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HC-One No.3 Limited

Directors’ Report
for the Year Ended 30th September 2022

The directors present their report with the financial statements of the Company for the year ended
30th September 2022.

PRINCIPAL ACTIVITY
The principal activity of the Company in the year under review was that of the operation of care homes for
the elderly in the United Kingdom.

REVIEW OF BUSINESS
RESULTS

The Company's loss for the year ended 30 September 2022 amounted to £678,000 (2021 £2,410,000)

The Company's gross profit on ordinary activities for the year ended 30 September 2022 amounted to £943,000
(2021:£141,000) and included £171,000 (2021: £222,000) of depreciation.

As at 30 September 2022 the Company had net liabilities of £1,447,000 (2021 £769,000).
KEY PERFORMANCE INDICATORS

The principal Key Performance Indicators (KPIs) used by the Company to measure its own performance are
shown below:

2022 2021 Increase/(Decrease )
Average Occupancy 31.54% 58.37% (26.83%)
Average weekly fee rate £1,033 £1,062 (£29)

DIVIDENDS
The directors note that £Nil dividends were paid during the year to 30 September 2022 (2021: £Nil).

FUTURE DEVELOPMENTS

The Group continues to invest heavily in its porffolio and workforce to ensure it offers the best possible
environments through which it can deliver high quality and kind care. The Group aims to be the first-choice
care home provider in each community that it serves. To do this, the Group will continue to develop
relationships with Local Authority and NHS Commiissioners to be a trusted partner within increasingly integrated
and area specific health and social care systems.

The successful refinancing in 2021 enabled the Group to further improve the environments we provide through
individual home refurbishments, and this work will continue over the coming two to three years. The Group
also continues to review the portfolio to identify those homes that are best served by more local operators.
The sale of such homes will continue to enable partial repayments of the Group's debt. Property valuations
have remained resilient during the pandemic, and we expect this to remain the case in the year ahead. In
addition, the Group remains focussed on identifying the careful addition of modern new homes that will
appeal to both private and publicly funded residents and further enhance the attractiveness of the assets to
residents, families and commissioners.

Both the pandemic and the subsequent macro-economic environment have impacted significantly on
occupancy levels across the social care sector, alongside the staff shortages which have been widely
reported across the sector, including the Group. We will continue to invest in the training and welfare of our
colleagues, and reward colleagues at increasing average pay levels as we seek to improve retention and
recruitment alongside reducing the reliance on agency. This approach wil also support our objective of
providing externally recognised high quality care to all of those in our care.

The increase in payroll costs, allied with the widely reported high inflation levels being seen in energy, food
and other key costs, as well as the emerging costs of carbon reduction, will inevitably lead to an increase in
the fee rates we charge to residents. We will continue to play a leading role in this debate and work with
Local Authorities, the NHS and other key stakeholders to drive a more integrated approach for providing
health and social care to an increasingly older population with higher acuity.



HC-One No.3 Limited

Directors’ Report
for the Year Ended 30th September 2022

EVENTS SINCE THE END OF THE YEAR
Information relating to events since the end of the year is given in the notes to the financial statements.

DIRECTORS
The directors shown below have held office during the whole of the period from 1st October 2021 to the date
of this report.

Mr D A Smith
Mr J W Tugendhat

Other changes in directors holding office are as follows:

Sir D Behan - resigned 6th December 2021
Mr J A Ransford - resigned 29th March 2022

GOING CONCERN

In assessing the basis of preparation of the financial statements for the year ended 30 September 2022, the
Directors use the Group's anticipated future cash flows and undertake a range of sensitivities to identify any
plausible situations which could put pressure on the Group's ability to continue as a going concemn. In
challenging the Director's assessment in respect of the going concern statements, which were based on
anticipated future cash flows agreed by the Board as part of the Group's planning process, the Directors
focused on the Group's headroom within its financial covenants and the liquidity available in the Group. The
period of assessment is considered to be at least 12 months from the date of approval of these financial
statements

At 30 September 2022, the Group's principal facility is a loan of £570.0m, which consisted of £540.0m towards
repayment of existing Group indebtedness and a further facility of £30.0m available for draw down to fund
working capital and capital expenditure within the next two years. No financial covenants are tested within
the period to 30 September 2022 and there is no amortisation during the term of the loan. Financial covenant
testing commences on 30 June 2023 with a leverage ratio of 8.50; a debt service cover ratio of 1.10 and a
minimum cash balance of £16m.

The Directors have undertaken a rigorous assessment of going concern and liquidity, taking into account
financial forecasts, as well as the potential impact of key uncertainties and sensitivities on the Group's future
performance. In making this assessment the Directors have considered the Group's existing debt levels, the
committed funding and liquidity positions under its debt covenants, its ability to generate cash from trading
activities and its working capital requirements. The Directors have also identified a series of mitigating actions
that could be used to preserve cash in the business should the need arise.

The basis of the assessment continues to be the Board-approved business plan. The business plan is prepared
annually for the next five-year period and is based on a bottom-up approach to all of the Group's existing
operations, potential new operations and administrative functions. As part of the planning process,
consideration was given to the ongoing impact of Covid-19, occupancy growth, fee pricing, labour usage
and labour pricing.

Due to the limited adverse impacts of Covid-19 on the Group's trading, the Directors believe that appropriate
sensitivities in assessing the Group's ability to continue as a going concern are to model reductions in
occupancy growth; lower fee increases; increased labour usage; and increased labour pricing. The Directors
believe that a stress test of these sensitivities to assess the headroom available under the Group's debt
covenants and available liquidity provides meaningful analysis of the Group's ability to continue as a going
concern. Based on the headroom available, the Directors are then able to assess whether the reductions
required to breach the Group's financial covenants, or exhaust available liquidity, are plausible.

This stress test shows that, even after assuming a reduction in occupancy growth; lower fee increases;
increased labour usage; and increased labour pricing, the Group can still retain sufficient liquidity to meet all
liabilities as they fall due and remain compliant with the Group's financial covenants.

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

~



HC-One No.3 Limited

Directors’ Report
for the Year Ended 30th September 2022

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
Financial risks
The Company's activities expose it to a number of financial risks including credit risk and liquidity risk.

Credit risk
The Group's principal assets are bank balances and cash, tfrade and other receivables and tangible fixed
assets.

The Group's credit risk is primarily attributable to its trade receivables. Trade receivables are reviewed on a
regular basis to ensure they are collectable. The amounts presented in the balance sheet are net of
allowances for doubtful receivables, estimated by the Group based on previous experience and assessment
of the cumrent economic climate. Also, risk is spread over a large number of customers.

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned
by international credit-rating agencies

Liguidity risk
The Company has continued to maintain liquidity and sufficient working capital for its ongoing operations and
future developments.

PRINCIPAL RISKS AND UNCERTAINTIES
The Company's activities are exposed to a number of operational risks, which are listed below:

Reputational Risk .
Any serious incident relating to the provision of care services could result in negative publicity and increased
scrutiny from regulators, residents and families.

In order to mitigate this risk, the Group delivers employee training via a multi award winning mandatory and
specialist Learning and Development programme, has independent quality inspectors, carmiés out a Disclosure
and Barring Service check on all care staff and monitors complionce with an indusiry best electronic  system.
The Group also has clear governance processes to report on risks and incidents, and then implements
learnings from those events to mitigate the risk of future incidents.

Regulatory Risk

The Group's operations are subject to an increasingly high level of regulation and scrutiny by various regulators
across the UK. Inspections are largely unannounced and often involve several inspectors per home visit. The
failure to meet the appropriate national regulations could lead to a service being placed under special
measures, being subjected to enforcement notices or possibly forced to close.

To mitigate this risk, the Group has a team of intemal inspectors who operate using an inteligence-based
intemal inspection framework to continually monitor compliance to intemal quality measures and external
regulations. The intemal inspections are shared with home managers and their line managers, and progress
against subsequent required actions is reviewed by both line management and our inspectors. Quality
measures, including Key Clinical Indicators, are monitored on a weekly basis, with management interventions
where appropriate. The Group also monitors complaints, incidents and safeguarding concerns, with a robust
framework in place to assess, investigate, resolve and learn.



HC-One No.3 Limited

Directors’ Report
for the Year Ended 30th September 2022

PRINCIPAL RISKS AND UNCERTAINTIES (continued)

Colleague Capacity and Competency

There is a risk of not recruiting or developing the right calibre of leadership and/or not developing the core
competencies needed to manage an organisation of the Group's scale and complexity. There is also arisk of
not having the cormect resources in place and establishing the level of carer, manager and clinical capacity
and capability, for the unique and persondlised levels of care our residents need and/or for which we are
commissioned.

We have added to our leadership capability in recent years, enabling the cultural changes required to attract
even more talent, from inside and outside of the sector. Our focus on personal and professional, rooted in
trust-based Growth Conversations, are enabling us to invest in the skills, knowledge and experience we need
for today and for the future. Our overseas nursing programme is a key channel to bringing in additional
nursing skills, as we invest in our clinical capability, in areas such as our Nursing Assistant Programme.
Monitoring of Key Clinical Indicators gives management the view of acuity and changing care needs, such
that changes can be made to the care model as required. Fexibility, rooted in personalised care and
requiring flexible working practices, is behind our investment in FlexfForce, an innovative contract which
creates consistent monthly income, wrapped in the deployment of hours flexibly across days and Homes. This,
combined with the push to anchor decisions on resource allocation in our Homes, will integrate more flexible
practices for delivering care and working practices.

Property Risks

Property risks include the risk of major fire, legionella outbreak, other loss of buildings and major equipment
failure. The impact of a major fire could endanger lives of our residents and colleagues. The effect of loss of
buildings and/or major equipment failure may result in significant disruption to care service provided.

External fire risk assessments are completed every two years with an intemal review carmied out in between.
This highlights any fire risk concerns, be that physical aspects of the building or elements of operational control.
Full compliance is targeted for all statutory pre-planned maintenance activities, and this includes fire alarms
and gas certification. A programme of colleague training is in place to ensure colleagues are adequately
equipped to deal with fire emergencies but also they are aware of things that may result in fire. Legionella
testing and compliance programme is in place in all homes.

A significant and comprehensive pre-planned maintenance schedule exists for all major pieces of equipment.
Much of this is legally driven and full compliance is the target. The Group has various contingencies in place
for a variety of major equipment failure.

Recent events affecting the supply of energy may now lead to the risk of planned or unplanned blackouts,
and although considered to be unlikely this is now a risk. This is mitigated through various business continuity
plans and also having the ability to source generators at short notice.

Changes to Commissioning

Changes to national Adult Social Care funding arangements, legislation or changes to levels of
council/National Health Service funding, in relation to how an individual funds their care, could have a
material impact on our business model operations and Group profitability.

The Group has quality processes and amrangements, which support us to be first choice provider in the
communities we serve, to ensure continued demand, regardiess of funding and system changes. The Group
continues to lobby through national, regional and local Care Associations and partner with professional
bodies. The Group monitors and contributes to Govemment research, working groups and consultation
exercises.

Following an announcement in the government's Autumn Statement 2022, the planned adult social care
charging reforms are now delayed until October 2025.

Potential future pandemics
The impact of a pandemic, lke COVID-19, is demonstrably a maqjor risk for those we care for and for the
Group's finances and ability to deliver its long-term goals.



HC-One No.3 Limited

Directors' Report
for the Year Ended 30th September 2022

We continue to work with the Department for Health and Social Care, enabling us to proactively prepare for
such events. The Group also has local NHS partnerships and strong relationships with colleague union
representatives. Significant emphasis is placed on cost control and cash flow, due to the financial impact of
any home going into outbreak and unable to accept admissions. Furthermore, the Group performs scenario
analysis and modelling of forecasts and cash flows for next five financial years.

DIRECTORS' INDEMNITIES
The Company has made qualifying third party indemnity provisions for the benefit of its Directors, which were
made during the year and remain in force to the date of this report.

DISABLED EMPLOYEES

Applications for employment by disabled persons are always fully considered, bearing in mind the abilities of
the applicant concemed. In the event of members of staff becoming disabled every effort is made to ensure
that their employment with the Company continues and that appropriate training is arranged. It is the policy
of the Company that the training, career development and promotion of disabled persons should, as far as
possible, be identical to that of their other employees.

ENGAGEMENT WITH EMPLOYEES

The Company places considerable value on the involvement of its employees and has continued to keep
them informed on matters affecting them as employees and on the various factors affecting the performance
of the Company. This is achieved through formal and informal meetings and the weekly newsletters.

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

So far as the directors are aware, there is no relevant audit information (as defined by Section 418 of the
Companies Act 2006) of which the Company's auditors are unaware, and each director has taken all the
steps that he ought to have taken as a director in order to make himself aware of any relevant audit
information and to establish that the Company's auditors are aware of that information.

ON BEHALF OF THE BOARD:

Mr D A Smith - Director

29th March 2023



HC-One No.3 Limited

Directors’ Responsibilities Statement
for the Year Ended 30th September 2022

The directors are responsible for preparing the Strategic Report, the D«recfors Report and the financial
statements in accordance with applicable law and regulations.

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

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

- select suitable accounting policies and then apply them consistently;

- make judgements and estimates that are reasonable and prudent;

- state whether applicable UK accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

- assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern; and

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

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



Report of the Independent Auditors to the Members of .
HC-One No.3 Limited " -

Opinion

We have audited the financial statements of HC-One No.3 Limited (the 'Company'} for the year ended
30th September 2022 which comprise the Statement of Comprehensive Income, Balance Sheet, Statement of
Changes in Equity and Notes to the Financial Statements, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is applicable law and
United Kingdom Accounting Standards, including Financial Reporting Standard 102 ‘The Financial Reporting
Standard applicable in the UK and Republic of Ireland' (United Kingdom Generally Accepted Accounting
Practice).

In our opinion the financial statements:

- give a true and fair view of the state of the company's affairs as at 30 September 2022 and of its for the loss
year then ended;

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

- have been prepared in accordance with the requirements 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 under those standards are further described in the Auditors' responsibilities
for the audit of the financial statements section of our report. We are independent of the Company in
accordance with the ethical requirements that are relevant to our audit of the financial statements in the UK,
including the FRC's Ethical Standard, and we have fulfiled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

GOING CONCERN

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

In our evaluation of the directors’ conclusions, we considered the inherent risks to the company's business
model and analysed how those risks might affect the company's financial resources or ability to continue
operations over the going concern period.

Our conclusions based on this work:

- we consider that the directors’ use of the going concemn basis of accounting in the preparation of the
financial statements is appropriate;

- we have not identified, and concur with the directors’ assessment that there is not, a material uncertainty
related to events or conditions that, individually or collectively, may cast significant doubt on the company's
ability to continue as a going concern for the going concern period.

However, as we cannot predict all future events or conditions and as subsequent events may result in
outcomes that are inconsistent with judgements that were reasonable at the time they were made, the above
conclusions are not a guarantee that the company will continue in operation



Report of the Independent Auditors to the Members of
HC-One No.3 Limited

Fraud and breaches of laws and regulations - ability to detect

To identify risks of material misstatement due to fraud ("fraud risks") we assessed events or conditions that could
indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk
assessment procedures included:

- Enquiring of directors, and the audit committee, as to the group's high-level policies and procedures to
prevent and detect fraud, including the group's channel for "whistieblowing", as well as whether they have
knowledge of any actual, suspected or alleged fraud.

- Reading Board minutes.

- Considering remuneration incentive schemes and performance targets for senior management and
directors.

- Using analytical procedures to identify any unusual or unexpected relationships.

We communicated identified fraud risks throughout the audit team and remained alert to any indications of
fraud throughout the audit.

As required by auditing standards, and taking into account possible pressures to meet profit targets, and our
overall knowledge of the control environment, we perform procedures to address the risk of management
overide of controls, in particular:

- the risk that group management may be in a position to make inappropriate accounting entries;

- the risk of bias in accounting estimates and judgements such as the valuation of properties within the group;
and

- the risk that fee income is misstated through recording revenues in the wrong period.
We did not identify any additional fraud risks.
We performed procedures including:

- Identifying journal entries to test based on risk criteria and comparing the identified entries to supporting
documentation. These included those posted to cash accounts, finance expenses and rental expenses, with a
corresponding entry in unusual accounts;

- Evaluated the business purpose of significant unusual transactions;
- Assessing whether the judgements made in making accounting estimates are indicative of a potential bias;

- Identifying revenue transactions posted prior to and after the year end and tracing these transactions to
appropriate supporting documentation to verify the service was recognised in the comect period.
Identifying and responding to risks of material misstatement due to non-compliance with laws and regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect on
the financial statements from our general commercial and sector experience, and through discussion with the
directors (as required by auditing standards), and discussed with the directors the policies and procedures
regarding compliance with laws and regulations.

We communicated identified laws and regulations throughout our team and remained alert to any indications
of non-compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the group is subject to laws and regulations that directly affect the financial statements including
financial reporting legislation {including related companies legislation), distributable profits legislation, taxation
legislation, and UK Care Standards as defined by the Care Quality Commission, and we assessed the extent of
compliance with these laws and regulations as part of our procedures on the related financial statement
items.



Report of the Independent Auditors to the Members of
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Secondly, the group is subject to many other laws and regulations where the consequences of
non-compliance could have a material effect on amounts or disclosures in the financial statements, for
instance through the imposition of fines or litigation or the loss of the group's license to operate. We identified
the following areas as those most likely to have such an effect: health and safety, anti-bribery, general data
protection regulation (GDPR), employment law, and environmental protection legislation, recognising the
nature of the group's activities and its legal form. Auditing standards limit the required audit procedures to
identify non-compliance with these laws and regulations to enquiry of the directors and other management
and inspection of regulatory and legal correspondence, if any. Therefore, if a breach of operational
regulations is not disclosed to us or evident from relevant comespondence, an audit will not detect that
breach.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected
some material misstatements in the financial statements, even though we have properly planned and
performed our audit in accordance with auditing standards. For example, the further removed
non-compliance with laws and regulations is from the events and transactions reflected in the financial
statements, the less likely the inherently limited procedures required by auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve
collusion, forgery, intentional omissions, misrepresentations, or the ovemide of intemal controls. Our audit
procedures are designed to detect material misstatement. We are not responsible for preventing
non-compliance or fraud and cannot be expected to detect non-compliance with all laws and regulations.

Directors’ report

The directors are responsible for the directors' report. Our opinion on the financial statements does not cover
that report and we do not express an audit opinion thereon.

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

- we have not identified material misstatements in the directors’ report;

- in our opinion the information given in that report for the financial year is consistent with the financial
statements; and

- in our opinion that report has been prepared in accordance with the Companies Act 2006.

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 opinion:

- adequate accounting records have not been kept, or retumns adequate for our audit have not been
received from branches not visited by us; or

- the financial statements are not in agreement with the accounting records and returns; or

- 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 respects.

Responsibilities of directors

As explained more fully in the Directors’ Responsibilities Statement set out on page seven, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such intemal control as the directors determine 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 assessing the 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 the directors either intend to liquidate the Company or to cease
operations, or have no realistic altemative but to do so.

10



Report of the Independent Auditors to the Members of
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Auditors’ responsibilities for the audit of the financial statements

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

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

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

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

e

Clare Partidge (Senior Statutory Auditor)
for and on behalf of KPMG LLP
Quayside House

110 Quayside

Newcastle-upon-Tyne

NE1 3DX

30th March 2023

n



HC-One No.3 Limited

Statement of Comprehensive Income
for the Year Ended 30th September 2022

Notes
TURNOVER 4
Cost of sales
GROSS PROFIT
Administrative expenses
OPERATING LOSS 7
Exceptional Costs 8
Loss on sale of tangible
fixed assets 8
Interest payable and similar expenses 9
LOSS BEFORE TAXATION
Tax on loss 10

LOSS FOR THE FINANCIAL YEAR

OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE LOSS FOR THE YEAR

The notes on pages 15 to 26 form part of these financial statements
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2022
£'000

6,674

(5,731)

943

(1,460)

(517)
(137)

(8)

(662)

(3)

(665)

(13)

(678)

(678)

2021
£'000

11,703

(11,562)

141

(2,778)

(2,637)

(2.637)

(5)
(2,642)

232

(2,410)

(2,410)




HC-One No.3 Limited (Registered number: 07417290)

Balance Sheet

30th September 2022
2022 2021
Notes £'000 £'000
FIXED ASSETS
Intangible assets i1 (95) (118)
Tangible assets 12 749 685
654 567
CURRENT ASSETS
Stocks 13 9 5
Debtors Amounts falling due within one
year 14 1,234 986
Cash at bank and in hand 131 384
1,374 1,375
CREDITORS: AMOUNTS FALLING DUE
WITHIN ONE YEAR 15 (3.204) (2,536)
NET CURRENT LIABILITIES (1.,830) (1.161)
TOTAL ASSETS LESS CURRENT LIABILITIES (1.176) (594)
PROVISIONS FOR LIABILITIES 16 {271) (175)
NET LIABILITIES (1,447) (769)
CAPITAL AND RESERVES
Called up share capital 17 - -
Retained earnings (1,447) (769)
SHAREHOLDERS' FUNDS (1,447) (769)

The financial statements were approved by the Board of Directors and authorised for issue on 29th March 2023
and were signed on its behalf by:

7l

Mr D A Smith - Director

The notes on pages 15 to 26 form part of these financial statements
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HC-One No.3 Limited

Statement of Changes in Equity
for the Year Ended 30th September 2022

Balance at 1st October 2020
Total comprehensive loss

Balance at 30th September 2021
Total comprehensive loss

Balance at 30th September 2022

Called vp

share Retained Total
capital earnings equity
£'000 £'000 £'000
- 1,641 1,641

- (2,410) (2,410)

- (769) (769)

- (678) (678)

- (1,447) (1,447)

The notes on pages 15 fro 26 form part of these financial statements
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HC-One No.3 Limited

Notes to the Financial Statements
for the Year Ended 30th September 2022

1. STATUTORY INFORMATION

HC-One No.3 Limited is a private company, limited by shares, registered in England and Wales. The
company's registered number and registered office address can be found on the Company
Information page.

2. ACCOUNTING POLICIES

/
Basis of preparing the financial statements
These financial statements have been prepared in accordance with Financial Reporting Standard 102
"The Financial Reporting Standard applicable in the UK and Republic of Ireland” and the Companies
Act 2006. The financial statements have been prepared under the historical cost convention.

The average monthly number of employees (excluding executive directors) was 203 (2021: 377).

The functional currency of the Company is considered to be pounds sterling because that is the
currency of the primary economic environment in which the Company operates.

The Company has taken advantage of the following disclosure exemptions in preparing these financial
statements, as permitted by FRS 102 'The Financial Reporting Standard applicable in the UK and
Republic of Ireland™

« the requirements of Section 7 Statement of Cash Flows;
+ therequirements of paragraphs 12.26, 12.27, 12.29(a), 12.29(b) and 12.29A;
« the requirement of paragraph 33.7.

Related party exemption

The company has taken advantage of exemption, under the terms of Financial Reporting Standard 102
‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’, not to disclose related
party transactions with wholly owned subsidiaries within the group.
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HC-One No.3 Limited

Notes to the Financial Statements - continued
for the Year Ended 30th September 2022

2. ACCOUNTING POLICIES - continved

Going concern

In assessing the basis of preparation of the financial statements for the year ended 30 September 2022,
the Directors use the Group's anticipated future cash flows and undertake a range of sensitivities to
identify any plausible situations which could put pressure on the Group's ability to continue as a going
concern. In challenging the Director's assessment in respect of the going concern statements, which
were based on anticipated future cash flows agreed by the Board as part of the Group's planning
process, the Directors focused on the Group's headroom within its financial covenants and the liquidity
available in the Group. The period of assessment is considered to be at least 12 months from the date
of approval of these financial statements

At 30 September 2022, the Group's principal facility is a loan of £570.0m, which consisted of £540.0m
towards repayment of existing Group indebtedness and a further facility of £30.0m available for draw
down to fund working capital. No financial covenants are tested within the period to 30 September
2022 and there is no amortisation during the term of the loan. Financial covenant testing commences
on 30 June 2023 with a leverage ratio of 8.50; a debt service cover ratio of 1.10 and a minimum cash
balance of £1ém.

The Directors have undertaken a rigorous assessment of going concern and liquidity, taking into
account financial forecasts, as well as the potential impact of key uncertainties and sensitivities on the
Group's future performance. In making this assessment the Directors have considered the Group's
existing debt levels, the committed funding and liquidity positions under its debt covenants, its ability to
generate cash from trading activities and its working capital requirements. The Directors have also
identified a series of mitigating actions that could be used to preserve cash in the business should the
need arise.

The basis of the assessment continues to be the Board-approved business plan. The business plan is
prepared annudlly for the next five-year period and is based on a bottom-up approach to all of the
Group's existing operations, potential new operations and administrative functions. As part of the
planning process, consideration was given to the ongoing impact of Covid-19, occupancy growth, fee
pricing, labour usage and labour pricing.

Due to the limited adverse impacts of Covid-19 on the Group's trading, the Directors believe that
appropriate sensitivities in assessing the Group's ability to continue as a going concern are to model
reductions in occupancy growth; lower fee increases; increased labour usage; and increased labour
pricing. The Directors believe that a stress test of these sensitivities to assess the headroom available
under the Group's debt covenants and available liquidity provides meaningful analysis of the Group's
ability to continue as a going concern. Based on the headroom available, the Directors are then able
to assess whether the reductions required to breach the Group's financial covenants, or exhaust
available liquidity, are plausible.

This stress test shows that, even after assuming a reduction in occupancy growth; lower fee increases;
increased labour usage; and increased labour pricing, the Group can still retain sufficient liquidity to
meet all liabilities as they fall due and remain compliant with the Group's financial covenants.

Consequently, the Directors are confident that the Group will have sufficient funds to continue to meet

its liabilities as they fall due for at least 12 months from the date of approval of the financial statements
and therefore have prepared the financial statements on a going concern basis.
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HC-One No.3 Limited

Notes to the Financial Statements - continved
for the Year Ended 30th September 2022

2. ACCOUNTING POLICIES - continued

Turnover

Tumnover represents fee income receivable from care services provided. Turnover is recognised in the
period in which the Company obtains the right to consideration as the services provided under
contracts have been delivered and is recorded at the value of the consideration due.

Where payments are received from customers in advance of services provided, the amounts are
recorded as defemred income and included as part of Creditors due within one year.

Intangible assets ~ negative goodwill arising on business combination

The acquisition of RV Care Homes Limited was completed on 29 September 2018 for total cash
consideration of £1 giving rise to negative goodwill. Negative goodwil, which represents the excess of
the fair value of the identifiable assets and liabilities acquired over the cost of an acquisition, is
included in the balance sheet and is amortised over the years expected to benefit. The period of
amortisation is 10 years.

Intangible assets- licences
Separately acquired licences are included at cost and amortised on a straight line basis over their
estimated useful economic life equal to the length of the licence.

Tangible fixed assets

Tangible fixed assets are stated at cost or valuation, net of depreciation and any provision for
impairment. Depreciation is provided on all tangible fixed assets, other than freehold land, at rates
calculated to write off the cost or valuation, less estimated residual value, of each asset on a
straight-line basis over its expected useful life, as follows:

Buildings and grounds - shorter of the term of the lease, or the useful economic life of the asset
Fixtures and fittings - over 3-10 years
Motor vehicles - over 5 years

Impairment reviews are performed where there are indicators that the carmrying value may not be
recoverable. Animpairment loss is recognised in the income statement to reduce the camying value to
the recoverable amount.

Stocks
Stock is valued at the lower of cost and estimated net realisable value.

Finance costs

Finance costs include interest payable on borrowings calculated using the effective interest method.
Interest expenses are recognised in the profit and loss account as they accrue.
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HC-One No.3 Limited

Notes to the Financial Statements - continued
for the Year Ended 30th September 2022

2. ACCOUNTING POLICIES - continved
Taxation
Current tax, including UK corporation tax, is provided at amounts expected to be paid (or recovered)
using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date.

Deferred tax is provided in full on timing differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax in the
future or a right to pay less tax in the future have occurred at the balance sheet date. Timing
differences are differences between the Company's taxable profits and its results as stated in the
financial statements that arise from the inclusion of gains and losses in tax assessments in  periods
different from those in which they are recognised in the financial statements.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the basis
of all available evidence, it can be regarded as more likely than not that there will be suitable taxable
profits from which the future reversal of the underlying timing differences can be deducted.

Deferred tax liabilities are recognised for timing differences arising from investments in subsidiaries and
associates, except where the Company is able to control the reversal of the timing differences and it is
probable that it will not reverse in the foreseeable future.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively
enacted by the balance sheet date that are expected to apply to the reversal of the timing
difference. In other cases, the measurement of defemed tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group expects, at the end of the
reporting period, to recover or settle the camying amount of its assets and liabilities.

Where items recognised in other comprehensive income or equity are chargeable to or deductible for
tax purposes, the resulting cument or deferred tax expense and income is presented in the same
component of comprehensive income or equity as the transaction or other event that resuited in the
tax expense orincome.

Current tax assets and liabilities are offset only when there is a legally enforceable right to set off the
amounts and the Company intends either to settle on a net basis or to redlise that assets and settle the
liability simultaneously.

Deferred tax assets and liabilities are offset only if: {a) the Company has a legally enforceable right to
set off cumrent tax assets against cumrent tax liabilities; and (b) the defered tax assets and defemred tax
liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity
or different taxable entities which intend either to settle cument tax liabilities and assets on a net basis;
or to redlise the assets and settle the liabilities simultaneously, in each future period in which significant
amounts of defemred tax liabilities or assets are expected to be settled or recovered.

Leases
Rentals paid under operating leases are charged to profit or loss on a straight line basis over the period
of the lease.

Pension costs and other post-retirement benefits

The Company operates both a Company Default Pension Scheme and a Stakeholder Pension Scheme.
The Company Default Pension Scheme is managed by an extemal third party. The Stakeholder Pension
Scheme is managed by the Company and funds are invested on the employee's behalf. Both the
Default Pension Scheme and the Stakeholder Pension Scheme is accounted for as a defined
contribution scheme and therefore the amount charged to the profit and loss account in respect of
pension costs and other post-retirement benefits is the contributions payable in the period. Differences
between contributions payable in the period and contributions actually paid are shown as either
accruals or prepayments in the balance sheet.
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Notes to the Financial Statements - continved
for the Year Ended 30th September 2022

2. ACCOUNTING POLICIES - continued

Debtors
Debtors are recognised at cost less any provision for impairment.

Creditors

Trade creditors are recorded initially at fair value, net of transaction costs incured. Any difference
between the amount initially recognised and the redemption value is recognised in the profit and loss
account over the year of the borrowing using the effective interest rate method.

Other creditors and accruals are measured at the best estimate of the expenditure required to settle
the obligation.

Share Capital
Ordinary shares are classified as equity and recorded at the par value of proceeds received, net of
direct issue costs.

Exceptional costs

Where applicable, the Company separately presents certain items as exceptional on the face of the
profit and loss account. Exceptional items are material items of income or expense that, because of
their size or incidence, are shown separately to improve a readers understanding of the financial
information.
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Notes to the Financial Statements - continued
for the Year Ended 30th September 2022

3. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Company's accounting policies, which are described in note 2, the directors
are required to make judgements, estimates and assumptions about the camying amounts of assets
and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

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

Critical judgements in applying the Company's accounting policies and key source of estimation
uncertainty

The following are the key sources of estimation uncertainty that the directors have assessed as being
applicable to the entity and that have the most significant effect on the amounts recognised in the
financial statements. It is deemed that there are no critical accounting judgements.

Fixtures and fittings

Accounting for fixtures and fittings involves the use of estimates for determining (a) the useful lives of the
assets, over which they are to be depreciated, and (b) the existence and amount of any impairment.
Details of fixtures and fittings are provided in note 11.

Fixtures and fittings are depreciated on a straight line basis over their estimated useful iives. When the
Company estimates useful lives various factors are considered including expected technology
obsolescence and the expected usage of the asset. The Company regularly reviews these assets useful
lives and future economic utilisation and the physical condition of the assets concerned. A significant
change in these circumstances may have a material impact on the carying value of these assets.

The carrying value of fixtures and fittings is assessed periodically to determine whether there are
indications of any impairment of the value beyond the depreciation charge. If this is the case, an
impairment charge is taken against the camying value of the assets and charged to profit and loss
account.

Deferred tax assets and liabilities

Deferred tax assets and liabilities require management judgement in determining the amounts to be
recognised; in particular judgement is used when assessing the extent to which defered tax assets
should be recognised with consideration given to the timing and level of future taxable income. Refer
to note 13 for further details of deferred tax liabilities recognised.

4. TURNOVER
The turnover and loss before taxation are attributable to the one principal activity of the Company.

An analysis of turnover by class of business is given below:

2022 2021
£'000 £'000
Elderly care 6,674 11,703
6,674 11,703

20 continued...



HC-One No.3 Limited

Notes to the Financial Statements - continued
for the Year Ended 30th September 2022

5. EMPLOYEES AND DIRECTORS

2022 2021

£'000 £'000
Wages and salaries A 4,095 8,386
Social security costs 299 540
Other pension costs 65 11

4,459 9,037
The average number of employees during the year was as follows:

2022 2021
Managers and care staff 203 377

For further details of pension costs refer to note 18.

6. DIRECTORS' EMOLUMENTS
The Directors of the Company are also the Directors of other group undertakings. Management do not
believe it is possible to allocate these costs to each individual company. Further details can be found in
the financial statements of HC-One Limited.

7. OPERATING LOSS

Operating (loss)/ profit is stated after charging:

2022 2021
£000 £000

Depreciation of owned assets (Note 12) 171 222
Amortisation of negative goodwill (Note 11} (20} (20}
Amortisation of Licences (Note 11) 9 9
Operating lease charges land and buildings 976 1,456
Fees payable in respect to the Audit of the Company's annual

financial statements 24 33

- Govemment grants Government grants (including Job Retention
Scheme, Infection Control Grant and Rapid Testing Grant) (124) (369)

Fees payable to the Company's auditor for the audit of the Company’s annual financial statements
include an amount payable for the audit of HC-One No.6 Limited, a fellow group undertaking.

In the period ended 30 September 2022, £Nil recharges were made to HC-One No.é Limited for the
provision of both audit and non-audit services.

8. EXCEPTIONAL ITEMS

Exceptional costs of £137k (2021:£nil) relate to exceptional payroll costs

9. * INTEREST PAYABLE AND SIMILAR EXPENSES
2022 2021
£'000 £'000
Bank interest 3 5
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Notes to the Financial Statements - continued
for the Year Ended 30th September 2022

10. TAXATION

Analysis of the tax charge/(credit)
The tax charge/(credit) on the loss for the year was as follows:

2022 2021
£'000 £'000
Deferred tax 13 (232)
Tax on loss 13 (232)
Tax on profit can be reconciled as follows:
2022 2021
£'000 £'000
Current tax:
UK corporation tax on profits for the year - -
Adjustment in respect to previous periods - -
Total current tax - -
Deferred tax:
Origination and reversal of timing differences (11) (141)
Adjustment in respect to previous periods 27 (21)
Effect of changes in tax rates (3) (70)
Total Deferred tax (13) (232)
Total tax per profit and loss account (13) (232)

The charge for the period can be reconciled to the loss per the Statement of Comprehensive Income

as follows:
Year ended
30September Year ended 30

2022 September 2021

£'000 £'000
Profit/ (Loss) for the year _ (665} (2,642)
Tax on profit/(loss) at standard UK tax rate of 19.0% (2021:
19.0%) (126) (502)
Effects of:
Expenses not deductible 3 63
Income not taxable (n -
Effects of group relief/ other reliefs 113 298
Adjustment from previous periods 27 (21)
Tax rate changes (3} (70)
Tax charge (credit) for year 13 (232)

Finance Act 2020 enacted provision to increase the UK Corpordﬁon tax rate to 19% from 1 April 2020
and accordingly the deferred tax at 30 September 2021 was calculated at this rate.

Finance Act 2021 which was Substantively Enacted on 24 May 2021 included provisions to increase the

rate further to 25% effective from 1 April 2023 and the rate has been applied when calculating the
deferred tax at the year end.
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Notes to the Financial Statements - continued
for the Year Ended 30th September 2022

1. INTANGIBLE FIXED ASSETS
Negative
Goodwill Licences Totals
£'000 £'000 £'000
COsT
At 1st October 2021 (198) 77 (121)
Additions - 12 12
At 30th September 2022 (198) 89 (109}
AMORTISATION
At 1st October 2021 (80) 77 (3)
Amortisation for year (20) 9 (11}
At 30th September 2022 (100) 86 (14)
NET BOOK VALUE
At 30th September 2022 (98} 3 (95)
At 30th September 2021 (118) - (118)
127 TANGIBLE FIXED ASSETS
Fixtures
Buildings and
and Grounds fittings Totals
£'000 £'000 £'000
COsT
At 1st October 2021 454 639 1,093
Additions (16) 251 235
At 30th September 2022 438 890 1,328
DEPRECIATION
At 1st October 2021 109 299 408
Charge for year : 26 145 171
At 30th September 2022 135 444 579
NET BOOK VALUE
At 30th September 2022 303 446 749
At 30th September 2021 345 340 685

During the year there were (£16,000) of additions to Buildings & Grounds and these are as a result of
timing differences in the receipt of capital grants for refurbishments across the portfolio from our

landlords. .
13. STOCKS
2022 2021
£'000 £'000
Stocks 9 5

The replacement cost of the above stock would not be significantly different from the values stated.
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Notes to the Financial Statements - continued
for the Year Ended 30th September 2022

14. DEBTORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Trade debtors

Amounts owed by group undertakings
Other debtors

Deferred tax asset

Prepayments and accrued income

2022
£'000
240
144
145
281
424

1,234

As at 30 September 2022, amounts owed by Group undertakings totalled £144,000
These amounts are due on demand with no fixed repayment date and bear no interest.

Deferred tax _asset
Deferred tax asset:

Asset at start of year

Adjustment in respect of prior years

Deferred tax charge to Statement of Comprehensive Income for the
year

Asset at the end of the year

Fixed asset timing differences
Short term timing differences (trading)

Defemred tax assets
Recoverable within 12 months

15. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Trade creditors

Amounts owed to group undertakings
Social security and other taxes

Other creditors

Accruals and deferred income

(2021: £202,000).

2022 2021
£'000 £'000
294 62
(27) 21
14 211
281 294
2022 2021
£'000 £'000
278 291
3 3
281 294
2022 2021
£'000 £'000
281 294
281 294
2022 2021
£'000 £'000
757 365
1,578 1,293
73 71
34 14
762 793
3,204 2,536

As at 30 September 2022, amounts owed to Group undertakings totalled £1,578,000 (2021: £1,293,000).
These amounts are due on demand with no fixed repayment date and bear no interest
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16. PROVISIONS FOR LIABILITIES

2022 2021
£'000 £'000
Other provisions 221 125
Onerous Lease 50 50
271 175

Other provisions

During the financial year, the Group created provisions totalling £221,000 (2021: £125,000) for various
items including £118,000 for insurances and £100,000 for the potential repayment of Covid-19 related
Govemment Grants

Onerous lease provision

In the previous financial year following a a review of the property lease portfolio £50,000 was charged
to the Statement of Comprehensive Income for closed homes where there is an ongoing rent liability.
This provision has been provided for again in the current financial year

17. CALLED UP SHARE CAPITAL
Allotted, issued and fully paid:
Number: Class: Nominal 2022 2021

valve: £ £

100 Ordinary 1 100 100
The profit and loss reserve represents cumulative profits and losses.

18. PENSION COMMITMENTS
The Company operates defined contribution retirement benefit schemes for all qualifying employees.
The total expense charged to the profit and loss in the year ended 30 September 2022 was £65,000
(2021: £111,000).

19. CONTINGENT LIABILITIES AND GUARANTEES
There are no noted contingent liabilities and guarantees.

20. FINANCIAL COMMITMENTS

Capital commitments relate to amounts contracted for in relation to the purchase of property, plant
and equipment. The total capital commitment as at 30 September 2022 was £nil (2021: £nil).

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

At 30 September 2022 At 30 September 2021

£'000 £'000

- within one year 881 881
- between one and five years 3,523 3,523
- in more than five years 13,211 14,972

The operating lease of land and buildings relates to care homes which are subject to rent reviews at
specified intervals and provide for the lessee to pay all insurance, maintenance and repair costs.
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21.

22.

23.

RELATED PARTY DISCLOSURES

The Company has taken the exemption provided under FRS 102 to not disclose intercompany
transactions with other group undertakings within the HC-One Holdco 3 group (formerly FC Skyfall
Holdco 3 Limited).

POST BALANCE SHEET EVENTS

No significant events are noted between the year ended 30 September 2022 and to date of signing of
this report.

ULTIMATE PARENT UNDERTAKING & CONTROLLING PARTY

The Company's immediate parent undertaking is HC-One Limited, a company incorporated in
England.

The Directors regard Skyfall LP, a limited partnership incorporated and registered in the Cayman Isiands,
as the ultimate parent undertaking.The ultimate controlling party, beyond Skyfall LP, is Skyfall GP Limited
a company incorporated in Cayman Istands.

The smallest into which these financial statements are consolidated is HC-One Holdco 3 Limited (with
egistered office at C/O Maples Corporate Services Limited PO BOX 309, Ugland House, Grand Cayman,
KY1-1104, Cayman Islands.

The largest group into which these financial statements are consolidated is HC-One TopCo Limited with
registered office at C/O Maples Corporate Services Limited PO BOX 309, Ugland House, Grand
Cayman, KY1-1104, Cayman Islands.”

Copies of HC-One Holdco 3 Limited financial statements to 30 September 2022 are available from the
Companies House at Crown Way, Cardiff, Wales CF14 3UZ
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