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MH SERVICES INTERNATIONAL HOLDINGS {UK) LIMITED

GROUP STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The director presenis the Group Stralegic Report for MH Services Intemationat Holdings (UK} Limited (the
*Company”} and Its subsldlarles and assoclated companies (“the Group) for tha year snded 31 Decernbar 2018.

Introduction

The principal activities of the Group comprisa the provision of a range of primary healthcare services, healthcare
intagration consultancy services, and behavioural health services to NHS clinical commissloning groups and
other NHS commiasioning bodies,

The Company's principal activity Is 1o act as an investimant holding company with expanse baing Incurred to
further grow the UK Group and seek out additiohal investments.

Business review
Review of the year ended 31 Dacember 2018

The Group pravides a range of pimary care services thal hava bean established ta provide solutians to cument
challenges for our NHS commissioners and to Increase patient cholce and service quallty, The Group's stralegy
Is centrad on continued Innovatian and service development in partnership with NHS commissionars.

During the year to 31 December 2018, the direciors have continued to be focused on crealing a profitable and
suslalnable business model as a stralegic pariner to the NHS that delivers lirst class care for the patient,
although the loss after tax has Increased in comparison lo the year ending 31 December 2017. Revenue has
dacreased from prior year dus to strateglc exit of a number of contracls acrass our Surgeries business. This is a
reflection of a change In approach to our market strategy, as the business aligns its operations with a renewed
plan intended to faclilitate long-term growth and profitabllity. As a result, 8 number of sirategic dacislons have
been laken through 2018 to exit contracts that have not historicelly fuifilted profitabllity targets, or that do not fit
with our growth strategy. This Is evidenced by the fact that whilst the reduction In year on year revenue has been
12.4%, gross margin has remained stable at 16.8% in 2018 and 16.7% In 2017.

In addition, tha loss for the year Includes an impairment of £8,825k writlen off the value of the Group's goodwill
and Intangible assets. Following the Impalrment, the value of goodwill and customear relationshlp intangible
assals hald on the Balanca Sheet of the Group at 31 December 2018 is ENIL

In March 2018, MH Services International (UK) Limited became the new parant underaking of Operaose Health
Limited (formery Centene UK Limited), who owned a 75% controling interest In Qperose Health {Group) Limited
{formerly The Practice (Group) Limited). Also, in March 2018, MH Services International {UK) Limited acquired
the remalning shares in Operose Health (Group) Limlted and was also loaned the inltial 75% ownership In
Operose Health {Group) Limited from Operose Health Limited, making MH Services International (UK) Limited
the single direct parent of Operose Health (Group) Limited. As of 31 December 2018, Operose Health Limited
and Oparose Health {Group) Limited, including lis controlled subsidiaries, were wholly owned subsldlaries of MH
Services Intermnational (UK) Limited, and MH Services Intarnatlonal (UK) Limited remalned a wholly owned
subsidiary of MH Services Intemnational Holdings (UK} Limited.
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MH SERVICES INTERNATIONAL HOLDINGS (UK} LIMITED

GROUP STRATEGIC REPORT {CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2018

Position at 31 December 2018 and fulure devalopmentls

The Company and ils parent undertaking have continued signlficant investmant in ts UK operations, with a new
senior leadership team being embedded through 2019, cemplimented by a number of strategic investments.
This investment is Interided to lay the foundations for the Group's longer-term growth, and il Is expected that the
investments made lhrough 2018 wilt laad to significanily improved financtal performance of the Group In future
years.

Rationalisation of our business activiles and ongolng challenge as to how we cen Improve from within has
continued Into 2019, as the business continues to divest of activities that have not met profitabliity targets. As a
result, on 31 March 2019, Oparose Health Limited exited the Surmey Borders Partnershlp NHS Trust CAHMS
conlract, on 30 Juna 2019 Operose Health Limited exiled the Surrey Borders Parlnarship NHS Trust CFHS
contract, and on 1 July 2019, Operase Health {Group) UK Limited {formery The Practice Services Limited)
divestad Ils complex care service division, Including the contracts and related assets. In addition, during 2019 ths
Group discontinued the provision of healthcare consultancy services @b the existing contract from 2018 came Lo
an end.

This continued commitment to investment in growth [s supported, as noted within the Director’s Repor, by
continued parent company support, which has resulled in an additional £6.9m of funding received from the
Company's parant undertaking during 2019.

Financlal key performance Indicators

The Group's strategy is entirely conslistent with the widely documented need for the NHS to achleve efficiencles,
adapt new ways of warking and pariner with lmmovalive organisations (both public and independent sector
organisations) to achleva the NHS strategy set out in its ‘Five Year Forward View'.

Key performance indlcators

Year ended Year ended
31 Decembar 31 December
2018 2017
£'000 £'000
Reavenue 33,860 38,755
EBITDA {16,697} {6,641)
Loss befare tax {23,709) {10,508)
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MH SERVICES INTERNATIONAL HOL.DINGS (UK) LIMITED

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

Principal risks and uncertainties

Tha director has overali responsibility for the Group's approach to assessing and managing risk, with the Greup's
manegement teams being responsible for the implementation of policles on risk control and compliance with
such policles, The Group central support centre offars compliance suppon, such as compliance asudit, financial
review, clinlcal governance and health and safety, which work to manage, reduce and, where passible, eliminale
risk and uncertainties. The fallowing key risks and uncerialntiss are key considerations In the Group’s risk
managemant activitias:

Price risk

The Group's purchase of goads and services is subject to inflation. Revenue for sarvices are at contracted rates
for the duration of coniracl periods for most of the Group's contracts. Conlract rates are typically elther fixed,
subjact to Inflalienary uplifis or adjusled by reference fo NHS tariffs. The Group has no exposure to equity
securltles price risk, as It halds nc listed or ather equity Investments.

Credit risk

The Group's customer base Is pradominantly NHS antilies and sesura institullons which ara ultimately funded by
central government and thus any credit exposure [s minimal.

Liquidity risk

The Group monitors its liquidity position on a regular basis and leverages resources within the Group and from
parant company support.

Interest was pald during the year ended 31 December 2018 to service property mortgage and lease purchase
agreemants. As of 31 Decamber 2018, there is no interest payable on intemal or external loans or financing.

Political and Reguletory risk

Gurrent and potentlal naw NHS legislation is monitored by the Bourd and execullve management o ensure the
Group's product niferings are relavant to the UK healthcare market.

Brexit

The Group fages risks assoclated with the potential uncerainty and disruptions that mey lead up to and follow
Braxit, including potential material changes to the regulatory ragime applicable to the Group's operations in tha
UK. Brexit could advarsaly affect Eurapean or worldwide polilical, regulatory, economie, ar markel condltions and
could contribute to Instabliity in global political institutions, regulatory agencles, and financlal markets. For
axample, depending on the terms of Brexit, the UK could also loss access to tha single EL) market and to the
global trade deals negotiated by the EU on behalf of its membaess. Any of these effects of Brexlt and others the
Group cannot anticipate or that may avolve over time could adversely affect the Group's business, rasults of
operations, and financlal condition. Management are closely monitoring Brexit developmants in order to try and
mitigata any adverse risks to the Group.
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MH SERVICES INTERNATIONAL HOLDINGS {UK) LIMITED

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

This report was approved by the board and signed on its behalf,

WL WIPREN I\ W

T Dinkelman
Director

pate: 19 Decembey 2019
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

DIRECTOR'S REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The director presents her report and the financial statements for the year ended 31 Dscember 2018.

Results and dividends

The loss for the year, afler taxation and minority Interests, amounted to £22,728k (2017: loss £9,920k).

The direclor does not racommend the paymant of a dividend In respect of the year (2017: £Ni).

Diractor

The director who served during the year and up to the data of appraval of the financlal statemeants was:

T Dinkelman

Employee engagament

The Group’s human resources team and human resources syslems and processes Include provislon for the
gathering of employee feedback on mallers of interest and concem to the Group's employees. Local site
locations are oversean by business managers whe pravide a communications link o and from the senlor
management feam. Thera are a range of internal communications tocls, including e-mall notices, nawslatiers,
staff surveys and brlefings in order to keep employeas informed of the pragress of the business and the market
environment,

Employment of disabled persons

The Group Is commiltted to pramoling equalily of opportunity for all staff and job applicants. The Group has
established an anvironment in which all Indlviduals are abla to make best use of their skilils, free from
discrimination or harassment, and In which all decisions are based on merit. The Group considers the
employment neads of diaabled pecple and complies with current legislation wilh regard to thelr employmaent.
Where possible, the Group will continue to employ and promote the careers of existing employses who become
disabled and will conslder disablad persons for employment, subsequent training, carear development and
promation on the basis of thelr aplitudes and abitities.

Qualifying third party indemnity provisions

Qualifying thlrd party indemnity provisions for the benefit of the director and officers was In farce during the
financial yaar.

Craditor policy

The Group seeks to follow best practice guidelines lald down by the Department of Business, Innovation and
Skills to pay suppllars In line with thelr agreed payment terrns subject fo suppliers meefing thelr conlractual
obligations. The Group continually reviews its supply chain with a view to meximising Lhe sirength of relationships
with its preferred suppllers and cbtaln best prices.

Matters covered in the Group Strategic Report

Whera necessary, distlosures relating to princlpal risks and unceriainties have been made in the Group
Strategic Report and hava not baen repeated here In accordance with Section 414C of the Companias Act 20086,

Page 5



MH SERVICES INTERNATIONAL HOLDINGS {UK) LIMITED

DIRECTOR'S REPORT (CONTINUED}
FOR THE YEAR ENDED 31 DECEMBER 2013

Disclosure of information to auditor
The director at the time when this Direclor's Report is approved has confirmed that:

. so far as she is aware, there Is no relevant audit Informallon of which the Company and the Group's
auditor is unaware, and

- she has taken all the steps that ought to have been taken as a director It arder to be aware of any
relevant audit information and to establish that the Company and the Group's auditor is aware of that
information.

Post Balance Sheet avents

Ta date In 2018, Operose Health Limited has received £5,000k and Operose Health {Group) Limlted has
received £1,800k of cash fundings from Centene Corporation for opsralional cash needs,

On 31 March 2019 Operose Health Limited exlfed the Surrey Borders Partnership NHS Trust CAHMS contract,
and on 30 Juna 2019 Operose Haalth Limiled exited the Surrey Barders Partnership NHS Trust CFHS contract.

On 1 July 2019, Operosa Health (Group) UK Limited divested ils complex care service division, including the
contracts and related assets.

Tha Company also provided addilional funds during 2019 to Its subsidlary, MH Services International (UK}
Limited, to fund its acquisition of a new equity method invesiment amounting to approximately £18,700k.

Auditor

The audltor, KPMG LLP, will be proposed for reappointment In accordance with section 485 of the Companles
Act 2006.

This report was approved by the board and signed on its behalf.

RO TNy WA 2\ Py

T Dinkelman
Director

pate: 19 [DeCcemper 2019
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

DIRECTOR'S RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2018

The director is responsible for praparing the Group Strategic Reporl, the Director's Report and the financlaj
staternents In accordance with applicable law and regulations.

Company law raquires the director lo prepare financiat stalements for each financial year. Under that law they
hava elacted to prepare the Group and Parent Company financlat statements in accordance with UK aceounting
standards and applicable law (UK Genarally Accepled Accounting Practice), including FRS 102 The Financlal
Reporling Standard applicable in the UK and Republic of lreland.

Under company {aw the director must not approve the financial statements unless they are salisfled that they
glve a true and falr view of the state of affairs of the Group and Parent Company and of their profit or loss for that
period. In preparing each of the Group and Parant Company financial statements, the director Is required to:

. select sultable accounting policies and than apply them consistently;
. make Judgements and estimates that are reasenable and prudent;

. state whether applicable UK accounting standards have been fallowed, subject ta any material dapartures
disclosed and axplalned in the financial statements;

. assess the Group and Parent Company's abliity to confinue &s a going concern, disclosing, as applicable,
mallsers related to going concern; and

. use the going cancern basis of accounting unless they either Intend to liquidate the Group or tha Parent
Company or to cease operations, or have no realistic alternative but to do so.

The diractor is responsible for keeplng adequale accounting records that are sufficlent to show and explain the
Parant Company's lransactlons and disclose with reasonahla accuracy at any time the financlal position of the
Parent Company and enable them to ensure that its financial statemants comply with the Companles Act 2006,
They are responsible for such internal control as they determine is necessary to enable the preparation of
financial statements that are free from materlal misslatement, whether due lo fraud or awor, and have general
responsibliity for taking such steps as are reasonably open to them ta safeguard the assets of the Group and to
pravent and detect fraud and athar liregularities.
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF MiH SERVICES INTERNATIONAL
HOLDINGS {(UK) LIMITED

Opinion

Wae have audlied tha financial statements of MH Services International Holdings (UK} Limited ("the Company”)
for tha year ended 31 Decembar 2018 which comprise tha Consolldated Statement of Comprehansivae Income,
Cansolidated Balance Sheat, Company Balanca Sheet, Cansolidatad Stetemant of Changes in Equity, Company
Statement of Changes in Equity, Consolldated Statemenis of Cash Flows and related noles, including the
accounting policies in note 2.

In our opinlon the financial siatements:

» glve a true and fair view of the state of the Group’s and of the Parent Company’s affairs as at 31
December 2018 and of the Group's loss far the year then ended:

. have been properly prepared In accordance with UK accounting standards, Including FRS 102 The
Financlal Reporting Standard applicable in the UK and Republic of Ireland; and

. have been prepared In accordance with the requirements of the Campanies Act 2006,

Basis for opinion

We conducted our audit in accordance with Intemational Slandards on Auditing (UK) ("ISAs (UK)") and
appllcable law. Our responsiblilties are described below. Wae hava fulfilled our sthical responsibliities under, and
ara Independent of the group In accordance with, UK ethical requirements including the FRC Ethicat Standard.
We beliave that the audit evidence we have ohtained Is a sufficlent and approprizte basis for our opinlon.

The Impact of uncertainties dua to the UK exiting the European Union on our audit

Uncenrainties related to the effects of Brexit are relsvant 1o understanding our audit of the financial statements.
All audits assess and chalienge the reasonableness of estimates made by the director, such as the recaverabllity
of trade debliors and related disclosures and the appropriateness of the golng concem basls of preparation of the
financlal statements. All of these depend on assessments of the fulure sconomic envircnment and the Group's
future prospects and performance.

Brexit is one of tha most significant economic events for the UK, and at the date of this raport its effects are
subject lo unprecedented {evels of uncertalniy of outcomes, with the full range of possible effects unknewn. We
applied a slandardised firm-wide approach In rasponse to that unceriainty when assessing the Group's future
prospects and performance. However, no audit should be expacted to predict the unknowable factors ar all
possible fulure Implicalions for a Group and this Is parlicularly the case in relation lo Brexit.
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF MH SERVICES INTERNATIONAL
HOLDINGS {UK) LIMITED

Going concern

The direclor has prepared tha financlal statemments on the going concemn basls as lhey do nof Intend to fiquidate
the Group or the Company or to cease thelr operaflons, and as they have concluded that the Group and the
Company's financia! position means that this |s realisiic. They have also concluded thal there are no malerial
uncertalniles that could have cast significant doubt over thelr ability to continue as a going concern for at least a
year from the date of approval of the financial statemenis {“the going concem period®).

We are required to report to you if we have concluded that the use of tha going concern basis of accounting Is
inappropHale or there Is an undisclosed material uncertainty that may cast significant doubt over the use of that
basls for a pericd of at least a year from the dats of appraval of the finencial stalements. In our evaluailon of the
directors conclusions, wa considered the Inherant risks lo the Group's business madel, Including the Impact of
Brexit, and analysed how those risks might affect the Group and Company's financial resourcaes or abllity to

conlinue operations over the going concem perled. We have nothing to report in these respacts.

However, as we cannot predict all fulure events or conditians and as subsequent evanls may resull In outcomas
that are Inconsistent with Judgements that were reasonable at the time they were made, the absence of
reference 1o a material uncertainty In this auditor's report is not a guarantee that the group or the company will
continue in operation.

Strategle Report and Director’s Report
The direclor is responsibla for the Strategic Report and the Director's Report. Our epinion on the financial
slatements does not cover those reports and we do not express an audit opinlon therecn.

Our responsibility Is to raad the Strategic Report and the Directors Rapart and, In doing so, consider whethar,
based an our financlal statements audit work, the Information therein Is malerially misstated or Inconsislent with
the financial statements or our audit knowledge. Based solely on that work:

. we have not ideniified material misstatements In the Sirateglc Report and the Director's Report;

- in our apinion the information given In those reports for the financial year is consistent with the financial
stataments; and
. In our opinlon those reports have been preparad in accordance with the Companies Act 2006,

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

. adequate accounting records have not been kept by tha Parant Gompany, or raturns adequate for our
audit have not baen received from branches not visited by us; or

. the Parent Company financlal statements are not in agreemant with the accounting records and returns;
or

. cartaln disclosuras of director's remuneralion spacified by law are not made; or

. we have not received all the Information and explanations we require for our audit,

Wae have nathing to report in these respacts.

Diractor's rasponsiblilties

As explalnad more fully In thelr statement sel oul on page'd, the director Is responsible for: the preparation of {he
financial stalements and for baing satisfied that they give a true and fair view; such Internal control as lhey
delermine s necessary to enable the preparation of flnancial statements that are free from material
misstatement, whether due to fraud or error; assassing the Group and Parent Company's ability to continue as a
going concern, disclosing, as applicable, matters related to going concem; and using tha going concem basls of
accounting unless they either intend to liquidate the Group or the Parent Company or o cease oparalfons, or
have no realistic alternative but 1o do so.
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF MH SERVICES INTERNATIONAL
HOLDINGS {UK) LIMITED

Auditor's responsibllitles

Our objestives are o oblain reasonable assurance about whether the financial statements as a whole are free
from materlal misstatement, whether due to fraud or error, and to Issue our opinlon In an auditor's raport.
Reasonabla assurance Is a high level of assurance, but does not guarantes that an sudil canducted In
accordance with 1SAs (UK) wili always detect a material misstatemnent when It exists, Misstaternants can arise
fram fraud or error and are considered material If, individually or in aggregate, they could reascnabiy be
expecled o Influenco the sconomic decisions of users taken on the basls of the financial slalements.

A fuller descripion of our responsibilites 15 provided on the FRC's websila at
www.irc.org. ukfauditorsresponsibilities.

The purpaose of our audit work and fo whom we owe our responsibilities

This report Is made solely to the Company's members, as a body, In aceordance with Chapler 3 of Part 16 of the
Companias Act 2006. Our audit work has been undartaken so that we might state to the Company's members
those malters we are required lo state fo them in an auditor's report and for na other purpose. To the fullest
exlent parmilted by law, we do not accept or assume responsibillty 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 formad.

AP
Davld Simpson (Senior Statutory Auditor)

for and on hshalf of
KPMG LLP

Chartered Accountants
Statutory Audiior

§8 Clarendon Road
Watford
Hertfordshire
w7 1D

Date: I Decm,hgr 2o\
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Turnaver
Cost of sales

Gross profit

Administralive expenses

Operating loss

Amounts wiilten off goodwill and Intangible assets
Forelgn exchanga (loss)/gain and other (expense)/income
interast payable and expenses

Loss befare taxation

Tax on loss

Loss for the financial year

Actuariat gainf{loss} on defined benefil penslon scheme
Movemant on NCI resarve

Other comprehensive income for the yvear

Total comprehensive income far the year

(Loss) for the yaear attributable to:

Non-controlling interests
Owners of the Parent Company

The notes on pages 18 {o 45 form part of thase financial stalements.

Note

4

10

2018 2017
£000 £000
33,960 38,755
(28,244) (32,284)
5,716 6,471
{20,472) {16,816)
{14,756) (10,344)
(8,825) -
(35) 6
(93) (170)
(23,708) (10,508)
12 18
(23,697) {10,490)
100 (64)
(3.707) -
(3,807) (64)
(27,304) {10,554}
(969) (661}
(22,728) (9,929
(23,607) (10,480)
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED
REGISTERED NUMBER: 10926063

CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2018

Fixed assets

Intangible assets
Tanglble assets

Cuyrent assets

Stocks

Debtors: amounis falling due afler mora than
one year

Debtors: amottnts falling due within one year
Cash at bank and In hand

Creditars: amounts falling due within cne
year

Net current liabilities

Total assets fags current labliitles

Creditors: amounts falling due after more
than one year

Provisions for fiabllities

Other provisiong

Net Habllities

Capltal and reserves

Called up sharg capital

Share premlum account

Other reserves

Prafit and loss account

Equity attribulable to owners of the
Parant Company

Non-coniroliing interests

Note

10
i

13

14
14
15

16

17

20

22
23
23
23

2018
£000
804
828
1,733
79 62
524 431
5,369 6,658
2,623 1,912
8,795 9,063
(24,071) (33,605)
(15,276)
{13,543)
(318)
(859) (948)
(859)
(14,718)
22,113
(2,881)
{33,850)
{14,718)
{14,718)

2017
£000

16,309
1,218

17,627

(24,642)
(7.015)

(1,564)

(948)

{9,527)

(11,322)

(11,322)
1,795

{9,527)

E—————

Page 12



MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED
REGISTERED NUMBER: 10926063

GONSOLIDATED EALANCE SHEET {CONTINUED)
AS AT 31 DECEMBER 2018

Thae financial statements ware approved and authorised for issue by the board and were signed on ls behalf by:

Lj. f\:\-CAO\- M’H\ T
T Dinkaelman
Director

Date: |9 Décermber 200

The notes on pages 18 to 45 form part of these financlal statemeants.
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED
REGISTERED NUMBER: 10926063

GCOMPANY BALANCE SHEET
AS AT 31 DECEMBER 2018

2018 2017
Note £000 £000
Investments 12 - -
Creditors:; amounts falling due within one
year 16 (12,652) (4)
Net current liabllitles (12,652) (4)
Total assets less current liabilities {12,652) 4
Net liabllitles {12,652) (4}
Capltal and reserves
Share premium account 23 22,113 -
Profit and toss account (34,765) (4)
{(12,652) (4)
__ _——3 rT—er———

The Company has laken advantaga of the exemption allowed under sectlon 408 of the Companies Act 2006 and
has not presented its own Statemeant of Comprehenslve Income in thesa financlal statements. The loss after tax
of the Parent Company for the financial year was £34,761k (2017: £4k).

The financlai statements wers approvad and authorised for Issue by the board and ware signad on its bahalf by:
T Dinkelman

Director

Date: 19 Decerber 29
The notes on pages 18 to 45 form part of these financlal statements.
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MH SERVICES INTERNATIONAL HOLDINGS (UK} LIMITED

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

At 1 January 2017

Camprehensive
Income for the year

Loss for the year

Actuarial losses on
penslon schems

At 1 January 2018

Comprehensiva
Income for the year

Loss for the vear

Actuarial gains on
pension scheme

Movement on NCI
reserve

Shares lssuad during
the year

At 31 Dacember
2018

Equity
attributable
Share to owners of Non-
premium Other Profitand parant controlling
account raserves loss account company Interests Total aquity
£000 £000 £000 £000 £000 £000
- “ {1,329) {1,329) 2,356 1,027
- - {9,929} (8,929) (561) {10,490)
. . {64) (64) - (64
B - (11,322} (11,322) 1,795 {9,527)
- - (22,728) {22,72B) (968} {23,697)
- . 100 100 - 100
- (2,881) - (2,881) {826) {3,707)
22,113 - . 22,113 - 22,113
22,113 (2,881) (33,950} (14,718) - {14,718)
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

COMPANY STATEMENT OF GHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018

Share
premium Profit and
account loss account Total equity
£000 £000 E0O0

At 1 January 2017 - - -
Comprehensive Income for the year
Loss for the year . 4 4
At1 Janusry 2018 - 4 15
Comprehensive Income for the year
Loss for the year - {34,761) (34,761}
Shares issued during the year 22,113 - 22,113
At 31 December 2018 22,113 {34,765} (12,652)
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MH SERVICES INTERNATIONAL HOLDINGS (UK} LIMITED

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2118

Cash flows from operating activities

Loss for the financial year
Adjustments for:

Amortisation of intangible assets
Depreciation of tangible assels
Loss on disposal of tanglble assels
Impalrments of intanglble asseis
Interest paid

Taxation credi

{Increase) In stocks
Dacraase/{Increasa) In dabtors
(Decreass)increase In crediiors
Corporalion tax receivedf{pald)

Net cash usad In operating actlvitles

Cash flows from Investing activities

Purchase of Intangible fixad assets
Purchase of tangible fixed assels

Net cash from investing activities

Cash flews from financing activities

Issue of ardinary shares and share premlum
Naw intercompany loans

Repayment of loans

Repayment of inance leases

Interest pald

Net cash from financing activitles

Net increasel{decrease} In cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at the end of year

Cash and cash equivalents ai the end of year comprise:

Cash at bank and in hand

2018 2017
£000 £000
{23,697) (10,490)
6,651 2,867
268 830
290 387
8,825 -
93 170
{12) {18)
(17} {6)
927 (25)
{5,574) 4,425
178 (214)
{12,068) (2,074)
{171) (685)
(69) (264)
{240) (949}
6,218 -
7,200 3,027
37 (60)
(69} -
(23) (170)
13,219 2,797
o (226)
1,912 2,138
2,823 1,912
2,823 1,912
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MH SERVICES INTERNATIONAL HOLDINGS (UK} LIMITED

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

General information

MH Services Intemational Holdings (UK) Limiled is a privale company, limiled by shares, domiciied and
Incorporaled In England and Wales, The reglstered office address is 77 New Cavendish Street, Londan,
W1W 6XB and its registerad number |s 10926063,

MH Services Intemnational Holdings (UK) Limlted and MH Senvices [nternational {UK) Limited were
incorporated in August 2017 wilh MH Services International Holdings (UK) Limited belng the direct parent
of MH Services International (UK) Limlted. In March 2018, MH Services International (UK) Limited
became lhe new parent undertaking of Operose Health Limited (formerly Centene UK Limited), who
owned a 75% controlling interest In Operose Health (Group) Limited (formerly The Practice (Group)
Limited}. Also, In March 2018, MH Services International (UK) Limited acqulred the remalning shares In
Cperose Health (Group) Limited and was also loaned the inltial 75% ownarship In Operose Heatth (Group)
Limitad from Operose Health Limited, making MH Services international (UK) Limited the single direct
parent of Operose MHealth (Group) Limited. As of 31 Decamber 2018, Operose Health Limied and
Oparose Health (Group) Limited, Including Its controlled subsidiarles, ware whally owned subsidlarles of
MH Services International {UK} Limited, and MH Services Intemational {LIK) Limited remained a whoally
ownad subsidlary of MM Services International Holdings (UK) Limited.

The Campany's functional and presentational currency s GBP,

Accounting policies
2.1 Basis of preparation of financial statements

The financial statements have been prepared under the historical cost convention unless otherwise
speclfied within these accounting policles and In accordance with Financial Reporting Standard 102,
the FInanclal Reporting Standard applicable In the UK and the Republic of Ireland and the
Compantes Act 2006,

The Company has elected to apply all amendmenls fo FRS 102, as set out in the triennial review
published In December 2017, prior {o the mandatory adoption for accounting periode beginning on or
after 1 January 2019.

The preparation of financlal statements in compliance with FRS 102 requlires the use of certaln
crilical accounting estimates. It also requires Group management to exerclse Judgement in applying
the Group's accounting policles {see note 3).

The Company has laken advantage of the exemption allowed under seclion 408 of the Companles
Act 2006 and has nol presented its own Stalement of Comprehensive Income in these financlal
statemenis. In preparing the consolidated financtal stalements, the disclosure exemplion in FRS102
relaling to the provisions of preparing 2 parent company Statement of Cash Flows has basn taken.
The Parent Company figures are Included in the Consolldated Statement of Cash Flows.

The following principal accounling policles have bean appllad:
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MH SERVICES INTERNATIONAL HOLDINGS {UK) LIMITED

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

2.

Accounting policies (continued)

2.2 Basls of consolldation

2.3

The consclidated financlal statemanis present the resulis of the Company and ils own subslidiaries
("the Group®) as if they form a single antiy. intercompany transactions and balances batween group
companies are therefore ellminated In full. Nor-controlling interests are disclosed lo show the equity
In a consolidated subsidiary not attributabla, diractly or indirectly, to the parant,

The consolldated financlal statlements presant the resulls of MH Sarvices International Holdings (UK)
Limlted as a group reconstruction effected using a newly formed parent company. Accardingly, the
acquisition of its subsidlaries is accounted for using marger accounting. The director considers the
marger accounting methad of consolidation appropriate an the grounds that nothing of substance has
changed through the Insertion of the new parant company Into the Group. Tharefore, MHSIH's
consolidated accounts ace presentad as a continuation of Operase Heafth (Group) Limlted'’s, using
the book values previously recorded in Operose Heallh (Group) Limited's consolidated accounts.
These accounls also censolidate the results of Operosa Heslth Limited for the 2017 and 2018
accounting year ends.

Going concern

Notwilhstanding net current [tabifitles of £15,276k as at 31 Dacembear 2018 and a loss for the year
then ended of E23,897%, the fnancial statements have bean prepared on a golng concem basis
which the directors conskider (¢ be appropriate for the following reasons.

The diractor has prepared cash flaw forecasts for a period of 15 months fram the dale of approval of
these financlal stalements which indicate that, taking account of reasonably possible downsides, the
Company wlll have sufficlent funds, through funding from Iis ullimate pareni company. Centene
Corporation, to meat its liabilitles as they fall due for that period.

Those forecasts are dependent on Centene Corporation not seeking repayment of the amounts
currently due to the Group, which at 31 December 2048 amountaed to £12.9m, and providing
addltional financlal support during that period. Centene Corporation has Indicated its intention to
confinue to make avallable such funds as sre needed by the Company and the Group, and that It
doss not Intend to seek repayment of the amounts due at the balance sheet date, for the period
covered by tha farecasts. As with any company placing rellance on other group entities for financlal
support, the directars acknowledge that there can be no cerainty that this supperl will continue
although, at the date of approval of these financial stataments, they have no raason 1o befieve that it
will not do so.

Cansequently, the directars are confident that the Company will have sufficlant funds {o continue to
meel its liabilities as thaey fall due far at least 15 months from the date of approval of lhe financial
statemants and therefore have preparad the financlal slalementis on a going congern basis,
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

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

2.

Acceunting policles {continued)

2.4 Revenue

25

Revenue |s recognised 1o the extent that il Is probable that the economic benefits wlill fiow {o the
Group and the ravenue can be reliably measured. Revanus Is measurad as the falr value of the
conslderation receivad or receivable, excluding discounts, rebates, value addad tax and ather sales
taxas.

Rendering of services
Revenue from a contract to provide services is recognised in the period In which the services are

provided In accordance with the stage of completion of the contract when all of the foliowing
conditions are satisfiad:

. the amount of revenue can be measured reliably;

. it Is probabie that the Group will receive the considerallon due under the conlract;

. the stage of completion of the contract at the end of the repording pericd can be measured
raliably; and

. the costs incurred and the cosls to complete the contract can be measured rellably.

Intangible assets
Goodwlll

Goodwiil represents the difference between amountis paid on the cost of a business combination and
the acqulrer's Interest in the fair value of the Group's share of its [dentiffable assets and liabllities of
tha acquiree at the date of acquisition. Subsequant to initial recagnition, goodwill is measured at cost
less accumulated amortlsation and accumulated Impairment lossas., Goodwilll Is amortised on a
siraight line basis to the Cansolidated Statement of Comprehensive Income over Its useful economic
life of 7 years.

Customer relationships

The cuslomer relationships have been acquired as Intangible assets as part of business
combinations. They are Initially recognised at fair value at the date of acqulsilion, representing the
cost lo acqulre those assets, and are subsequently staled at cosi lass accumutated amartisatlon and
accumulated impalment losses. Customer relationships are amortised on a stralght line basls ta the
Consalidated Statement of Comprehensiva income over its useful ecanamie life of 7 years,

Other intangible assets - computer software

Intangible assels are Inifially recognised at cost. After recognition, under the cost model, intangible
asseis are measured at cost less any accumulated amortisation and apy accumulated Impalrment
losses. Computer softwere Is amorllsed on a stralght lina basls o the Consolidated Statement of
Comprehenslve Income over ils useful economie life of 3-5 years.
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 34 DECEMBER 2018

2.

Accounting policies {continued)

26

27

2.8

29

Tangible fixed sssels

Tangible fixad asssis under the cost model are staled al historical cost less accumulated
depreciation and any accumulated impaiment! losses. Histerleal cost Includes expenditure that Is
directly attributable to bringing the asset to the location and condition necassary for it to be capable af
operating In the manner intended by managament,

Land Is not depreciated. Depreclation on other assets Is charged so as lo allocate the cost of assels
less thelr resldual value over (helr estimated useful livas, using lhe stralght-line method.

Depreclation Is pravided on the following basis:

Freshold propsrly - 40 yaars siralght-Hna
Long-tarm leasehold proparty - straight-line over tha length of lhe lease
Medical equipment - 4 years straight-line

Offica and computer equipment - 3 years stralght-line

The assets' resldual values, useful lives and daepraeciallon msthods are reviewed, and adjusted
praspectively if appropriate, or if thera is an indication of a significant change since the last reporting
date.

Galns and losses on disposals are determined by comparing the proceeds with the carrying amount
and are recognised in the Consolldated Stalement of Comprehensive Income.

Impalrment of fixed assets and goodwill

Assels that are subject 1o dapreciation or amortisation are assessed at each balance sheet date to
determine whather there Is any Indlcation that the assels are impaired. Whera (here Is any Indication
that an ssset may be Impaired, the camying velue of the asset (or cash-ganerating unil to which the
asset has been allocaled) Is tested for Impalrment. An Impairment loss is recognisad for the amount
by which the asset's camying amount excesds its racoverable amount. The recoverable amount is the
higher of an asset's (or CGW's) fair value less costs fo sell and valus in use, For the purposes of
assessing Impairment, assels are grouped at the lowest levels for which there are separately
Identifiable cash flows (CGUs). Non-finangial assels that have been previously Impaired are reviewed
al each balance shaesl date to assess whather there is any Indication lhat the Impairment lasses
recognised In prior parfods may no longer exist or may have decreased.

Valuation of investments

invastments in subsldiarias are measured al cost less accumulated Impalmment.

Stocks

Stocks are slated at the lower of cost and net realisable value, being the estimated selling price less
cosls 1o complete and sell. Cosl Is based on the cost of purchase an a first in, first out basis. Work
in progress and finished gaods include labour and attributable overheads.

At sach balance shest date, stocks are assessad for Impalrmant. If stock Is Impalred, the casrying

amaunt Is reducad to its sefing price less cosls fo camplete and sef. The Impairment loss Is
recagnised immediately in Conselidated Statement of Comprehensive income.
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

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

2, Accounting policles {continuad)

2.10 Operating leases: the Group as lessee

Renlals paid under operaling leases are chargad to the Consolldated Slatement of Comprehensive
Income on a siralght line basls over the lease term.

2.11 Financlal instruments

Financlal assels and financlal liabliles are recognised In the Balance Sheet when the Group
becomug a parly to the contraclual provisions of the Instrument.

Trade and other debtars and creditors are classified as basic financiat instruments and measurad at
Initial recognition at transaction price. Dabtors and credltors are subsequantly measured at amortised
cost using the affactive interast rate method. A provision Is eslablished when there Is cbjeclive
evidentas that the Group wilt not be able to collect all amounts due.

Cash and cash equlvalents are classified as baslc financial instruments and comprise cash in hand
and at bank, short-term bank deposits with an original maturity of three months ar less and bank
overdrafts which are en integral part of the Group’s cesh managemant.

Financlal liabilities and equity Instruments lssued by the Group are clagsified in accordance with the
substance of the coniraclual arrangements entered Into and the definltiohs of a financial flability and
an equlty instrument. An aquity instrument is any contract that evidences a residual interast In the
assels of the Group after deducting all of its Habilities. Equity Instruments Issued by the Group are
recorded at the proceeds receivad, net of direct isstte costs.

Interest bearing bank loans, overdrafts and othar loans which mest the criteria to be classified as
basic financlal Instrumants are inltially recorded at the present value of cash payable to the bank,
which is ordinarlly equal fo the proceeds recelved net of direct issus cosls. These Habilities are
subsequently measurad at amortised cost, using the effective Interest rate method.
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MH SERVICES INTERNATIONAL HOLDINGS (UK} LIMITED

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

Accounting policles (continued)

2.12 Panslons

Defined contribution pension plan

The Group oparates defined contribution plans for lis employees. A defined contribution plan is a
pension plan under which the Group pays fixed coniributions Into a separate entity. Once the
contributions have been pald the Group has no further payment obligations.

The contributions ars recognised as an expanse in the Consclidaled Statemenl of Comprehensive
income when they fall due. Amounts not pald are shown in accruels as a llabllity in the Balance
Sheet. The assets of the plan are held separately from the Group In Independently administered
funds.

Defined benefit pension plan

The Group operates a definad benefit plan for certain employeas. A defined benefit plan defines tha
pension benefit that ihe employsa will racelve on relirement, usually depandent upon sevaral faclors
including but not mited to age, length of service and remuneration. A defined banefit plan Is a
pansion plan that s nol a defined contribution plan.

The fabillty recagnised In the Balance Sheet in respect of the defined banefit plan is the present
value aof the definaed benefit obligation at the end of the balance shest date legs the falr value of plan
assels at the balance sheet date (if any) out of which the obligations are to ba sattled.

The defined benefit obligation is calculated using the projected unlt credit method. Annually the
Group engages Independent actuaries to calculate the obtigation, Tha present value is determined by
discounting the estimated future payments using market yields on high quality corporate bonds that
are denominated in sterting and that have terms approximating to the estimated period of the future
payments {‘dlscaunt rate").

The falr value of plan assets ls measurad in accordance with the FRS 102 falr vatue hlerarchy and In
accordance with the Group's policy for similarly held assets. This Includes the use of appropriala
valuatlon techniques,

Actuarial gains and losses arlsing from experlence adjusiments and changes in actuarial
assumptions are charged or credited to other comprehansive income. These amounts together with
the return on plan assets, less amounts included in nat Inferest, are disclosed as ‘Remeasuremant of
net defined benefit abllity.

The cost of the defined bansefit plan, recognised in the Consolidated Statement of Comprehensive

Income as employae costs, except where Includad In the cost of an asset, comprises:

{a) the increasa in net pension benefit Habllity arsing from employee service during the period;
and

(b) tha vcost of plan introductions, benefit changas, curtaliments and sefilements.

The net Interest cost is calculated by applying the discount rate to the net balance of the defined
benefit abligation and the falr value of plan assefs. This cost is recognised in the Consalldated
Statement of Comprehensive Income as an ‘admipistrative expenss'.
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MH SERVICES INTERNATIONAL HOLDINGS (UK} LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 21 DECEMBER 2018

2.

Accounting policles (continued)

2.13 Finance costs

Flnance cosls ara chargad to the Consolidated Staternent of Comprehensive Income avar the term of
the debt using the affectivae interest method so that the amount charged is at a constant rate on the
carrying amount. Issuse costs are [nitially recognised as a reduction In the proceeds of the assoclaled
capltal Instrument.

2.14 Currant and deferrad taxation

The tax expense for the year comprisas cument and deferred tax. Tax Is recognised in the
Consolidated Statement of Comprehensive Incemae, except that a charge attributable to an item of
Income and expense recognised as other comprehensive Income or to an item recognised direclly in
equity is also recognised In other comprehensive income or direclly in equity respectively.

The current income tax charge Is calculated on the basis of tax rates and laws that hava been
enaclad or substantively enacted by the balance sheet date in the countrles where the Company and
the Group operata and generata incoma.

Deferred 1ax balances are recognised In respect of all timing differences that have originated but not
reversed by the balance shest dale, except that:

. Tha recognition of deferred tax assets is Imited to the extent that it is probable that thay will be
recovered against the reversal of deferrad tax liablfittes or other future taxable profits;

" Any deferred tax balances are reversed if and when all conditions for retalning assoclated lax
allowances have been met; and

. Whare they relate lo timing differences in respect of interests in subsidiarias, assoclales,
branches and Joint ventures and the Group can control the revarsal of the timing differences
and such raversal is not consldered probable In the fareseeabls fulure.

Deferrad tax balances are not recognised In respett of permanent differences excapt in respect of
business combinations, when deferred {ax is recognised on the differences between the fair values of
assels acquirad and the fulure tax deductions available for them and the differences between the fair
values of llabilities acquirad and the amount that wil be assessed for tax. Deferred tax is determined
using tax rates and laws that have baen enacted or substantively enacled by the balance sheet dale.

2.15 Provislons for labllities

Pravisions are made whare an evant has taken place that gives the Group a legal or constructive
obtigation thal probably requires selilemant by a transfer of aconomic benefit, and a reliable estimate
can be made of the amount of the obligation.

Provisions are charged as an expense (o the Consolidated Statement of Comprehensive Income in
the year that the Group becomes awara of the obligallon, and are measured at the best estimale at
the bafance shoel date of the expenditure required to seltle the obligation, taking into account
relevant risks and uncertainties.

Whean paymanls are eventually made, thay are charged to the provision carried In the Balance Sheel.
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

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

Judpements In applying accounting pelicles and key sources of estimation uncertalnty

In the application of the Group's accounting policles, which are described In note 2, management Is
reguired to make judgements, eslimates and assumplions about the carrylng values ol assels and
llabiities that are not readily apparent fram other sources. The estimates and underlying assumptions are
based on historlcal experience and other factors that ara conslidered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviawed on an ongolng basis. Revislons to accaunting
estimales are recognised in tha perlod In which tha estimate Is revised if the revision affects only that
period, or in the period of the revision and future perlods if the revision affects both current and future

periods,

The key sources of estimation uncedalnty that have a significant effect on the amounts recognlsed In the
financial slatements are described balow.

t) impalrment of intangible assets (nate 10)

Thae Group considers whether Inlanglble assets are Impalred. Whera an Indication of Impalrment Is
ldentifled the estimation of recoverable value requlres estimation of the recoverable value of cash
generating unils (CGUs). This requives estimalion of the future cash flows fiom the CGUs and also
selection of appropriate discount rates In order to calculate the net prasent value of those cash flows.

i}) Impairment of investments {note 12)

The Company conslders whether investments In subsidiaries are Impaired. Where an Indication of
Impalrment is identifled the estimation of recoverable value requires estimation of tha recoverable valus of
cash generating units {CGUs). This requlres estimation of tha fulure cash flows from the CGUs and also
saleclion of approprlate discount rates in order to calculate the net present value of those cash flows,

Turnover

The total turnover of the Graup far the period has been derivad from its principal activily,

The Group generates its revenue from:

(1} Genaral practice surgeries operated under contracts with the NHS.

() Community based healthcare services operated undar contracts with the NHS.

(ili) Home based haalthcare services under contract with Individual, Locat Authorities and the NHS.
(Iv) Provision of healthcare integration consuliancy and behavioural health services to the NHS.,

All turngver arage within the United Kingdam.
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MH SERVICES INTERNATIONAL HOLDINGS {UK) LIMITED

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

Operating loss

The operating loss Is staled afler charging:

Depreclation of tanglble fixed assets
Lasses on disposal of tangible and intangible Axed assels
Amortisatlon of Intangible fixed asseats

Faes payahle to tha Graup's auditer and lis assoclates for the audit of the
Group's annual financial statements

Other operating lease rantals
Defined contribution pansion cost

2018
£000

268
200
6,651

02
1,224
1,091

2077
fxeeli]

830
387
2,867

8
1,117
1,554

The Increase In amortisallon Is atirbutable to the update In the useful life of established contract
refatlonshlps assoclated with Phaenix Primary Care Limited and Phoanlx Primary Care South Limitad.
This updala was mada to ajign the useful life with contraet explration dates, which resulled In accelerated

amaortisation being recagnised in the year.

Employees

Siaff costs, Including director's remunearation, were as follows:

Group Group
2018 2017
£000 £000
Wagses and salaries 16,916 17,391
Saclal security costs 1,504 1,607
Cosl of deflned contribution scheme 1,091 1,554
Qther benefits 41 42
19,552 20,584

The average monthly number of employees, Including the director, during the year was as fallows:
2018 2017
No. No.
Administrative 358 448
Clinical 322 206
680 654

The Company has no employees ather than the director, who dld not receive any ramuneration {2017;

Nil).
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M SERVICES INTERNATIONAL HOLDINGS {UK} LIMITED

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

Director's remuneration

The fotal of key management perscnnet compeansation was £19,072k (2017: £1,378k}. Al directars and
ceriain senlor employees who have authority and responsibliity for planning, directing and contralling the
activities of the Group are considered to be key management personnel.

The directar did not receive any ramuneration for thalr services to MH Sanvicas international Holdings
(UK) Limited and Its subsidiarias (2077: £N1). The nofional cost of tha services provided by the direstor lo
this group, but borne by anothar group company, has been considered and 13 not deemed lo be significant
in the curent or priar pariod,

Interast payable and similar expenses

2018 2017
£000 £000
Other loan interest payable 93 170
93 170
Taxatlon
2018 2017
£000 £000
Corporation tax
Current tax on profits for the year 2 3
AdJustments in respact of previous periods - (21)
2 (18)
Total current tax 2 (18)
Deferrad 1ax
Crigination and revarsal of timing diffarences (29} -
Adjustments in respect of pricr periods 15 -
Total defarred tax (14) -
f— _—. e ——
Taxation credit {12) (18)
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

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

Taxation (zontinued}

Factors affecting tax charge for the year

The tax assessed for the year is highar than {2017; higher than} the standard rate of corporation tax in
the UK of 19% (2017: 19.25%). The diffarences are explained balow:

2018 2017

£oao £060
Less on ordinary activities before tax (23,709) (70,508)
Loss on ordinary aclivitles mulliplied by standard rale of carporation tax in
the UK of 19% (2C17: 19.25%) {4,505) (2,023}
Effacts of:
Fixad assat differances 15 2]
Expenses not deductible for tax purposes 3,024 771
Adjustment in respect of prior periods - (52)
Adjustment in respect of defarred tax prior perlods a7 -
Adjust deferrad tax lo average rate 147 185
Deferred tax not recognised 1,220 1,093
Totai tax credit for the yaar (12} (18)

Expanses not deductible for {ax purposes primarlly represent the goodwlll and customer relalionshlps
intangible amortisation and Impairment charges that represent consolidalion adjustmants for the Group.

Factors that may affect future tax charges

At 31 December 2018, there wera lrading losses of £35,101k (2017: £27,285k) to be used against future
trading profits. A reduction In the UK corporation tax rate from 20% to 19% was substantially enacted in
July 2015 and took effect from 1 April 2017, A further reduction in the UK corporation lax rate to 7% from
1 Aprif 2020 was substantially enacted in Saplember 2016.
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

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

10.

Intanglble assets

Group and Gompany

Cost

Al 1 January 2018
Additlons
Disposals

At 31 December 2018
Amortisation

At 1 January 2018
Charge for the year

On disposals
Impairment charge

Al 31 December 2018

Net haak valuse

At 31 Decamber 2018

At 31 Dacember 2017

Customer  Computer
relationships software Goodwill Total
£000 £000 £000 £000
6,221 1,676 43,301 21,198
- 171 - 17
- {227) - 227y
6,221 1,620 13,301 21,142
1,481 240 3,167 4,888
2,174 602 3,278 6,651
- (26) - (26)
1,869 - 6,856 8,825
6,22% 516 13,301 20,338
- 804 - 804
4,739 1,436 10,134 16,304

During the year, the Group recognised an Impaiment charge of £1,969k in relalion to customer
relalionships acquired In Operose Health {Group) Limlited. The Group also recegnised an Impairment
charge of £6,856% on gocdwill.
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

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

11.

Tangible fixad assets

Group

Cost or valuation
Al 1 January 2018
Additions
Disposals

At 31 Decembar 2018
Depreciation
At 1 January 2018

Charge for the year
Disposals

Al 31 Decambar 2018

Net book value

Al 31 December 2018

At 31 December 2017

Freehold
Long leasehald

Long-term
Freehold leasehold Medical Office Computer

proparty property equipment equipment equipment Total
£000 £000 £000 E000 £000 £600

820 125 729 697 83 2,454

- 42 1 - 25 68
- (1285) (591) (687) {108} {1,511)

B20 42 139 10 - 1,011

- BS 554 572 28 1,236

- 15 112 65 76 268
- {29) (591) (628) (104) (1.422)

- 1 T2 9 - 82

820 41 67 1 - 929

820 40 178 125 55 1,218

The net book value of land and buiidings may be further analysed as follows:

2018

£000

820

41

861
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MH SERVICES INTERNATIONAL HOLDINGS (UK) LIMITED

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

.

12.

Tanglble flxed assets {continued)

Finance loasas

Thae net book value of assets held under finance leasss or hire purchase contracts, Included above, Is

£49,167 (2017: £112,277) of plant and machinery.

The freshold properly was independenlly valuad as at 31 December 2018, subject lo the exisling

occupalional lease, by Brasler Freath LLP, Charlered Surveyors.

Fixed assat investments

Company

Cost ar valuation
At 1 Janusry 2018
Additions

At 31 December 2018

Impalrment
At 1 January 2018
Charge for the period

At 31 December 2018

Nat hook value

At 31 Dacegmber 2018

Al 31 December 2017

Invastments
n
subsidiary
companies
£000

22,113

22,113

22,113

22,113
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12,

13.

Flxad asset Invastments {conlinuad)

Class of sharas Holding

Name Princlpal activity
MH Sendces International (UK) Investment holding company Crdinary
Limited
Operase Health Limited (formerly  Provislan of Haalth Cara Integration  Orsdinary
Centene UK Limitsed)* Consultancy and Behavoural Health

Sandces to the NHS
Operosa Heallh (Group) Limited  Provision of healthcare sendces Ordinary
{formerly The Practice (Group)
Limited)”
The Practice Properties Limited*  Owning and renting properiy Ordinary
Operose Health (Group) UK Prodsion of medical related senices  Ordinary
Limlied (formarly The Practice
Senices Limited)*
The Practice Surgeries Limited®  Provslon of healthcare sendces None
Chilvers & McCrea Limited” Proviston of medical releted sernices None
‘The Practice U Surgeries Limited* Provslon of healihcare senjces None
Operose Health Corporate Administrative support for other group None
Management (formery The companles
Pracllce Corporate Management
Lienited)*
Phoenix Primary Care Limited* Provision of medical related senices  None
Phoenix Primary Care (South) Provision of medical related services None

Limited*
‘indirect subslidiary

100%

100%

100%

100%
100%

0%
0%
0%
0%

0%
0%

Operose Heath Corporate Management, The Practice Surgeries Limited, Chilvers & McCrea Limited and
The Prattice U Surgeries Limited are consolideted by virtue of control baing exercised as sat out in
section 1182(2){4) and schedule 7 of lhe Companias Act 2006. Phoenix Primary Care Limited and

Phoenix Primary Care (South) Limited are 100% owned by The Practice Surgeries Limited,

The registered office of MH Services Intemational (UK) Limited and Operose Health Limited is 77 New
Cavendish Street, London, W1W 6XB.

The registered office of the other stthsidiardes is Rose House Bell Lane, Office Village, Bell Lane, Litile
Chalfont, Amersham, Buckinghamshire, England, HPG 6FA.

Stacks
Group Grotip
2018 2017
£000 £000
Finished goods and goods for resale 78 62
78 &2
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14.

15.

Dabtors
Group Group  Gompany Company
2018 2017 2018 2017
£000 £000 £000 £000
Due after more than one year
Other debtors 524 431 - -
524 431 . -
Graup Group
2018 2017
£000 £000
Due within one year
Trade deblars 4,262 5,439
Other deblors 65 72
Prepaymenis and accrued incoms 736 778
Tax recoverable 68 244
Deferred taxation 138 125
Grants raceivable 109 -
5,369 6,658

Other debtors due after more than ane year include a net defined benafit penslon scheme asset of £6506k

{2017: £399%), for more defalls sea nole 25.

Cash and cash equivalents

Group Group

2018 2017

£000 £000

Cash at bank and In hand 2,823 1,912
2,822 1,912

Page 33



MH SERVICES INTERNATIONAL HOLDINGS (Ui} LIMITED

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

16.

Creditors: Amounts faillng due within ane year

Group Group Company Company

2018 2017 Z018 2017

£000 £000 £000 £000
Bank laans 36 66 - -
Trade creditors 7,194 4,195 - -
Amounts owed to group underiakings 12,302 17,772 12,630 -
Cthar {axatlon and soclal security 485 535 - -
Obligations under finance lease 24 109 - -
Other craditors 1,640 1,003 - -

Accruals and deferred Income 1,790 8,925 22 4

24,071 33,605 12,652 4

During the period, new on demand loans amounting to £7.2 mition were provided by Centene
Corparation via its wholly awned affillate MHS Consulting International, Inc, to the Group. Other
movements in Amounts owed lo group underiakings relate to non cash {ransactions agaln with U.S.
afillates. Amounts owsd to group undertakings are repayable on demand, unsecured and carry no

Interast charge.
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17.

Creditors: Amounts falling due after more than one ysar

Group Group

2018 2017

£000 £000

Bank loans 306 307
Obligations under finance leases 18 -

Other creditors - 1,257

316 1,664

Bank loans are secured by a debenture granted by Opercsa Health (Group) Limitad and an inter-
company guarantes betwean Opetose Health (Group) Limited and the followlng associated companies;
The Practice Surgerles Limited, The Practice U Surgeries Limited, Chlivers & McCrea Limiled, The
Practice Health Division Limited, The Practice Properiles Limited and Operose Health {Group) UK
Limited. In addition, a debenture has bean granted in favour of Close Brolthers Invoice Finence Limited
with respect to an Invoice discounting facliity. The discounting facllily was discontinuad effective
Novambar 2018,

The morigaga on the proparty owned by The Practice Propertles Limlied Is subjact to legat changes in
favour of The Royal Bank of Scotland Ple.

In addition to the above, the property morigage Is also secured by two joint and several guarantees
totalling £1,180,000 provided by Dr .J Rose and a joint and several guarantee far £1,380,00C provided by
Dr A Kadirgamar and Dr J Rose. Dy J Rosa has also provided a guarantee with respact to amounis dua
fo Glose Brothers Invoice Finance Limiled, which emounted 1o ENil (2017: £415,449) and Is included
within other credilors balance In nole 186,
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18.

18.

Financiat instruments

Financial assets

Financial assels measured al fair value
through profit or oss

Financial assels that ara debt Instruments
measured at amortised cost

Financlat Habllities

Financlal ilabilitles measurad at amortised
cost

Group Group Company Company
2818 2017 2018 2017
£000 £000 £000 £000

2,823 1,912 - .

4,841 5,942 - -

7,664 7,854 - -
(23,902) {34,634) {12,652) (4}

Flnancial assets measured at fair value through profit or loss comprise cash and cash equivalents.

Flnancial asesls thal are debt instruments measurad at smorised cost comprise rade debtors, other
dabtors, accrued income and amounts owed by group underlakings.

Financial llabilitles measured at amoriised cost comprise trade creditors, amounts owed lo group

undertakings, oiher ereditors, accruals and deferred income, finance leases and bank foans.

Defarred taxation

Group

At beginning of yaar
Credited to profit or loss

At end of year

2018 2017
£000 £060
125 126
14 -
139 128
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18.

Defetred taxation {continued)

The deferred tax asset is made up as follows:

Group Group

2018 2017

£000 £600

Flxed asset timing differences 43 45
Shart term timing differances 96 43
Tax losses canied farward and aother deductions - ar
139 125

In addition to the net defarred tax asse! position detalled above, the Group has additional unrecognised
gross tax [bsses of £35,101k as of 31 December 2018 (2017: £27,285k) to be used agalnst fulure irading
praflts. Since these camry forward trading losses are not yet recovarable, thasa balances have not been

factored Into the Group's daferrad lax asse! position.
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20.

21,

Provislons
Group
Onereous
Onarous contracts
contract Legal proparty
provislon provision Dilapidations leases Total
£000 £000 £000 EQDO £000
Al 1 January 2018 737 - 121 80 943
{Credited)/charged to profit
orloss (364} 270 - 5 (89)
At 31 December 2018 373 270 121 a5 859

The onerous canfract provision represents the Group's best estimale of the probable foreseesble losses
arising from onerous contrects which were acqulrad In 2017. The provislon Is expected o be realisad
over the course of the next threa accounting periods in line with the cumrent contractuael term. The
provisfon has not bean discounted and will be reviewed by management over the course of the conlract.

Tha lsgal provision reprasents the Group’s hest estimate of the expacted cost of saltling liablities, which
It oxpects la arise in the setiiement of on-golng legal disputes. The timing for raalising this provision is not
known given the uncertainty of the culcomes and timing of these legal claims, but is expected to be In the
next 2 years,

The dilapidation provision represents the Group’s best eslimate of its obligations under operating leases
to make good any ditapldalions on lts leased properties. This provision is expacted to be realised in line
with the remaining terms of the Group's operating leasaes which range from 1 to 11 years.

The onerous conlracts property leasas provision arises in raspact of those operating leases which ara no
longer fully accupled by the Group and reprasents the amounts far which |t Is lieble In excess of any
Income arising from sub letting these properties ovar the naxt 6 years.

Buslitess combinations

Qn 22 Seplember 2017, the Group acquired the assels and irade of Beacon Health Sirategles UK
Limited, The Company receivad £500k In consideration which represented the fair value of the net assets
acquired. The lotal value of intangible assets acquired was atiributable to Internally Daveloped Sofiware
{IDS),
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22,

23.

Shara capital

2018 2017
£ £

Allatted, called up and fully pald
200 (2017: 100 Ordinary shares of $1.00 each) Ordinary shares of £0.7262 148 78

anch

On 13 March 2018, the Company issued 100 ordinary shares of £0.7262 each for consideration of
£22,113m to MHS Consulting International Inc. £6.218m of Ihe constdaration was seliled In cash and the
remalnder was offset against amounts owed to group undartakings.

Reserves

Shara premium account

The share premium account arses on the axcess of the conslderation pald for ordinary shares between
the amount paid per share and its nominal value.

Other raserves

Other reserves cansist of the loss on the non-controliing Interest buy-out of Operose Health (Graup)
Limitad during March 2018.

Profit and lass account

This reserve records the cumulative retained eamings of the Group, less amounts distributed to
shareholders.
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24,

25,

Related party transactions

The Group hasg taken advantage of the exemplion in FRS 102 Section 33 to not disclase transactions
with wholly owned group antilles,

Share based payments

As at 31 December 2017, the Operose Health {Group) Limited had two share based payment
arrangaments fn place, an EM} Scheme and Unapproved Share Option Scheme.

Both schemes explred during 2018 as a result of the non-conirolling interest buy out of Operosa Health
{Group) Limlted during March 2018.

No payments, repiacement shars options or ofhar conslderation was pald, or is payable, lo former aption
halders upon expiry of the schemes.

The value of the options was deamed to be immaterial In the prior period and no charge has been
recognised in relation io them on explry, as no cosis wera incurred by tha Group.
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26.

Penslon commitments

The amounts recognised in the Balance Sheet are as follows:

3114212018 31/12/2017 31/03/2017

£000 £000 £060

Defined benefit cbilgation {1,871) (2,057) {2,007)
Fair valus of plan assets 2,377 2,456 2,461
Net defined benafit (llabilityYasset 506 399 455
Restidclion on assel recognised - - -
Nat amount recognised at year and 506 359 — 335

{before any adjusiment for dafarred tax}

The cumrent and past sendce costs, settiements and curtafiments, logeiher with the nel interest axpanse for
the period are Inciudad in profit ar loss. Remeasurements of the net defined benefit llabllity are Included in

othar comprehenshe Income.

The amounts recagnisad In compreheansive income are:

Yaar
ended
322018
£000
Sendce cost:

Current sendce cost {net of employea contributions) .

Administration axpenses 26

Loss/{galn) on plan introductions, changes, curtailments and -

setllements
Net Interest expense/{credit) (10)
Charge/(cradit) recognised in profit or loss 16

b — ]
Remeasurements of tha net liabilily;
Return on scheme assetfs (excluding amount Included in net
Intarest expense)
Relum on scheme assels (excluding amount inciuded In net 133
Interest expensa)

Actuarial {gains)losses {233)
Adjustment for restrictions on the assel recognised -
Charge/{credit) recorded In other comprahensive incoma 100
Total defined benefit cost/{credit) {84)

Pariod
ended
3272017
£000

23

(12

11

81

67

78
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26.

Penslon commitments (continued)
The principal actuarial assumptions used ware:

322018 317122017 31032017
Liabiiity discount rate 2.75% 235% 2.45%
Inflation assumption - RPI 2.95% 2.95% 2.95%
Revaluation of defarred penslons: 2.85% 2.95% 2.95%
Increases for pensions in payment:
RPl max 6% 2.85% 2.858% 295%
RPI 2.95% 2.95% 295%
Proportion of employeas opling for early retirement 0.00% 0.06% 0.00%
Proportion of employess commuting pension for cash 0.00% 0.00% 0.00%
Expected age at death of current pensloner st age 65:
Male aged B5 at year end: 871 g7.2 87.2
Female aged 65 at year end: 89.0 89.1 88.1
Expected age at death of fulure pensioner at age 84:
Male aged 45 at year end: §8.8 89.g 85.0
Famale aged 45 at year end: 90.9 91.0 91.0
Reconciliatlon of schame assets and llabilitles Assats  Liabllities Total

£000 £000 £000

At start of peried 2,457 (2,058) 359
Bensfits pald {2) 2 -
Administration expenses {26) - {26}
Cumrent sendce cost - - -
Contributlons from the employer 23 - 23
Contributions from employeas - - -
tntarest Income / {(expense) 58 (48) 16
Return on assets (excluding amount Included In net interest expen: (133) - {133)
Acluarial gains/(losses) - 233 233
Gainf{loss) on plan Introductions and changes - - -
Galr/(loss) on curtaiiments - - -
Assets distributed / liablliles extingulshed on setllements - - -
Assels acquired / Rabilities assumed in a business combination - - -
At end of period 2,377 {1.871) 508
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26.

Pension commitments {continued)

The return on plan asseis was:

Interest income
Retum on plan assets {exciuding amount included in net Interest expense)

Total retum an plan assets

Tha major categories of schame assats are as follows:

UK Equitles
Owerseas Equities
Corporates

Glits

Index Linked
Property
Annuities

Cash

Tolal markel value of assets

The Scheme has no Investments in the Company or in property occupied by
tha Company.

Defined contribution pension schems

322018 /122017
£000 £000

58 45

(133) 12

75) 57
311212018 31122017
£000 E000

1,182 1,258
1,186 1,191

a8 9

2,377 2,456

The Group operates a defined comtribution pension scheme. The assets of the scheme ere held
saparalely from those of the Group In an Independently administered fund. The penslon cost charge
rapresenis cantributions payable by the Group to the fund and amounted to £1,091k (2017: £1,654k).
Contributions totalking £1,660k (2077: £7,868k) were payable fo the fund at the reporting date.
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27.

28.

29,

Commitments under operating leases

The Group and the Company had future minlmum lease paymenis under non-cancellable operating
leases as follows:

Group Group

2018 2017

£0D00 E£000

Not later than 1 year 1,762 2,334
Latar than 1 year and not laler than § years 3,3M 1,703
Latar than 5 years 1,778 1,052
6,911 5,089

Post Balance Shaet events

To date in 2019, Operose Heallh Limited has recelved £5,000k and Operose Health (Group} Limited has
recelved £1,900k of cash fundings from Centene Corporation for operational cash needs.

On 31 March 2019 Cperose Haalth Limited exited the Surrey Borders Partnership NHS Trust CAHMS
conirzcl, and on 30 June 2019 Operose Health Limited exiled the Surrey Borders Partnership NHS Trust

CFHS contracl,

On 1 July 2019, Operose Haalth (Group) UK Limiled divested Ils complex care service division, ncluding
the contracis and related assels.

The Company alsa provided additional funds during 2019 to Its subsldlary, MH Services Intarnational (UK)
Limited, to fund its acquisition of a naw equlty method Invastment amounting to approximately £16,700k.

Controlling party
The Immediate parent enlity is MHS Consulting International Inc.

The name of the parent of the smallest and largest group of which MH Services International Haldings
(UK) Limited Is a member and for which group financlal statements are prapared Is Centene Corporation.

Centene Corporation s a publicly traded company Incorporated In the United Statas of America. Cenlene
Corpuration's address Is 7700 Forsyth Bivd, St Louls, MO 63105,
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30.

Subsldlary company guarantee

The foliowing subslidiaries Included in these consolidated accounts have taken advantage of the audit
exemptions conferrad by guarantess supplled by MH Services Intemnationat Hetdings {UK) Limited In line

with 8479A of tha Campanles Act:

MH Services International {UK) Limited
Operosa Healih Limiled

Operose Health (Group) Limlted

Tha Practice Propertles Limited
Operose Health (Group) UK Limited
The Praclice Surgerles Limited
Chllvers & McCrea Limiled

Tha Practice U Surgeries Limited
Operose Health Corporate Management Limited
Phaenix Primary Care Limited

Phoenix Primary Care (South) Limited

{Company number: 10926787)
{Company number: 10014577)
{Company number: 05685937)
{Company number: 05483424)
{Company number: 05555460)
{Company number; 06545745)
{Company number: 04149500)
{Company number: 05770108)
{Company number: 07666277)
{Company number: 06280242)
{Company number: 07470273)
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