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AFFINITY HEALTHCARE HOLDINGS LIMITED

DIRECTORS' REPORT

The directors present thewr annual report and the audited financial statements for the year ended 30 June 2006

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES
Affinity Healthcare Holdings Linuted 1s the ultimate holding company for a group of compames

The group’s principal activity 1s the provisien of private healthcare There have not been any sigmificant changes in
the group’s principal activities m the year under review The directors are not aware, at the date of this report, of any
likely major changes mn the group’s activities in the next year

The company was formed in order to enable the purchase in December 2004 of the Affimty Hospitals Holding
group The company raised equity finance of £3 4m Further finance was raised by Affimity Healthcare Limuted, a
wholly owned subsidiary, through bank debt amounting to £52 0m and finance from its current and former
shareholders of £8 2m and £5 1m respectively, which was used to fund the transaction

Since December 2004, further finance of £23 2m (£13m of which was raised after 30 June 2006} has been raised by
Affimty Healthcare Limited to support sigmficant capital expansion and settlement of deferred consideration

As shown 1n the group’s profit and loss account on page 6, the group’s sales for the year have mcreased by 113%
over the prior penod, which was only a s1x month pened

The group regards the EBITDA as an important measure of financial performance EBITDA for the current financial
year was £7,195,783 compared to £3,177,022 for the prior period, representing 23 6% and 22 2% as a percentage of
sales respectively

The balance sheet on page 7 of the financial staterments shows that the group’s financial position at the year end 1s,
in cash terms consistent with the pnor year Detals of amounts due to and from its subsidiaries are shown 1n notes
14 and 15 on page 17

No significant events have occurred since the balance sheet date

PRINCIPAL RISKS AND UNCERTAINTIES

The group operates m a competitive, regulated and changing market The group provides services mainly to the
NHS which 1s going through a period of change and restructuring

The group operates entirely m the UK and 1s therefore not exposed to exchange rate nsk

Exposure to mterest rate risk 1s managed through a comprehensive hedging policy

REVIEW OF DEVELOPMENTS AND FUTURE PROSPECTS
The results of the group for the year are shown on page 6

The directors are satisfied with the group result and anticipate that the group will continue to trade satisfactorily
dunng the ensuing year

DIVIDENDS AND TRANSFERS FROM RESERVES

No dividends have been paid during the year and none are proposed The retained consohdated loss of £3,113,895
(2005 - £1,668,989) has been withdrawn from consohdated reserves




AFFINITY HEALTHCARE HOLDINGS LIMITED

DIRECTORS’' REPORT (continued)

DIRECTORS AND THEIR INTERESTS

The directors of the company who served duning the year and thereafter are set out below

P Batchelor

J R CBrock (resigned 28 October 2005)
L Denton

A Evans (appointed 28 April 2006)

C Margent (resigned 29 January 2007)
J Robinson

J A Shaw

I P Ward (resigned 8 March 2006)

T A Lebus (appomted 28 October 2005 and resigned 29 January 2007)
K Mullord {appoimnted 29 January 2007)
C Troup (appointed 29 January 2007)

The directors’ interests 1n the share capital of the company at 30 June 2006 1s shown below

Ordinary ‘A’ shares of £1 each

No. No.

30 June 30 June

2006 2005

P Batchelor 175,000 175,000
A Evans 56,250 -
C Margent - -
J A Shaw 75,000 75,000
L Denton 10,000 -
J Robinson 18,750 -

No share options i Affinity Healthcare Holdimgs Limuted were held at eather 30 June 2006 or 30 June 2005

EMPLOYEE INVOLVEMENT

The group provides information to employees covering various aspects of the group’s current and future activities
along with certain financial information In addition, there are regular meetings of employee representatives with
semor management, at which full discussion on relevant points takes place

DISABLED EMPLOYEES

It 15 group policy to give full consideration to surtable applications for employment from disabled persons
Opportunities also exist for employees of the group who became disabled to continue 1n their employment or to be
tramned for other positions 1n the group

AUDITORS

In the case of each of the persons who are directors of the company at the date when this report was approved

. so far as each of the directors 1s aware, there 1s no relevant audit information of which the company's
auditors are unaware, and

. each of the directors has taken all the steps that they ought to have taken as a director to make themselves
aware of any relevant audit information and to establish that the company's auditors are aware of that
mformation

A resolution to reappoint Deloitte & Touche LLP will be proposed at the forthcomung Annual General Meeting

Approved by the Board of Directors
and signed by order of the Board

[A/U«w

Compahy Secretary
Dae | Ugwed 7007




AFFINITY HEALTHCARE HOLDINGS LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

Umted Kmgdom company law requires the directors to prepare financial statements for each financial year which
give a true and fair view of the state of affairs of the group and the company as at the end of the financial year and of
the profit or loss of the group for that peniod In prepanng those financial statements, the directors are required to

¢ select swmitable accounting policies and then apply them consistently,
o make judgements and estimates that are reasonable and prudent,
s  state whether applicable accounting standards have been followed, and

s prepare the financial staternents on the going concern basis unless 1t 15 tnapproprniate to presume that the
company will continue in business

The directors are responsible for keeping preper accounting records which 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 1985 They are also responsible for establishing and mamtamning the system of internal control, for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularities




INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF AFFINITY
HEALTHCARE HOLDINGS LIMITED

We have audited the group and mdividual company financial statements (the “financial statements”) of Affimty
Healthcare Holdings Limted for the year ended 30 June 2006 which comprise the consohdated profit and loss
account, the consolidated statement of total recognised gains and losses, the consohdated and ndividual company
balance sheets, the consohdated cash flow statement, and the related notes 1 to 28 These financial statements have
been prepared under the accounting policies set out therem

Ths report 1s made solely to the company’s members, as a body, in accordance with section 235 of the Companies
Act 1985 Our audit work has been undertaken so that we nught state to the company’s members those matters we
are required to state to them m an auditors’ report and for no other purpose To the fullest extent permutted 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 thus report, or for the opions we have formed

Respective responsibilities of directors and auditors

The directors' responsibilities for preparing the Annual Report and the financial statements n accordance with
applicable law and United Kingdom Accountmg Standards (Umted Kingdom Generally Accepted Accounting
Practice) are set out in the statement of directors’ responsibilities

Our responsibility 1s to audit the financial statements m accordance with relevant United Kingdom legal and
regulatory requrements and International Standards on Auditing (UK and Ireland)

We report to you our opmion as to whether the financial statements give a true and fair view, 1n accordance with the
relevant financial reporting framework, and are properly prepared m accordance with the Compames Act 1985 We
also report to you If, 1n our opmion, the directors’ report 1s not consistent with the financial statements, if the
company has not kept ptoper accounting records, 1f we have not recerved all the mformation and explanations we
require for our audit, or 1If information specified by law regarding directors' remuneration and other transactions 1s
not disclosed

We read the directors’ report and the other mformation contamed 1n the annual report for the above year as described
mn the contents section and consider the imphcations for our report if we become aware of any apparent
musstatements or material inconsistencies with the financial statements

Basis of audit opimon

We conducted our audit 1n accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An aud:t includes examnation, on a test basis, of evidence relevant to the amounts and
disclosures 1n the financial statements It also includes an assessment of the significant estimates and judgments
made by the directors 1n the preparation of the financial statements, and of whether the accounting policies are
appropriate to the circumstances of the company and the group, consistently applied and adequately disclosed

We plarmed and performed our audit so as to obtam all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements
are free from matenal msstatement, whether caused by fraud or other wuregulanty or error In forming our opimon
we also evaluated the overall adequacy of the presentation of mformation 1n the financial statements

Opmion
In our opimion

o the financial statements give a true and fair view, 1n accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the group’s and the 1ndividual company's affawrs as at 30 June 2006 and
of the group’s loss for the year then ended,

e the financial statements have been properly prepared in accordance with the Companies Act 1985, and

o  the information given in the directors’ report 1s consistent with the financial statements

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
Manchester

Date

S Macch Beo’)




AFFINITY HEALTHCARE HOLDINGS LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT
Year ended 30 June 2006

Note

TURNOVER 2
Cost of sales
GROSS PROFIT
Admnistrative expenses
OPERATING PROFIT
Interest recervable and simular income 4
Interest payable and sumilar charges 5
LOSS ON ORDINARY ACTIVITIES

BEFORE TAXATION 6
Tax on loss on ordinary activities 7
RETAINED LOSS FOR THE FINANCIAL PERIOD 20

All results are derived from continumg operations

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
Year ended 30 June 2006

Loss for the financial period

Total recognised gains and losses relating to the period

Period from

Year 6 December

ended 2004 to

30 June 30 June

2006 2005

£ £
30,536,256 14,337,750
(17,167,140)  (8,240,937)
13,369,116 6,096,813
(8,509,529)  (4,045,033)
4,859,587 2,051,780
21,043 834
(8,378,109)  (3,872,389)
(3,497479)  (1,819,775)
383,584 150,786

(3,113,895)  (1,668,989)
Period from

Year 6 December
ended 2004 to

30 June 30 June
2006 2005

£ £

(3,113,895)  (1,668,989)

(3,113,895)  (1,668,989)




AFFINITY HEALTHCARE HOLDINGS LIMITED

CONSOLIDATED BALANCE SHEET
30 June 2006

FIXED ASSETS
Intangible assets — negative goodwill
Tangible assets

CURRENT ASSETS
Stocks

Debtors

Cash at bank and 1n hand

CREDITORS: amounts falling due within one year

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS: amounts falling due after more than one year
PROVISIONS FOR LIABILITIES

NET (LIABILITIES) /ASSETS

CAPITAL AND RESERVES
Called up share capital
Profit and loss account

TOTAL EQUITY SHAREHOLDERS' (DEFICITY/FUNDS

These financial statements were approved by the Board of Directors on

Signed on behalf of the Board of Directors

Director /{r MM/‘
Director PB‘-EL

Note

9,12
10

13
14

15

16

18

19
20

21

2006 2005
£ £

(8,465,585) (8,387,606)
78,348,392 78,017,562

69,882,807 69,629,956

44,694 49,369
3,285,419 3,000,409
2,609,783 680,804

5,939,896 3,730,582
(13,224,791) (9,872,635)

(7,284,805) (6,142,053)

62,597,912 63,487,903
(63,679,011) (61,390,742)

(35,035)  (331,150)

(1,116,134) 1,766,011

3,666,750 3,435,000
(4,7832,884) (1,668,989)

(1,116,134) 1,766,011

{ Mevch 2007




AFFINITY HEALTHCARE HOLDINGS LIMITED

COMPANY BALANCE SHEET
30 June 2006

FIXED ASSETS
Investments

CURRENT ASSETS
Debtors — amounts falling due after one year

Debtors — amounts falling due within one year
Cash

CREDITORS: amounts falling due within one year

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS: amounts falling due after more than one year
NET ASSETS

CAPITAL AND RESERVES

Called up share capital

Profit and less account

TOTAL EQUITY SHAREHOLDERS® FUNDS

These financial statements were approved by the Board of Directors on

Signed on behalf of the Board of Directors

Durector A’ /Mw

Note 2006 2005
£ £

11 3,633,791 3,329,293
14 83,180 135,000
14 205,052 -
11,250 -

299 482 135,000
15 (32,806)  (11,319)
266,676 123,681
3,900,467 3,452,974

16 {161,294} -
3,739,173 3,452,974

19 3,666,750 3,435,000
20 72,423 17,974
21 3,739,173 3452974

Mered. 72007




AFFINITY HEALTHCARE HOLDINGS LIMITED

CONSOLIDATED CASH FLOW STATEMENT

Year ended 30 June 2006
Note Period from
Year 6 December
ended 2004 to
30 June 30 June
2006 2005
£ £ £ £
Net cash inflow (outflow) from operating activities 24 1,305,682 (4,038,573)
Returns on investments and servicing
of finance
Interest received 21,043 834
Interest paid (4,396,185) (2,616,388)
Net cash outflow from returns
on investments and servicing of finance (4,375,142) (2,615,554)
Net cash outflow from taxation (429,965) (332,090)
Capital expenditure
Payments to acquire tangible fixed assets (3,055,125) (967,264)
Disposal of fixed assets 370,091 -
Net cash outflow from capital expenditure (2,685,034) {967,264)
Acquisitions and disposals
Purchase of subsidiary undertakings 252,579 {59,536,788)
Net cash acquired with subsidiary - 3,213,612
Net cash inflow /(outflow) from acqusitions
and disposals 252,579 (56,323,176)
Net cash outflow before financing (5,931,880) (64,276,657)
Financing
Issue of share capital 231,750 3,435,000
New secured term loan - 52,316,809
Loan notes 2,754,675 5,063,537
Deep discounted bonds 6,774,434 8,440,343
Repayment of secured loan (1,900,000) (200,000)
Expenses of finance arrangement - (4,098,233)
7,860,859 64,957,461
Increase in cash in the year/period 26 1,928,979 680,804




AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

1. ACCOUNTING POLICIES

The financial statements are prepared m accordance with applicable Umted Kingdom accounting standards
The particular accounting policies adopted are described below

Turnover

Turnover represents amounts receivable for goods and services, excluding value added tax
Accounting convention

The financial statements are prepared under the historical cost convention

Intangible assets

Goodwill 1s depreciated 1n equal annual amounts over a period of twenty years Provision 1s made for any
1mpairment

Negative goodwill 1s credited to the profit and loss account in the periods in which the acquired
non-monetary assets are recovered through depreciation or sale Negative goodwill m excess of the
non-moenetary assets acquired 15 credited to the profit and loss account in the peniods expected to benefit

Fixed asset investments
Fixed asset investments are stated at cost less provision for any impairment
Tangible fixed assets

Tangible fixed assets are stated at cost, net of depreciation and any provision for impairment

On all assets, depreciation 1s provided on cost or valuation 1 equal annual mstalments over the estimated
useful economc lives of the assets The rates of depreciation are as follows

Fixtures and fittings - 7 years
Freehold land and buildings - 50 years

Acquisitions and disposals

On the acqusition of a busmess, including an interest m an associated undertaking, far values are
attributable to the group’s share of net separable assets Where the cost of acquisition exceeds the fair values
attributable to such net assets, the difference 1s treated as purchased goodwill and capitalised 1n the balance
sheet 1n the year of acquisition

The profit or loss on disposal or closure of a previously acquired business includes the atinbutable amount of
any purchased goodwiil relating to that business not previously charged through the profit and loss account

The results and cash flows relating to a business are included mn the consolidated profit and loss account and
the consolidated cash flow statement from the date of acquisition or up to the date of disposal

Stocks

Stocks are stated at cost Cost comprises materials only

10




AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

1. ACCOUNTING POLICIES (continued)
Taxation

Current tax, including UK corporation tax, 1s 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 taxation 15 provided 1n full on timuing differences that result in an obligation at the balance sheet date
to pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise
based on current tax rates and law Timing differences arse from the mclusion of items of mcome and
expenditure 1n taxation computations mn periods different from those in which they are included in the
financial statements

Deferred tax assets are recognised to the extent that 1t 1s regarded more likely than not that they will be
recovered Deferred tax assets and habilities are not discounted

Deferred tax 1s not recognsed when fixed assets are revalued unless by the balance sheet date there 1s a
bindimg agreement to sell the revalued assets and the gamn or loss expected to arise on sale has been
recogrused 1n the financial statements Neither 15 deferred tax recogmsed when fixed assets are sold and 1t 1s
more hkely than not that the taxable gain will be rolled over, being charged to tax only 1f and when the
replacement assets are sold

Leases

Rentals under operating leases are charged to the profit and loss account 1 equal amounts over the life of the
lease even if payments are not made on such basis

Pension costs

The group operates a defined contribution scheme Defined contmbution pension costs are charged to the
profit and loss account as they become payable by the group Daifferences between contributions payable
the year and contnbutions actually paid are shown as either accruals or prepayments in the balance sheet

Basis of consolidation

The consohidated financial statements incorporate the financial statements of the company and all of its
subsidiaries The acquisition method of consolidation 1s used, and subsidianes are consohdated from the date
on which control passes Each subsidiary has an accounting reference date of 30 June

Foreign currency

Transactions denomunated 1n foreign currencies are recorded al the rates ruling at the dates of the
transactions Monetary assets and habilities denomunated 1n foreign currencies are translated at the rates of
exchange ruling at the balance sheet date These translation differences are dealt with 1n the profit and loss
account

Debt

Debt 15 imtially stated at the amount of the net proceeds afler deduction of 1ssue costs  The carrying amount
15 increased by the finance cost 1 respect of the accounting period and reduced by payments made 1n the
year Finance costs are recognised in the profit and loss account over the term of such instruments at a
constant rate

2. TURNOVER

Turnover and profit on ordinary activittes before taxation are attributable to one activity, the provision of
hospital and consultant services Turnover 1s stated exclusive of value added tax and substantially arises from
work done in the United Kingdom

Revenue 1s recogmsed when the company has obtained the nght to receive consideration in exchange for its
performance of the provision of private healthcare services Revenue 15 recogmsed on a daily basis m
accordance with the patients’ stay i the private healthcare units provided by the company

11




AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

3. INFORMATION REGARDING DIRECTORS AND EMPLOYEES

Directors’ emoluments
Aggregate emoluments
Company contributions to a money purchase pension scheme

Period from

Year 6 December
ended 2004 to
30 June 30 June
2006 2005

£ £
584,533 269,624
21,015 7,153
605,548 276,777

Retirement benefits are accruing to 1 directer under a defined benefit pension scheme, and 2 directors under a

money purchase pension scheme

Remuneration of highest paid director
Aggregate emoluments
Contributions to a money purchase pension scheme

Average number of persons employed
Admunistrative
Professional
Techmcal and support

Staff costs during the year/period (including directors)
Wages and salanes
Social security costs
Other pension costs

Period from

Year 6 December
ended 2004 to
30 June 30 June
2006 2005

£ £
235,837 181,356
8,914 2,911
244,751 184,267
Period from

Year 6 December
ended 2004 to

30 June 30 June
2006 2005
Number Number
89 75

419 372

218 196

726 643

Period from

Year 6 December

ended 2004 to

30 June 30 June

2006 2005

£ £
16,469,841 6,976,421
1,524,982 659,862
528,215 196,688
18,523,038 7,832,971

12




AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

4, INTEREST RECEIVABLE AND SIMILAR INCOME

Period from
Year 6 December

ended 2004 to

30 June 30 June

2006 2005

£ £

Bank interest 21,043 834

5. INTEREST PAYABLE AND SIMILAR CHARGES

Period from
Year 6 December

ended 2004 to
30 June 30 June
2006 2005
£ £

Bank interest (188,461) -
Bank loans (4,932,609} (2,694,569)
On all other loans (2,769,595) (921,680)
Amortisation of debt 1ssue costs (487.444) (256,140)

(8,378,109)  (3,872,389)

6. LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION

Period from

Year 6 December

ended 2004 to

30 June 30 June

2006 2005

£ £

Loss on ordmary activities before taxation 1s after charging/{crediting)

Depreciation - owned assets 2,510,795 1,215,014

Amortisation of goodwll (174,600) (89,772)
Rentals under operating leases - other 38,723 20,269
Profit on sale of fixed assets (156,591) -
Auditors' remuneration - audit 57,663 30,666
- other services 39,157 23414

13




AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

7. TAX ON LOSS ON ORDINARY ACTIVITIES

Current taxation
UK corporation tax at standard rate
Adjustments in respect of prior periods

Deferred taxation
Ongmation and reversal of nming differences (note 18)
Adjustments 1 respect of prior periods (note 18)

Tax on loss on ordinary activities

2006 2005

£ £

- 106,420
87,469 -
87,469 106,420
297,925 44,366
(1,810) -
296,115 44,366
383,584 150,786

The standard rate of tax for the year, based on the UK standard rate of corporation tax, 13 30% The actual tax
charge for the year 1s lower than the standard rate for the reasons set out 1n the following reconcihiation

Loss on ordinary activities before tax

Tax on loss on ordinary activities at standard rate

Factors affecting charge for the year:
Capital allowances 1 excess of depreciation
Capital items of expensed

Other tming differences

Expenses not deductible for tax purposes
Increases n tax losses

UK transfer pricing

Adjustments 1n respect of prior periods

Total actual amount of current tax credit

2006 2005
£ £
3,497,479 1,819,775
1,049,244 545,933
(296,430) (35,642)
(22,501) -
- (8,701)
(436,686) (379,612)
(293,627) .
- (15,558)
87,469 .
87,469 106,420

The company has £1,791,445 (2005 - £812,691) of tax losses to carry forward against future taxable income
but no {2005 - ml) deferred tax asset has been recognised on these losses due to the uncertainty surrounding

the recovery of them

8. PROFIT OF THE PARENT COMPANY

As permutted by Section 230 of the Companies Act 1985, the profit and loss account of the parent company 15
not presented as part of these accounts The parent company’s profit for the year amounts to £54,449

14



AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

9. INTANGIBLE FIXED ASSETS

Negative
goodwill
Group arising on
consolidation
Cost
At 1 July 2005 (8,477,378)
Adjustments to 1nitial carrying value (see note 12) (252,579)
At 30 June 2006 (8,729,957)
Amortisation
At 1 July 2005 89,772
Credit for the year 174,600
At 30 June 2006 264,372
Net book value
At 30 June 2006 (8,465,585)

At 1 July 2005 (8,387,606)

10. TANGIBLE FIXED ASSETS

Heritable Fixtures

properties and fittings Total
Group £ £ £
Cost
1 July 2005 75,693,851 7,033,812 82,727,663
Additions 2,314,080 741,045 3,055,125
Disposals (213,500) - (213,500)
At 30 June 2006 77,794,431  7,774857 85,509,288
Accumulated depreciation
1 July 2005 1,022,188 3,687,913 4,710,101
Charge for the year 1,522,688 988,107 2,510,795
At 30 June 2006 2,544,876 4,676,020 7,220,896
Net book value
At 30 June 2006 75,249,555 3,098,837 78,348,392
At 30 June 2005 74,671,663  3,345899 78,017,562

The tangible fixed assets are stated at cost however the Directors have had them valued having regard to
trading potential as an operational entity inclusive of freehold property and business goodwill as at 30 June
2006 by Colliers CRE, Chartered Surveyors At 30 June 2006 freehold properties at Cheadle Royal Hospital
and Middleton St George Hospital were valued at £109,176,157

15




AFFINITY HEALTHCARE HOLDINGS LIMITED

NOQTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

11. INVESTMENTS HELD AS FIXED ASSETS
Other Shares in

investments subsidiaries Total
Company £ £ £
At 1 July 2005 433,374 2,895,919 3,326.293
Additions 169,498 135,000 304,498
At 30 June 2006 602,872 3,030,919 3,633,791

This investment represents the entire issued share capital of Affimty Healthcare Lumuted The principal
actrvities of the subsidiary undertakings are the provision of hospital and consultancy services

Country of Shares
Subsidiary undertakings meorporation owned %
Affinity Healthcare Limited has the following subsidiaries:
Affimty Hospatals Holding Limited Scotland Ordinary 100
Affinity Hospatals Holding Limited has the following subsidiaries:
Affimity Hospitals Group Limted Scotland Ordinary 100
Affimty Hospitals Group Limited has the following subsidiaries:
Affimty Hospitals Limited England Ordinary 100
Affinity Hospitals Limited has the following subsidiaries:
Cheadle Royal Healthcare Limited England Ordinary 100
Middleton St George Healthcare Limuted England Ordinary 100
Cheadle Royal Hospital Limited (Dormant) England Ordwnary 100

12. ADJUSTMENTS TO INITIAL CARRYING VALUE OF GOODWILL

On 24 December 2004, the company’s immediate subsidiary, Affimty Healthcare Linnted, acquired the entire
1ssued share capital of Affinity Hospitals Holding Limuted

During the current year the actual deferred consideration paid was £252,579 lower than the amount accrued on
24 December 2004 and the negative goodwill ansing on consolidation was adjusted accordingly

13. STOCKS
Group Group
2006 2005
£ £
Raw matenals and consumables 44,694 49,369

16




AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Year ended 30 June 2006
14. DEBTORS
Group
2006
£
Amounts falling due within one year
Trade debtors 2,885,220
Other debtors 183,819
Prepayments and accrued income 216,380
Corporation tax recoverable -
3,285,419
Amounts falling due after one year
Amounts owed by subsidiary undertakings -
3,285,419

15.

16.

Company Group Company
2006 2005 2005

£ £ £

- 2,734,764 -

125,625 15,997 -
76,156 246,148 -
3,271 3,500 -

205,052 3,000,409 -

83,180

135,000

288,232 3,000,400 135,000

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Group Company Group Company

2006 2006 2005 2005

£ £ £ £

Bank loans and loan notes (see note 17) 10,710,484 - 1,387,720 -
Trade creditors 974,403 - 1,004,807 -
Other creditors mcluding taxation and social securnty 628,836 - 844,826 -
Deferred consideration (see note 12) - - 4,730,257 -
Accruals and deferred income 847,251 - 1,320,274 -
Corporation tax 63,817 - 584,751 3,271
Group relief - 32,806 - 8,048
13,224,791 32,806 9,872,635 11,319

CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

Company Group  Company
2006 2005 2005

£ £ £

- 61,390,742 -

161,294 - -

Group

2006

£

Bank loans and loan notes (see note 17) 63,679,011
Amounts owed to subsidiary undertakings -
63,679,011

161,294 61,390,742 -
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AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

17. BANK LOANS AND LOAN NOTES

2006 2005

Group £ £
Term loan 50,839,092 52,116,809
Vendor loan notes 9,210,122 5,430,609
Bonds 15,978,637 9,073,137
Secured loan notes 1,609,287 -

77,637,138 66,620,555
Less deferred issue costs (3,247,643) (3,842,093)

74,389,495 62,778,462

The term loan balance consists of a sentor credit facility of £34,900,000 {a Senior A Loan of £17 9m and
Semor B Loan of £17m), a semor mezzamne facility of £9,032,152 repayable in full on 24 December 2013,
and a junior mezzamne facility of £6,906,490 repayable n full on 24 December 2013  The Senior A Loan 1s
repayable 1n instalments between June 2005 and June 2011, and the Senior B Loan 15 repayable between June
2012 and December 2012

Repayments of £1,900,000 were made on the seruor credit facility during the year

Vendor loan notes amounting to £2,754,675 were 1ssued during the year Interest 1s charged at 14% and at the
year end there was £1,391,910 of accrued interest in the loan note balance The vendor loan notes are
repayable in December 2006

As at the year end the following amounts of vendor loans notes were outstanding with persons who are, or
were at some pomnt during the year, directors of Affimty Healthcare Holdings Limmted

Accrued Total

Principal Interest 2006

£ £ £

P Batchelor 2,127,205 401,776 2,598,981
I P Ward 2,246,108 405,168 2,651,276

Deep discounted bonds with a nominal value of £15,094,231 were 1ssued durmg the year at a discount of 65%
for £5,302,019 Interest 1s charged at 14% and at the year end there was £2,206,977 of accrued nterest 1n the
deep discounted bond balance The deep discounted bonds are repayable i December 2013

As at the year end the following amounts of deep discounted bonds were outstanding with directors of Affinity
Healthcare Holdings Limited and Duke Street Capital V Lumted, who the directors consider as the ultimate
controlling party

Accrued Total

Principal mnterest 2006

£ £ £

Duke Street 13,383,106 2,122,328 15,505,434
P Batchelor 388,554 84,649 473,203

Secured loan notes amounting to £1,472,415 were 1ssued during the year Interest 1s charged at 14% and at the
vear end there was £136,873 of accrued interest in the secured loan note balance The loan notes are repayable
1 December 2013
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AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

17. BANK LOANS AND LOAN NOTES {continued)

As at the year end the following amounts of secured loan notes were outstanding with directors of Affimity
Healthcare Holdings Limuted and Duke Street Capital V Limuted, who the directors consider as the ultimate

controlling party

Principal

£

Duke Street 676,756
P Batchelor 795,659

Accrued
Interest
£

66,740
70,133

Total
2006
£

743,496
865,791

Bank loans and overdrafts within creditors due within 1 year are shown net of deferred 1ssue costs of £499,638

The term loan 1s secured by a legal charge over the freehold land and buildings and a floating charge over the

assets of the group

Borrowings 1n respect of bank loans, loan notes and bonds are repayable as follows

Term loan

Within one year

Between one and two years
Between two and five years
After five years

Less 1ssue costs

Vendor loan notes
Within one year
Between one and two years

Deep discounted bonds
After five years

Secured loan notes
After five years

2006 2005

£ £
2,000,000 1,900,000
2,700,000 2,000,000
10,900,000 9,600,000
35,239,092 38,616,809
50,839,092 52,116,809
(3,247,643) (3,842,093)
47,591,449 48,274,716
9,210,122 -
- 5,430,609
9,210,122 5,430,609
15,978,637 9,073,137
1,609,287 -
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AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

17. BANK LOANS AND LOAN NOTES (continued)

2006 2005
£ £

Total borrowings
Within one year 11,210,122 1,900,000
Between one and two years 2,700,000 7,430,609
Between two and five years 10,900,000 9,600,000
After five years 52,827,016 47,689,946

77,637,138 66,620,555
Less 1ssue costs (3,247,643) (3,842,093)

74,389,495 62,778,462

Amounts due 1n less than one year 10,710,484 1,387,720

Amounts due after more than one year 63,679,011 61,390,742

18. PROVISION FOR LIABILITIES
Group Company

£ £
Deferred tax

At 1 July 2005 331,150 -
Credat for the year (296,115) -
At 30 June 2006 35,035 -

Provision for deferred taxation consists of the following amounts
Group  Company Group Company
2006 20006 2005 2005
£ £ £ £
Capital allowances 1n excess of depreciation 36,841 - 350,897 -
Other (1,806) - (19,747) -
35,035 - 331,150 -

The company has not recognised a deferred tax asset of £537,434 (2005 - £243,807) in relation to trading losses as
there 1s no certainty over the recoverablity of this asset at 30 June 2006
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AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

Year ended 30 June 2006
19. CALLED UP SHARE CAPITAL
2006 2005
£ £
Authonsed
750,000 ‘A’ ordinary shares of £1 each 750,000 750,000
2,614,514 ‘B’ ordinary shares of £1 each 2,614,514 2,614,514
385,486 ‘B’ ordnary shares of £1 each 385,486 385,486

3,750,000 3,750,000

2006 2005
£ £

Allotted, called up and fully paid
666,750 (2005 - 435,000) ‘A’ ordinary shares of £1 each 666,750 435,000
2,614,514 ‘B’ ordinary shares of £1 each 2,614,514 2,614,514
385,486'B,” ordinary shares of £1 each 385,486 385,486

3,666,750 3,435,000

During the year the company 1ssued 231,750 ‘A’ ordinary shares with a nonunal value of £1 each All classes
of shares carry the same rights

20. RESERVES
Profit and
loss account
THE GROUP £
Balance at 1 July 2005 (1,668,989)
Loss retained for the year (3,113,895)
Balance at 30 June 2006 (4,782,884)
THE COMPANY
Balance at 1 July 2005 17,974
Profit retained for the year 54,449
Balance at 30 June 2006 72,423
21. RECONCILIATION OF MOVEMENTS IN EQUITY SHAREHOLDERS® (DEFICIT)/FUNDS
Group  Company Group Company
2006 2006 2005 2005
£ £ £ £
(Loss)/profit for the financial year/period (3,113,895) 54,449  (1,668,98%) 17,974
Issue of £1 ordmary shares 231,750 231,750 3,435,000 3,435,000

Net (reduction)/addition to equity shareholders' funds (2,882,145) 286,199 1,766,011 3,452,974
Opening equity shareholders' funds at 1 July 2005 1,766,011 3,452,974 - -

Closing equity shareholders' (deficit)/funds at 30 June
2006 (1,116,134) 3,739,173 1,766,011 3,452,974
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AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

22,

23.

24.

25.

OPERATING LEASE COMMITMENTS

Other Other
2006 2005
Group £ £
Leases which expire
Within one year 8,766 7,012
Between one and two years - -
Between two to five years 22,369 31,711
31,135 38,723
CAPITAL COMMITMENTS
2006 2005
£ £
Contracted for but not provided for 7,084,545 393,492

RECONCILIATION OF OPERATING PROFIT TO NET CASH OUTFLOW FROM OPERATING
ACTIVITIES

2006 2005
£ £
Operating profit 4,859,587 2,051,780
Depreciation charges 2,510,795 1,215,014
Profit on sale of tangible fixed assets (156,591) -
Amortisation of goodwall (174,600} (89,772)
Decrease 1n stock 4,675 11,684
Increase i debtors (288,510)  (124,369)
Decrease 1n creditors (5,449,674} (7,102,910)
Net cash inflow/{outflow) from operating activities 1,305,682  (4,038,573)
RECONCILIATION OF NET CASH INFLOW TO MOVEMENT IN NET DEBT
20006 2006 2005 2005
£ £ £ £
Increase 1n cash 1n the year 1,928,979 680,804
Cash inflow from increase in debt financing (7,552,954) (61,522.461)
Changes 1n net debt resulting from cash flows (5,623,975) (60,841,657)
Loan note/bond interest accrued (3,463,630) (999,861)
Amortisation of bank loan costs (594,449) (256,140)
Movement in net debt 1n year/pernod (9,682,054) (62,097,658)
Net debt at 1 July (62,097,658) -
Net debt at 30 June (71,779,712) (62,097,658)
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AFFINITY HEALTHCARE HOLDINGS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 30 June 2006

26.

27.

28.

ANALYSIS OF CHANGES IN NET DEBT

At Other none At
1 July Cash cash Debt Accrued 30 June
2005 mnflow Repayment changes costs  interest 2006
£ £ £ £ £ £ £
Cash at bank and 1n 680,304 1,928,979 - - - - 2,609,783
hand
Debt due within one
year
Term loan {1,387,720) (2,000,000) 1,900,000 (12,641) - (1,500,361)
Loan notes - - - (8,185,284) - (1,024,839) (9,210,123)
Debt due after cne
year
Term loan (46,886,996) 2,000,000 - (581,808) (622,281) (46,091,085)
Loan notes (5,430,609) (2,754,675) - 8,185284 - - -
Bonds (9,073,137) (6,698,279) - - (1,816,510) (17,587,926)
(62,097,658) (7,523,975) 1,900,000 - (594,449) (3,463,630} (71,779,712)

RELATED PARTY TRANSACTIONS

The company 1s exempt under the terms of Financial Reporting Standard 8 from disclosing related party
transactions with entities that are part of the Affinity Healthcare Holdings Limuted group of companies

CONTROLLING PARTIES

The directors of Affimty Healthcare Holdings Limuted regard Duke Street Capital V Limuted as the ultimate

controlling party of the group
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