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BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

REPORT OF THE DIRECTORS
for the Year Ended 31 December 2020

The directors present their report with the audited financial statements of the company for the year ended 31 December
2020.

PRINCIPAL ACTIVITIES

The principal activities of the company in the year under review were those of owning and managing its portfolio of
properties in the Birmingham and Solihull area as part of the government sponsored Local Improvement Finance Trust
(LIFT) initiative. : : s

REVIEW OF BUSINESS ‘
The company invests in primary healthcare infrastructure in the Bummgham and Solibull area and has a portfolio of three
operational investment properties for which a full year of rental income was received.

There was an increase in the value of the company's investment properties during the year from £42,036,000 to £42,463,000,
which is reflected in the value reported in the financial statements.

It is anticipated that future developments will be owned by related Fundcos and therefore no further properties will be added
to the portfolio.

: . Wl :
The level of operating activity is expected to increase in line with inflation in the year to 31 December 2021.

The principal risks and uncertainties of the business relate predominantly to tenant default on rental payments. As tenancies
are predominantly with Community Health Partnerships Limited (a company owned by the Department of Health and Social
Care), the risk of tenant default is considered to be low.

DIVIDENDS -

The total distribution of dividends for the year ended 31 December 2020 was £109,233 (2019 - £267,672).

DIRECTORS
The directors shown below have held office during the whole of the perrod from | January 2020 to the date of this report.

J R Taylor

JE Keyte

P Sherriff

M Grinonneau ' A . I B
J C Heath

Other changes in directors holding office are as follows:

R G E Williams - resigned 1 March 2020
H L Cashmore - appointed 1 March 2020 , 0
Directors were not remunerated by Birmingham and Solihull LIFT (Fundco 3) Limited, but by their respective employing
entities. VoL i
!
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DocuSign Envelope ID: 3B45A524- 9483-4080 B324-36D24C4B1840

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

REPORT OF THE DIRECTORS
for the Year Ended 31 December 2020

FINANCIAL RISK MANAGEMENT »

The company's financial risk management objective is broadly to seek to make neither a profit nor a loss from exposure to
interest rate risk. Its policy is to finance working capital through retained earnings and to finance fixed assets through fixed
rate borrowings for the term of the first lease of each of the assets.

The company's hedging strategy is to enter into financial instruments in the form of interest rate swaps and RPI revenue
swaps in order to manage its exposure to interest rate and inflation rate risk as required. These financial instruments are held
for the purposes of hedging through the entire term of the relevant loan or lease and are not intended to be traded, so that the .
company's exposure to price risk of financial instruments is minimal. Further as the counterparties to all financial instruments
are its bankers and its parent company, the company is also exposed to minimal credit risk or liquidity risk in respect of these
instruments.

The company’s lease revenues and most of its costs were linked to inflation at the inception of the respective projects. The
financing structures which include a portion of the lease income being subject to a RPI revenue swap and senior loan
repayment profiles were structured such that the company would continue to meet its covenants in a low inflation
environment, resulting in the company being largely but not wholly insensitive to inflation.

The directors do not consider any other risks attaching to the use of financial instruments to be material to an assessment of
its financial position or profit.

STATEMENT OF DIRECTORS' RESPONS[BILITIES
The directors are responsible for preparing the Annual Report and the financial statements in accordance w1th applicable law
- and regulation. .

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have
prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, comprising FRS 102 "The Financial Reporting Standard applicable in the UK and Republic
of Ireland" Section 1A, and applicable law). Under company law the directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the company and of the prof it or loss of .
the company for that period. In preparmg the financial statements, the directors are required to: ~

- select suitable accounting policies and then apply them consistently;
- state whether applicable United Kingdom Accounting Standards, comprising FRS 102 Section 1A, have been
followed, subject,to any material departures disclosed and explairied in the financial statements; - .
" - make judgements and accounting estimates that are reasonable and prudent; and
- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue:in business. . _ ‘

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reasonable accuracy at any time the financial position of the company and enable them to
ensure that the financial statements comply with the Companies Act 2006.

The directors are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.
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DocuSign Envelope ID: 3B45A524-94B3-40BC-B324-36D24C4B1840 . ) o

BIRMINGHAM AND SOLIHULL LIFT.(FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

REPORT OF THE DIRECTORS
for the Year Ended 31 December 2020
STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS
In the case of each director in office at the date the Report of the Directors is approved:
- so far as the director is aware, there is no relevant audit information of which the company's auditors are
unaware; and . .
- they have taken all the steps that they ought to have taken as a director in order to make themselves aware of

any relevant audit information and to establish that the company's auditors are aware of that information.

In preparing this report, the directors have taken advantage of the small companies exemptions provided by section 415A of
the Companies Act 2006. . :

- APPROVED BY THE BOARD AND SIGNED.ON ITS BEHALF:

Page-4



Independent auditors’ report to the .
members of Birmingham and Solihull
LIFT (Fundco 3) Limited |

Report on the audit of the financial statements

Opinion ,
. ]
In our opinion, Birmingham and So lihull LIFT (Fundco 3) Limited's financia statements:

e giveatrue and fair viewofthe state of the company's affairs as at 31 December 2020 and of itsprofitforthe year then
ended;
 have been propery prepared in accordance with Umted Kingdom Generally Accepted Account:ng Practice (United
. Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK and
Republicofireland” Section 1A, and applicable law); and
e havebeen prepared in accordance with the requirements of the Companies Act 2006.

We have audited the finandial statements, induded within the Report of the Directors and Financial Statements (the “Annual
Report’), which comprise: the Statement of Finandial Position as at 31 December 2020; the Income Statement, the
Statement of Comprehensive Incomeand the Statement of Changes in Equity for the yearthen ended; and the nofes to the
. financial statements, which include a description of the significant accounting policies.

Basis for opinion

We conducted our auditin accordance with Intemational Standards on Auditing (UK) (“ISAs (UK)") and applicable law. Our
responsibilities under ISAs (UK) are furtherdescribed in the Auditors’ responsibilities forthe audit of the financial statements
section of ourreport. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
ouropinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which indudes the FRC's Ethical ‘Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements.

Conclusions relating to going concern

Based on the work we have performed, we have notidentified any material uncertainties relating to events or conditions that,
individually orcollectively, may cast significant doubt on the company’s ability to continue as a going concern fora period of
at least twelve months from when the financial statements are authorised forissue. '

In auditing the financial statements, we have conduded thatthe directors’ use of the going concem basis of accounting in
the preparationofthe financial statements is appropriate.

However, because notall futureevents o rcondmons can be predicted, this conclusion is nota guarantee as to the company's
ablllty to continue as agoing concern.
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Our responsibilities and the responsibilities of the directors with respect to going concem are described in the relevant
. sections of thisreport. -

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’report thereon. The directors are responsible forthe otherinformation. Our opinion on the financial statements does
not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicify stated in this report, any form of assurancethereon. '

In connéction with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
considerwhetherthe other information is materially inconsistent with the financial statements orour knowledge obtained in
the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to condude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have performed, we condudethat
there is a material misstatement of this otherinformation, we are requnred to report that fact. We have nothing to report based -
on these responsnbllmes :

With respect to the Reportofthe Dlrectors we also considered whether the disclosures requued by the UKCo mpamespd
2006 have been included.

Based on our work undertaken in the course of_the audit, the Companies Act 2006 requires us also to report certain opinions’
and matters as described below.

Report of the Directors

In our opinion, based on the work undertaken in the course of the audit, the information given in the Report of the Directors
for the yearended 31 December 2020 is consistent with the financial statements and has been prepared in accordance with
applicable legal requirements. .

In lightof the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
notidentify any material misstatements in the Report of the Directors.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors' Responsibilities, the directors are responsible for the preparation of
the financial statements in accordance with the applicable framework and for being satisfied that they give a true and fair
view. Thedirectors are also responsible for such intemal 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.

In preparing the financial statements, the directors are responsible for assess‘ingthe company'’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concem and using thegoing concem basis ofaccounting unless
the directors either intend to liquidate the company orto cease operations, orhaveno realisticalternative butto do so.

Auditors’ responsibilities for the audit of the financial'statements

Our objectives are to ‘obtain reasonable assurance aboutwhetherthe financial statements as awhole are free from material
misstatement, whetherdue to fraud orerror, and to issue an auditors’ report that includes o uropinion. Reasonable assurance
is a highlevel of assurance, butis not aguarantee that an audit conducted in accordance with ISAs (UK) will alwaysdetect *
amaterial misstatementwhen itexists. Misstatements can arise from fraud orerrorand are considered material if, individually
orin the aggregate, they could reasonably be expected to influence the economic decisions of users taken on th e basis of
these fi nanca!statements
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Irregularities, including fraud , are instances of non-compliance with laws and reg ulations. We design procedures in linewith
our responsibilities, outlined.above, to detect material misstatementsin respect of irregularities, including fraud. The extent
to which ourprocedures are capable of detecting irregularities, includingfraud, isdetailed below.

Based on our understanding of the company and industry, we identified that the principal risks of non-compliance with laws
and regulations related to those laws and regulations that have a directimpact on the preparation of the financial statements
such as the UK tax legislation, and we considered the extentto which non-compliance mighthave a material effect on the
financial statements. We also considered those laws and regulations that have a direct impact on the financia statements
such as the Companies Act 2006. We evaluated management's incentives and opportunities forfraud ulent manipulation of
the financial statements (including the risk of override of controls), and determined that the principal risks were related to
ability for management to overmride controls and manipulate the financial statements through posting inappropriate joumal
entries to manipulate financial perfformance, managementbias in accounting estimates and significant one-off or unusual
transactions. Audit procedures performed by the engagementteam included:

e discussions with management and those charged with govemance including consideration of known or suspected
instances of non-compliance with laws and regulation and fraud; '

« enquiry of management and those charged with governance around any actualand potential litigation and claims;

 enquiry of entity staff in tax and compliance functions to identify any instances of non-compliance with laws and .
regulations; ' -

o reviewingfinancial statementdisclosures and testingto supporting d ccumentationto assess compliance with applicable
laws and regulations; ’

e auditing the risk of management override of controls, induding through testing joumal entries and other ad justments for
appropriateness, testing accounting estimates (because of the risk of management bias), and evaluating the business
rationale of significant transactions o utside the normal course of business; and

¢ ' reviewing minutes of meetings of those charged with govemance.

There are inherent limitations in the audit procedures described above. We are less likely to become aware of instances of

non-compliance with-laws and regulations that are not closely related to events and transactions reflected in the financial-

statements. Also, the risk of notdetecting a material misstatement due to fraud is higherthan the risk of notdetecting one

resulting from error, as fraud may involve deliberate concealment by, for example, forgery orintentional misrepresentations,
‘or throughcollusion.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or
assume responsibility for any otherpurpose or to any other person to whom this reportis shown orinto whose hands it may
come save where expressly agreed by our prior consent inwriting.

| Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to reportto youif, in ouropinion:

e we have notobtained all the information and explanations we require forouraudit;or
e adequate accounting records have not been kept by the company, or retums adequate for our audit have not been
received frombranchesnot visited by us; or
e certain disclosures of directors’ remunerationspecified by law are notmade; or
e thefinancial statements are notin agreement with the accounting records and retums.
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We have no exceptionsto report arising fromthis responsibility.

Entitlement to exemptions

Under the Companies Act 2006 we are required to reportto you if, in our opinion, the directors were not entitled to: prepare
financial statements in accordance with the small companies regime; take ad vantage of the small companies exemption in
preparing the Report of the Directors; and take advantage of the small companies exemption from preparing a strategic
" report. We have no exceptions to report arising from this responsibility. ’

Do EBA
Duncan Stratford (Senior Statutory Auditor)
" forand on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors * !
Birmingham
25 June 2021
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DocuSign Envelope ID: 3B45A524-94B3-40BC-B324-36024C4B1840

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

- INCOME STATEMENT
for the Year Ended 31 December 2020

31.12.20 31.12.19
Notes £ £
REVENUE 3,625,822 | 3,512,195
Administrative expenses o . (605,842) | (733,457)
' 3019980 L 2778738
| Revaluation of investment pfdperty .- 433,094 605,943
OPERATING PROFIT 3 o 3,453,074 3,384,681
Intérest receivable and similar income 4 4,573 : 23,175'
3,457,647 3,407,856
Interest payablé and similar charges o 5 | . (2,010,186) (2,020,950):
PROFIT BEFORE TAXATION . 1,447,461 1,386,906
, 4 .
Tax on profit 6 ’ (589,235) , (224,544)
PROFIT FOR THE FINANCIAL YEAR A 858,226 ' 1,162,362

The notes form part of these financial statements . .
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PROFIT FOR THE YEAR

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3) -
LIMITED (REGISTERED NUMBER: 07123364)

STATEMENT OF COMPREHENSIVE INCOME
for the Year Ended 31 December 2020

31.1220

Notes ' £

858,226

OTHER COMPREHENSIVE (LOSS)/INCOME

(Loss) on hedging instruments

(672,888)

Income tax relating to other comprehensive

(loss)/income

OTHER COMPREHENSIVE

350,907

(LOSSYINCOME FOR THE YEAR, NET

OF INCOME TAX

(321,981)

TOTAL COMPREHENSIVE INCOME -

" FOR THE YEAR

536,245

The notes form part of these financial statements
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DocuSign Envelope ID: 3B45A524-94B3-40BC-B324-36D24C4B1840

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

STATEMENT OF FINANCIAL POSITION
31 December 2020

! ’ 31.12.20 31.12.19
C . Notes . £ . £
FIXED ASSETS . "
Investment property 8 o 42,463,000 42,036,000
CURRENT ASSETS . v
Debtors 9 . 46,444 19,776
Cash at bank . 5,208,144 . 4,579,346
5,254,588 ‘ 4,599,122
CREDITORS :
Amounts falling due within one year 10 i . (1,289,887) (1,098,235)
NET CURRENT ASSETS o _ 3,964,701 ' 3,500,887
TOTAL ASSETS LESS C'URREN'T . ‘ .
LIABILITIES : 46,427,701 ) 45,536,887
. AV

CREDITORS . : . .
Amounts falling due after more than one year 11 (40,038,421) , (39,812,947)
DEFERRED TAX . 15 (1,023,026) (784,698)
NET ASSETS 5,366,254 4,939,242
CAPITAL AND RESERVES
Called up share capital 16 . . 1 . 1
Revaluation reserve . : 17 11,346,135 11,216,181
Hedging reserve ’ 17 ~ (9,578,896) (9,256,915)
Retained earni_ngs 17 3,599,014 ) 2,979,975
SHAREHOLDERS' FUNDS 5,366,254 . 4,939,242

The financial statements have been prepared in accordance with the provisions applicable to companies subject to the small
companies regime. :

The financial statements were approved and authorised for issue by the Board of Directors and authorised for issue on
L2 une 2021 and were signed on its behalf by:

J C Heath - Director

The notes form part of these financial statements
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DocuSign Envelope ID: 3B45A524-94B3-40BC-B324-36D24C4B1840

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

STATEMENT OF CHANGES IN EQUITY
for the Year Ended 31 December 2020

Called up .
share Retained Revaluation Hedging - Total
capital earnings reserve reserve equity
£ £ £ ) £ £
Balance at 1 January 2019 1 2,600,108 10,701,358 (9,447,871) 3,853,596 .
Changes in equity ‘
Profit for the year . - 1,162,362 . - - 1,162,362
Other comprehensive income - ) - - 190,956 190,956
Total comprehensive income - 1,162,362 - 190,956 1,353,3 1.8
Dividends - (267,672) ) - ‘ - (267,672)
Transfer in respect of property . S
valuation gains (net of deferred tax) - (514{823) 514,823 - -
Balance at 31 December 2019 1 2,979,975 11,216,181 (9,256,915) 4,939,242
Changes in equity
Profit for the year - 858,226 - - 858,226 -
Other comprehensive income ‘ - - - (321,981) (321,981)
Total comprehensive income o - 858,226 - (321,981) 536,245
Dividends ° . - (109,233) : - - (109,233)
Transfer in respect of property
valuation gains (net of deferred tax) - (129,954) 129,954 - -
N .
Balance at 31 December 2020 - 1 3,599,014 11,346,135~ (9,578,896) 5,366,254

The notes form part of these financial statements
) .
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DocuSign Envelope |D: 3B45A524-94B3-40BC-B324-36D24C4B1840

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

- ’ NOTES TO THE FINANCIAL STATEMENTS
for the Year Ended 31 December 2020

1. ACCOUNTING POLICIES - \

General information and basis of accounting

Bmmngham and Solihull LIFT (Fundco 3) Limited is a’ pnvate company limited by shares. and is incorporated in’
England and Wales. The address of the registered office is 5 The Triangle, Wildwood Drive, Worcester,

Worcestershire, WRS 2QX. The nature of the company's operations and its principle activities were that of owning
and managing its portfolio of properties in the Birmingham and Solihull area as part of the government ‘sponsored
.Local Improvement Finance Trust (LIFT) initiative.

The company's financial statements have been prepared in compliance with FRS 102 "The Financial 'Rep‘orting
Standard applicable in the United Kingdom and the Republic of Ireland” Section 1 A and the Companies Act 2006.

The financial statements.have been prepared under the historical cost convention and on a going concern basis as
modified by the revaluation of land and buildings held as investment property and certain financial assets and
liabilities measured at fair value.

~ The financial statements comprise the audited financial statements of the company up to 31 December each year, and
are stated in pound sterling, the company's functional and presentational currency. .

The principal accounting p011c1es applied in the. preparation of these financial statements are set out below. These ‘
policies have been con51stently applied to all the years presented, unless otherwise stated. .
Exemptions

In accordance with the small companies regime, no cash ﬂow statement is required to be presented as the company
qualifies as a small entity as defined in the Compamm Act 2006.

Revenue recognition

Revenue comprises rental income arising from operating leases on investment properties, to the extent that there is a
right to receive consideration and is recorded at the fair value of consideration received or recelvable excluding
value added tax. : :

Rental income is accounted for on a straight line basis over the lease term. An annual inflationary adjustment to the
operating lease rentals linked to the Retail Prices Index (RPI) is recognised on all operating Ieases from 1 April each
year and is based on the published RPI index for the month of February in the year of review.

" All revenue is attrjbutable to one class of business and arose in the United Kingdom.

Investment property
Investment properties for which fair value can be measured reliably without undue cost or effort on an ongoing basis
are measured at fair value annually with any change recognised in the income statement. Unrealised gains or losses
(net of related deferred tax) are transferred from retained earnings to a separate revaluation reserve.

; ] \
Going concern
The company's forecasts and projections show that the company will be able to operate within the level of its current
facilities. After making enquiries, the directors have a reasonable expectation that the company has adequate
resources to continue in operational existence for the foreseeable future. The directors have considered the impact of
Covid-19 and consider this to be minimal, with no impact on the receipt of rental income. The company therefore
continues to adopt the going concern basis in preparing its ﬁnanc1al statements. '

Page 13 . . continued...



‘DocuSign Envelope ID: 3B45A524-94B3-40BC-B324-36D24C4B1840

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

1. ACCOQUNTING POLICIES - continued
Taxation
Taxation expense for the period comprises current and deferred tax recognised in the period. Tax is recognised in the
income statement, except to the extent that it relates to items recognised in other comprehensive income or directly in-
equity. In this case tax is also recognised in other comprehensive income or directly in equity respectively.

Current tax is the amount of UK corporation tax payable in respect of the taxable profit for the year or prior years
calculated using the tax rates and laws that have been enacted or substantively enacted at the reporting date.

Deferred tax arises from timing differences that are differences between taxable profits and total comprehensive
income as ‘stated in the financial statements. These timing differences arise from the inclusion of income and
expenses in tax assessments in periods different from those in which they are recognised in financial statements.

Deferred tax is recognised on all timing differences at the reporting date except for certain exceptions. Unrelieved
_tax losses and other deferred tax assets are only recognised when it is probable that they will be recovered against the
reversal of deferred tax liabilities or other future taxable profits.

Except for deferred tax relating to investment property, all other deferred tax is measured using tax rates and laws
that have been enacted or substantively enacted at the reporting date and are expected to apply to the reversal of the
timing difference. Deferred tax relating to investment property that is measured at fair value is calculated usmg the
tax rates and allowances that apply to the sale of the asset.

Page 14 . continued...



DocuSign Envel_obe 1D: 3B45A524-94B3-40BC-E324-3GD24C4B1 840

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

1. ACCOUNTING POLICIES - continued

F1nanc1al instruments
The company has chosen to adopt Sections 11 and 12 of FRS 102 in respect of ﬁnancnal instruments.

(1) Financial assets and liabilities:

Basic financial assets and liabilities, including trade and other debtors/creditors, cash/bank balances and borrowings
(Senior and Junior loans) are initially recognised at transaction price: Borrowmgs are subsequently carried at
amortised cost, using the effective interest rate method. .

Fees paid on the establishment of loan facilities are recognised as trarisaction costs of the loan and are amomsed
over the life of the loan to which it relates.

Derivatives, including interest rate and RPI swaps are not basic financial instruments. Derivatives are initially
recognised at fair value on the date a derivative contract is éntered into and are subsequently re-measured at their fair
value. Changes in the fair value of derivatives are recognised in the income statement in interest received or interest
payable as appropriate, unless they are included in a hedging arrangement.

(ii) Hedging arrangements:

N
The company applies hedge accounting for transactlons entered into to manage the cash flow exposures of rental
income receivable and borrowmgs

RPI swaps are used to hedge the company's exposure to movements in inflation by fixing a portion of the rental
income receivable which is inflation linked. -

Interest rate swaps are used to hedge the company's exposure to movements in floating interest rates.

Changes in the fair value of derivatives designated as cash flow hedges, and which are effective, are recognised in
other comprehensive income. Any ineffectiveness in the hedging relationship is recognised in the income statement.

The gain or loss recognised -in other comprehensive income is reclassified to the income statement at the same time
the underlying hedged cash flows are recognised or when the hedge relationship ends. Hedge -accounting is
discontinued when the hedging instrument expires, no longer meets the hedging criteria or the hedging 1nstrument is
terminated.

Finance costs _

Finance costs, which include interest on loans and debt issue costs, are recognised over the life of the debt on an
effective interest rate basis. The unamortised portion of any deferred or accelerated finance costs are netted off or
added to the relevant debt balance.

Page 15 . ' . " continued...
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DocuSign Envelope ID: 3B4SA524-94B3-40BC-B324-36024C4B1 840

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

1. ACCOUNTING POLICIES - continued

Critical accounting judgements and estimates

In preparing the financial statements the directors are required to make a number of accounting judgements and make
estimates and assumptions concerning the future. The following judgements and estimates are deemed significant in
the context of these financial statements:

i) On adoption of FRS 102, the directors have elected not to apply paragraphs 34.12 to 34.16A of the standard in
respect of service concession arrangements entered into before the date of transition, and hence continue to account
for the arrangements using the same accounting policies as applied historically under UK GAAP. The company's
assets under the LIFT contracts are therefore recognised as investment properties rather than financial assets.

v ii) Investment properties are recognised at their fair value. The assessment of fair value requires the use of a range of
/ assumptions, including future inflation rates and property yields. The valuations have been prepared by independent

professional valuers, using appropriate mdustry guidelines.

iii) Denvanve financial instruments are recognised at fair value. The assessment of fair value includes estimates of
future market interest and inflation rates.

iv) The company applies hedge accounting for transactions entered into to manage the cashflow exposures of
borrowings and rental income. Interest rate swaps and RPI swaps are held to manage the interest rate and RPI
exposures. These cashflow hedges are considered to be effective in managing the company's exposure.

2. EMPLOYEES AND DIRECTORS
There were no staff costs for the year ended 31 December 2020 nor for the year ended 31 December 2019.

The average number of employees during the year was NIL (2019 - NIL).

31.12.20 31.12.19
B £
Directors' remuneration |, - .
3. OPERATING PROFIT
The operating profit is stated after charging:
31.12.20 31.12.19
. £ £
Audit fees payable to the company's auditor . 6,728 6,229
4. INTEREST RECEIVABLE AND SIMILAR INCOME
31.12.20- 31.12.19
. : £ . £
Bank interest received 4,573 23,175

Page 16 - - continued...
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- BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
j ' LIMITED (REGISTERED NUMBER: 07123364)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

.S, INTEREST PAYABLE AND SIMILAR CHARGES

31.12.20 31.12.19

) £ £
Amortisation of finance costs o ) : ' 34,461 34933
Mortgage interest ‘ ) } 1,633,304 " 1,644,531
Junior loan interest ' - ’ " 342421 . 341,486
2,010,186 2,020,950

Junior loan interest was payable on the loan stock provided by the parent company, Birmingham and Solihull Local
Improvement Finance Trust Limited. '

Mortgage interest includes payments made on the interest rate swap as described in note 14.
6. TAX ON PROFIT

Analysis of the tax charge
The tax charge on the profit for the year was as follows:

31.12.20 31.12.19
% : £
Deferred tax ~ : 589,235 224,544
Tax on profit ) ) : . 589,235 . 224,544 -

UK corporation tax has been charged at 19%.

Reconciliation oftotal tax charge mcluded in profit and loss
The tax assessed for the year is higher than the standard rate of corporation tax in the UK. The difference is

explained below: .
31.12.20 31.12.19
+ . . . N £ £ .
Profit before tax 1,447,461 1,386,906
Profit multiplied by the stmd&d rate of corporation tax in the UK of 19% - -
(2019 - 19%) 275,018 263,512
Effects of: .
Revaluation of investment properties ’ (1,158) (13,289)
Remeasurement of deferred tax provision 315,375 (25,679)
Total tax charge ' ‘ 589,235 224,544
Tax effects relating to effects of other comprehensive income
31.12.20 .
Gross . Tax Net
_ : £ £ £
_(Loss) on hedging instruments - (672,888) 350,907 (321,981)
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NOTES TO THE FINANCIAL STATEMENTS - continued

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

for the Year Ended 31 December 2020

6. TAX ON PROFIT - continued

Gains on hedging instruments

Factors that may affect

Gross.
£
230,067

31.12.19 ) .
Tax Net

£ ' £

(39,111) 190,956

future tax charges

In the Spring Budget 2020, the UK Government announced that from 1 April 2020 the corporation tax rate would
remain at 19% (rather than reducing to 17% as previously enacted). This new law was substantively enacted on 17
March 2020. Deferred taxes at the balance sheet date have been measured using these enacted rates and reflected in
these financial statements.

7. DIVIDENDS

Ordinary share of £1
Interim 4

During the year, dividends per share were distributed as follows:

Ordinary
Ordinary

30 June 2020
21 December 2020

£30,613
£78,620

During the previous year, dividends per share were distributed as follows:

Ordinary
Ordinary

14 June 2019
12 December 2019

£192,938
£74,734

8. INVESTMENT PROPERTY

FAIR VALUE

At 1 January 2020
Adjustment to cost
Revaluations

At 31 December 2020

NET BOOK VALUE
At 31 December 2020

At 31 December 2019

Page 18

"31.12.20

31.12.19

109,233 267,672

Total
£

42,036,000
(6,094)
433,094

42,463,000

42,463,000

. 42,036,000
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BIRMINGHAM AND SOLIHULL I;IFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020 :

8. INVESTMENT PROPERTY - continued '

Fair value at 31 December 2020 is represented by:

£
Valuation in 2011 , ' 2,089,678
-Valuation in 2012 . v 6,767,641
Valuation in 2013 ; . 85,000
Valuation in 2014 ‘ : L 615,000
Valuation in 2015 : 1,410,000
Valuation in 2016 ! (120,000)
Valuation in 2017 . : 860,000
Valuation in 2018 : . © 790,000
Valuation in 2019 ) . . ) . 605,943
Valuation in 2020 433,094
Cost ‘ . 28,926,644

42,463,000
The valuation in 2011 represents the cumulative valuation from the date the investment properties were bought into
use to 31 December 2011, : .

Investment properties were revalued to fair value as at 31 December 2020, by independent valuers Avison Young
with recent experience in the location and class of the investment properties being valued.

The valuatlons were carried out on a Market Value basis as defined by the Royal Instltutlon of Chartered Surveyors
(RICS) Valuation - Global Standards.

The investment ’bropertios are leased to tenants on Lease Plus Agreements (LPA), which are standard form leases
used for projects within NHS LIFT schemes. Under the terms of the LPAs, the company has facilities .management

obligations to repair and maintain the buildings.

The LPAs give tenants the right to acquire the properties in various situations, mcludmg at the explry of the LPA
term or in the event the company wishes to dispose of its freehold interest.

9. DEBTORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

31.12.20 31.12.19 -
£ ' £
Trade debtors ’ : 22,643 549
Prepayments and accrued income 23,801 19,227 -
46,444 19,776
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BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

NOTES TO THE FINANCIAL STATEMENTS - continued

for the Year Ended 31 December 2020 - , ‘
10. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

31.12.20 31.12.19

i v o £ £
Bank loans and overdrafts (see note 12) ) ) 854,050 724,758
Trade creditors - 53,901 24,386
Amounts owed to group undertakings 86,128 85,139
Taxation and social security 157,821 149,720
Other creditors : 137,987 114,232
1,289,887 1,098,235

Amounts owed to group undertakings includes £86,128 (2019 - £85,139) of accrued interest on the junior loan and is

repayable within one year. \

11 CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE

YEAR i : .
. 31.12.20 31.12.19
. . ’ £ £
Bank loans (see note 12) . 25,366,965 25,813,387
Amounts owed to group undertakings ‘ 2,845,658 2,846,650
Derivative financial instruments - - 11,825,798 11,152,910

40,038,421 39,812,947

Amounts falling due in more than five years:

Repayable by instalments :
Bank loans - more than 5 years . : . 22,617,920 23,230,443

Amounts owed to group undertakings represents jurijor loans which attract a fixed interest rate of 12% and are
repayable in more than 5 years.

12. LOANS

An analysis of the maturity of loans is given below:

- 31.12.20 © 311219
. £ £

Amounts falling due within one year or on demand:
Bank loans . . . - 854,050 724,758
Amounts falling due between oné and two years: . :
Bank loans - 1-2 years ' 607,040 . 446,421
Amounts falling due between two and five years:
Bank loans - 2-5 years : . 2,142,005 - 2,136,523
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12.

13.

. LOANS - continued

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

31.12.20 31.12.19

. £, £
Amounts falling due in more than five years: :
Repayable by instalments :
Bank loans - more than 5 years - ‘ 22,617,920 . 23,230,443

Outstanding bank loans payable at the year end amountéd to £26,214,602 (2019 - £26,560,444).

The loans are secured by fixed and floating charges ‘over the company's investment propern&s and other assets.
Interest rates payable on the principal amount of the loans are based on LIBOR plus a margm  and are payable to the
funders on a semi-annual basns :

LEASING AGREEMENTS

The company holds three prirriary healthcare properties .as investment properties as disclosed. in note 8 to the
financial statements, which are let primarily to Community Health Partnerships Limited (2 company owned by the
Department of Health and Social Care). These non- -cancellable leases have remaining terms of between 16 to 17

years. Rental income receivable under the leases is subject to annual inflationary increases linked to the RPI index.

Further detalls on purchase optlons and restrictions imposed on the above leasing arrangements is mcluded in note 8
to the financial statements.

Minimum lease payments receivable under non-cancellable operating leases fall due as follows:

31.12.20 31.12.19
‘Within one year _ 3,616,692 3,498,458 -
Between one and five years ' 14,466,768 13,993,832
In more than five years - . ’ g 40,032,788 42,212,070

58,116,248 59,704,360

- Page2l - : : continued...
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14.

BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

FINANCIAL INSTRUMENTS
The company has the following financial instruments:

Note 31.12.20 31.12.19

£ £

Financial assets that are debt mstruments measured at :
amortlsed cost:
Trade debtors 9 22,643 549

22,643 . 549
Financial liabilities measured at fair value and designated in
an effective hedging relationship:
Derivative ﬁnéncial instruments ’ (a) (1 1,825,798 ) (11,152,910)

(11,825,798) (11,152,910)

Financial liabilities measured at amortised cost:

Bank loans © 10,11 (26,221,015) (26,538,145)
Amounts owed to group undenakmgs 10,11 (2,931,786) (2,931,788)
Trade creditors 10 (53,901) (24,386)
Other creditors 10 (13,925) (11,895)

(29,220,627) (29,506,214 )

(a) Derivative financial instruments
Derivative instruments held by the company comprise interest rate and RPI swaps.

Interest rate swaps are held on all bank loans which convert the borrowings from rates linked to LIBOR to a fixed
rate in the range of 3.8% to 4. 2% The fair value of the interest rate swaps is a ]lablllty of £11,879,227 (2019 -
liability of £10,334,836).

RPI swaps convert a portion of the inflation linked lease revenue to a fixed inflation rate. The fair 'Val'ue of the RPI
swaps is a asset of £53,430 (2019 - liability of £818,073).

These financial instruments are held for the purposes of hedging through the entire term of the relevant loan or lease
and are not intended to be traded, so that the company's exposure to price risk of financial instruments is minimal.

Cash flows from interest rate swaps are settled each quarter on a net basis with the relevant loan repayments and will
run until 2036 - 2037. Cash flows from the RPI swaps are settled bi-annually and will.alsé run until 2036 - 2037. A
hedging loss of £672,888 (2019 - gain of £230,067) was recognised in other comprehensive income consisting of
amounts reclassified to the income statement within mortgage interest payable of £966,144 (2019 - £890,471), and
changes in the fair value of the interest rate swap of £2,510,535 loss (2019 - £1,846,765 loss), and amounts
reclassified to the income statement within turnover of £24,261 (2019 -£11,825) and changes in the fair value of RPI
swaps of £895,764 gain (2019 -gain of £1,198,187).
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BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED(REGISTERED NUMBER: 07123364)

NOTES TO THE FINANCIAL STATEMENTS - continued
for the Year Ended 31 December 2020

DEFERRED TAX

Page 23

| : £

Balance at 1 January 2020 784,698
Charged to Income Statement during the year 589,235
Credited to Other Comprehensive Income during the year (350,907)
Balance at 31 December 2020 1,023,026
The provision for deferred tax consists of the following deferred tax liabilities/(assets): -

" 31.12.20 31.12.19

) £ £
Accelerated capital allowances . 714,750 501,762
Capitalised interest . 444,657 397,851
Latent gains on investment properties . ) 2,190,222 1,887,082,
Derivative financial instruments : : (2,246,902) . (1,895,995)
Unutilised losses t . : . - (79,701) (106,002)
Total provision o ‘ . 1,023,026 784,698
CALLED UP SHARE CAPITAL
Allotted; issued and fully paid: : v ‘
Number: Class: ‘ Nominal . 31.12.20 31.12.19
: . ‘ value: £ £
1 . Ordinary £1 1 1
continued...
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BIRMINGHAM AND SOLIHULL LIFT (FUNDCO 3)
LIMITED (REGISTERED NUMBER: 07123364)-

NOTES TO THE FINANCIAL STATEMENTS - coritinued
for the Year Ended 31 December 2020

17. RESERVES

Retained - Revaluation Hedging
earnings - reserve reserve Totals
£ . £ . £ £

At 1 January 2020 2,979,975 11,216,181 (9,256,915) 4,939,241
Profit for the year 858,226 858,226
Dividends (109,233) . (109,233)
Gains/(Losses) on hedging ‘
instruments o - - (321,981) (321,981)
Transfer in respect of property
valuation gains (net of deferred tax) (129,954) 129,954 - -
At 31 December 2020 ' 3,599,014 11,346,135 (9,578,896) 5,366,253

The retained eamnings reserve represents cun’1ulative profits and losses net of transfers of investment property
revaluations, dividends paid and other adjustments.

The revaluation reserve represents the cumulative effect of revaluations of investment propertles which are revalued
to fair value at each reporting date.

The hedging reserve represents the cumulative portion of gains and losses recorded on the company's interest rate
- and RPI swap hedging arrangements.

18. RELATED PARTY DISCLOSURES

The company has taken advantage of the exémption under section 33 of FRS 102, not to disclose related party
transactions with wholly owned subsidiaries within the group.

The company's investment properties are let primarily to Community Health Partnerships Limited (CHP). CHP is a
joint venture partner with Birmingham and Solihull Local Improvement Finance Trust lelted the parent company
" of Birmingham and Solihull LIFT (Fundco 3) Limited.

During the year the company invoiced CHP £4,368,215 (2019 - £4,193,458) for rent and disbursements. At the year
end £22,643 (2019 - £549) was outstanding from CHP and is included within trade debtors.

The sales and purchases transactions with related parties are all stated inclusive of VAT.

19. ULTIMATE CONTROLLING PARTY
The parent company is Birmingham and Solihull Local Improvement Finance. Trust Limited (BaS LIFT). BaS LIFT
is jointly controlled by BaSS LIFT Holdings Limited and Community Health Partnerships Limited (a company
owned by the Department of Health and Social Care). There is no ultimate controlling party.

The largest and smallest group of undertakings' for which group financial statements are drawn up is that headed by
BaS LIFT. Group financial statements are available from Companies House, Crown Way, Cardiff CF14 3UZ.
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