-derivative ﬂnanclal mets

The Group Initlally recognises loans and recelvables and deposits on the date that they originated. The
Group derecognises a financial asset when the contractual rights to the cashfiows from the asset expire, or
it transfers the rights to receive contractual cashflows on a financial asset in a transaction in which
substantially all the risks and rewards of ownership of the financial assst are transferred.

Financial assets and liabilities are offset and the net amounts presented in the balance shest when and
only when the Group has a legal right to offset the amounts and intend either to settle on a net basis or to
realise the asset and settie the liabllity simuitaneously. Non-derivative financial instruments comprise
investments in equity and debt securities, trade and other receivables, cash and eash equivalents, loans
and borrowings, and trade and other payables.

Trade and other receivables
wmnasmi e vz Trade and other-receivables are recognised initially at fair value. Subsequent to initial recognition they are -
- - - —o— . —measured at amortised cost using the effective intereat method, less any impairments lossas.

Cash and cash squivalents

Cash and cash equivalents comprise cash balances and all cash deposits. Bank overdrafits that are
repayable on demand and form 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.

Restricted cash

s The Group Is obligated to kéep a separate cash reserve in respect of future major maintenance costs
T —— -and genior debt-service —This restricted cash balance, which is shown on the balance shest within the
~wEess Lwe D _Ycash at bank and in hand” bélance, amounts to £19,870,000 at the year end (2017: £19,124,000).

Non-derivative financlal llabllitles ' : -

: ... - The Group initially recognises.debt securities issued and subordinated liabilities on the date that they are

L%‘i—?mmx;é;ongmaﬁadwﬂl other-financial:liabilities (including liabilities designated at fair value through the profit and

=o wss i e tloss)raretrecognised:initially:on-the trade date, which is the date the company becomes party to the
contractual provision of the instrument.

- -==-= = ~ - ~The Group derecognises the llability when its contractual obligations are discharged, cancelled or expire.

: - - The Group classifies non-derivative financlal liabiilties into the other liablliies category. Such financlal
=.- = = - - =liablilittes areinitially recognised at fair value plus any directly attributable transaction costs. Subsequent to
— - »— - —- - -—initial recognition; these liabilities are measured at amortised cost using the effective interest methed.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less atiributable transaction costs.
Subsequent to -initial recognition, interest-bearing borrowings are etated at amortised cost using the
effective interest method, less any impairment losses.

Trade and other payables

Trade and other payables are recognised initially at fair value. Subsequent to initial recognltlon they are
measured at amortised cost using the effactive interest method.




THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018 '

1

Accounting policies {Continued)

impailrment of financial assets
Financial assets, other than those held at feir value through profit and loss, are essessed for Indlcators of
impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more events that
occurred after the Initial recognition of the financial asset, the estimated future cash flows have been
affected. if an asset Is impaired, the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset's original effective interest rate. The
impaiment loss [s recognised in profit or loss;

If there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversad. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been, had the impairment not previously been recognised.
The impairment reversal is recognisad in profit or loss.

Deraecognition of financlal assets Com e e ene

~ < Financial assets are derecognised only whan the contractual rights to the cash ﬂows from the asset explre .
- or are settled, or when the group transfers the financial asset and substantially all the risks and rewards of

ownership to another entity, or if some significant risks and rewards of ownership are retained but control of
the asset has transferred to another party that is able to sell the asset in its entirety to0 an unrelated third

party.
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THE HOSPITAL COMPANY (SOUTHMEEAD) HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1  Accounting policlea

14 Derivatives .
Derivative financlal Instruments and hodglng

Derlvative financial instruments
- The Group holds derivative financlal instruments to hedge Its interest rate risk and RPI exposure.

. On initial designation of the derivative as the hedging Instrument, the group formally documents the
relationship between the hedging instrument and hedged item, including the risk management objectives
and strategy in undertaking the hedge transaction and the hedge risk, together with the methods that will
be used fo assess the effectiveness of the hedging relatlonship. The Group makes an assessment, both at
the inception of the hedge relationship as well as on an ongoing basis, of whether the hedging instrument
are expected to be "highly effactive” in offsetting the changes In the fair value or cash flows of the
‘respective hedged attributable to the hedged risk. For a cash flow hedge of a forecast transaction, the
-—~transaction should be highly probable to occur and should present an exposure to variations in cash flows

that could ultimatsly affect reported profitorloss. . . . _

e

CEVar o  Kme e e emmAm—e. S—r— s

-+ ==~ Derivative financial Instru,menis are -recognised initially at fair value. Subsequent to initial recognition,
derivatives are held at falr value and changes therain as described below.

Cash flow hedges

Where a derivative financial Instrument is designated as a hedge of the variability in cash fiows of a
recognised asset or liabllity, or a highly probable forecast transaction, the effective part of any gain or loss
on the derivative financial instrument is recognised directly in the hedging reserve. Any ineffective portion of
the hedge is recognised Immediately in the income statement.
——=_= =~ .- ——=When:the forecast transaction subsequently results in the. recognition-of a-non-financlal asset or non-
~ == "=financial liability,” the “assoclated .cumulative gain or logs is Tefovad from thé hedging reserve and s
-2=included in the initial carrying amount of the non-financial asset or liability. _______._

aﬂ:—mﬁ'—mm

:If:a:hedge.of a-forecast:transaction subsequently results in'the raoognmon of af financlal ‘asset or a financlal
bility,:the_associated gains and-losses:-that were recognised directly in equnty are reclassified into profit or
- 7= ++|088 In the same period or periods during which the asset aoqulred or Ilablmy assumed aﬁects profit or logs,
i.e. whan mteraat income or expense is recognlaad T s
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THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LiMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1  Accounting policles . (Continued)
Determination of falr values.

A number of the company's accounting policies and disclosures require the determination of fair value for
both financial and non-financial assets and liabilities. Fair value have been detarmined for measurement
and/or disclosure purposes based on the following method:

Trade and other receivables

The fair value of trade and other recsivables, excluding construction work in progress, but including esrvice
concession receivable, is estimated at the present value of future cash flows, discounted at market rate of
interest at the reporting date. This fair valus Is determined for disclosure purposes or when acquired in a
business combination.

Denivatives

< " The fair value of Interest rate swaps is bassed on broker quotes. Fair valus reflact the credit risk of the ‘
Tt s = _=instrument.and:include adjustments-to- take account of the credit risk of the company and counterparty
. when appropriate.

Non-derivative financisl liabilitios

Fair value, which is determined for disclosure purposes, is calculated based on the prasent value of future
' principal and interest cash flows, discounted at the market rate of interest at the reporting date.

1.6 Taxatlon ’ '
The Group has entered into a composite trade agreement with the HMRC where by accounting proﬁts are
charged to corporation tax using tax rates enacted or substantially enacted at the balance sheet dates.

~=-=37 707 =T Tax on profit_or_loss for the year comprises current and deferred tax. Tax is recognised.in the income
=R e Te-gtatement except:-to the extent that it relates to items recognised directly In equity, In which case it is
reoognisad in equity.

- i~ A S st e, P p—

e TLERLEE . W I 5

c:mant tax

e, oo e 7= = Current tax is the expected. tax. payab!e or raceivable on the taxable income or loss for the year, using tax -
- Do o —ofates-enacted:or-substantively enacted at the balance shest date, and any adjustment to tax payable in ‘g

mpect of previous years.
. Deferred tax
. -~ . + - Deferred tex assets -and liabilities are offset rf there is a Iegally enforceable right fo offset current tax
e mm e ~-.--li@bMIties and assets and they relate to those taxes levied by the same tax authority as the same entity or a

e v -2 - different tax entity but they intend -to settle current tax liabilities and assets on a net basis, or their tax
- assets and liabilities will be realised sumultaneously

A deferred tax asset is recognised only to the extent that it is probabls that future taxable profits will be
avallable against which the temporary difference can be utilised.
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THE HOSPITAL COMPANY (SOUTHMEAD) HOLDINGS LIMITED

'NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

1  Accounting policies (Continued)

1.6 Expenses

Financing income and expenses -

Financing expenses comprise interest payable, finance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method and, unwinding of the
discount on provisions. 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. Financing income comprise interest receivable on funds invested and interest receivable
on the financial asset.

Interest income and interest payable is recognised in profit or loss as it aecfues. using the effective interest
methed. Dividend income is recognised in the income statement on the date the entity’s right to receive
payments is established. Foreign currency gains and losses are reported on a net basis.

=.z=.2..= 2 Judgements and key sources of estimation uncertainty

g T NTLR e e om e

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 relavant. Actual results may differ from these estimates.

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

- The estimates and assumptions which have a significant risk of causing a material adjustment to the
- camrying amount of assets and liabilities are as follows:

Construction Provision

maze e === === Following -the-liquidation -of - Carillion~the liability to rectify defects now sits with the Group, therefore a
- % .= =~ - = -provigion of £7,151,000 has been included in the financial statemants, this is an increase of £3,151,000
e e e ——— = fTOM-2017. -The -Directors-have-based -this judgement on survey resuits and quotes from external suppliers
iz = o oz ..@nd believe this to-be-an accurate forecast based on known defects and also includes some contingency
> eTe ... forprudence. However, this is subject to ongoing asset condition surveys and therefore could increase. The

== = ~--—=-+ r:z: lifecycle profile will also be reviewed as some defect items could be replaced through the lifecycle fund.

Contracts with Customers

Accounting for the service concession contract and finance debtor requires an estimation of service

margins,-finance debtor interest rates and associated amortisation profile which Is based on forecasted .
- resulits of the service concession contract. Lifecycle costs are a significant proportion of future expenditure.
Given the length of the Company's service concession contract, the forecast of lifecycle costs is subject to
significant estimation uncertainty and changes in the amount and timing of expenditure could have material
impacts. As a result, there is a significant level of judgement applied In estimating future Iifecycle costs. To

e - 2nz creduce the risk. of misstatement, future estimates of lifecycle expenditure are prepared by maintenance

: : experts on an asset by asset basis and periodic technical evaluations of the physical condition of the
facilities are undertaken. in addition, comparisons of actual expenditure are compared to the lifscycle
forecast. If lifecycle costs cumulatively over the remainder of concession Increase by 5% the impact on
revenue and loss in the year would be a increase in revenue of £34,264 and an decrease in the loss of
£5,711.
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i
i

Revenue ’
A 2018 2017
4 : . £'000 . £'000

Revenue analysed by class of business

Construction services 1,130 -
Operational services 12,870 5,859
Pass Through . .- .- ’ 4,081 4,888
Third Party 295 381
18,376 11,138

Contract balances o ' ‘
The following table provides information about opaning and closing receivables, contract assets and
contract liabilities from contracts with customers:

2018 2017

£'000 £000
Trade and other receivables 12,333 10,160
Other financial assets 562,408 554,597

. The contract assets primarily relate to the company's rights to conslderation for work -completed but not

billed at the reporting date on the company's PFl contract. The contract assets are transferred to
recsivables when the rights become unconditional. -

The amount of revenue recognised in the current peried from performanca obligations satisfied (or partlally
satisfied) in previous periods was £18,376,000 (2017: £11,138,000).

Auditor's remuneration
T OO . 2018 2017
Fees payable to the company's audmor' £'000 £'000 -

For audit services '
Audit of the financlal statements of the group and company ‘ 1 o1
Audit of the financial statements of the ' '

’ oompany‘s subsidiaries : 21 16

B e ey

2 L7

‘Employees

- —.~ —~ There were no employeeé during the year (2017: none). The directors have no contract of services with the
- - — -— company-(2017: none). Amounts payable to third parties in respact of directors' services were £61,000

{2017 £50,000).
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8 Investmentincome

Interest Income _
Intarest on bank depaosits
Interest income on financial assets

Total income
7 Finance costs

Ihtomt on ﬂnancI;I‘ Ii;bllnlei measured at amortised coot.
Interest on bank overdrafts and Ioans

8 Taxation

Current hx ‘
UK corporation tax on proﬁts for the current penod

Deferred tax :
Origination and raversal of timmg differences -

~

o e e *~Total tax (cradlt)lchange for the year recogmsod in the profit and loss -

aoeount P

2017

- £'000

318

-29-
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8 Taxation (Continued)

Factors that may affect future tax charges

A reduction in the UK corporation tax rate from 20% to 19% (effective from 1 April 2017) was substantively
enacted on 26 October 2015. Further reductions to 18% (effective 1 April 2020) were substantively
enacted on 28 October 2015, and an additional reduction to 17% (effective 1 April 2020) were
substantively enacted .on 6 September 2018. This will reduce the company’s future current tax change
.- -accordingly. The deferred tax aeset at 31 Descember 2018 has been calculated based on these rates. .

(Southmead) Limited

2018 2017
£'000 £'000
(Loss)/profit before taxation (4,541) 501
Tax using the UK corporation tax rate of 19% (2017: 19.25%) (883) 26
Changeintaxrate --- -1 .
Adjustments in respect of prior years ~ - 53 220
Taxation (crednt)lcharge for the year nacognisad in the profit and loss A
account . (788) 316
2018 2017
- P £'000 £'000
Deferred tax arising on: i . o .
o e e Deferred tax credlt nacognlsed in other comprehenslve income _ 148 . . .- —(2 706) e e
Fixed asset Investments o o
] S — ~ = -———Company
- 2018
£'000
Cost and net book value at the beglnmng and
end of the year - 1
Subaldiaries
Name of undertaking Registered Class of % Held
- office shares held Dlrect
The Hospital Company 8 White Oak Square, Ordinary
Swanley, Kent, BR8 7AG 100.00
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11 Financlal Instruments

Group Company
2018 2017 : 2018 2017
£'000 £000 £'000 £'000
Carrying amount of financlal assets
Debt instruments measured at amortised
-cost - - 554,853 - 552,502 116,551 99,936
Current Financial Assets 7.453 2,085 - -
Carrying amount of financlal llabllities
:Vleasured at fair value through profit or
oss '
- Other financial liabilities 143,075 142,209 116,551 99,936

[ mgpa. e CapdT ASTURGL TTRECC . L ENEEL
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11 Financlal Instruments : | (Continued)
Falr values of financlal Instruments
Trade and other receivables
The fair value of trade and other receivables, excluding construction contract debtors, is estimated as
—_ . . the present value of future cash flows, discounted at the market rate of interest at the balance sheet date
if the effect is material,
Trade and other payables

The fair value of trade and other payables is estimated as the present vaiue of future cash flows,
discounted at the market rate of interest at the balance sheet date if the effect is material.

Cash and cash equivalents

The fair_value_of cash_and.cash_equivalents Is estimated as its carrying amount where the cash is

smummee a0 mepes— clepayable.on-demand.- Where-it is not repayable on demand then the fair value is estimated at the

. — .. - presentvalue of future cash flows, discounted at the market rate of interest at the balance sheet date.
interest-bearing borrowings

Fair value Is calculated based on the present value of future principal and interest cash flow, discounted
at the market rate of interest at the balance sheet date, as per note 14, if the affect is material.

Derivative financial instruments

The fair value of interest rate and RP| swaps I3 based on market to markst valuatlons provided by swap
counterpames

Falr values

== ———=The fair.values.of.all financial.assets and financial liabilities by class together with their carrying amounts

T AR e LA U4 b e B

shown In the balance sheet are as follows:

e roup Group
TS e T *  Camrying amount = _ ——=-_"_Falr.value
R s 2018 2018
e £000 £000
~ -Finance debtor ' c= - 562,408 562,406
-_—-Trade and other receivables —— 12,333 12,333
-Cash and cash equivalents_-.. 36,627 36,627
. - Total financial assets — 811,366 811,368
Total financial liabilities at FV through P/L (143,075) (143,075)
Financlal IIQbIIItIes measures at amortised cost : ' )
.- Other interest-bearing loans and borrowings (583,228) (386,504)
_____ Trade and other payables {39.407) ' (39.407)
" Total financisl ilabilities measured at amortised cost (622.6835) (425911
Total financlal liabilities (765.710) (568,986)
~ Total financial instruments (154.344) ©_42.380
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11 Financlal Instruments (Continued)

‘Group Group
Carrylng amount Falr value
2017 2017
£000 £000
Other financial assets
Loans and receivables
Finance debtor ' ' 552,502 552,502
Trade and other recewables 10,160 10,160
~.— Cash and cash equivalents 31,614 31,614
Total loans and receivables , 684,276 - /594,276
" Total financial assets ‘ ‘ 584,278 ' 594,276
Total financial liabilities at FV through P/L {142,209) (142,208)
S - Financial liabilities measures at amortised cost
- -~ Other interast-bearing loans and borrowings (588,820) : (428,233)
Trade and other payables - (18,007) {(16,007)
Total financial liabilities measured at amomsed cost (604,827) (444,240)
Total financial liabilities (747,036) (586,448)
Total financial instruments A (152,760) 7,827
Fair value hierarchy

_ The table below analyses financial instruments measured at fair value, into a fair value hlerarchy based
R on the valuation technique used to determine fair value. ,

~s Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

S or.liability,.either directly (i.e., as prices) or indirectly (i.e., derived from prices)

[P A PN, i puli

(unabservable lnputs) ‘ .

= == —=—=——"The:group-does:not-have:any financial instruments that are measured 'by 'any other technique other than

T at Level 2.
2018 2017
) £000 £000
T T=====" Interest rate swaps , (112,217) " (121,238)
w5 Inflation rate ewaps (30.858) {20.970)
= . (143075)  (142.200)
Credit risk | ' .
Financial risk management

___Credit risk is the risk of financial loss to the group if a customer or counterparty to a financlal instrument
customers and investment securities.

The group receives its ravenue from a govarnment body and therefore is not exposed to significant risk.
The group invests cash and enters Into interest rate swap agreements with financial institutions. The
credit quality of these institutions is revieswed by the directors on a regular basis. As such the company's
exposurs to cradit risk Is reduced.

emle _Levelz _inputs.other. than quoted prices included within Level { that are observable for the asset ‘
~o.--Level :3; -inputs- for:-the asset or llability that are nol based on observable market data

-falls to meet its contractual obligations, and arises principally from the group's receivables from )
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11 Financlal instruments (Continued)

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. Therefore, the
maximum exposure to credit risk at the balance sheet date was £562,408,000 (2017: £552,502,000)
being the total of the carrying amount of financlal assets, excluding equity investments, shown in the

table above.
The maximum exposure to credit rigsk for trade receivables and other financial assets at the balance
sheet date by geographic region was:
2018 2017
_£000 £000

United Kingdom 562406 £52.502

— . —— - .. Th© maximum -exposure to credit risk for trade receivables and other financial agsets at the balance
sheet date by type of counterparty was:

' 2018 2017
. £000 £000
Government backed institutions - North Bristol NHS Trust - 562406 552,502
Credit quality of financlal agsets and impairments losses
s e e e -The aging of ﬁade and other receivables at the balance sheet date was:
g Govemment backed institutions - North Bristol NHS Trust 2018 2017 .
- not past due- e ) 582,408 - - 552,809
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1"

Financlal Instruments {Continued)

Liquidity risk
Financial risk menagement
Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due.

The company has adopted a cautious approach to liquidity management by endeavouring to maintain
sufficlent cash and liquld resources to meet its obligations as they fall due.

Cash flow hedges

The company's policy on derivative financial instruments is set out in Note 1 Accounting Policies. The
company deems that its hedging arrangements are affective and any annual movement on the valuation
of derivative financial instrument s incorporated in the hedging reserve. The company maintaine both an
interest rate and Inflation rate swap.

Market risk
Financial risk managément

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and
equity pricas will affect the company's income or the value of its holdings of financial instruments. -

Market risk - Interest rate risk
Profile

__ At the balance sheet date the interest rate profile of the company's interest-bearing financial instruments
was: :

it S Te e e 2018 S R ||| A S T
o £000 ‘ £000
Fixed rate instruments
--==Financial assets 582,406 Ceem - 552,502

Variable rate Instruments

- Financial liabilities {112.038) (720,195

{149.832) (187,693)

Sensitivity analysis

A ‘sensitivity analysis has not been performed on the basis that the majority of variable rates are
swapped for fixed rates and the group is not exposad to interest rate risk.

Capital management

The group manages its cash, bank loan and other overdrafis and equity as capital. The' group's principal
objective is that the group has sufficient capital to fund its operations. In developing business plans, the

.. directors consider the likely capital requirements and how to fund them. Additional capital is funded by

the least cost source at the time of fund raising.
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12 Trade and other receivables

Group Company
: 2018 2017 2018 2017 .
Amounts falling due within one year: £'000 £000 ° £'000 £'000
Trade debtors 6,266 5,758 = - -
Other receivables due from related parties - - 19,121 2,505
Corporation tax recoverable . 257 - - -
Accrued income 5,186 4,287 - -
Prepayments and other debtors 624 . 115 - -
Total debtors 12,333 10,160 19,121 2,505
13 Trade and other payables 7 o i
. i Group Company
‘ ' ’ 2018 2017 2018 2017
T ' N £'000 £'000 © £'000 " " £'000
Interest payable 27,249 " 10,458 - -
Trade payables _ 2,975 . 193 - -
Corporation tax payable - 96 - ' -
VAT . 346 685 - -
Other payables due to related parties - - 19,121 2,505
Accruals and deferred income 1,686 575 - -
o Com 32,256 12,007 19,121 2,505
14 Borrowings _ ‘
e B ) Group ) Company’ o
RSN LT LT U ’ 2018 2017 2018 2017
- T T S ‘ £'000. £'000 £'000 £'000
" Bank loans " - ' 467,249 471,140 - -
- - Loan due to parent undertaking S 97,430 97,430 97,430 97,430
TedEel WU TLL e 564,679 568,570 97,430 97,430
. . Current . ' 471,989 4,765 - -

"~ Non-current ~ ° B 92,690 563,805 97,430 97,430
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14 Borrowings {Continued)

Bank borrowings relate to term loan facilities granted. by banks. The above table shows those loan facilities
made available to the group and their level of utilisation at the balance sheet date.

The canrying value is stated above after taking into account interest and fees accounted for under Intemational
Financial Reporting Standards. The associated aggregate effective interest adjustment at the balance sheet
date was £18,549,000 (2017:£19,391,000). As the Event of Default remained at 31 December 2018, the
Directors have reclassifiad all relevant debts under the finance documents as current,

As at 31 December 2018, the amount utilised on the term loan facilities was £485,768,000 (2017:
£490,531,000 ) against a facility of £603,620,000.

On 15 September 2015, the company issued an aggregate total unsecured subordinated loan notes of
£97,430,000 repayable by 25 February 2045. -

The loan due to parent undertaking is shown as both a receivable and payable in the Group's consolidated .

__balance sheet as it is a pass through to the Shareholders for subordinated debt. —

e Ny SO o Shwazioms o S

-- Term loan facllities are provided by Lloyds Bank Plc (£245 598,000) and the Eumpean investment Bank (EIB) ———
(£240,199,000) which are secured by fixed charge on the company’s assets. Loan issue costs in respect of

these facilities have been deducted from the gross proceeds of the bank borrowings and are being amortised

using the effective interest rate method. The term loans are repayable in 80 instalments commencing on 31

March 2016. Interest is charged on amounts drawn under the facliities based on: floating LIBOR for Lloyds

bank facilities and on a fixed rate basis for the European Investment Bank facliity.

The company has entered into interest hedging agreements to be applied to the expected future borrowings
under the facilities. For the term facility provided by Lloyds Bank, five hedging agreements have been entered
into with Lioyds Bank, Royal Bank of Scotland, National Australia Bank, Credit Agricole and Socletis Generale,
all fixing the interest rato at 4.728%. . -

Lz Sl : ~ Nominal Year of Fair value  Fair value
——— e - e T Interest rate matunty 2018 _ 2017 3
Variabla-rate loans---Lloyds-Bank Plc 3.47% 2040 1 65,527 165.1 32 iy
Fixed rate loans - EIB. 5.78% 2040 162,841 165,671
Subon:lmated Ioan notes - -- 10.2% 2045 58,038 97.430
WRID Ll 388504 428233
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e et p———— e

Provisions for llabliities

_A provision has been recognised at £7,151,000 (2017: £4,000,000) to rectify defects which would have
been the obligation of Carillion Construction Limited prior to their liquidation in January 2018. The provision
has been estimated based on quotes obtained by external consultants and reflects the forecast liability that
now sits with the Group. The vast majority of the work will be completed within 2018. The Directors have
based this judgement on survey resuits and quotes from external suppliers and believe this to be an

be reviewed as some defect ltems could be replaced through the lifecycle fund.

.-accurate forecast based.on known.defects and also includes some contingency for prudence. However,
—this Is subject to ongoing asset condition surveys and therefore could incraase. The lifecycle profile will also

16 Deferred taxation
e e e The,fotlowingareﬁe.major_deferred.tax liabiliies and essets recognised by the group and company, and
movements thereon:
— e AB80t8 Agsets
) P _ ’ 2018 2017
Group - . £'000 £000
Tax losses 772 -
Derivative financlal instruments 24,323 24,175
25,005 24,175
- - Group Company
. - 2018 2018
Movements In the year: I . £'000 e'ooo .
Assetat1January2018- "~ T - e (24475)" S
Credittoprofitorloss—=="~ =~ . -~ 7 N ¢ ; ; ) R
Recognised in equity (148) -
Asset at 31 December 2018— - — * — - (28 gg) e T
SRPS——— 1 -1 - T B unrecognised deferred tax gains or losses. Deferred tax assets are provided in compliance

L i e 20 With IAS 12 a8 it is @xpected that there will be suitable taxable profits from which the future reversal of the

17

underiymg timing differances can be deducted.

“The.deferred tax asset at 31-Dacember 2018 has been calculated based on the rate of 17% substantively

enacted at the balance sheet date.

Share capital

Ordinary share caplhl
Issued and fully pald
1,000 Ordinary of £1 each

Group and company

~"2018 -

£'000

1

~ = 2017
£'000

1

m e ERR MO kR
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17 Share capital ' (Continued)

The holders of ordinary shares are entitled to recelve dividends as declared from time to time and are
entitled to one vote per share at meeting of the company.

18 Post reporting date events

Events of Default under the financing agreements that had occurred at the balance sheet date were
liquidation of a major project party (both FM provider - Carillion Services Ltd, and Construction contractor —
Carillion Construction Ltd). Cover ratio breaches aiso arose on submission of the 31 March 2019 model,
caused by the forecast increased cash outflows. On 18 April 2019 Bouygues E&S UK Limited ware
appointed as full FM provider which rectifled the event of default relating to the FM liquidation. The other
two Events of Default relating to CCL's liquidation and the default level ratios were waived by lenders on 16
. September 2018.

Settlement Agreement 3 with the Trust was signed on 25 April 2018 and paid for in instaliments throughbut
==—===-- - ~the 2019 financial year.-Settloment Agreement 4 relating to Fire remains in negotiations with the Trust.

19 Related party transactions - R,

Transactions with related parties
During the year the group entered into the following transactions w:th mlated parties:
Purchase of goods
2018 2017
£'000 £000
Group ' _
- PiP Infrastructure Investments Limited (Director fees) . 25 24
e pimm Infrastructure Investments (Health) Limited (Director fees) - 25 24
: =—<r— PiP Infrastructure Investments Limited (Subordinated Distribution) =~ = - 3,891
Leteemrm E TR Infrastructuire Investments (Health) Limited (Subordinated D!stribut;on) — T 3,991
3 i ' §0 8,030
PR o e o i ' . Payables outstanding -
: 2018 2017
£'000 £'000
) Group :
coeie T = « -~ PIiP Infrastructure Investments Limited-(Subordinated Distribution) 58,276 49,978

-- === = - Infrastructure Investments (Health) Limited (Subordinated Distribution) 58,276 49,978

—C e—
— ===

. 20 Uitimate parent company and parent company of larger group

---+ —-— .— - There ls-no ultimate parent company. As at 31 Decamber 2018, 50% of the company’s share capital was .
- === -+ " --=- held by PiP Infrastructure Investments (Southmead) Limited and 50% by Infrastructure Investments

(Heaith) Limited. Both companies are incorporated in Great Britain with the following registered addresses,

m - - PIP: Cannon Place, Cannon Strest, London, EC4N 6AF. Infrastructure investments: 12 Charles |l Street,
London, SW14 4QU. These financial statements represents the smallest and largest group in which the
Company s results are consolidated.
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